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Executive Summary 

In recent years, children have generally fared better than adults in obtaining health insurance 
coverage. This is largely due to higher income eligibility thresholds and efforts to simplify and improve 
enrollment and retention procedures under Medicaid and the Children’s Health Insurance Program 
(CHIP). However, some children continue to face challenges in obtaining and retaining coverage 
which may be addressed in part by a number of provisions included in the Affordable Care Act (ACA). 
For certain children, however, the ACA may not fully address existing barriers to coverage, and for 
others it may generate a new set of challenges. We explore several scenarios in which children may 
face particular challenges in accessing health insurance coverage under the ACA and provide 
estimates of the number of children in these complex coverage scenarios. These scenarios include 
situations where children are eligible for Medicaid or CHIP but their parents are not, as well as those 
where children are living without at least one of their parents. Given that states will be leading the 
implementation of many of the ACA provisions, we also present state-level estimates of children facing 
these scenarios in California, New York, and Texas. 

We find:  

 Just over 40 million children may face at least one complex coverage scenario under the ACA, 

and 6.3 million children may face two complex scenarios. 

 There are an estimated 4.8, 2.9, and 3.6 million children in these complex coverage 
scenarios in California, New York, and Texas, respectively. 

 Children facing at least one complex coverage scenario are currently more likely to be 

uninsured than other children.  

 Among all uninsured children in the United States, 62 percent are in at least one 
complex coverage scenario.  

 More than three-quarters of Medicaid/CHIP eligible uninsured children are in at 
least one complex coverage scenario. 

Maximizing coverage for children will therefore require addressing the complex coverage scenarios 
that prevent some children from obtaining or retaining coverage. Given that many children face these 
or similar scenarios today, policymakers at both the national and state levels can begin to address 
these issues even before the major ACA coverage provisions are implemented.  In an effort to 
maximize the benefits of the ACA for children, it will also be important to consider children in these 
scenarios and how regulations and implementation strategies can address some of the potential 
barriers to coverage. Given the critical role that states will play in implementation, it may also be 
important for individual states to use data and stakeholder input to assess these issues in their own 
state in order to determine the best ways to address them.  
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Introduction  

The Patient Protection and Affordable Care Act 
(ACA) introduces many changes to the health 
insurance landscape in the United States. In 2014, 
Medicaid eligibility will be expanded to a mandatory 
minimum of 138 percent of the federal poverty level 
(FPL) for all individuals who meet the immigration 
requirements. This will dramatically increase 
eligibility for both parents and childless adults.1  
The law also calls for the establishment of state-
based health insurance exchanges. The 
exchanges will be organized markets where 
individuals and small businesses can purchase 
health insurance coverage that is subject to new 
regulations intended to spread risk more broadly 
and promote competition in the market for health 
insurance.  Individuals and families with incomes 
up to 400 percent of the FPL will also be eligible for 
federal subsidies to purchase coverage in the 
exchanges if they do not have affordable access to 
employer-sponsored insurance (ESI). With these 
new options in place, most individuals will be 
required to obtain a minimum level of coverage or 
pay a penalty.2 

 
In recent years, children have generally fared 
better than adults in obtaining health insurance 
coverage. This is largely due to higher income 
eligibility thresholds and efforts to simplify and 
improve enrollment and retention procedures under 
Medicaid and the Children’s Health Insurance 
Program (CHIP). However, some children continue 
to face challenges in obtaining and retaining 
coverage which may be addressed in part by a 
number of provisions included in the ACA. For 
certain children, however, the ACA may not fully 
address existing barriers to coverage, and for 
others it may generate a new set of challenges. 
Many children who are eligible for Medicaid or 
CHIP, for instance, will have parents who are not 
eligible for Medicaid due to the lower income 
eligibility threshold for adults or documentation 
status issues. In some cases, however, the parent 
of a Medicaid/CHIP eligible child will be eligible for 
new federal subsidies to purchase exchange 
coverage. Such mixed eligibility scenarios can 
introduce complexity to enrollment and 
reenrollment in health insurance coverage for 
families. Children who live apart from one or both 
parents also face complicated health insurance 
choices, and certain provisions of the ACA may 
generate additional complexity for these families.  

 
Our earlier work explored several such scenarios in 
which children may face particular challenges in 

accessing health insurance coverage under the 
ACA. We found that at least 20 million children 
could face such challenges.3  This brief expands on 
our earlier research by examining the current 
coverage distribution of these children. We find that 
children living in complex family coverage 
scenarios are more likely to be uninsured than 
those not facing these challenges and that more 
than 60 percent of all uninsured children live in at 
least one such scenario. Thus, as regulations are 
developed and the law is implemented, an 
awareness of the special circumstances of these 
children may allow the ACA to more effectively 
reduce the number of uninsured children. Given 
that states will be leading the implementation of 
many of the critical components of the ACA, we 
also present state-level estimates of children facing 
these scenarios in California, New York and 
Texas—these three states account for 28 percent 
of the nation’s children. Understanding the 
circumstances facing children and families could 
be especially useful to state policymakers as they 
develop policies and procedures to implement the 
ACA. 

 

Background: The Affordable Care Act and 

Complex Coverage Scenarios for Children 

The ACA makes many changes to the health care 
system, but several components of the law are 
likely to have a major impact on health insurance 
decisions for families: the Medicaid expansion; the 
establishment of health insurance exchanges, 
insurance market reforms, and federal subsidies to 
purchase private coverage; and the requirement 
that all individuals have minimum essential 
coverage.  
 

Medicaid expansion 

The ACA will expand Medicaid eligibility to all 
individuals and families with incomes below 138 
percent of the FPL starting in 2014. This is a major 
expansion for childless adults who currently have 
very limited Medicaid eligibility. It will also have a 
significant impact on parents. States vary in their 
current eligibility levels for parents, but some are 
as low as 25 percent of the FPL, while others 
approach or exceed the level required under the 
new law.4  States are required to maintain current 
income eligibility levels for Medicaid and CHIP for 
children through 2019. Federal CHIP funding, 
however, is only extended through 2015, which 
raises questions about the viability of CHIP in 2016 
and beyond. The possible coverage gaps that 
could result from the defunding of CHIP or changes 
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to the maintenance-of-effort requirements under 
the ACA are not considered in this brief.5  Children 
will likely be affected by the significant Medicaid 
expansion to parents,6 as evidence has shown that 
children are more likely to be enrolled when their 
parents are also eligible.7 

 

Health insurance exchanges, market reforms, 

and federal subsidies 

Under the ACA, states will be required to establish 
structured health insurance marketplaces, or 
exchanges, in which individuals and small firms 
can purchase adequate and affordable coverage. 
An exchange will contract with private insurers to 
offer coverage to all eligible individuals and 
employer groups. New insurance market 
regulations will also be established in the 
exchanges as well as outside them for the small-
group and nongroup markets. In general, the new 
rules will prohibit insurers from denying coverage, 
limiting coverage, or setting premiums based upon 
health status, prior claims, industry of employment, 
or gender. All plans offered in the small-group and 
nongroup markets inside or outside exchanges will 
have to include a set of minimum essential 
benefits, which will be determined by the 
Secretary, and cost-sharing limitations will also 
apply. Collectively, these reforms are intended to 
reduce administrative costs, improve risk-sharing, 
and promote transparency and competition to 
improve the accessibility and affordability of health 
insurance. 
 
To further improve affordability of coverage, 
federally financed premium and cost-sharing 
subsidies will be available to individuals and 
families with incomes up to 400 percent of the FPL. 
The subsidies will only be available for the 
purchase of exchange-based coverage, and are 
structured to limit a family’s premium contribution 
to a maximum percentage of income. Families with 
the lowest incomes will have their premium 
contribution capped at 2 percent of income, while 
those nearing 400 percent of the FPL will have 
their premiums capped at 9.5 percent of income. 
Cost-sharing subsidies will also be available to 
those with incomes below 250 percent of the FPL. 
Undocumented immigrants will be ineligible to 
purchase in the exchange, with or without a 
subsidy.  Those with employer offers of insurance 
will be subsidy-eligible only when their share of an 
employer plan premium for employee coverage 
exceeds 9.5 percent of income or the actuarial 
value of the plan is below 60 percent.8  Individuals 
eligible for any form of public coverage will also be 
ineligible for subsidies. 

Individual requirement to obtain coverage 

An overarching goal of the ACA is to significantly 
expand insurance coverage and as such, an 
individual requirement to obtain qualifying health 
coverage is included in the law and applies to most 
Americans. Individuals will need to certify that they 
have coverage meeting a minimum standard set in 
the law or face a monetary penalty. Individuals with 
incomes below the tax filing threshold are exempt 
from the penalty, and additional exemptions apply 
for religious objections, Indian tribes, 
undocumented immigrants, lack of access to a plan 
for which the premium falls below 8 percent of 
income, and other financial hardship. The 
individual or married couple claiming a child as a 
dependent on their tax return is responsible for 
providing evidence of the child’s coverage or 
paying the required penalty. 
 

Implications for children in complex 

coverage scenarios 

We consider three categories of children who may 
face particular challenges in obtaining or retaining 
coverage and discuss the implications of the ACA 
for these children. 
 
1) Medicaid/CHIP eligible children with 
potentially exchange eligible parents.  In many 
cases, children are eligible for Medicaid or CHIP, 
but their parents are not. This can be due to 
differing income eligibility thresholds for adults and 
children as well as issues related to citizenship and 
documentation status. Income eligibility thresholds 
vary by state, but most states have expanded 
eligibility for Medicaid and CHIP to cover children 
in families with incomes up to, or over, 200 percent 
of the FPL. Parents typically have much lower 
eligibility thresholds than children.9 
 
Under the ACA, Medicaid eligibility will be 
expanded to a mandatory minimum of 138 percent 
of the FPL, which will make many parents newly 
eligible for coverage. This will result in more 
families with a consistent coverage option for all 
members.  Because states are required to maintain 
their current eligibility thresholds for children, 
however, there will remain a subset of Medicaid/
CHIP eligible children with incomes above 138 
percent of the FPL whose parents are not eligible 
for public coverage. However, these parents may 
be eligible for federal subsidies in the exchange 
which could introduce complexity into health 
insurance decisions for such families. 
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2) Medicaid/CHIP eligible children with 
undocumented parents.  Undocumented 
immigrants are not eligible for Medicaid or CHIP 
coverage which can produce variation in Medicaid/
CHIP eligibility for families with mixed 
documentation statuses.10  Medicaid/CHIP eligible 
children with undocumented parents may face 
particular challenges enrolling in coverage due to 
language barriers and concerns about revealing 
the documentation status of some family members.  
 
Health reform will have few effects on insurance 
options for families with undocumented parents. 
Undocumented parents will remain ineligible for 
Medicaid under reform and will also be unable to 
purchase coverage in a health insurance 
exchange, even without a federal subsidy. In some 
circumstances, citizen or legal resident children of 
undocumented parents will be eligible for child-only 
plans in the exchange; although many decisions 
are pending that will affect the cost and nature of 
those plans. With few new options under reform, 
Medicaid/CHIP eligible children of undocumented 
parents are likely to continue to encounter barriers 
to coverage.  
 
3) Children with at least one absent parent.  For 
some children, additional complexity surrounding 
health insurance decisions may be introduced 
when one parent is living outside the household or 
when a child is living with grandparents, other 
relatives or foster parents. Today, parents living 
separately (i.e., custodial and noncustodial 
parents) often share the responsibility for obtaining 
health insurance coverage for their children, 
sometimes as the result of a court order. The 
noncustodial parent, for instance, may be required 
by a child support order to cover the child through 
an employer policy or to purchase a nongroup 
policy on the child’s behalf. In some cases 
however, the policies available to the noncustodial 
parent may not be adequate or may have 
limitations based on geographic provider 
accessibility. 
 
Children living with neither of their biological 
parents, including those living with grandparents or 
other relatives as well as foster children, face 
another set of potential coverage scenarios. For 
children living in kinship care, for instance, 
grandparents receiving Medicare benefits may 
need to enroll a child in Medicaid/CHIP or 
purchase a child-only policy in the nongroup 
market. Children living with nonelderly relatives 
may or may not be eligible as a dependent on an 
employer-sponsored policy, depending on the legal 

nature of the guardianship relationship as well as 
on the health plan’s policies.  
 
New options may be available under the ACA for 
both custodial and noncustodial parents. Parents 
may become eligible for Medicaid coverage under 
reform, or one or both parents may qualify for 
subsidies to purchase coverage in the exchange. 
The parent who claims the child as a dependent for 
tax purposes will be legally responsible for 
complying with the requirement to obtain coverage 
for the child or any penalties resulting from 
noncompliance. This parent will also be eligible for 
any subsidies on behalf of the child. Currently, 
however, this parent may or may not be the same 
parent who is responsible for providing coverage 
under a child or medical support order which may 
create additional complications for these families. 
The ACA requires that child-only plans be offered 
by all qualified health plans in the exchange, which 
will be particularly important for this population, but 
the subsidy determination process for these 
policies remains unclear.  Thus, children living 
without at least one of their parents may continue 
to face challenges obtaining coverage under 
reform. 
 

Data and Methods 

Building on our earlier work, we provide national 
estimates of the number of children in each 
scenario and the coverage distribution for these 
children.  We also present corresponding estimates 
for children in California, New York, and Texas.   
 
The main source of data for this analysis is the 
2010 Annual Social and Economic Supplement 
(ASEC) to the Current Population Survey (CPS). 
The 2010 ASEC includes information on income 
and health insurance coverage for 2009. Estimates 
of income as a percentage of poverty reflect the 
income of the health insurance unit (HIU) and the 
U.S. Census Bureau poverty thresholds.11  HIUs 
are derived from information available on 
household structure from the CPS and are used as 
the family unit of analysis because they more 
closely align with the family groupings used by 
states when determining Medicaid/CHIP eligibility 
than Census households or families.12 

 
Estimates of Medicaid/CHIP eligibility are based on 
the Urban Institute Health Policy Center’s CPS 
Medicaid/CHIP Eligibility Simulation Model.13 The 
model simulates eligibility for Medicaid and CHIP 
using information on 2009 eligibility guidelines for 
each program and state, including the amount and 
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extent of disregards.14 These guidelines are 
applied to person- and family-level data from the 
CPS to simulate the eligibility determination 
process.15  Because the CPS does not collect 
information on monthly income, it is not possible to 
determine how eligibility status changes as a result 
of income fluctuations throughout the year. Family-
level characteristics used in determining eligibility, 
such as income, are based on the HIU.  
 
Documentation status is imputed to immigrant 
adults in two stages using their individual and 
family characteristics, based on an approach that 
was developed by Passel.16  Documentation status 
for children is imputed based on the status of co-
residing adults (typically the child’s parents). The 
imputations provided by this process are designed 
to match, in the aggregate, published summary 
estimates of the U.S. undocumented population, 
nationally and in a subset of large states. 
 
We use information on income, health insurance 
coverage, Medicaid/CHIP eligibility, documentation 
status, and living arrangements to identify three 
groups of children likely to face significant 
challenges in obtaining or retaining health 
insurance coverage: Medicaid/CHIP eligible 
children with potentially exchange eligible parents; 
Medicaid/CHIP eligible children with 
undocumented parents; and children with at least 
one absent parent.   
 
Medicaid/CHIP eligible citizen and legal resident 
children are classified as having parents who are 
potentially eligible for subsidized coverage through 
the new health insurance exchanges (hereafter 
called potentially exchange eligible) if their parents 
are (1) citizens (or legal residents with at least five 
years of residency) with HIU incomes between 138 
and 400 percent of the FPL or (2) legal residents 
with less than five years of residency and HIU 
incomes less than 400 percent of the FPL.17  We 
cannot identify whether parents have an affordable 
ESI offer and thus consider these parents to be 
potentially exchange eligible.  Those Medicaid/
CHIP eligible citizen and legal resident children 
with undocumented parents were also identified. 
This group excludes children with one 
undocumented parent if the other parent is a 
citizen or legal resident.  
 
We identify children with absent parents using a 
method consistent with a definition of child support 
eligibility.18  We include children 0–18 residing with 
one biological parent and one stepparent or one 
biological parent only. We exclude children who 

reside with a single parent who has been widowed 
and children residing with one adoptive parent, as 
these children may not have another parent living 
elsewhere. Those children living with no biological 
or adoptive parents are also identified, excluding 
those who are parents themselves and those 
identified as the reference person or spouse of the 
CPS household.  
 
Medicaid/CHIP eligible children with potentially 
exchange eligible parents and those with 
undocumented parents are mutually exclusive, but 
children in either group may also live without at 
least one of their parents. We therefore present the 
number of children in each group as well the total 
number of unduplicated children facing one or 
more complex coverage scenarios. The national 
estimates of children facing complex coverage 
scenarios under the ACA presented in this report 
differ somewhat from the previously published 
estimates. The differences are due in part to 
updates to the Urban Institute Health Policy 
Center’s CPS Medicaid/CHIP Eligibility Simulation 
Model, based on new information on state-level 
eligibility guidelines. Additionally, two scenarios 
included in the original estimates are not included 
here due to concerns regarding the reliability of 
state-level estimates.  
 

National Results 

We review the updated national estimates and 
present new information on the current health 
insurance coverage distributions for each group of 
interest.19  We then present separate estimates for 
California, New York, and Texas.   
 
The first column of figure 1 provides a national 
estimate of Medicaid/CHIP eligible children with 
potentially exchange eligible parents. In 2009, 
there were an estimated 15.7 million children living 
in this scenario. These children represent nearly 20 
percent of all U.S. children and more than one-third 
of Medicaid/CHIP eligible children. The second 
column provides a national estimate of Medicaid/
CHIP eligible children with undocumented parents. 
In 2009, we estimate that approximately 3 million 
children lived in such a scenario. These children 
represent 4.1 percent of all children and 7.4 
percent of Medicaid/CHIP eligible children. The 
third column provides a national estimate of the 
number of children living in households without at 
least one of their parents. In 2009, almost 28 
million children lived in such scenarios. These 
children represent more than one-third of all 
children.   
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Figure 2 shows the health 
insurance distribution for children in 
each complex coverage scenario 
as well as the coverage distribution 
of those children not facing any of 
these scenarios. The results 
indicate that while most children in 
complex coverage scenarios do 
obtain coverage through Medicaid/
CHIP or ESI, the uninsurance rate 
for children in these scenarios is 
higher than that of children who do 
not encounter such challenges.  
Medicaid/CHIP eligible children 
with undocumented parents exhibit 
the highest uninsurance rate (19.0 
percent), but children with absent 
parents also have an uninsurance 
rate (11.7 percent) that is 
significantly higher than children 
without complex coverage issues 
(7.1 percent). The uninsurance rate 
for Medicaid/CHIP eligible children 
with potentially exchange eligible 
parents (8.8 percent) is not 
statistically different from children 
without complex coverage issues. 

 
These national estimates confirm 
that a nontrivial number of children 
are facing complex coverage 
scenarios.  In fact, just over 40 
million children face at least one 
complex coverage scenario, 
including 6.3 million children facing 
two complex scenarios (figure 3). 
With an uninsurance rate of 11.2 
percent (data not shown), children 
facing at least one complex 
coverage scenario are significantly 
more likely to be uninsured than 
other children (7.1 percent). Figure 
4 reveals that children in complex 
scenarios represent a majority of 
uninsured children.  Among all 
uninsured children in the United 
States, 61.8 percent are in at least 
one complex coverage scenario. 
Furthermore, more than three-
quarters of Medicaid/CHIP eligible 
uninsured children in the United 
States face at least one complex 
scenario (figure 4). 
 
 



 

© 2012, The Urban Institute Health Policy Center • www.healthpolicycenter.org  page  7 

State Results 

The share of children facing 
complex scenarios and the 
prevalence of particular scenarios 
are likely to vary by state. We 
therefore present state-level 
estimates of children in complex 
coverage scenarios for the three 
largest states; California, New York, 
and Texas.  
 

California 

Figure 5 provides state-level 
estimates of the number of children 
in California who face complex 
coverage scenarios. There are an 
estimated 1.8 million Medicaid/CHIP 
eligible children in California with 
potentially exchange eligible 
parents, representing 17.6 percent 
of all California children. 
Additionally, 0.7 million Medicaid/
CHIP eligible children in California 
are estimated to have only 
undocumented parents. Nearly one 
third of all children in California (3.0 
million) reside in a household with 
at least one absent parent. Just 
over 14 percent of Medicaid/CHIP 
eligible children with undocumented 
parents in California were 
uninsured, compared with10.6 
percent and 10.7 percent for 
children with absent parents and 
Medicaid/CHIP eligible children with 
exchange eligible parents, 
respectively (appendix table 1).  
Children not facing complex 
coverage issues were less likely to 
be uninsured (7.7 percent) than 
those with undocumented parents 
and those with absent parents, but 
the difference from those with 
exchange eligible parents was not 
statistically significant.  
 

New York 

In New York, there are an estimated 
1.5 million Medicaid/CHIP eligible 
children with potentially exchange 
eligible parents (figure 6).  Nearly 
0.2 million Medicaid/CHIP eligible 
children in New York have only 
undocumented parents. 
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Additionally, almost 40 percent 
(1.8 million) of all children in New 
York have at least one absent 
parent. Children in these complex 
coverage scenarios have 
uninsurance rates that range from 
4.5 percent for Medicaid/CHIP 
eligible children with potentially 
exchange eligible parents to 16.5 
percent of Medicaid/CHIP eligible 
children with undocumented 
parents. Children with at least one 
absent parent have an 
uninsurance rate of 9.4 percent 
(appendix table 1). Only the rates 
for those with undocumented and 
absent parents are statistically 
higher than the rate for children 
not in complex coverage scenarios 
(4.3 percent).   
 

Texas 

In Texas, 0.8 million children are 
eligible for Medicaid/CHIP and 
have parents who are potentially 
eligible for the exchange (figure 7).  
An estimated 0.5 million children, 
representing 6.7 percent of all 
children in Texas, are eligible for 
Medicaid/CHIP and have only 
undocumented parents.  There are 
2.8 million children in Texas with 
at least one absent parent. 
Compared to an uninsurance rate 
of 14.3 percent for children not 
facing complex coverage 
scenarios in Texas, children with 
absent parents and Medicaid/
CHIP eligible children with 
undocumented parents had higher 
uninsurance rates, of 16.1 and 
21.0 percent, respectively 
(appendix table 1). However, only 
the difference for those with 
undocumented parents was 
statistically significant. Medicaid/
CHIP eligible children with 
potentially exchange eligible 
parents in Texas had a lower 
uninsurance rate (11.6 percent) 
than those without a coverage 
challenge (14.3 percent), but this 
difference was not statistically 
significant.   
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State Summary  

As was true at the national level, our state-level 
estimates indicate that there are large numbers of 
children facing complex coverage scenarios in 
each state. Figure 8 displays the proportion of 
children who are facing complex coverage 
scenarios. In California and Texas, respectively, 
48 and 50 percent of all children face at least one 
complex scenario. This amounts to 4.8 million 
children in California and 3.6 million children in 
Texas, with 0.7 million and 0.5 million facing two 
scenarios. In New York, 63 percent of all children 
(2.9 million) are in complex scenarios, with 0.6 
million facing two scenarios.   

When we consider children in all 
three complex coverage 
categories combined, we find that 
these children are more likely to 
be uninsured than children not 
facing these scenarios.  Figure 9 
displays the uninsurance rates for 
children in complex scenarios 
compared with those children not 
in such scenarios.  In all states, 
the uninsurance rate for those 
with coverage challenges is 
higher than their counterparts. 
The difference in Texas, however, 
is not statistically significant.  
 
Figures 10 and 11 exhibit the 
prevalence of children facing at 
least one complex coverage 
scenario among all uninsured 
children and among Medicaid/
CHIP eligible uninsured children, 
respectively.  As at the national 
level, the results are quite striking, 
especially for the eligible 
uninsured. The prevalence of 
those in complex scenarios 
among the uninsured is 
somewhat lower in California (57 
percent) and Texas (52 percent) 
and higher in New York (75 
percent).  In these three states, 
children facing at least one 
complex coverage scenario 
account for even larger 
proportions of the current 
population of uninsured children 
who are eligible for Medicaid/
CHIP. In California, 68 percent of 
the Medicaid/CHIP eligible 
uninsured are in at least one 

complex scenario, while in New York and Texas, 
the proportions are 82 percent and 75 percent, 
respectively. 
 

Discussion 

Millions of children in the United States live in 
complex coverage situations that may present 
challenges to obtaining or retaining coverage under 
the ACA. The largest category of these children in 
absolute numbers, both at the national level and in 
the three states, comprises those living without at 
least one of their parents. Different categories of 
children are more prominent in different states. For 
instance, Medicaid/CHIP eligible children with 
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potentially exchange eligible parents represent 32 
percent of all children in New York compared with 
18 percent and 11 percent in California and Texas, 
respectively.  This is largely because New York 
has much higher eligibility thresholds for Medicaid/
CHIP, which leads to a much larger overlap of 
Medicaid/CHIP and exchange subsidy eligibility. In 
contrast, Medicaid/CHIP eligible children with 
undocumented parents represent only 4 percent of 
children in New York, compared with 8 percent in 
both Texas and California. And while in New York 
and Texas, children with absent parents represent 
close to 40 percent of all children, these children 
are less than 30 percent of all children in California. 
With a total of just over 40 million children in the 
United States and between 3 and 5 million in each 
of the three states experiencing at least one of 
these scenarios, the total number of children facing 
potential coverage challenges is substantial, 
representing more than 50 percent of all children in 
the United States. These children are also more 
likely than children not facing these scenarios to be 
uninsured today and they make up a large 
proportion of all uninsured and particularly 
Medicaid/CHIP eligible uninsured children. 
 

Thus, in an effort to maximize the benefits of the 
ACA for children, it will be important to consider the 
children in these scenarios and how regulations 
and implementation strategies can address some 
of the potential barriers to coverage. Given the 
critical role that states will play in implementing the 
key coverage provisions, it may also be important 
for individual states to use data and stakeholder 
input to assess these issues in their own state in 
order to determine the best ways to address them.  
 

Under the ACA, for instance, Medicaid/CHIP 
eligible children with potentially exchange eligible 
parents could benefit from strong integration of the 
eligibility and enrollment systems for Medicaid and 
the exchange. Those children already enrolled in 
Medicaid/CHIP may benefit if their parents gain 
new or more affordable coverage through a system 
that allows all family members to obtain and retain 
appropriate coverage seamlessly. Currently 
uninsured children would also benefit if Medicaid 
and exchange coverage were integrated to allow 
those children to become enrolled in Medicaid as 
their parents seek new coverage options through 
the exchange. Results from the Urban Institute’s 
Health Insurance Policy Simulation Model further 
emphasize the importance of streamlining these 
systems, projecting that under the ACA, 75 percent 
of parents who are enrolled in a subsidized 
exchange plan will have a child eligible for 
Medicaid/CHIP.20 

A subset of Medicaid/CHIP eligible children with 
exchange eligible parents could also benefit from 
the adoption of the Basic Health Plan option, which 
allows states to use federal dollars allocated for 
exchange subsidies to provide coverage similar to 
Medicaid to adults up to 200 percent of the FPL. 
Additional parents could gain coverage under this 
option and face lower premiums and cost sharing 
which could benefit their children as well.  
 
Another important issue for families with Medicaid/
CHIP eligible children and subsidy-eligible parents 
will be whether any premium contributions for 
children’s public coverage are considered when 
determining exchange subsidy amounts for 
parents. Family contributions to exchange 
coverage are limited to a specified percentage of 
income, and the subsidies cover the rest of the 
premium. The proposed rules released in August 
indicated that contributions to public coverage 
would not be considered when calculating the 
exchange subsidy amount. This could result in 
higher financial burdens for families with children 
receiving CHIP coverage and parents purchasing a 
subsidized exchange policy.21 States may be able 
to reduce or minimize these financial burdens on 
families by reviewing and possibly revising their 
CHIP premium policies. 
 

Furthermore, although the ACA does not include 
new coverage options for their parents, Medicaid/
CHIP eligible children with undocumented parents 
could still benefit from health reform. The ACA 
does include components intended to expand 
outreach efforts, streamline eligibility and 
enrollment processes, and improve renewal 
procedures.22  Our estimates indicate that citizen 
and documented children with undocumented 
parents would benefit from targeted attention in 
these areas. Another group of children with 
undocumented parents may also require attention 
under the ACA.  Children who are not eligible for 
Medicaid/CHIP with incomes between 138 and 400 
percent of the FPL may qualify for a child-only plan 
in the exchange because their undocumented 
parents are ineligible to purchase exchange 
coverage.23  Determining how such policies will be 
priced and how subsidies will be calculated will be 
important for this group of children.   
 

Children with absent parents face a number of 
challenges that may make it difficult for them to 
obtain coverage under the ACA and it will be 
important to clarify issues related to medical 
support orders particularly in the context of the 
individual mandate. This issue will primarily need to 
be addressed in the structure of child support 



 

© 2012, The Urban Institute Health Policy Center • www.healthpolicycenter.org  page  11 

orders going forward, with guidance from the 
Department of Health and Human Services Office 
of Child Support Enforcement. Also, as has been 
noted, clarifying the rules for child-only plans in the 
exchange may benefit this group of children. 
Children living without at least one of their parents 
represent a large and diverse group, and are likely 
to face a wide variety of challenges in obtaining 
coverage that are unrelated to the ACA.24  Policies 
to address uninsurance among these children 
would benefit from further analysis of the many 
family situations that comprise this group. 
 
In addition to the scenarios discussed here, other 
coverage challenges may arise for children and 
their families under the ACA. Of particular 
importance is the ACA provision that denies 
eligibility for exchange subsidies to individuals with 
an affordable offer of ESI. As currently interpreted, 
no family member may receive a subsidy to 
purchase coverage in the exchange if any member 
of the family has an offer of ESI coverage for an 
employee-only policy that meets the affordability 
threshold; this is true even if no affordable family 

policy is available. This provision has the potential 
to leave many children without an affordable 
coverage option.25 

 

Despite substantial progress in reducing 
uninsurance among children over the past two 
decades, some children still face challenges in 
obtaining health insurance coverage. The ACA has 
the potential to further reduce uninsurance for 
children, but it may not address the barriers faced 
by some families and, in certain cases, it may 
present new challenges. Maximizing coverage for 
children will therefore require addressing the 
complex coverage scenarios that prevent some 
children from obtaining or retaining coverage.26  
Given that many children face these or similar 
scenarios today, national and state policymakers 
can begin to address these issues even before the 
major ACA coverage provisions are implemented.  
This analysis also suggests that it will be important 
to continue considering the circumstances of these 
children as regulations are developed and health 
reform implementation progresses.  
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Appendix Table 1 

Health Insurance Coverage of Children, by State and Complex Coverage Status 

  

Medicaid/CHIP  
eligible children, 

 potentially exchange 
eligible parents 

Medicaid/CHIP  
eligible children, 

 undocumented parents 

Children with  
at least one  

absent parent 

Children not in  
a complex  

coverage scenario 

 %  %  %  %  

United States                

Medicaid/CHIP 38.4 *** 68.5 *** 54.2 *** 23.5  

ESI 48.0 *** 11.6 *** 30.3 *** 64.7  

Uninsured 8.8  19.0 *** 11.7 *** 7.1  

         

California                

Medicaid/CHIP 45.8 *** 75.6 *** 54.1 *** 30.8  

ESI 39.8 *** 9.7 *** 30.8 *** 56.9  

Uninsured 10.7  14.2 *** 10.6 ** 7.7  
         

New York                

Medicaid/CHIP 37.0 *** 65.3 *** 61.7 *** 29.8  

ESI 53.1 *** 18.3 *** 25.9 *** 63.5  

Uninsured 4.5  16.5 ** 9.4 *** 4.3  

         

Texas                

Medicaid/CHIP 45.2 *** 69.9 *** 54.4 *** 27.8  

ESI 38.1 *** 7.0 *** 26.7 *** 54.4  

Uninsured 11.6  21.0 * 16.1  14.3  

Source: Urban Institute analysis of the 2010 CPS ASEC.     

Notes: Potentially exchange eligible parents are citizens/legal residents (5+ yrs) with income 138—399% FPL or legal residents (<5 yrs) 
with income below 400% FPL. These parents may or may not qualify for exchange subsidies depending on the ESI coverage that is availa-
ble to them. The coverage distribution in the table does not sum to 100. The remainder represents those with other coverage including pri-
vate nongroup insurance and other public coverage. * (**) (***) indicates that the estimate is statistically different from that for children not in 
a complex coverage scenario at the .10 (.05) (.01) level. 


