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Key Takeaways

This brief reviews children’s coverage today and examines what is at stake for children’s coverage in upcoming
debates around funding for the Children’s Health Insurance Program (CHIP), repeal and replacement of the
Affordable Care Act (ACA), and restructuring of Medicaid financing to a block grant or per capita cap.

e Following decades of steady progress, largely driven by expansions in Medicaid and CHIP,
the children’s uninsured rate has reached an all-time low of 5%. Medicaid and CHIP are key
sources of coverage for our nation’s children, covering nearly four in ten (39%) children overall and over
four in ten (44%) children with special health care needs. Medicaid serves as the base of coverage for the
nation’s low-income children and covered 36.8 million children in fiscal year 2015. CHIP, which had 8.4
million children enrolled in fiscal year 2015, complements Medicaid by covering uninsured children above
Medicaid eligibility limits.

There is much at stake for children’s coverage in upcoming debates. New legislative authority is
needed to continue CHIP funding beyond September 30, 2017. In addition, the Administration and

Republican leaders in Congress have called for repeal and replacement of the ACA and restructuring of

Medicaid financing to a block grant or per capita cap. Loss of CHIP funding, repeal of the ACA, and capping
Medicaid financing all have the potential to reverse the coverage gains achieved to date and increase the
number of uninsured children. In addition, rollbacks in coverage for parents could contribute to coverage
losses among children and increased financial instability among families.

Reductions in children’s coverage would lead to reduced access to care and other long-term
effects for children and increase financial pressure on states and providers. Reductions in
children’s coverage would result in fewer children accessing needed care, including preventive services such
as well child visits and immunizations. Research also suggests that reductions in children’s coverage could
have broader long-term negative effects on their health, education, and financial success as adults. In
addition, loss of CHIP funding and reductions in federal Medicaid financing would create funding gaps that
would increase financial pressure on states and providers.

Introduction

Following decades of progress, bolstered by the ACA, the children’s uninsured rate has reached an all-time low.
This brief reviews children’s coverage today and examines what is at stake for children’s coverage in upcoming
debates around CHIP funding, repeal and replacement of the ACA, and restructuring of Medicaid financing to a
block grant or per capita cap. Appendix Tables 1 and 2 provide state data on coverage for children and the
number of children enrolled in Medicaid and CHIP.



Coverage for Children Today

The uninsured rate among children has
reached an all-time low of 5%. The uninsured
rate among children has steadily decreased over
time, with additional declines since implementation
of the ACA in 2014. These coverage gains have
stemmed from new coverage options for children
through expansions of Medicaid and CHIP and the
ACA Marketplaces and subsidies as well as from
streamlining of enrollment and renewal processes
and focused outreach and enrollment efforts.
Children have had much larger gains in coverage
than adults over the last two decades, largely
reflecting the broader availability of Medicaid and
CHIP coverage for children compared to adults
(Figure1).

Figure 1
Uninsured Rates Among Nonelderly Adults and Children,
1997-2016
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NOTE: Children indludes all individuals under age 18. Uninsured rates for 2016 are as of June 2016.

SOURCE: Brian W Ward, Tainya C Clarke and Jeannine SSchliler, Early Release of Selected Estimates Based on Data form the
January-June 2016 National Health Interview Survey, (Atianta, GA: National Centerfor Health Statistics, CDC, November 2016),
https://www.cdc.gov/nchs/d: i 201611.pdf.

Medicaid and CHIP are key sources of coverage for our nation’s children. Today, over half of
children are covered through private insurance, including a parents’ employer-sponsored plans and individual

market plans. Medicaid and CHIP cover nearly four in ten (39%) children overall and play a larger role for

children with low incomes and special health needs.
Together, the programs cover two-thirds (66%) of
children in low-income families (below 200% of the
federal poverty level, FPL) and more than three-
quarters (76%) of children in poor families (below
100% FPL).» Moreover, the programs cover more
than four in ten (44 %) of children with special health
care needs.. Despite consistent coverage gains over
time, 5% or about 4 million children remain
uninsured. Children’s uninsured rates range across
states from a 2% in Illinois to 13% in Arizona
(Appendix Table 1).: Most uninsured children are
eligible for Medicaid and CHIP, but not enrolled.+
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Figure 2

Health Insurance Coverage of Children, 2015
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NOTE: Values may not add to 100% due to rounding. Other Public includes those covered under the military or Veterans
Administration as well as nonelderly Medicare enrollees.
SOURCE: Kaiser Family Foundation analysis of the 2016 Annual Social and Economic Supplement (ASEC) Supplement to the CPS.
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Health coverage provides children access to needed care and promotes improved health,
education, and financial success over the long-term. Children with health coverage fare better on

measures of access to care compared to uninsured
children, and access for children with Medicaid and
CHIP is comparable to access for children with
private coverage along these measures (Figure 3).
Studies also show that Medicaid and CHIP coverage
contribute to long-term positive outcomes in health,
school performance and educational attainment, and
economic success.s Moreover, parents say they are
thankful for Medicaid and CHIP and have peace of
mind knowing their children are covered.s Polling
data show that most adults (88%) would enroll a
child in Medicaid if the child was eligible.-

Figure 3
Access to Care for Children by Health Insurance Status,
2015
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NOTES: Access measures reflect experience in past 12 months. Respondents who said usual source of care was the emergency
room are not counted as having a usual source of care. Employer-Sponsored Insurance includes other private.

SOURCE: Kaiser Family Foundation analysis of 2015 National Health Insurance Survey (NHIS) data.

The Role of Medicaid and CHIP for Children

All states have expanded eligibility for children through Medicaid and CHIP. Medicaid is the base
of coverage for our nation’s low-income children. CHIP complements Medicaid by covering uninsured children

in families with incomes above Medicaid eligibility levels. States provide CHIP by creating a separate CHIP

program, expanding Medicaid, or adopting a
combination approach. The ACA built on previous
Medicaid expansions for children by establishing a
minimum Medicaid eligibility level of 138% FPL for
children of all ages. Prior to the ACA, this minimum
was already in place for children below age 6, but the
minimum for children ages 6 to 18 was 100% FPL. As
a result of this change, 19 states transitioned
coverage for older children from separate CHIP
programs to Medicaid.s All states have expanded
children’s eligibility beyond the minimum through
Medicaid and CHIP. As of January 2017, 49 states
extend Medicaid/CHIP eligibility for children up to
at least 200% FPL (Figure 4).

Figure 4
Income Eligibility Levels for Children in Medicaid/CHIP,
January 2017

O <200% FPL (2 states)
I 200% up to 300% FPL (30 states)

B >300% FPL (19 states, including DC)

Tevels are based on 2016 federal poverty levels (FPLs) for a family of three. The FPL for a family of three in 2016 was $20,160.
Thres! point of the FPL disregard

SOUR 'y conducted by the Kaiser Commission on Medicaid and the Uninsured and the Georgetown
University Center for Children and Families, 2017.

Medicaid and CHIP provide broad benefits designed for children. Children enrolled in Medicaid are
covered for all medically necessary care through the Early and Periodic Screening, Diagnostic and Treatment

(EPSDT) benefit. The benefit includes regular medical, vision, hearing, and dental screenings as well as the

services necessary to “correct or ameliorate” physical or mental health conditions. Medicaid’s benefit package

also includes long-term care services not typically covered by private insurance that help children with special

health care needs remain at home with their families. The broad benefit package in Medicaid facilitates
pediatricians’ ability to make treatment decisions for the children they serve. Moreover, the broad benefits help

ensure children can access needed care, since families with children covered by Medicaid generally would not
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be able to afford services not covered by insurance. States have more flexibility around designing benefits in
separate CHIP programs, but CHIP provides benefits designed for children’s needs, including dental care.
Analysis shows that CHIP generally offers more comprehensive benefits at a much lower cost to families than

private coverage.o

Premium and cost sharing protections in Medicaid and CHIP keep coverage and care affordable
for low-income families. States generally are prohibited from charging premiums for children enrolled in
Medicaid with family incomes under 150% FPL, and many children in Medicaid are exempt from cost-sharing.
States have more flexibility to charge premiums and cost-sharing in separate CHIP programs compared to
Medicaid. However, there are limits on costs that can be charged in CHIP, and analysis shows that CHIP is
more affordable than employer-sponsored and Marketplace coverage.o In focus groups, parents with children
covered by CHIP say that they highly value the affordability of CHIP, that it is more important to them for their
children to have coverage with comprehensive benefits and lower costs than to have their children in the same
plan as them, and that they prefer to have their children in CHIP rather than private coverage because they

would face higher costs with private coverage.n

Federal Medicaid and CHIP fundingis central to supporting state capacity to cover low-income
children. Under both programs, the federal government matches eligible state spending according to a
formula that relies on states’ relative per capita income. To encourage participation among the states when
CHIP was enacted in 1997, the federal government provided an enhanced (relative to Medicaid) matching rate
for CHIP, which was further increased by 23 percentage points under the ACA. With this increase, the CHIP
matching rate ranges from 88% to 100% across states.:- Under Medicaid, federal matching funds are
guaranteed with no pre-set limits. Tied to this financing structure, Medicaid provides an entitlement to
coverage and states are prohibited from imposing enrollment caps or waiting lists. In contrast, federal funds
under CHIP are capped nationwide and each state operates under an allotment. Under separate CHIP
programs, enrollees are not entitled to coverage and, at various times, states have imposed caps and waiting
lists to limit CHIP spending. CHIP’s financing structure limits federal funding and makes federal funding more
predictable, but it is not responsive to program needs, such as increased costs during economic downturns, and

leads to challenges targeting funds and distributing funds across states. s

Key Issues at Stake for Children’s Coverage

New legislative authority is needed to continue CHIP funding beyond September 2017. Moreover, the Trump
Administration and Republican leaders in Congress have called for repeal and replacement of the ACA and
restricting of Medicaid financing to a block grant or per capita cap. As debate in these areas unfolds, there is
much at stake for children’s coverage.

New legislative authority is needed to continue CHIP funding beyond September 2017. As noted,
unlike Medicaid, federal funding for CHIP is capped and provided as annual allotments to states. Since CHIP’s
enactment in 1997, Congress has renewed federal funding for the program several times. 1« Most recently, the
Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) extended funding through fiscal year 2017.
Without further Congressional action, CHIP funding ends this fiscal year on September 30, 2017.
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Loss of CHIP funding could put children’s coverage at risk and increase financial pressures for
states. In fiscal year 2015, 8.4 million children were enrolled in CHIP (Appendix Table 2); 4.7 million were in
CHIP-funded Medicaid expansion programs, while the remaining 3.7 million were in separate CHIP
programs.is [f CHIP funding ends, states would be required to maintain coverage for children in CHIP-funded
Medicaid expansion programs under the ACA maintenance of effort requirement, and state costs for this
coverage would increase since states would receive the lower federal Medicaid match rate. States would not be
required to maintain separate CHIP coverage if funding ends. Some children in separate CHIP programs could
shift to parents’ employer-sponsored plans or Marketplace plans, but others would become uninsured. The
Medicaid and CHIP Payment and Access Commission (MACPAC) estimates that if no new CHIP funds are

provided, 1.1 million children would become uninsured.:s

The implications of loss of CHIP funding would be even larger if combined with repeal of the
ACA. If CHIP funding ends and Marketplace coverage is not available due to repeal of the ACA and/or the ACA
maintenance of effort requirement is eliminated, coverage losses among children enrolled in CHIP could be
even larger. The extent of further coverage losses would depend on what coverage may be available to these
children under a replacement plan.

Given these potential risks and uncertainties, in January 2017, MACPAC recommended that
Congress extend CHIP funding for five years, through 2022. MACPAC also recommended keeping the
maintenance of effort requirement and 23 percentage point increase in the CHIP federal match rate through
2022. MACPAC notes that the extension would, “ensure that low- and moderate-income children retain access
to affordable and comprehensive insurance coverage, maintaining the gain in coverage secured over the past

20 years.”

Repeal of the ACA coverage expansions could lead to coverage losses for children. The ACA
Marketplaces and subsidies provided a new coverage option for children in families who lack access to
employer-based coverage and have incomes above CHIP eligibility levels. The ACA also expanded Medicaid
eligibility for older children and contributed to increased enrollment among eligible children through new
streamlined enrollment and renewal processes and outreach and enrollment efforts. Moreover, the ACA
significantly increased coverage options for parents through its Medicaid expansion to adults up to 138% FPL
(which 32 states, including DC, have implemented:s) and the Marketplaces and subsidies. These coverage
expansions for parents likely increased coverage among children, since research shows that children are more
likely to be covered when their parent is covered.:s If the ACA coverage expansions were repealed along with
the individual mandate, it is estimated that the number of uninsured children would increase by 4.4 million
and the children’s uninsured rate would nearly double to just below 10% by 2019.20 However, the full extent of
coverage losses would depend on what other coverage options might be available under a replacement plan.

Elimination of the ACA maintenance of effort provision could result in even larger coverage
losses for children. The ACA protects existing coverage gains for children through a “maintenance of effort”
provision that requires states to keep Medicaid and CHIP eligibility levels at least as high as those they had in
place at the time the ACA was enacted through September 30, 2019. It is estimated that an additional 8.9

million children would be at risk for losing coverage if this requirement was eliminated and states reduced
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Medicaid and CHIP eligibility to the federal minimum. Combined with repeal of the coverage expansions and
individual mandate, the number of uninsured children could rise by up to 16.5 million, with one in five

uninsured, depending on what other coverage options might be available under a replacement plan.z:

Repeal of the ACA insurance market reforms could weaken coverage for children in private
plans. The ACA increased protections and enhanced coverage for children in private plans through insurance
market reforms that apply to both the individual market and certain employer-sponsored plans. These reforms
establish an essential health benefits package that includes dental and vision services for children and coverage
of rehabilitative and habilitative services, which are particularly important for children with special health care
needs. The reforms also provide for coverage of well-child visits, preventive screenings, and child
immunizations with no cost sharing; prohibit lifetime limits on coverage and pre-existing condition exclusions;
and cap out-of-pocket costs. Moreover, within the individual market, the ACA prohibits plans from denying
coverage or charging higher premiums based on health status. If these reforms were repealed, children could
face lifetime or annual caps on coverage, be subject to pre-existing condition exclusions, receive more narrow
benefit packages, and be subject to cost sharing for preventive services and immunizations.

The Trump Administration and Republican leaders in Congress have called for fundamental
changes that could limit federal Medicaid financing through a block grant or per capita cap.

Unlike current law where eligible individuals have an entitlement to coverage and states are guaranteed federal
matching dollars with no-preset limit, the proposals under consideration could eliminate both the entitlement
and guaranteed match to achieve budget savings and to make federal funding more predictable. To achieve
budget savings, federal funding caps would be set at levels below expected levels if current law were to stay in
place. In exchange for a federal cap, proposals could allow states to eliminate the entitlement to coverage and
impose enrollment caps or waiting lists, reduce eligibility levels, or offer states other increased flexibility to
design and administer their programs. The effects of these proposals will depend on many factors including
what happens to the ACA, the size of federal savings targets, how the base year for the block grant or cap would
be established, and what flexibility would be provided to states.

Changes to Medicaid could have significant effects on large numbers of low-income children
with significant health needs. In fiscal year 2015, 36.8 million children were covered by Medicaid
(Appendix Table 2).2: Since the size and scope of Medicaid is much broader than CHIP, changes to Medicaid
would have larger implications for children’s coverage. Changes to Medicaid would affect children with the
lowest incomes and highest health care needs.

Capping federal financing for Medicaid through a block grant or per capita cap would shift
risks and costs to states, enrollees, and providers and could result in reductions in coverage for
children. Moving to a capped financing structure could lock historic spending patterns and variation in
Medicaid programs in place and make the program less responsive to changes in economic conditions, public
health needs, and changes in health care costs. Moreover, to respond to reductions in federal funding under a
capped structure, states would need to increase state spending to maintain current programs or would need to
identify ways to reduce program costs. Analysis suggests that even with increased program flexibility, states
would need to reduce enrollment, benefits, or provider reimbursement levels if faced with large reductions in
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federal spending..« Such changes could affect eligibility for children; the scope of coverage provided to children,
including the EPSDT benefit; as well as the affordability of coverage and care.

Looking Ahead

The upcoming debates around CHIP, the ACA, and Medicaid are interrelated since outcomes in one area may
affect another area. As proposals emerge, there is much at stake for children’s coverage:

Potential coveragelosses for children. The uninsured rate for children has reached an all-time low of 5%
reflecting continued coverage gains over the last twenty years as a result of coverage expansions, streamlining
of enrollment and renewal processes, and focused outreach and enrollment efforts. Loss of CHIP funding,
repeal of the ACA, and broad restructuring of Medicaid all have the potential to move backward on these gains
and significantly increase the number of uninsured children. Moreover, rollbacks of the ACA Medicaid and
Marketplace coverage expansions for parents could negatively affect coverage of children, given that children
are more likely to have coverage when their parent is insured.

More limited benefits and higher out-of-pocket costs for children’s coverage. Medicaid and CHIP
have benefit packages designed to meet the needs of children, which provide more comprehensive benefits and
cost protections compared to private plans. Medicaid’s EPSDT benefit provides children access to all medically
necessary care, which facilitates pediatricians’ ability to make treatment decisions and supports children’s
ability to access needed care. Changes that would move children from Medicaid or CHIP to private plans could
result in them having more limited benefits and higher out-of-pocket costs. Moreover, if states are provided
increased flexibility around benefits and premiums and cost sharing in Medicaid, children enrolled in Medicaid
could receive more limited benefits and face higher costs. Such changes would have the most significant
consequences for children with the highest medical needs, particularly if the changes affect the EPSDT benefit.
Lastly, the ACA insurance market reforms enhanced benefits and cost protections for children enrolled in
private plans. Repeal of those reforms could weaken coverage for children covered through private plans,
potentially exposing them to narrower benefits, limits on coverage, and higher costs.

Reduced access to care for children and other long-term effects. Increases in the number of
uninsured children and/or narrower benefit packages with higher cost sharing would result in fewer children
accessing needed care, including preventive services such as well child visits and immunizations. Research
further suggests that reductions in children’s coverage could also have broader long-term negative effects on
their health, education, and financial success as adults. Coverage losses or reductions would also lead to

increased stress and worry among parents and increased financial pressure on families.

Increased financial pressure on states and providers. The federal matching funds provided through
Medicaid and CHIP are central to supporting state capacity to cover low-income children. Loss of CHIP
funding would create funding gaps for states. Reductions in federal Medicaid financing could lead to even
larger funding gaps given that it is much larger than CHIP. If there are significant reductions in federal funds,
states would need to contribute more state funds to maintain existing coverage or make program reductions,
which might include reductions in eligibility, benefits, or provider reimbursement levels. Moreover, any
coverage losses among children could increase state costs in other areas of state budgets such as programs for
uninsured individuals, behavioral health initiatives, and result in increases in uncompensated care costs.
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State

United States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware

District of Columbia

Florida
Georgia
Hawaii

Idaho

lllinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Note: Estimates with relative standard errors >30% are listedas N/A. Other Public includes those covered underthe military or Veterans
Administration as well as nonelderly Medicare enrollees.
Source: KFF analy sis of the March 2016 Current Population Surv ey, Annual Social and Economic Supplements.

Appendix Table 1: Distribution of Children’s Coverage by State, 2015

Private

53%
44%
47%
38%
41%
52%
52%
63%
53%
45%
46%
45%
47%
53%
59%
55%
57%
59%
52%
48%
47%
65%
63%
58%
70%
37%
64%
49%
57%
53%
63%
60%
38%
55%
48%
65%
55%
47%
53%
58%
71%
50%
50%
48%
48%
70%
53%
60%
53%
38%
53%
68%
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Medicaid/Other Public

41%
44%
40%
46%
51%
44%
40%
35%
35%
49%
47%
45%
45%
40%
39%
40%
37%
33%
40%
44%
47%
28%
34%
38%
24%
53%
30%
45%
30%
39%
26%
35%
50%
40%
45%
23%
40%
39%
42%
37%
25%
46%
32%
43%
43%
21%
45%
33%
41%
53%
36%
26%

Uninsured

5%
5%
12%
13%
6%
4%
N/A
N/A
6%
4%
7%
8%
5%
6%
2%
5%
N/A
5%
6%
4%
N/A
5%
N/A
3%
5%
8%
5%
N/A
5%
8%
4%
3%
8%
4%
7%
8%
4%
10%
4%
4%
N/A
5%
8%
4%
9%
8%
N/A
7%
4%
4%
N/A
6%



Appendix Table 2: Number of Children Ever Enrolled in Medicaid and CHIP by State, FY 2015

State CHIP Medicaid Total
Total 8,397,651 36,833,664 45,231,315
Alabama 133,043 658,242 791,285
Alaska 10,182 87,537 97,719
Arizona 38,811 942,546 981,357
Arkansas 112,071 364,822 476,893
California 1,912,128 4,888,674 6,800,802
Colorado 86,133 502,210 588,343
Connecticut 24,884 365,676 390,560
Delaware 16,379 100,258 116,637
District of Columbia 10,676 89,210 99,886
Florida 428,094 2,264,344 2,692,438
Georgia 230,815 1,341,668 1,572,483
Hawaii 27,239 143,075 170,314
Idaho 34513 202,190 236,703
lllinois 330,571 1,540,694 1,871,265
Indiana 100,560 689,672 790,232
lowa 82,657 334419 417,076
Kansas 77,139 250,084 327,223
Kentucky 86,976 525,516 612,492
Louisiana 135,614 685,163 820,777
Maine 22,310 166,871 189,181
Maryland 142,327 532,090 674,417
Massachusetts 168,941 568,446 737,387
Michigan 119,699 1,139,982 1,259,681
Minnesota 3,835 599,730 603,565
Mississippi 87,105 447,883 534,988
Missouri 78,344 579,019 657,363
Montana 45,261 94,546 139,807
Nebraska 62,218 165,181 227,399
Nevada 61,908 352,510 414,418
New Hampshire 16,651 94,488 111,139
New Jersey 215,191 755,476 970,667
New Mexico 17,195 398,864 416,059
New York 630,732 2,293,708 2,924,440
North Carolina 234,654 1,145,975 1,380,629
North Dakota 4955 61,525 66,480
Ohio 181,100 1,363,329 1,544,429
Oklahoma 190,858 519,694 710,552
Oregon 121,869 487,013 608,882
Pennsylvania 294,342 1,241,249 1,535,591
Rhode Island 31,324 99,712 131,036
South Carolina 98,336 619,859 718,195
South Dakota 16,216 80,764 96,980
Tennessee 106,215 819,456 925,671
Texas 1,049,623 3,535,755 4,585,378
Utah 55,285 254,776 310,061
Vermont 4,766 74718 79,484
Virginia 189,366 675,868 865,234
Washington 46,037 787,486 833,523
West Virginia 48,278 297,450 345,728
Wisconsin 168,576 546,579 715,155
Wyoming 5,649 57,662 63,311

Source: Centers for Medicare & Medicaid Services (CMS), FFY 2015 N umber of Children Ever-Enrolled in Medicaid and CH IP, (Baltimore, MD: CMS,
May 2016), https://www.medicaid.qov/chip/downloads/fy-2015-childrens-enrollment-report.pdf.
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