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Introduction 26 

The Patient Protection and Affordable Care Act (PPACA) and the Health Care and Education 27 

Reconciliation Act (2010), are expected to increase the number of Americans with health insurance 28 

coverage— for both public and private insurance plans. Without revisions to current policies for 29 

eligibility and renewal, many enrollees experiencing changes in income or personal circumstances 30 

(e.g., change of address, change in employment), will be subject to dis-enrollment and re-enrollment 31 

in the same or another program, a process known as “churning.”   32 

 33 

Churning is costly for federal and state budgets and creates conditions for redundant costs for public 34 

and private insurers, threatening sustainability and efficacy of programs dependent upon public 35 

funding, such as Medicaid. Churning results in disruptions in coverage that broaden and deepens 36 

risks for negative health outcomes for the uninsured that, unable to pay for care, delay seeking 37 

needed treatment 38 

 39 

This commentary examines churn to identify policies that can effectively reduce churn levels in state 40 

and federal insurance programs offered under insurance exchanges. 41 
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Discussion 42 

Churning In State Programs  43 

Churning is a problem in state Medicaid and State CHIP (SCHIP) programs. In Rhode Island, for 44 

example, the Medicaid agency found that 25% of all enrollees had a gap in Medicaid coverage over 45 

a 12-month period. About 60% of those that dropped off returned within a year (1).  Washington 46 

State Medicaid found that over a 3-month period in 2004, 36% of children whose coverage was 47 

terminated were subsequently re-enrolled (ibid). Oregon found that 15% of the Medicaid population 48 

was dis-enrolled and subsequently re-enrolled in their 2003 Medicaid expansion that was designed to 49 

increase enrollment of non-elderly adults (2).   50 

 51 

A 2006 nationwide study indicated that 1/3rd of all uninsured children had either been on Medicaid 52 

or SCHIP the previous year but had lost their coverage.  Had no drop-off occurred, the number of 53 

uninsured American children in a given year would have fallen by a third (3).  54 

 55 

Vermont found widespread churning within the Vermont Green Mountain Care. Implementation of 56 

Catamount Health in Vermont - a state subsidized insurance program – resulted in approximately 57 

10,000 beneficiaries at any one time. However, after adjusting for individuals in and out of the 58 

program over the 2-year period, the total was closer to the number estimated for the entire eligible 59 

program population –approximately 18,000 (4). 60 

 61 

Adults appear to be at much higher risk than children for dis-enrolling and becoming uninsured even 62 

through public insurance (5). Low-income adults are particularly susceptible to changes in coverage, 63 

and gaps in coverage are common. Race and ethnicity also appear to be correlated with unstable 64 

coverage (ibid). 65 

 66 

What Drives Churn 67 

Drivers for churning are multi-determined, reflecting the complexity inherent in the organization of 68 

public and private health insurance plans that invariably cause gaps in coverage and frequent 69 

transitions between sources of coverage.  People can change their source of coverage with change in 70 

job status, i.e. becoming unemployed, working more or fewer hours, or transitioning to a new job. 71 

However, many conditions related to instability in coverage can be modified through revised 72 

policies.   73 
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 74 

A significant amount of churning is due to the inability to maintain enrollees for extended time 75 

periods. This is especially true in the renewal process when enrollees; 76 

• are unaware of the need to renew their coverage;  77 

• encounter barriers to re-enrolling due to complicated and/or onerous renewal procedures; or 78 

• do not have the time or resources (e.g. cannot take time off work, lack transportation) to 79 

collect required documentation for renewal (6).   80 

Churning may occur when people are unable to pay monthly insurance premiums*, even when 81 

publicly subsidized. Many eligible recipients lack stable income, making contributions impossible at 82 

times. Those who dis-enroll due to the cost of premiums, may drop for other factors as well, for 83 

example, the cumbersome process used to pay premiums every month (1).  84 

 85 

Churn impacts population health  86 

There is evidence to indicate that loss of insurance whether through lost eligibility or drop out, is 87 

detrimental to one’s health, even in the case of temporary disruption. When controlling for 88 

confounding factors, non-elderly adult Medicaid enrollees who lose coverage have been found to be 89 

more likely to use the emergency room (8), less likely to use ambulatory care (9), more likely to 90 

have higher costs associated with their care (10), more likely to have worse health outcomes (11); 91 

and have eligible children who are also likely to be uninsured and at risk for the aforementioned 92 

health and cost concerns (ibid). 93 

 94 

Churn impacts administrative costs of coverage 95 

Churning within public programs has cost consequences for administrators, health plans, and 96 

providers, including unnecessary staff and system costs associated with:  97 

• Enrolling, dis-enrolling, and re-enrolling beneficiaries, duplication of paperwork, system 98 

updates, mailings and contact efforts; 99 

• Delivering “new member” services for each re-enrollment; 100 

• Researching/reconciling complicated and problematic billing when enrollees transition; 101 

• Verifying enrollment status and counseling consumers regarding status; 102 

                                                 
* A 2008 study of the Massachusetts health exchange, Commonwealth Care, showed new enrollees and those already enrolled 
were highly sensitive to price: a $10 increase in premiums led to an 8-16% expected relative reduction in the probability of 
enrolling/re-enrolling in any given plan (7). 
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• Staff time to track and assist intermittently insured individuals participating in disease 103 

management programs; and,  104 

• Cost-shifting and depleted resources when payments are not available to reimburse safety-net 105 

providers (1). 106 

 107 

State Responses to Churn 108 

Eligibility and Enrollment Systems-State Innovations 109 

Automatic enrollment/re-enrollment policies can simplify the application process by limiting the 110 

enrollee involvement in renewal when required data is already available (1). Automatic enrollment 111 

increases enrollment of eligible individuals and reduces the frequency of renewals while lowering 112 

administrative costs (12). Polices that permit longer times before re-enrollment, for example 12 113 

months instead of 6, can significantly impact churning (13).    114 

 115 

Medicaid/ SCHIP enrollment and renewal policies in Louisiana and Wisconsin 116 

In Louisiana, eligible children can now be reenrolled through: 117 

Ex parte renewal accounts for 33% of Medicaid and LaCHIP renewals and obtains enrollee 118 

information from Food Stamp case information, state tax information or a private employment and 119 

income verification service; 120 

Administrative renewal accounts for 44% of Medicaid and 4% of LaCHIP renewals and entails 121 

sending a letter to families meeting certain criteria requesting to report changes in income or 122 

household composition;  123 

Telephone renewal accounts for 15% of Medicaid and 37% of LaCHIP renewals and involves 124 

enrollment staff calling or receiving calls from enrollees, during which eligibility is reviewed; and, 125 

Web-based renewal accounts for 4% of LaCHIP renewals (14). 126 

These policies have resulted in increased participation, higher rates of insurance coverage for 127 

children, and administrative savings. In one-year administrative savings of 1 million dollars for 128 

enrollment costs and between $8.0 to $12.0 million for renewal costs were reported (15). Yet 129 

Louisiana’s Medicaid Payment Error Rate Measurement (PERM) is only 1.54%, which is 25% of the 130 

national average (ibid). 131 

  132 

Wisconsin’s BadgerCare Plus, a Medicaid program for children, parents, and pregnant women, 133 

enrolls families rather than individuals. This has enabled it to provide near-universal coverage for 134 
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children and greater coverage for parents and childless adults. The enrollment process uses a 135 

centralized and paperless application system and is fully integrated with an online tool, ACCESS, 136 

which allows individuals and families to determine their eligibility for public programs, apply for 137 

benefits, and check their application status. State residents are able to apply for health coverage 138 

electronically, and the system simultaneously verifies the applicant’s income and lack of access to 139 

employer coverage (16).  Initial assessments indicate BadgerCare Plus has reduced state churn rates 140 

and improved continuity of coverage for enrollees (17). 141 

 142 

PPACA and Churn 143 

A number of federal provisions in the PPACA will impact churn—the most significant is the 144 

individual mandate requiring individuals to obtain insurance. State rules for Medicaid eligibility will 145 

become more standardized under the PPACA.  These rules include: 1) use of the Modified Adjusted 146 

Gross Income (MAGI) standard for Medicaid eligibility; 2) eliminating any sort of asset test; and 3) 147 

simplification of enrollment procedures within Medicaid. (18).  For example, a single application 148 

form can be used for all three needs-based health insurance programs - Medicaid, CHIP, and 149 

subsidies in the Exchanges is currently being developed (19). To be efficient, it will require data-150 

matching systems, allowing all health agencies to exchange information from application forms to 151 

determine appropriate eligibility for Medicaid, the Exchanges, or other forms of subsidized 152 

insurance (ibid). In addition, with PPACA funding of exchange navigators, states will be given a 153 

resource for providing support to enrollees in need of transitioning from Medicaid to the Exchange. 154 

and vice versa.  155 

 156 

Bottom Line 157 

Without revisions to current policies for eligibility and renewal, many enrollees under insurances 158 

exchanges will be subject to dis-enrollment and re-enrollment in the same or another program.  159 

Several policies outlined above have been shown to reduce churn, including enrolling recipients 160 

using presumptive eligibility standards; allowing continuous (12 month) enrollment for newly 161 

eligible regardless of income changes; streamlining the renewal process; using exchange navigators; 162 

and taking advantage of policy changes permitted under PPACA.  Churning is likely to be reduced 163 

with these types of policies in effect uniformly across the states, which in turn should reduce system 164 

costs.   165 
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