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Medicaid and the State Children’s Health Insurance Program 

 

Background 

 

Established in 1965 by Title XIX of the Social Security Act (SSA), Medicaid is a jointly 

funded federal-state entitlement program that provides benefits for medical and health-

related services to America's poorest people.  Medicaid covers three main groups of low-

income Americans: parents and children, the disabled, and the elderly.  In Fiscal Year 

(FY) 1998, 41.4 million people were enrolled in the Medicaid program and 40.6 million 

beneficiaries accessed services, including 18.9 million children (47%), 7.9 million adults 

(19%), 6.6 million individuals who were blind or disabled (16%), and 3.9 million elderly 

(10%).1  As such, Medicaid covered more Americans than Medicare or any other health 

insurer and one fifth of all children in the U.S.  More recently, Congress created the State 

Children’s Health Insurance Program (SCHIP) as Title XXI of the SSA in 1997 to 

provide coverage for children in lower-income families who do not qualify for Medicaid. 

 

Although roughly half of all Medicaid beneficiaries are children, only 17 percent of 

expenditures go for children’s services.  The vast majority of all Medicaid spending is 

associated with services for the elderly (30%) and disabled (42%).  Medicaid spending 

from federal and state sources totaled $161.2 billion in 1997 (compared to $214.6 billion 

for Medicare, the primary federal health care program for the elderly and disabled).  The 
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federal government pays at least 50 percent of the cost of Medicaid in every state and up 

to 78 percent in some states (national average = 57%).2     

 

While large in scope, Medicaid benefits are subject to specific eligibility regulations set 

by both state and federal governments.  As originally enacted, Medicaid was limited to 

persons eligible for Aid to Families with Dependent Children (AFDC), now referred to as 

Temporary Assistance for Needy Families (TANF.)  Over the last three decades, 

eligibility rules have been amended and Medicaid coverage has been broadened to 

include additional populations.  As a result, beneficiary regulations have become 

considerably more complex. 

 

Medicaid rules are further complicated by the fact that states have discretion, within 

broad national guidelines set by the Centers for Medicare and Medicaid Services 

(CMS)—formerly the Health Care Financing Administration (HCFA).  Accordingly, 

states can establish their own eligibility standards; determine the type, amount, duration, 

and scope of Medicaid services; set payment rates for services; and administer their 

individual programs.  Given this relative autonomy over key implementation measures, 

Medicaid programs can vary considerably from state to state.   

 

Considerable attention has been focused on Medicaid dental services in recent years, in 

part because of greater recognition that individuals covered by Medicaid are 

disproportionately affected by dental diseases and in part because of widespread concerns 

about the level of access afforded by Medicaid dental programs.  For example, children 
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covered by Medicaid are three-to-five times as likely to have untreated dental disease 

compared to their more affluent counterparts.3  Growing awareness of these issues has led 

to a series of federal initiatives and prompted several states to implement policies and 

operational changes aimed at increasing provider participation, access to services, and 

overall Medicaid program performance.   

 

 

Eligibility and Enrollment 

 

Three basic groups of low-income people are eligible for Medicaid: 

 Parents and Children – In 1997, Medicaid covered approximately 21 million low-

income children and 8.6 million low-income adults in families with children, the vast 

majority of whom were women.2   

 Disabled – Roughly 6.8 million individuals with disabilities were covered by 

Medicaid in 1997, largely as a result of receiving cash assistance from the 

Supplemental Security Income (SSI) program.  The remainder generally qualified by 

incurring large hospital, prescription drug, nursing home, or other medical or long-

term care expenses. 2   

 Elderly – Over 4 million adults age 65 and over were covered by Medicaid in 1997, 

slightly less than half because of SSI eligibility and most of the remainder due to 

extensive health care expenses.2 

 

Federally mandated eligibility groups include: 
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 Low-income families with children, who meet certain eligibility requirements in the 

State's AFDC plan;  

 Infants, up to one year of age, born to Medicaid-eligible pregnant women;  

 Children under age six and pregnant womena whose family income is at or below 133 

percent of the federal poverty level;b 

 Children under age 19 in families with incomes at or below the federal poverty level; 

 Recipients of adoption assistance and foster care under Title IV-E of the Social 

Security Act; 

 Supplemental Security Income (SSI) recipients; and 

 Specifically protected groups including those who lose SSI payments due to earnings 

from work or increased Social Security benefits. 

 

States have the option to extend Medicaid eligibility to "categorically needy" groups.  

Examples of the optional groups that States may cover as categorically needy (and for 

which they will receive federal matching funds) under the Medicaid program include but 

are not limited to:  

 Infants up to age one and pregnant women not covered under the mandatory rules 

whose family incomes are below 185 percent of the federal poverty level; 

 Optional targeted low-income children;  

                                                 
a  Pregnant women remain eligible for Medicaid through the end of the calendar month in which the 60th 

day after the end of the pregnancy falls. 

b  2001 U.S. Department of Health and Human Services Poverty Guideline examples: $17,650 for a family 

of 4, $14,630 for a family of 3. 
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 Children under age 21 who meet income and resources requirements for TANF, but 

who otherwise are not eligible for TANF; and 

 Certain aged, blind, or disabled adults who have incomes above those requiring 

mandatory coverage, but below the federal poverty level. 

 

Many states have elected to provide a "medically needy" category of eligibility that 

allows persons who have too much income to qualify under the mandatory or optional 

categorically needy groups to receive Medicaid benefits.  This option allows them to buy-

in to Medicaid by incurring medical and/or remedial care expenses to offset their excess 

income, thereby reducing it to a level below the maximum allowed by that state's 

Medicaid plan.  States may also allow families to establish eligibility as medically needy 

by paying monthly premiums to the state in an amount equal to the difference between 

family income and the income eligibility standard.  

 

 

Medicaid Trends  

 

Eligibility – As noted earlier, Medicaid has grown significantly from its original 

eligibility relationship to federal cash assistance programs.  Recent Congressional 

legislation provides for expanded coverage to a number of low-income pregnant women, 

poor children, and some Medicare recipients who are not eligible for any cash assistance 

program.  Legislative changes have focused on both increasing access and improving 
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quality of care, and some have lengthened specific benefits beyond the normal run of 

Medicaid eligibility and placed restrictions on States' ability to limit specified services. 

 

Since its inception Medicaid has played a prominent role in providing health insurance to 

low-income children — particularly younger-age children.  Each year over one-third of 

all births in the United States are covered by Medicaid.  In 1998, Medicaid covered 25 

percent of U.S. children under age 3, 22.9 percent of children between the ages of 3 and 

5, and 15.5 percent of children between the ages of 12 to 17.4  Lower percentages of older 

children with Medicaid coverage reflect higher income-eligibility criteria for older age 

groups.  Overall, children served by Medicaid in FY 1998 comprised one out of five 

children in the nation. 

 

Mandatory eligibility expansions during the late 1980’s contributed to growth in the 

number of children enrolled in Medicaid.  Children (including children with disabilities) 

represented 54 percent of the 41.4 million individuals enrolled in Medicaid in FY 1998.  

The next largest group of enrollees was adults age 21 to 64 (nearly 31 percent), while the 

elderly, age 65 and over, accounted for the smallest group of enrollees by age.4 

 

The proportion of Medicaid beneficiaries with disabilities has increased over time.  In 

1973, the blind and disabled represented 11 percent of the total Medicaid population.  By 

1998, the blind and disabled represented 18 percent of the total Medicaid population.  In 

contrast, beneficiaries over the age of 65 decreased from 19 percent to 11 percent of the 

Medicaid population during the past 25 years.5  
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Expenditures – Based on the consistently high ratio of children to adults in Medicaid, it 

is noteworthy that one of the most pronounced Medicaid service-related trends in recent 

years has been the exponential increase in spending on behalf of the blind, individuals 

with disabilities, and the elderly.  Expenditures for intensive acute care and for home 

health and nursing facility services for the aged and disabled have grown sharply during 

the past two decades.  Much of this growth has been attributed to both the increasing size 

of the Medicaid disabled population and the rising costs associated with institutional 

long-term care services. 

 

While the aged, the blind, and individuals with disabilities accounted for only 26 percent 

of all persons served through Medicaid in 1998, Medicaid payments made on their behalf 

accounted for 71 percent of all Medicaid payments.  The largest group of persons served 

through Medicaid, children, accounted for only 16 percent of all Medicaid program 

payments.5 

 

 

Services 

 

Most Medicaid beneficiaries are entitled to coverage for the following services, provided 

they are deemed to be medically necessary: 

 Hospital services (inpatient and outpatient);  

 Physician services;  
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 Nursing home care;  

 Nurse midwife and nurse practitioner services;  

 Laboratory and x-ray services;  

 Early and periodic screening, diagnosis, and treatment (EPSDT) services (including 

dental services) for individuals under age 21; 

 Federally qualified health center (FQHC) and rural health clinic (RHC) services; and 

 Family planning services. 

 

States may also provide home and community-based care waiver services to certain 

individuals who are eligible for Medicaid.  Such services may include case management, 

personal care services, respite care services, adult day health services, homemaker/home 

health aide, habilitation, and other services requested by the state and approved by CMS.4  

Dental services per se are not required for Medicaid recipients except as part of EPSDT 

services, which are described in greater detail below. 

 

Amount and Duration of Medicaid Services – According to federal law, the amount, 

duration, and scope of each service provided through Medicaid must be ‘sufficient to 

reasonably achieve its purpose.’  States may place appropriate limits on a Medicaid 

service based on such criteria as medical necessity or utilization control.  For example, 

states may place a reasonable limit on the number of covered physician or dentist visits or 

may require authorization to be obtained prior to service delivery.6  
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States have less discretion, however, over medically necessary services provided under 

Early and Periodic Screening, Diagnostic and Treatment services.  These services, as 

described below, must be included in full under each state’s program, even if they are not 

included as part of the covered services in that state's Medicaid plan. 

 

 

Early Periodic Screening, Diagnostic and Treatment Services 

 

The Early and Periodic Screening, Diagnostic and Treatment (EPSDT) service is 

Medicaid's comprehensive and preventive child health program for individuals under the 

age of 21.  Enacted in 1967 and amended again as part of the Omnibus Budget 

Reconciliation Act of 1989 (OBRA 89), the legislation provides for periodic screening, 

vision, dental, hearing, and necessary follow-up services for Medicaid recipients under 

age 21.  

 

By law, EPSDT services are intended to (1) assure the availability and accessibility of 

required health care resources and (2) help Medicaid recipients and their parents or 

guardians effectively use these resources.  This means that states are required to recruit 

physicians, dentists, and other providers; locate eligible families and inform them about 

EPSDT services; and assure that Medicaid-certified physicians, dentists, or other 

practitioners provide necessary medical and dental examinations, diagnoses and 

treatments.  But as discussed in greater detail below, achieving these objectives has been 

problematic, and obstacles to the delivery of EPSTD services remain. 
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Screening Services – Each state is required to develop EPSDT periodicity schedules for 

general health screenings at intervals that meet “reasonable standards of medical 

practice.”  Federal law directs states to consult with recognized medical organizations 

involved in child health care in developing such schedules.  

 

EPSDT screening services must include the following: 

 Comprehensive health and developmental history – including assessment of both 

physical and mental health development; 

 Comprehensive unclothed physical exam;c  

 Appropriate immunizations – according to the schedule established by the Advisory 

Committee on Immunization Practices (ACIP) for pediatric vaccines;  

 Laboratory tests – the minimum laboratory tests or analyses to be performed by 

medical providers for particular age or population groups;  

 Lead Toxicity Screening – all children are considered at risk and must be screened for 

lead poisoning; and  

 Health Education – counseling to both parents (or guardians) and children is required 

and to assist them in understanding what to expect in terms of the child's development 

                                                 
c Dental screening services are not required for Medicaid children, but generally have been considered to be 

part of general health screening, at least for very young children.  If a dental screening is to be included in a 

general health screening, the dental screening is to be conducted by qualified providers according to state-

specific periodicity schedules.  States generally allow a variety of qualified health care and community-

based service providers to conduct dental screenings up to an established age threshold, typically set at 

between one and three years of age. 
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and to provide information about the benefits of healthy lifestyles and practices as 

well as accident and disease prevention.  

 

When screenings indicate the need for further diagnostic or treatment services to evaluate 

a child’s health or correct or ameliorate illnesses and conditions found on screening, 

children are to be referred to appropriate, qualified health care providers for all necessary 

services.    

 

Hearing and Vision Services – EPSDT hearing and vision services must include 

diagnosis and treatment of defects in hearing and vision, including hearing aids and 

eyeglasses, and are subject to separate periodicity schedules.  Where hearing and vision 

periodicity schedules coincide with (general health) screening schedules, states may 

include hearing and vision screenings as part of the required minimum screening 

services.  

 

Dental Services – EPSDT dental services includes diagnostic, preventive and therapeutic 

or treatment services needed for relief of pain and infection, restoration of teeth, and 

maintenance of dental health, starting at as early an age as deemed necessary and in 

accordance with current standards of dental practice.  As with hearing and vision 

services, the law and Medicaid policy require that EPSDT dental services conform to 

each state’s dental periodicity schedule, which must be established after consultation with 

recognized dental organizations involved in child health care. The periodicity schedule 



 12 

for other EPSDT services (e.g., screening services) may not govern the schedule for 

dental services.   

 

Parents of children on Medicaid often seek dental services for their children directly (i.e., 

without a referral).  However, when dental care is not initiated by the age specified in 

each state’s dental periodicity schedule (typically between age one and three years), a 

“direct dental referral” is required.  The dental referral must be for an encounter with a 

licensed dentist for diagnosis and, if necessary, treatment.  Direct referral to a dentist may 

be met in settings other than a dentist’s office.  For example, in an area where dentists are 

scarce or not easily accessible, dental examinations in a clinic or group setting may make 

the service more appealing to recipients while meeting the state’s dental periodicity 

schedule.  Dental periodicity schedules typically also specify recommended intervals for 

ongoing oral health assessments, health education, and preventive services.  Services 

permitted by the state’s practice act also may be obtained from a dental hygienist. 

 

Although an oral screening may be part of a comprehensive physical examination or 

screening service and may result in a direct dental referral, it does not substitute for 

examination through direct referral.  Referrals to dentists also may occur at times other 

than those described by the periodicity schedule, as deemed medically necessary (e.g., 

when oral screening indicates the need for further evaluation, diagnosis or treatment).  
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EPSDT Performance Measures – States are required to report annually on Medicaid 

children’s use of various EPSDT services (e.g., number and percent of eligible children 

receiving recommended general health screenings and dental, hearing, and vision 

assessments).  These reports also serve as measures of states’ performance toward 

meeting EPSDT program goals.  The HCFA-416 participation report compiled by CMS 

for all states for FY 1998 indicated that approximately 14 million or two-thirds of the 

almost 22 million Medicaid-eligible children received initial or periodic EPSDT 

screening services.7  In contrast, only approximately 4 million or 18 percent of all 

EPSDT-eligible children received dental assessments during that 12-month period.7  

 

Prior to 2000, states were required to report only the percent of Medicaid-enrolled 

children who received dental examinations in the preceding 12-month period to 

document the performance of their dental Medicaid programs.  However, recently 

approved EPSDT reporting revisions now require states to report information annually 

on: (1) the number and percent of Medicaid-eligible children receiving any dental 

service, (2) the number and percent of eligible children receiving a preventive dental 

service, and (3) the number and percent of eligible children receiving “treatment services 

(i.e., services beyond diagnostic and preventive services dental services).  In a related 

activity, a CMS-supported National Committee on Quality Assurance (NCQA) expert 

panel has developed recommendations for additional pediatric oral health performance 

measures.8   
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Dental Services in Medicaid 

 

Children – EPSDT dental benefits for children include comprehensive diagnostic, 

preventive and treatment services.  States are required to establish separate dental 

periodicity schedules that specify the timing and frequency of dental services for 

Medicaid-eligible children, as well as the timing of initial direct referrals to dentists 

(generally between one and three years of age), in consultation with dental organizations 

involved in child health care. 

 

Medicaid EPSDT coverage includes all dental services deemed “medically necessary,” 

which in this context means services that in the opinion of a qualified provider are 

required to relieve pain and infections; restore teeth and maintain dental health; or correct 

or ameliorate defects, illnesses and conditions discovered by screening services.  

Orthodontic services are generally limited to cases where the malocclusion is deemed to 

be “handicapping” or more severe using various classifying indexes.  In the case of 

children’s oral health, the determination of “medically necessary care” must be based on 

accepted standards of dental and oral health practice, and relevant policies developed by 

recognized dental organizations involved in children’s oral health care.  “Medically 

necessary care” also means medical services that directly support the delivery of dental 

procedures and that in the judgment of the responsible dentist are necessary for the 

provision of optimal quality therapeutic and preventive oral care to patients with various 

medical, physical or behavioral conditions.  Such services include but are not limited to 

sedation, general anesthesia, and use of outpatient and inpatient surgical facilities.  
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Adults – Federal statues do not require Medicaid coverage for adult dental services.  

States that do choose to cover adult dental services as part of their Medicaid programs 

have the flexibility to determine eligibility criteria and the types of services they will 

provide.  Fifteen states provided adults enrolled in Medicaid with coverage for “basic 

dental services” (i.e., a limited set of diagnostic, preventive and therapeutic/restorative 

services) in 2000, while 18 others provided coverage only for services related to dental 

emergencies (e.g., relief of pain or infection).  Still others provided no adult Medicaid 

dental benefits.9   

 

 

Access to Medicaid Dental Services 

 

Children – Two recent reports issued by the U.S. General Accounting Office: “Oral 

Health: Dental Disease is a Chronic Problem in Low-Income Populations”, and “Oral 

Health: Factors Contributing to Low Use of Dental Services by Low-Income 

Populations,” and another issued by the U.S. Department of Health and Human Services 

Office of Inspector General have documented that access to dental services has been a 

chronic problem for individuals with Medicaid coverage.9  The 1996 OIG report found 

that less than one-in-five Medicaid eligible children received a preventive dental service 

in 1993.11  The U.S Surgeon General’s Report on Oral Health, released in 2000, 

reaffirmed this finding in its statement that, “Medicaid has not been able to fill the gap in 

providing care to poor children.”12   
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These low levels of access have been attributed to a variety of factors, including low rates 

of participation by dentists in Medicaid, issues related to program administration, and 

enrollee-related issues.  Dentists consistently cite inadequate low payment rates as the 

primary reason for low rates of participation in Medicaid.  The General Accounting 

Office noted that its survey conducted in 2000 found that Medicaid payment rates in most 

states were well below the prevailing fees charged by over 90 percent of practicing 

dentists in the respective states.10  Substantial underpayment, combined with cumbersome 

provider enrollment forms and reimbursement procedures and weak systems linking 

Medicaid enrollees and dental health providers has resulted poor access to dental services 

for children enrolled in Medicaid.  CMS has advised states that actions need to be taken 

to improve Medicaid children’s access to dental services and has requested that states 

develop state plans to address problem areas.  Litigation in federal courts is another 

common approach pursued by Medicaid enrollees and advocacy groups in states with 

chronic access problems.    

 

Adults – Much less is known about adults’ access to dental services in Medicaid because 

states are not required to report utilization rates as they are for EPSDT services for 

children.  However, in 2000, the General Accounting Office did report a weighted 

average of 29% of adult Medicaid recipients making a dental visit.9 CMS has recently 

directed attention to the issue of the adequacy of oral health care for the elderly in nursing 

homes, who often are covered by Medicaid. 
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Medicaid and Dental Care Expenditures 

 

The table below provides data and comparisons for selected years from 1980-1998 on 

expenditures for Medicaid Personal Health Care, Total U.S. Dental Care, (including all 

private/public payers and individuals), and Medicaid Dental Care services.  Note that 

Medicaid dental expenditures pale in comparison and have declined relative to Medicaid 

personal health care expenditures since 1980, and have been a very small and somewhat 

variable portion of total US dental care expenditures. 

 

Medicaid and Dental Care Expenditures5 

 

 1980 1985 1990 1995 1998 

Medicaid Personal Health Care      

Expenditures (in millions) $24,722  $38,922  $71,236  $136,899  $159,212  

      

Total US Dental Care      

Expenditures (in millions) $13,323  $21,650  $31,566  $45,000  $53,829  

      

Medicaid Dental Care      

Expenditures (in millions) $505  $510  $756  $1,780  $1,993  

      

Medicaid Dental as a % of 

Medicaid Personal Health 

     

Care Expenditures 2.0% 1.3% 1.1% 1.3% 1.3% 
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Medicaid Dental as a % of Total      

US Dental Care Expenditures 3.8% 

 

2.4% 2.4% 4.0% 3.7% 

 

 

SCHIP 

 

One of the most significant recent developments related to populations covered by 

Medicaid is the establishment of The State Children's Health Insurance Program as part 

of the Balanced Budget Act of 1997.  SCHIP or "Title XXI" is the largest effort by 

Congress since Medicaid to provide health insurance to vulnerable children.  The 

program was created to addresses the problem of 10 million medically uninsured 

children.  It is distinguished from Medicaid by entitling states (not individual children) to 

federal allotments to provide "child health assistance."  SCHIP provides for a 30 percent 

larger federal share of program costs compared to Medicaid, and gives states even more 

latitude in designing eligibility criteria, service benefits, cost-sharing and administration.  

In its first 3 years, SCHIP reached over 3 million of the 10 million eligible children.  

Initial outreach difficulties have been addressed in subsequent legislation to improve 

enrollment methods.   

 

Under SCHIP, states can extend coverage to children who do not qualify for Medicaid 

and are not insured through employer coverage.  They can cover children up to 200 

percent of the federal poverty level or 50 percentage points higher than criteria used in 
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their existing Medicaid programs as long as they cover lower-income children before 

higher-income children.  The overwhelming majority of newly covered children are from 

"working poor" families – families where one or both parents are employed full-time but 

earn too little to afford health insurance.  

 

States may elect to provide SCHIP coverage by expanding Medicaid benefits.  If a state 

elects a Medicaid expansion, it must provide the full range of dental benefits including 

whatever orthodontic coverage is provided in its Medicaid program.  However, if a state 

elects a new "state CHIP program," it can base its benefits package on one of three 

options: 1) "benchmark coverage" (equal to benefits provided to federal employees in 

their Blue Cross standard option PPO plan; equal to benefits offered to state employees in 

that state; or equal to benefits provided by the HMO in that state with the largest 

enrollment); 2) "benchmark-equivalent coverage" (an actuarially determined dollar value 

of one of the three benchmark coverage plans); or 3) "Secretary-approved coverage" (a 

set of benefits approved by the Secretary of Health and Human Services).13 

 

Dental Services in SCHIP – Dental coverage is not a requirement under Title XXI; 

however, 49 of the 50 states have chosen to offer dental coverage as part of their SCHIP 

programs and to provide relatively comprehensive benefits.  While not as broad as 

Medicaid’s EPSTD program, coverage under most SCHIP programs includes basic 

preventive, diagnostic, and restorative services. 
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States with separate SCHIP programs are delivering dental care through methods not 

traditionally used under Medicaid.  For example, states predominantly deliver dental 

services under SCHIP through managed care arrangements (even though payments to 

dentists generally remain on a fee-for-service basis).  A recent Urban Institute report 

acknowledged that whether managed care plans will succeed in improving access to 

dental care will depend, in large part, on the extent to which states hold the plans 

accountable for meeting their contractual obligations and the adequacy of the capitation 

rates paid to plans.14  The relative success of dental service delivery through SCHIP, 

supported by higher payment rates and improved provider participation, may provide a 

model for Medicaid programs to consider in their efforts to improve access. 

 

 

Summary 

 

Medicaid and the recently established State Children’s Health Insurance Program are 

important programs for facilitating access to dental services for low-income individuals.  

The design and administration of these programs vary considerably across states, as has 

their performance.  Recent federal and state initiatives have focused on addressing issues 

identified as contributing to low levels of provider participation and use of dental 

services.  Coverage for dental services under these and other health-related federal 

programs is restricted according to eligibility criteria, with many states providing little or 

no dental coverage for low-income adults.     
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