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THE BASICS: WHAT ARE MEDICAID  
AND CHIP?

Public Insurance Programs and Children with Special Health Care Needs

What’s in a Medicaid State 
Plan?

• �How the Medicaid program 
is administered; 

• �Specific Medicaid eligibility 
criteria; 

• �Scope, duration and 
amount of covered services;

• �Quality control; 

• Provider payments.

Section 2
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Many children with special health care needs (CSHCN) are enrolled in one of 
two publicly funded health insurance programs: Medicaid, established under 
Title XIX of the Social Security Act, and the state Children’s Health Insurance 
Program (CHIP), established under Title XXI of the Social Security Act. In 
some states, Medicaid and CHIP are administered together, and the programs 
are very similar in design. In other states, the programs are administered 
separately, or both together and separately for different populations. This is 
described in more detail below.

Medicaid and CHIP are funded jointly by the states and the federal government 
and provide health care coverage to almost one-third of all children in the 
United States.7 Forty-four percent of CSHCN are covered by Medicaid or 
CHIP.8  
 

To participate in Medicaid and CHIP, each state submits a “state plan” for each 
program to the federal agency that oversees Medicaid and CHIP, the Centers for 
Medicare and Medicaid Services (CMS). The state plan describes these programs 
in detail. The state plan, or any changes to an already approved plan, must be 
approved by CMS. If a state, for example, seeks to change how eligibility for 
Home and Community-Based Services (HCBS) is determined, it must submit a 
state plan amendment (SPA) to CMS for approval.9 

Medicaid 

Medicaid is a public insurance program that is financed by both state and federal 
funds.  The Federal Medical Assistance Percentage (FMAP) is the name used to 
describe the federal share of Medicaid provided to a state.  FMAP is also called 
the “federal match.” FMAP rates range from 50% - 76%, with a higher federal 
match going to those states with lower per capita incomes. Thus, a state with a 
75% FMAP rate receives three federal dollars for each state dollar it spends on a 
Medicaid service.  Unless the state has a waiver in place affecting a particular 
service or population (see Section 3), there is no cap on the federal dollars 
available. As a result, if a state’s Medicaid caseload rises or if health costs rise, the 
state is entitled to the corresponding federal matching dollars. This is different 

Percentage of all children covered  
by Medicaid/CHIP7

32%
Children 
covered by  
Medicaid 
or CHIP

Percentage of all CSHCN covered  
by Medicaid/CHIP8

36%
CSHCN  
covered by  
Medicaid 
or CHIP

http://mchb.hrsa.gov/cshcn05/NF/3healthic/type.htm
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10�People 65 and over and people with disabilities who have very low income may receive Medicaid and Medicare 
at the same time. Medicaid covers those services that Medicare does not cover. Those with both Medicaid and 
Medicare are usually referred to as “dually eligible.”

from the block grant funding mechanism in Title V. In Title V, 
services are paid from a fixed annual amount decided by 
Congress and matched by the state. Unlike Medicaid, state Title 
V programs cannot obtain additional federal funds even if their 
funds are insufficient to meet the demand for services.

Medicaid benefits are available to certain groups of low-income 
individuals who meet eligibility criteria that are determined 
by federal and state law. Broadly speaking, eligibility groups 
include low-income families with children, children served by 
the foster care system, adults and children with disabilities, 
and people aged 65 and over.10 In addition to falling within an 
eligibility group, an individual must have low income to receive 

Medicaid. Income guidelines vary by state and are usually 
expressed as a percent of the federal poverty level (FPL). 
Below are some charts of the 2012 FPL guidelines for your 
reference. 

Medicaid is an entitlement program for both the 
individual and the state: if an individual is eligible, he or 
she must receive the coverage allowed for under the state’s 
plan, and the state must receive corresponding federal 
matching dollars. Because of this entitlement, a state 
cannot put a limit on the number of people it will cover 
under the Medicaid program if the state experiences a 

Family size

2012 Federal Poverty Guidelines (Monthly Income)
48 Contiguous States and D.C.

100% 138% 185% 200% 300% 400%
1 $931 $1,285 $1,722 $1,862 $2,793 $3,723
2 $1,261 $1,740 $2,333 $2,522 $3,783 $5,043
3 $1,591 $2,195 $2,943 $3,182 $4,773 $6,363
4 $1,921 $2,651 $3,554 $3,842 $5,763 $7,683
5 $2,251 $3,106 $4,164 $4,502 $6,753 $9,003

Family size

2012 Federal Poverty Guidelines (Monthly Income)
Alaska

100% 138% 185% 200% 300% 400%
1 $1,164 $1,607 $2,154 $2,328 $3,493 $4,657
2 $1,577 $2,167 $2,917 $3,153 $4,730 $6,307
3 $1,989 $2,745 $3,680 $3,978 $5,968 $7,957
4 $2,402 $3,314 $4,443 $4,803 $7,205 $9,607
5 $2,814 $3,884 $5,206 $5,628 $8,443 $11,257

Family size

2012 Federal Poverty Guidelines (Monthly Income)
Hawaii

100% 138% 185% 200% 300% 400%
1 $1,072 $1,479 $1,983 $2,143 $3,215 $4,287
2 $1,451 $2,002 $2,684 $2,902 $4,353 $5,803
3 $1,830 $2,525 $3,386 $3,660 $5,490 $7,320
4 $2,209 $3,049 $4,087 $4,418 $6,628 $8,837
5 $2,588 $3,572 $4,788 $5,177 $7,765 $10,353

(The federal poverty levels are updated annually in March and are available here: 
http://aspe.hhs.gov/poverty/index.shtml)
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Project Officer.

budget shortfall unless the state receives a waiver. 

Medicaid covers a wide range of health care services, including 
physician services, home health care, hospital care, laboratory 
tests, and prescription drugs.  Some of these services are 
required to be covered under federal law, and are known as 
“mandatory” services.  Other services are considered “optional” 
services because a state may choose to offer them or not.  For a 
more complete description of mandatory and optional services, 
see Section 4.

While states receive federal dollars to help pay for Medicaid 
services, Medicaid is designed as a state-administered program, 
and each state historically has had some flexibility in setting 
its own eligibility standards, benefits packages, payment rates, 
and administration policies, as long as it complies with federal 
Medicaid law.  As a result there are 56 different Medicaid 
programs—one for each state, territory, and the District of 
Columbia.11  (See http://www.kff.org/medicaid/7993.cfm for 
a state-by-state chart of eligibility guidelines for Medicaid and 
CHIP). The Affordable Care Act (also known as the ACA) 
sets more uniform standards for eligibility, enrollment, and 
other aspects of the Medicaid program, although as the ACA is 
currently planned, states will still have a great deal of discretion 
in many areas. 

The Children’s Health Insurance Program 
(CHIP)

The Children’s Health Insurance Program (CHIP) is a public 
insurance program exclusively for uninsured children (and, if a 
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11�Medicaid and CHIP Payment and Access Commission (MACPAC). (2011, March). Report to the Congress on 
Medicaid and CHIP March 2011.  Retrieved Dec. 21, 2011 from http://www.macpac.gov/reports/MACPAC_
March2011_web.pdf 

12�Medicaid and CHIP Payment and Access Commission (MACPAC). (2011, March). Report to the Congress on 
Medicaid and CHIP March 2011, Table 9.  Retrieved Dec. 21, 2011 from http://www.macpac.gov/reports/
MACPAC_March2011_web.pdf 

state chooses, pregnant women) in families whose income 
exceeds the Medicaid income-eligibility limit. Like 
Medicaid, CHIP is a state-federal partnership that is 
state-administered, and each state sets its own eligibility 
rules within federal guidelines. The maximum eligibility 
level that states can set and still receive the higher federal 
matching rate that CHIP provides is 300 percent of the 
federal poverty level. Currently, two states (New York and 
New Jersey) have upper income eligibility levels above 300 
percent of the FPL; 16 states and the District of Columbia 
have an upper income level at 300 percent of the FPL; 11 
states have an upper income level between 235 and 280 
percent of the FPL; 18 states have an upper income level at 
200 percent of the FPL; and three states have an upper 
income eligibility level of less than 200 percent of the 
FPL.12  

CHIP is different from Medicaid in important ways. 
Unlike Medicaid, the federal dollars available to the states 
for CHIP are capped. States have greater flexibility in how 
they structure their CHIP programs than in Medicaid. For 
example, they can implement CHIP programs as Medicaid 
expansion programs, which then follow Medicaid rules; 
they can implement separate CHIP programs, which have 
more flexibility; or they can do a combination of both. 

http://www.macpac.gov/reports/MACPAC_March2011_web.pdf
http://www.macpac.gov/reports/MACPAC_March2011_web.pdf
http://www.macpac.gov/reports/MACPAC_March2011_web.pdf
http://www.macpac.gov/reports/MACPAC_March2011_web.pdf
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1. �Combined, Medicaid and CHIP cover ____ of the nation’s children, most of whom are 
covered by _________?

	  a. one-tenth, Medicaid
	  b. one-half, CHIP
	  c. almost one-third, Medicaid
	  d. two-thirds, CHIP

2. �True or False:  �Children in CHIP have household income that is lower than children in 
Medicaid.

3. True or False:  �If a state Medicaid program is running short on funds (and the state has no  
“waivers” from the federal government), the state may put people who meet 
the state’s eligibility criteria on a waiting list to receive benefits.  

4. What portion of CSHCN are enrolled in CHIP or Medicaid? 

   a. 10%
   b. 22% 
   c. 44% 
   d. 62% 

1. �In your state, is CHIP operated as a Medicaid expansion, a separate program, or a 
combination of the two?

2. �In your state, what portion of CSHCN are enrolled in CHIP or Medicaid? How does your 
state compare nationally? (See http://www.hdwg.org/catalyst/online-chartbook/)

knowledge

Find Out in Your State

1. c   2. False  3. False, because Medicaid is an entitlement under federal law. See Program 
Structures: Pathways to Coverage Section for information on the limitations in waivers. 4. c

Test your
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