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Introduction
Over the past two decades, through Medicaid and the Chil-
dren’s Health Insurance Program (CHIP), states have made 
great strides in providing children in families with low-to-mod-
erate income appropriate and affordable health coverage. 
Since CHIP was enacted in 1997, the national rate of un-
insured children has been reduced from 14 percent to 6.2 
percent (2014).1  Over the past 20 years, states have not only 
increased enrollment in children’s coverage programs, but 
also focused on children’s unique care and developmental 
needs by ensuring habilitative, oral, and behavioral health 
services are available. The Affordable Care Act (ACA) creat-
ed new coverage options for other populations, including par-
ents who were previously uninsured. Research indicates that 
providing coverage for parents not only increases children’s 
coverage rates, but also improves children’s access to care 
and use of preventive health services.2 However, with federal

CHIP funding only guaranteed through September 2017, there are concerns about the future of chil-
dren’s coverage, particularly regarding the availability of affordable, appropriate pediatric benefits in 
private coverage. 

CHIP is a critical source of health coverage for children today and offers important lessons as children 
move in and out of public and private coverage due to family income changes. State officials are con-
sidering how to apply those lessons to improve private insurance coverage and use them to develop 
contingency plans if CHIP is not funded beyond 2017, when state officials would need to be ready to 
transition children enrolled in CHIP to other available sources of coverage.

The National Academy for State Health Policy (NASHP), with support from the David and Lucile Pack-
ard Foundation, convened a stakeholder group of health policy experts that included national advocates 
and state officials representing Medicaid, CHIP and health insurance exchanges to explore the policy 
options states may have to maintain children’s coverage. The goal of the group’s discussions was to 
raise potential options, not to plan how to implement these options. Future convenings of this stake-
holder group and CHIP and Medicaid directors will address issues and policy considerations related to 
implementation of these approaches to coverage. This paper provides an overview of children’s current 
coverage options and summarizes the themes from the stakeholder group’s discussions that identified 
potential options for ensuring strong children’s coverage into the future. A list of the policy experts par-
ticipating in the NASHP discourse meeting is in appendix A. 
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Setting the Context: Children’s 
Current Coverage Options
Currently families access health coverage for their children through 
several different sources that are publicly and privately funded. Medic-
aid and CHIP programs fill gaps that still remain in the private insurance 
market, particularly for families with low and moderate income that may 
have limited access to private, employer-sponsored coverage or face 
affordability challenges. There has been bipartisan support at the feder-
al and state levels to gradually increase children’s coverage, which has 
helped to make it a priority for policymakers.

Medicaid
Medicaid was created to provide health coverage for vulnerable popula-
tions including those who are aged, blind and disabled, as well as fam-
ilies with dependent children receiving cash assistance, and expanded 
over time to include pregnant women, more low-income children, and 
some parents. Over time the federal government established manda-
tory coverage levels primarily for children and pregnant women and 
states could chose to expand Medicaid eligibility for these populations.3  
Most recently, a provision in the ACA established a Medicaid eligibility 
floor of 138 percent of the federal poverty level (FPL) for most Medicaid 
eligibility groups, including children and adults. Though the Supreme 
Court issued a decision that the federal government could not compel 
states to expand Medicaid for adults up to that level, as of March 2016, 
31 states and the District of Columbia have chosen to do so, allowing 
children and parents with income up to 138 percent of the FPL to be 
covered. In addition to covering children in families with low income, 
states can opt to use Medicaid to cover children with complex medical 
conditions regardless of their family’s income through waiver authority 
and most do so.4  During 2014, approximately, 30.6 million children 
were enrolled in Medicaid.5

Medicaid is required to provide a comprehensive benefit package to its 
enrollees, particularly for children. Those children enrolled in Medicaid 
are entitled to the Early and Periodic Screening, Diagnostic and Treat-
ment (EPSDT) benefit and services, which include screening, diagnos-
tic and treatment services. EPSDT is considered a model pediatric ben-
efit package, which focuses on healthy development and maximizing 
function. These services, when medically necessary, are provided to 
children at little or no cost to their families. Overall, cost sharing require-
ments in Medicaid are very limited. Children and pregnant women in 
Medicaid with incomes up to 150 percent of the FPL are exempt from 
most premiums and cost sharing. Those enrolled with incomes above 
150 percent of the FPL are responsible for nominal cost sharing that 
cannot exceed five percent of the families’ income.6 

Medicaid is a jointly funded 
federal-state entitlement 
program. The federal govern-
ment contributes a specific 
percentage of Medicaid 
expenditures to states ac-
cording to the Federal Med-
ical Assistance Percentage 
(FMAP), which varies across 
states but ranges from 50 
percent – 74 percent.

http://nashp.org/states-stand-medicaid-expansion-decisions/
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The Children’s Health Insurance Program (CHIP)
CHIP was created as part of the Balanced Budget Act of 1997, and is 
a jointly funded federal-state health coverage program. It is not an en-
titlement.  CHIP is funded through a federal block grant that provides 
capped enhanced matching funds to states; the federal match for CHIP 
ranges between 88 and 100 percent. It provides coverage for low-income 
children in families whose income exceeds the threshold for Medicaid in 
their state and who generally do not have access to employer-sponsored 
health insurance.7  State income eligibility limits for CHIP vary greatly, 
from 150 percent of the FPL in North Dakota to 400 percent of the FPL 
in New York. Of the children enrolled in CHIP as of FY2013, almost 90 
percent had family income at or below 200 percent of the FPL.8  Although 
states have some flexibility to charge premiums and cost-sharing in 
CHIP, federal law limits families’ total annual cost-sharing for CHIP to 
no more than five percent of family income. Most state CHIP programs 
only require minimal cost sharing. During 2014, approximately 8 million 
children were enrolled in CHIP.9 

States have the flexibility to create a separate CHIP program, use CHIP 
funds to expand Medicaid for children or a combination of both approach-
es.10  CHIP-funded Medicaid expansion programs offer CHIP-eligible chil-
dren Medicaid benefits. Separate CHIP program benefits were originally 
defined using benchmark plans that states could choose, which included 
Medicaid or specific private insurance options. Over time, states have 
adopted new benefits and expanded upon others. As a result, state CHIP 
programs provide comprehensive benefit packages for their enrollees.11  

Originally CHIP was established for a ten-year period, but has been re-
authorized and funding has been extended several times. The ACA re-
authorized the program and the most recent extension of federal CHIP 
funds passed through the Medicare Access and CHIP Reauthorization 
Act of 2015 (MACRA), which extended federal funding through Septem-
ber 2017. It is unknown if Congress will extend CHIP federal funding 
beyond 2017. 

Employer-Sponsored Insurance (ESI)
Nearly half of all children receive their health coverage through employ-
er-sponsored insurance (ESI). It is estimated that 47 percent of children 
through age 18 (approximately 37 million) are insured through a parent’s 
employer sponsored coverage.12  While most children have a parent who 
works full time, their access to ESI differs significantly based on 
family income.13  For instance, 58.9 percent of children with family in-
come between 139 percent and 200 percent of the FPL have access to 
ESI through a working parent, while 90.1 percent of children with family 
income at or above 400 percent of the FPL have access to ESI.14  Med-
icaid and CHIP fill gaps in the private coverage market for children with 
low to moderate family income.

A provision in the ACA 
increased the states’ CHIP 
enhanced FMAP beginning 
in Federal Fiscal Year (FFY) 
2016. Prior to FFY 16, the 
CHIP FMAP range was 
65-81percent
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Access to ESI for children of working parents de-
pends on two factors: 1) whether or not an em-
ployer offers coverage to employees and their de-
pendents and 2) the affordability of the premium 
for family coverage. An employer may give his/her 
employees the option to add their children to ESI, 
but substantial premiums, co-pays, or deductibles 
may prohibit families from doing so. As such, even 
if it is offered, not all families may be able to pur-
chase ESI for their children.

Health insurance offered through employers is in-
credibly varied and cannot be easily summarized. 
Differences in ESI exist according to the size of 
the employer (small versus large), the type of in-
surance offered (Health Maintenance Organiza-
tions or HMOs; Preferred Provider Organizations 
or PPOs; Point of Service plans or POS; etc.), 
the provider networks included, the costs of the 
coverage, and more. Another major difference is 
whether or not the ESI is self-insured.15 If self-in-
sured, the federal government sets the minimum 
standards for ESI through the Employee Retire-
ment Income Security Act of 1974 (ERISA). As a 
result of this diversity, the costs and benefits with-
in ESI cannot be uniformly summarized. 

Health Insurance Exchanges 
(exchanges)
 The ACA established health insurance exchang-
es or marketplaces, which are set up to facilitate 
the purchase of health coverage. Some states 
have opted to create and operate their own State-
based Marketplace (SBM) and others use the ex-
change created by the federal government known 
as the federally facilitated marketplace (FFM). 
Through exchanges, consumers can purchase 
private health coverage and enroll in a qualified 
health plan (QHP), which is a certified health plan 
that meets benefit and cost sharing standards. 
At the end of the open enrollment period for plan 
year 2015, over 11.6 million individuals enrolled 
in QHPs; approximately six percent, or 790,000 
enrollees were under age 18.16 

The ACA uses actuarial value to measure how 
costs for QHPs and other non-grandfathered plans 
sold in the individual and small group markets are 

split between the insurer and the consumer. Actu-
arial value is the percentage of total average costs 
that will be covered by a health plan. For example, 
a plan with 80 percent actuarial value would be 
expected to pay, on average, 80 percent of the 
standard population’s medical expenses, which 
means an individual enrolled in that plan would 
be responsible for the remaining 20 percent in the 
form of deductibles, co-payments, and 
coinsurance.17 

The ACA also created sliding scale subsidies in 
the form of advanced premium tax credits (APTC) 
for individuals with incomes between 100 per-
cent of the FPL and 400 percent of the FPL.  Also 
cost sharing reductions (CSR) are available for 
consumers purchasing silver level QHPs with in-
comes up to 250 percent of the FPL. Exchanges 
are tasked with determining consumers’ eligibili-
ty for these subsidies. When combined, the pre-
mium subsidies and cost sharing reductions can 
significantly reduce the out-of-pocket spending for 
those with family income between 100 percent of 
the FPL and 200 percent of the FPL.18  

Families can face affordability challenges when 
purchasing coverage through exchanges. Eligibil-
ity for APTC, the premium subsidies for QHPs, is 
based on both income and access to affordable 
ESI. The definition of “affordable” ESI for this pur-
pose is based on the cost to workers of self-only 
ESI coverage.19 If the premium for an individual 
policy offered through an employer is not greater 
than 9.66 percent of family income, then an adult 
with dependents is deemed to have access to 

The ACA requires plans to meet distinct levels of 
coverage, called “metal levels” and each metal 
tier corresponds to an actuarial value based 
on its cost sharing. The metal level and corre-
sponding actuarial value is below:

          • Platinum plans = 90% actuarial value
          • Gold plans = 80%  actuarial value
          • Silver plans = 70 % actuarial value
          • Bronze plans = 60% actuarial value
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affordable coverage and is not eligible for the APTC – even though the additional premium cost to add 
dependents to the policy may be unaffordable for many low- to-moderate income households. This bind, 
in which a parent may be unable to afford family coverage through his or her employer but is also not 
eligible for premium subsidies to purchase exchange coverage, is known as the “family glitch.” Currently, 
CHIP provides an affordable pediatric coverage option for low-to-moderate income families caught in 
the “family glitch”. That is, parents enrolled in ESI can enroll their children in CHIP.  

As required by the ACA, all non-grandfathered individual and small group market health plans, including 
QHPs, must cover the same set of 10 essential health benefits (EHBs). To implement the EHB require-
ments, the U.S. Department of Health and Human Services (HHS) chose to permit states to select a 
benchmark plan from among a set of plan options.20  Each state’s EHB package is defined by a state’s 
benchmark plan selection.  As many commercial benchmark plans did not include pediatric vision or 
oral health care services, HHS required states to choose a supplemental plan to cover these services 
if they were not part of the benchmark. Specifically, states could select the Federal Employees Dental 
and Vision Insurance Program (FEDVIP) or CHIP as the supplemental benchmark for pediatric vision or 
oral health care services.

Table 1. Essential Health Benefits

1. Ambulatory patient services
2. Emergency services
3. Hospitalization
4. Maternity and newborn care
5. Mental health and substance use disorder services including behavioral health treatment
6. Prescription drugs
7. Rehabilitative and habilitative services and devices
8. Laboratory services
9. Preventive and wellness services and chronic disease management
10. Pediatric services, including oral and vision care

Potential Future Shifts in Children’s Coverage 
The ACA includes a Maintenance of Effort (MOE) provision that requires states continue the eligibility 
standards, including methodologies and procedures, for children that were in place on March 23, 2010 
through September 30, 2019.21  Therefore, if federal CHIP funding expired at the end of FFY 2017, 
children enrolled in Medicaid-expansion CHIP programs would not lose their coverage. However, states 
would receive the federal Medicaid match rate for these children rather than the higher CHIP match 
rate. Given the increased Medicaid costs states would face in this scenario, it is expected that, once 
the MOE requirement expires at the end of FFY 2019, many states would decrease children’s eligibility 
for Medicaid, and that an additional 2.3 million children would lose Medicaid coverage after FFY 2019. 
Approximately 700,000 of these children would become uninsured.22 

There are more immediate concerns for children currently enrolled in separate CHIP programs. If federal 
funding is not extended beyond FFY 2017, estimates are that 3.7 million children currently enrolled in 
separate CHIP programs would lose that coverage.23 Of these children, it is projected that approximately 
1.4 million would enroll in subsidized exchange coverage, 1.2 million would enroll in employer-spon-
sored insurance, and 1.1 million would become uninsured.24 

* Source: “Information on the Essential Health Benefits  (EHB) Benchmark Plans,” Centers for Medicare and Medicaid Services, accessed 
February 2016, https://www.cms.gov/cciio/resources/data-resources/ehb.html

“Information on the Essential Health Benefits  (EHB) Benchmark Plans,” Centers for Medicare and Medicaid Services, accessed February 2016, https://www.cms.gov/cciio/resources/data-resources/ehb.html
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While it is expected that approximately two-thirds 
of the children that may lose separate CHIP 
coverage will transition to either exchange or ESI 
coverage, their benefits will be less robust and 
their families’ out-of-pocket costs will be greater. 
This is echoed in a recent Centers for Medicare 
and Medicaid Services (CMS) white paper high-
lighting results from a HHS state-by-state study 
that determined QHPs are not comparable to 
CHIP in either benefits or cost sharing.25  Though 
the ACA requires plans sold both in and out of 
the exchanges to offer the EHB benefit package, 
additional studies have found CHIP benefits are 
more comprehensive, particularly for oral health, 
audiology exams and hearing aids, autism ser-
vices, and habilitative services.26,27,28 

In addition to the comparability of benefits be-
tween CHIP and private coverage, there are 
concerns about the affordability of that coverage. 
The “family glitch”, which can keep some families 
from receiving APTC, is one challenge to ensur-
ing children transitioning from CHIP to a QHP 
have affordable coverage. The estimated cost 
of child-only coverage through the exchange for 
parents who have ESI could exceed six times the 
cost of CHIP, depending on the family’s income, 
which affects the amount of the premium subsi-
dy.29  However, even families that purchase silver 
level QHP coverage and are eligible to receive 
both APTC premium subsidies and cost-sharing 
reductions will be responsible for higher costs 
than if their children were enrolled in CHIP. On 
average, for parents enrolled in exchange cov-
erage, the added cost of exchange coverage for 
two children is more than twice the cost of CHIP 
coverage.30  

A look at Arizona and the elimination of their 
CHIP program, KidsCare, offers a glimpse of 
how children coverage may change without 
CHIP. Arizona froze KidsCare enrollment due to 
state fiscal challenges in January 2010, prior to t 
effective date of the MOE requirement. The state 
created a short-term alternative CHIP program 
for children through December 2013 and provid-
ed families with information to enroll in exchange 
coverage beginning January 2014.31  According 
to data from the American Community Survey 
(ACS), Arizona’s uninsured rate for children with 
family income between 138 percent and 199 
percent of the FPL, which is within the CHIP 
eligibility income range, went from 10 percent in 
2013 to 16.5 percent in 2014.32  This represented 
the highest uninsured rate for this income range 
in the country; the national uninsured rate for 
children within this income range in 2014 was 
nine percent.33  These data affirm national projec-
tions that without CHIP, a portion of children will 
become uninsured. Additional ACS data from Ari-
zona also affirms the expectation that a portion of 
children losing CHIP will transition to QHPs be-
cause children in the state enrolled in exchange 
coverage at a higher rate. In 2014, 19 percent 
of exchange enrollees in Arizona were children, 
compared to the national child enrollment rate of 
six percent.34  This trend indicates that despite 
the higher cost sharing, families are committed to 
securing coverage for their children. Data on how 
many families may have fallen into the “family 
glitch” is unavailable. However, focus group dis-
cussions with families in Arizona suggest some 
were affected by the “ family glitch” because they 
reported challenges in finding affordable cover-
age for their children.35   

https://www.medicaid.gov/chip/downloads/certification-of-comparability-of-pediatric-coverage-offered-by-qualified-health-plans.pdf


 Using CHIP and the ACA to Better Serve Children Now and in the Future 7

NATIONAL ACADEMY FOR STATE HEALTH POLICY   |   Download this publication at www.nashp.org

Possible State Options for the Future of Children’s 
Coverage 
If federal funding for CHIP is not continued beyond FY2017, there is an array of options that could be 
considered to ensure continued coverage for children. It is expected that ESI will remain an important 
source of coverage for most children, with or without CHIP. As such, improvements in ESI coverage 
for children are an important consideration. However, given the variability of ESI coverage and lack of 
state control to set standards for ESI in the case of self-insured plans, the stakeholder group focused its 
discussions on Medicaid and ways to improve pediatric coverage in health insurance exchanges. The 
following are potential options identified from these discussions:
 •  Extend Medicaid eligibility at states’ regular FMAP for children
 •  Maximize the potential in exchanges for families  
        o  Offer CHIP through exchanges as the child-only plan
        o  Use CHIP as states’ EHB benchmark plan for all QHPs
        o  Use CHIP to define pediatric benefits in EHB
        o  Provide additional financial assistance to families

Expand Medicaid Eligibility for Children 
One option states have to provide affordable coverage for children who may lose coverage under sepa-
rate CHIP plans would be to expand income eligibility for Medicaid, enabling these children to transition 
to the program. Since most children enrolled in CHIP come from families with incomes below 200 per-
cent of the FPL, states could raise the Medicaid income eligibility threshold for children to 200 percent of 
the FPL (or a higher level) to reach children affected by the loss of CHIP. This option has been identified 
by the Medicaid and CHIP Payment and Access Commission (MACPAC) as a strategy should federal 
CHIP funding not be extended beyond FY 2017.36  

Expanding Medicaid eligibility for children would extend EPSDT’s comprehensive benefits to children 
losing CHIP coverage at low or no cost to their families. Doing so would cost states more than they are 
currently spending on CHIP because, as noted earlier, the federal match rate for Medicaid is lower than 
the CHIP match rate. How much additional matching funds will be needed to extend Medicaid to more 
children? This will vary by state depending on the state’s current Medicaid income eligibility levels, the 
increased income eligibility level the state choses, and how many additional children will be seeking 
coverage in that state when CHIP ends. States choosing this option may be able to adjust the cost shar-
ing structure for children in families with income higher than 138 percent of the FPL. For instance, the 
Medicaid cost sharing for these families could be established to align with CHIP cost sharing, which is 
up to five percent of family income. 

Maximize the Potential in Exchanges
With nearly 20 years of success in addressing children’s health care needs, CHIP could be used as a 
model to improve child coverage (and potentially family coverage), in the exchanges. Exchanges are a 
key component of the ACA’s goal to provide additional coverage options for the uninsured through the 
private market. Although exchanges currently serve mostly adults enrolling in QHPs, options for improv-
ing this coverage for children exist because: 
 1) Premium subsidies and cost-sharing reductions are available for many individuals and 
                families, particularly those within the current CHIP income eligibility range; 
 2) The ACA includes provisions to help serve children through exchanges in QHP coverage,
                such as the requirement of a “child-only plan” and the inclusion of “pediatric services” within
                the EHB; and
 3) States have a fair amount of discretion in developing exchange coverage within federal 
                guidelines. 
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Advantages for maximizing the potential within 
exchanges are both the added value for an en-
tire family seeking coverage and the potential cost 
benefit to insurers. Health plans would likely wel-
come adding children to coverage sold through 
exchanges, as they are a relatively low-cost, low-
risk population. It is expected that offering com-
prehensive, pediatric specific benefits could make 
exchange coverage more family-friendly. By doing 
so, the coverage may be viewed as a long-term 
solution for families rather than insurance to fill in-
termittent gaps in coverage, which could stabilize 
the exchange market from enrollment fluctuations. 

The options for using CHIP to improve coverage 
for children offered through exchanges are out-
lined below.

Offer CHIP on Exchanges as the 
Child-only Plan
One option is to offer the state’s CHIP plan 
through the exchange as a child-only plan.37  All 
insurers offering QHPs through the exchanges 
are required to offer child-only QHPs for individu-
als up to age 21 at the same metal levels (bronze, 
silver, gold, platinum) as the other QHPs they of-
fer. The ACA specifies that the coverage in these 
child-only plans must be equivalent to other QHP 
coverage offered under the corresponding metal 
levels. Currently, the child-only plans offered on 
the exchanges, which are available for children 
and youth regardless of whether their parents 
purchase coverage, are identical to the other 
QHPs sold on exchanges. Many stakeholders are 
interested in moving to child-only plans that cov-
er comprehensive benefits specifically tailored to 
pediatric needs, like those covered by many CHIP 
programs. 

Tailoring the child-only plan option to better meet 
children’s health needs is appealing to stakehold-
ers because families can purchase this coverage 
for children even if the parent(s) has employee-on-
ly ESI. Pricing a child-only plan would be critically 
important given the “family glitch”. Since children 
are generally healthy and their health care costs 
are typically less than adults, it is worth exploring 
if there is some flexibility in setting the cost of a 

child-only plan. Could exchanges offer child-only 
plans that share their own risk pool separate from 
that of adults purchasing QHPs? Would doing so 
help to lower premiums for child-only plans mak-
ing them more affordable for families, especially 
those that can’t receive APTC due to the “family 
glitch”? 

There are considerations in adopting this option 
beyond addressing affordability issues. The ACA’s 
standards concerning EHB-governed plans spec-
ify that benefits established through the EHBs 
cannot be limited based on age where there is no 
medical evidence for doing so.38  Could a child-only 
plan that offers CHIP benefits conflict with this an-
ti-discrimination language? Or does the provision 
establishing a child-only plan take precedence 
over the anti-discrimination language? Futher-
more, since the EHB explicitly requires pediatric 
benefits, including oral and vision care, preventive 
and habilitative services, would a child-only plan 
need to include benefits beyond the EHB? 

Use CHIP as the EHB Benchmark 
Plan
Another option that may improve health benefits 
not just for children but for entire families would be 
to permit states to select CHIP as a state’s EHB 
benchmark plan. Establishing CHIP as an EHB 
benchmark option would comply with anti-dis-
crimination provisions within the ACA because it 
would provide uniform benefits for both adults and 
children purchasing coverage within and outside 
of the exchange. CHIP’s comprehensive benefits 
would meet adult health needs while providing im-
proved pediatric benefits for children at the same 
time. 

States could use their own CHIP benefit packages 
as the EHB benchmark. Alternatively, federal pol-
icymakers could define a national median CHIP 
benefit plan that would be the EHB benchmark 
option for states, or serve as a model EHB bench-
mark.39 A 2014 analysis from Wakely Consulting 
Group comparing separate CHIP programs and 
QHPs outlined some of the key child-focused ben-
efits that are more adequately covered by CHIP 
than by QHPs.40 These benefits include physical,
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Pediatric Dental Care

occupational and speech therapies, audiology and oral health care services. The findings from this 
study in particular could help inform the definition of a national median CHIP benefit package since 
states’ CHIP benefits vary. 

If a state were to choose the CHIP benchmark option, the national median CHIP benefit package would 
serve as the minimum. Some states with a more robust CHIP benefit package may be interested in us-
ing their own CHIP benefits as their EHB benchmark rather than the median national standard. In these 
instances, federal policymakers could permit states to select their own separate CHIP benefit package 
to serve as the EHB benchmark plan. 

There are some changes that would need to happen to pursue this option. First, CHIP would need to be 
included on the list of federally-approved benchmark plans that states can chose to define EHB. States 
are permitted to use CHIP to define specific benefits (pediatric dental and vision) within the EHB and 
have opted to do so. Also, states have already chosen the benchmark plan they will use through plan 
year 2017, so the earliest this change could be implemented would be for plan year 2018. The HHS Sec-
retary noted within the preamble of federal regulations that the approach to using benchmark plans for 
the EHB would be assessed prior to plan year 2018.44  Perhaps during this assessment, the Secretary 
can consider additional plans that could be used for the EHB benchmark?

There are additional considerations in adopting CHIP as the EHB benchmark that would serve every-
one, such as cost. To what extent will adding dental coverage, which is an embedded benefit in CHIP, 
to a state’s EHB increase health care costs, particularly for adults? What other additional benefits would 
be made available to adults? And would those benefits affect costs? 

A notable advantage of providing states with the option to use CHIP as 
their EHB benchmark is that it would improve dental coverage in exchange 
plans, as CHIP is federally required to offer dental coverage. Many poli-
cymakers, experts, and advocates have noted concerns related to ensur-
ing that children moving from CHIP to exchange coverage have access 
to adequate dental care. While pediatric oral care is required within the 
pediatric services category of the EHB, QHPs do not have to cover this 
benefit if there are stand-alone dental plans available on the exchange, and 
only a few states require families to purchase stand-alone dental coverage 
for children. In comparing separate CHIP program benefits to those of-
fered through QHPs, dental services were not covered in 60 percent of the 
QHPs.41  Further, the cost of stand-alone dental coverage is not accounted 
for in the calculation of APTC and cost-sharing reductions cannot be ap-
plied to stand-alone dental coverage.  

According to a recent analysis of QHPs which embed dental coverage in their health plans, in 23 of the 26 
states with separate CHIP programs and federally-facilitated marketplaces, at least some -and in some states 
all-of the second-lowest-cost silver exchange plans did not include pediatric dental coverage.42  Additionally, 
data regarding the number of children enrolled in QHPs that embed dental coverage are not available.43  Given 
these policy challenges related to ensuring that children with exchange coverage have access to dental cover-
age, a CHIP benchmark would be one policy option to address these concerns. Also, another advantage of this 
option is that it would also provide dental coverage to adults.
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Use CHIP to Define Pediatric Services 
in the EHB 
A more limited alternative to permitting states 
to use CHIP as a benchmark for the entire EHB 
would be to permit states to use it as the bench-
mark for the pediatric services category of the 
EHB only. This option would allow states to contin-
ue to choose from the existing federally approved 
benchmark plans to define their overall EHB, but 
more clearly delineate the benefits and services 
provided to children by using CHIP’s benefit pack-
age for the pediatric services category. 

This option provides states with an opportunity to 
more clearly define the EHB’s pediatric services 
category. The EHB benchmark plans that many 
states use to define all benefit categories are small 
group plans, which generally were not developed 
with specific consideration of children’s unique 
needs. In contrast, CHIP offers a well established 
and ready-to-use model to help ensure that the 
scope of coverage offered through the pediatric 
services component of the EHB is clearly defined, 
comprehensive and tailored to meet children’s 
unique developmental needs. 

Although CHIP has already been used by states 
to supplement their EHB benchmark plans to 
meet the requirement for providing pediatric oral 
and vision care45, the benchmark approach to 
specifically define the entire EHB’s pediatric ser-
vices category is a concept that has not yet been 
proposed by HHS. Some policy analysts have in-
terpreted federal guidance to permit states to ex-
ercise flexibility in adjusting benefit design under 
the EHB pediatric services category.46  Do states 
need explicit permission, either through statute 
or regulation, to use CHIP as a benchmark for 
the EHB’s pediatric services category? Are there 
costs associated with altering the EHB’s pediatric 
services category? Would there be administra-
tive challenges for exchanges or QHPs in adding 
a benchmark plan for a specific benefit category 
within the EHB? 

Additional Financial Assistance: 
Premium and Cost-Sharing Wraps
Allowing states to use CHIP to shape benefits in 
the QHPs offered through the exchanges in any of 

the ways described would give them mechanisms 
to ensure that children, and perhaps parents and 
childless adults as well, have comprehensive ben-
efits. However, policymakers would still need to 
confront the issue of affordability. As noted pre-
viously, families purchasing coverage for their 
children through the exchanges would face high-
er premiums and total out-of-pocket costs for that 
coverage compared to CHIP. 

One option to make exchange coverage more af-
fordable for families with children would be to pro-
vide a cost sharing ‘wrap’ to cover exchange plan 
premium costs and/or co-payments for families 
within certain income ranges. This wrap-around 
assistance would supplement any exchange pre-
mium subsidies and cost-sharing reductions that 
a family receives. This additional financial assis-
tance would make exchange coverage more af-
fordable for low- and moderate-income families, 
and would be especially beneficial for families fac-
ing significant out-of-pocket costs because of high 
health care needs. For families ineligible for APTC 
due to the “family glitch”, the financial wrap assis-
tance may help a child, who would have otherwise 
gone uninsured, be enrolled in a QHP. 

To implement this option, particularly if federal 
support for CHIP is not extended, state and fed-
eral policymakers will need to identify available 
funding. Some states may opt to use the funding 
that would have gone towards their state CHIP 
match to instead pay for the financial assistance 
wrap. Federal funds are another possible source 
for financing a cost-sharing wrap. Even if federal 
funding for the overall CHIP program ends, could 
federal policymakers consider directing a dedi-
cated amount of Title XXI funding solely for the 
purpose of providing cost-sharing wraps? To mini-
mize the cost of this financial assistance, perhaps 
a cost-sharing wrap could be created specifically 
for those affected by the “family glitch”? 

There are existing models in other health cover-
age programs—including CHIP—that could help 
guide policy development on the design and man-
agement of these cost-sharing wraps. For exam-
ple, some states have premium assistance pro-
grams that use CHIP funding to subsidize the cost 
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of private coverage for children.  Also state Medicaid programs in Massachusetts, New York, Rhode 
Island and Vermont are already testing a related model. These states are implementing premium wrap-
around programs for adults enrolled in exchange coverage who would have been eligible for Medicaid 
prior to 2014 under state programs.47  To date, these programs are limited in scope, and in the case 
of the Medicaid premium assistance programs, they are in the early stages of implementation. There 
are questions that will need to be considered prior to implementing a cost-sharing wrap for exchange 
coverage that is in addition to any federal subsidies. How administratively complex and costly will it be 
to execute? What kind of systems changes will be necessary? Despite these challenges, some states 
might choose to pursue the premium/cost-sharing wrap option in order to reduce the financial burden for 
low-income families with exchange coverage.

Conclusion
Medicaid and CHIP continue to be important coverage sources for children in families with low- to mod-
erate-incomes. With the uncertainty of CHIP beyond 2017, stakeholders, especially state officials, must 
consider what alternative sources of coverage are available to maintain the over two decades of gains 
in covering uninsured children and providing comprehensive coverage made by all states since the pas-
sage of CHIP. The ACA provides some potential infrastructure through health insurance exchanges and 
the EHB for states to continue to provide comprehensive coverage for children. Using CHIP as either 
the child-only plan sold through exchanges or to better define the EHB could be possible options for 
ensuring strong children’s coverage into the future. Policymakers likely also need to address affordability 
challenges for low-to-moderate income families. Perhaps this can be achieved by continuing to provide 
some additional financial assistance to subsidize children’s coverage. But the pathways to implement 
these options require considerable analysis.

Appendix A

Future of Children’s Coverage Stakeholder Group Discussion Participants:
• Joan Alker, Executive Director, Georgetown University Center for Children and Families
• Jessica Altman, Chief of Staff, Pennsylvania Insurance Department
• Carrie Banahan, Executive Director, Kentucky Office of Health Benefit and Information Exchange
• Sharon Carte, Executive Director, WVCHIP and MACPAC Commissioner
• Debra Curtis, Deputy Director for Policy and Exchange Programs, DC Health Benefit Exchange Authority
• Molly Droge, M.D., FAAP, Chair, Access to Care Subcommittee, American Academy of Pediatrics
• Heather Foster, Vice President, Marketplace Policy, Association for Community Affiliated Plans
• Genevieve Kenney, Co-Director and Senior Fellow, The Urban Institute
• Bruce Lesley, President, First Focus
• Eugene Lewit, Consulting Professor, Health Research and Policy, Stanford University
• Rebecca Matthews, Chief Executive Officer, Florida Healthy Kids Corporation
• Julia Paradise, Associate Director, Kaiser Commission on Medicaid and the Uninsured Kaiser Family Foundation
• Manning Pellanda, Director, Division of State Coverage Programs, Centers for Medicare & Medicaid Services
• Trish Riley, Executive Director, National Academy for State Health Policy (Facilitator)
• Anne Schwartz, Executive Director, Medicaid and CHIP Payment and Access Commission
• Colleen Sonosky, Associate Director, Division of Children’s Health Services, DC Department of Health Care 
   Finance
• JoAnn Volk, Research Professor, Georgetown University Center on Health Insurance Reforms
• Brian Webb, Manager of Health Policy and Legislation, National Association of Insurance Commissioners
• Robert Zavoski, M.D., Medical Director, Connecticut Department of Social Services
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Appendix B

Source: Medicaid and CHIP Payment and Access Commission (MACPAC), “ Chapter 5: Design Considerations for the Future of Children’s 
Coverage: Focus on Affordability,” in March 2016 Report to Congress on Medicaid and CHIP, (Washington DC, 2016), 118-120.

 Source: Medicaid and CHIP Payment and Access Commission (MACPAC), “ Chapter 5: Design Considerations for the Future of Children’s 
Coverage: Focus on Affordability,” in March 2016 Report to Congress on Medicaid and CHIP, (Washington DC, 2016), 118-120.
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Source: Medicaid and CHIP Payment and Access Commission (MACPAC), “ Chapter 5: Design Considerations for the Future of Children’s 
Coverage: Focus on Affordability,” in March 2016 Report to Congress on Medicaid and CHIP, (Washington DC, 2016), 118-120.

Notes: 
•  The ACA established a minimum Medicaid income eligibility level of 138% of the FPL (this includes 
    the required five percent  income disregard) for those under age 65 that is noted in the chart using 
    the red line. 
•  Medicaid and CHIP are financed through separate funding streams. CHIP dollars are used to fund 
   both state’s separate CHIP and Medicaid expansion CHIP programs at the enhanced federal match
   rate.
•  As noted in the chart, there are states that operate Medicaid and CHIP programs with overlap-
   ping eligibility levels. In these cases, children with no other source of health coverage are enrolled in
   CHIP-funded programs, while those with another source of health coverage are enrolled in Medic-
   aid. Children who have another other coverage are not eligible for CHIP. 
•  This chart does not include state CHIP programs that cover pregnant women through the unborn 
    child coverage option.
•  Arizona ended its CHIP program, but the state’s income eligibility levels are noted in the chart for 
   reference.
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