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AMERICAN ACADEMY OF PEDIATRICS

POLICY STATEMENT
Organizational Principles to Guide and Define the Child Health Care System and/or Improve the Health of All Children

Committee on Child Health Financing

Medicaid Policy Statement

ABSTRACT. Medicaid is a vital safety net for children
that must be maintained. It is the largest single insurer of
children, yet millions of children who are eligible remain
unenrolled. Every effort should be made to implement
expanded eligibility and streamlined enrollment proce-
dures. Early and Periodic Screening, Diagnosis, and
Treatment (EPSDT) benefits should be maintained for all
eligible children. On average, Medicaid covers 30% of a
pediatrician’s patients, yet inadequate reimbursement af-
fects children’s access to care. States should increase re-
imbursement to at least parity with Medicare. Pediatrics
2005;116:274–280; Medicaid, EPSDT, Medicaid managed
care, eligibility, equal access.

ABBREVIATIONS. AAP, American Academy of Pediatrics;
SCHIP, State Children’s Health Insurance Program; EPSDT, Early
and Periodic Screening, Diagnosis, and Treatment; CMS, Centers
for Medicare and Medicaid Services.

INTRODUCTION

Every child, regardless of health status, requires
health insurance. Research has consistently
shown the important role that health coverage

plays in children’s access to and use of health care
services and attainment of positive health outcomes.1
Medicaid is a vital component of the American
health and social safety net, particularly for low-
income children and children with special health
care needs.2 The entitlement to Medicaid should be
protected to ensure the health and well-being of
millions of children.

The American Academy of Pediatrics (AAP) rec-
ognizes the achievements of the Medicaid program
in improving access to health care services for in-
fants, children, adolescents, and young adults, here-
after referred to as children. The Medicaid program
provides documented improvement in health care
access, preventive visits, and having a usual source
of care, resulting in improved health care outcomes
and overall health status of children.3–5 The AAP and
its members have made a strong commitment to the
Medicaid program. In general, pediatricians serve
more Medicaid patients than do other primary care
physicians.6,7 On average, 30% of a pediatrician’s
patients are covered by Medicaid,8 illustrating the
commitment of pediatricians to ensure that Medic-
aid-insured children have access to a medical home.9

The 1990s brought significant progress in expand-
ing health care coverage for children younger than
21 years through Medicaid expansions and the cre-
ation of the State Children’s Health Insurance Pro-
gram (SCHIP). In 2000, annual Medicaid enrollment
reached 24.2 million or 30.7% of infants, children,
and adolescents younger than 21 years.10 This enroll-
ment represents an 8% increase in the proportion of
children covered by Medicaid since 1993.11 Between
2000 and 2002, Medicaid and SCHIP covered an ad-
ditional 3.4 million children and kept the proportion
of uninsured children constant (below 12%) even as
employment-based coverage continued to drop.12

Still, an estimated 9.2 million children 0 through 18
years of age were uninsured in 2002, of whom 4.1
million were eligible for Medicaid, 2.4 million were
eligible for SCHIP programs, and 2.8 million were
not eligible for either program.10

With the recent economic downturn, however,
state and federal budget deficits threaten to undo
gains just when demand for these programs is in-
creasing. Not since World War II have states faced
worse financial crises. States are confronting difficult
decisions: whether to bypass entitled eligibility, limit
outreach, restrict or eliminate benefits, cut provider
payments, or alter policy through waivers. In 2003,
all 50 states implemented cost-containment strate-
gies, most of which were directed at adults.13 Be-
cause parental insurance is a predictor of children’s
insurance status, decreasing the eligibility of adults
will have a predictable negative effect on children’s
coverage. In the future, children are likely to be more
affected by state Medicaid budget shortfalls.

At the federal level, major program reforms are
also under consideration, including allowing states
more flexibility in changing Medicaid rules and reg-
ulations without waivers, altering eligibility require-
ments, cutting benefits to optional Medicaid eligibil-
ity groups, implementing cost sharing, and offering
capped funding allotments or block grants for acute
and long-term care. Although children through 20
years of age represent 54% of all Medicaid enrollees,
they account for only 23.5% of all Medicaid expen-
ditures.10 The demographic trend toward more el-
derly individuals requiring Medicaid long-term
care support creates significant pressure on federal
and state governments to contain costs. Conse-
quently, state and federal cost-containment strategies
targeting children are not likely to yield significant
savings and, in fact, may result in far greater state
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expenditures. Costs do not disappear when children
are cut from or drop out of the Medicaid program as
a result of cost-containment strategies. States may
experience higher expenditures in areas such as pri-
mary clinics in public health departments, increased
utilization of emergency departments, and an in-
crease in the number of preventable hospitalizations.
Other costs, which are more difficult to quantify,
such as school absences for children and missed
work for parents when children are sick as well as
the adverse consequences of delayed treatment, are
also likely.14 The AAP, therefore, continues to main-
tain its strong support for the Medicaid program and
offers a series of recommendations to support con-
tinued improvements. The following recommenda-
tions apply to all Medicaid programs, including fee-
for-service, managed care, and prepaid programs
unless otherwise specified.

ELIGIBILITY
The AAP recommends that states implement the

following eligibility provisions to ensure coverage of
all children eligible for Medicaid under federal leg-
islation.

1. Maintain, or preferably extend, coverage under
regular Medicaid and Medicaid-SCHIP pro-
grams to cover children up to a higher family
income level.

2. Expand coverage of all low-income adolescents
through 21 years of age.

3. Continue to take advantage of the flexibility pro-
vided by federal law to disregard certain income,
assets, and resources so that eligibility levels for
children are higher.

4. Maintain Medicaid eligibility, coverage, and ac-
cess for children with special health care needs
through home- and community-based services
waivers* and Katie Beckett programs.‡

5. Adopt and maintain presumptive Medicaid eli-
gibility policies for children who are presumed
eligible for Medicaid on the basis of income to
enroll temporarily and receive services, similar
to the option available for pregnant women.

6. Streamline the eligibility determination process
to simplify child enrollment and retention and to
decrease administrative costs.15

7. Ensure that a redetermination of eligibility be
made before disenrolling any children from
Medicaid because of changes in their eligibility
for cash assistance under the Temporary Assis-
tance for Needy Families (TANF) program or the
Supplemental Security Income (SSI) program.

8. Ensure that children who are removed from their
homes by the state and placed in the foster care
system are immediately enrolled in Medicaid.

9. Congress should pass the Family Opportunity
Act, which would permit a Medicaid buy-in op-
tion for families with children who have chronic
disabling conditions and who are not Medicaid
eligible.

10. Implement the Medicaid option to cover youth
exiting foster care on or after their 18th birthday.

11. Implement continuous Medicaid eligibility for
children through 21 years of age with screening
or evaluation only once during a 12-month
period.

OUTREACH, ENROLLMENT, AND RETENTION
The AAP recommends that states continue their

important work to strengthen outreach, enrollment,
and retention to ensure that all potentially eligible
Medicaid recipients are enrolled in the program.

1. Eliminate means testing, enrollment caps, waiting
lists, and requirements that applicants be unin-
sured for a period of time before enrollment in
Medicaid programs.

2. Maintain or increase outreach efforts to reach fam-
ilies whose children are potentially eligible for
Medicaid but not enrolled, including but not lim-
ited to legal immigrants, SCHIP-eligible children
whose family income has changed, and privately
insured children in low-income families.

3. Accept applications by mail, by phone, and on-
line, replicating effective strategies of automatic
enrollment piloted in Covering Kids initiatives.16

4. Continue to expand the use of multiple enroll-
ment sites and “express-lane” eligibility determi-
nation, including hospitals, birth certificate clerks’
offices, primary care offices, health care centers,
emergency departments, urgent care centers,
child care centers, Head Start programs, Special
Supplemental Nutrition Program for Women, In-
fants, and Children (WIC) programs, schools,
child care resources and referral agencies, and
places of worship.

5. Extend automatic enrollment in Medicaid for chil-
dren in families deemed eligible for Temporary
Assistance for Needy Families, Supplemental Nu-
trition Program for Women, Infants, and Chil-
dren, and food stamps.17

6. Coordinate Medicaid and SCHIP outreach and
universal enrollment processes, including the use
of common application forms that are short and
written in easily understood language and trans-
lated into multiple languages.

7. Encourage and provide incentives for collabora-
tion among enrollment entities, health care pro-
fessionals, and health plans to improve effective
communication and coordination to enroll eligible
families and retain participating children.

8. Establish federal policy to prevent denial of citi-
zenship because of previous receipt of Medicaid
and any other health services.

BENEFITS AND COST SHARING
Medicaid benefits vary by state.18 The AAP recom-

mends that Medicaid continue to offer all eligible
children the Early and Periodic Screening, Diagnosis,

* Section 1915(c) of the Social Security Act allows federal Medicaid match-
ing payments to be used for certain long-term care services that would
otherwise not qualify. These home- and community-based services may be
provided to Medicaid beneficiaries who, but for the provision of these
services, would require the level of care provided in a hospital or nursing
facility of an intermediate care facility.
‡ Section 1902(e)(3) of the Social Security Act, 42 USC 1396a(e)(3), allows
states to provide Medicaid coverage to disabled children receiving medical
care at home who would qualify for Medicaid if they were institutionalized.

AMERICAN ACADEMY OF PEDIATRICS 275

 by on July 29, 2005 www.pediatrics.orgDownloaded from 

http://www.pediatrics.org


and Treatment (EPSDT) benefit and all other man-
datory and optional benefits. In addition:

1. Clearly specify the full scope of pediatric Medic-
aid benefits, including EPSDT, in consumer bro-
chures, state plan documents, and managed care
contracts. States should also inform families about
Medicaid benefits excluded from managed care
contracts and educate them on how to access these
carved-out but covered services.

2. Encourage states to ensure that EPSDT, in combi-
nation with other mandatory and optional bene-
fits, covers the benefits outlined in the AAP policy
statement “Scope of Health Care Benefits for
Newborns, Infants, Children, Adolescents, and
Young Adults Through Age 21 Years.”19

3. Ensure that states’ EPSDT periodicity schedules
are consistent with the AAP periodicity schedule
in “Recommendations for Preventive Pediatric
Health Care”20 and Bright Futures21 and that im-
munization schedules are consistent with the rec-
ommended childhood and adolescent immuniza-
tion schedule published annually by the AAP, the
Advisory Committee on Immunization Practices,
and the American Academy of Family Physi-
cians.22

4. Ensure that states’ medical necessity definitions,
consistent with EPSDT policy, are included in all
consumer brochures, state plan documents, and
managed care contracts. When making medical
necessity determinations, state Medicaid agencies
should consider whether health interventions for
children assist in achieving, maintaining, or re-
storing health and functional capacity; are appro-
priate for age and developmental status; and will
take into account the specific needs of the child.23

5. Encourage states to offer the full scope of pediatric
Medicaid benefits, including EPSDT, for children
under Section 1115 demonstration waivers and
Health Insurance Flexibility and Accountability
waivers.§

6. Promote parity of behavioral health benefits with
medical benefits in insurance plans.19

7. Maintain the policy prohibiting cost sharing on all
Medicaid benefits for children, particularly pre-
ventive services.

MANAGED CARE
In recent decades, fiscal and policy considerations

have encouraged the use of managed health care
delivery models for Medicaid programs. At present,
nearly 52.2% of Medicaid beneficiaries receive their
health care services through managed care plans.24

The AAP recommends implementing the following
safeguards to ensure that the federal government
(through its policies) and states (through contracting
with health plans, managed care organizations, pri-

mary care case management programs, and behav-
ioral health plans) meet the health care needs of
children.

1. Ensure that every effort is made by states for
Medicaid beneficiaries to make timely and in-
formed selections of managed care organizations
and primary care clinicians. This effort includes
providing sufficient education and support to
consumers, such as face-to-face counselors to pro-
vide information on how to choose a health plan,
how to access primary care and referral services
and out-of-pocket plan benefits, and how to use
appeal and grievance procedures.

2. Provide educational materials for families that are
culturally sensitive and written at literacy levels
and in languages used by Medicaid recipients.
Quality-performance data should also be avail-
able from states and meaningful to Medicaid
consumers. Consumer-education efforts must ad-
dress the lack of resources, information, and train-
ing that prevents many consumers from being
involved in advisory and oversight bodies.25

3. For Medicaid participants who do not choose and
must be assigned to a managed care organization,
use practical criteria to assign them, including
current and previous relationships with primary
care and specialty clinicians, location of clinicians,
assignment of other family or household mem-
bers, cultural and linguistic preferences, choices
by other members in the service area, and capacity
of managed care organizations to provide special
care or services appropriate for children. Pediatri-
cians should be considered primary care clinicians
(not subspecialists), eligible to have children as-
signed to them in all default enrollment systems
and state-based enrollment broker options. Every
effort should be made to allow Medicaid patients
to remain with their medical home.

4. Include in the provider network of all managed
care organizations and fee-for-service programs26

sufficient numbers of appropriately trained and
board-eligible or board-certified providers of pe-
diatric care, including primary, medical subspe-
cialty, surgical specialty, and psychiatric pediatric
care, or provide a network outside the plan. Phy-
sicians and other licensed providers of develop-
mental, behavioral, and substance-abuse services
should be accessible or available by referral from
the primary care clinician to provide medically
necessary services without restrictions from the
managed care organization. In addition, Medic-
aid-eligible children should have access to chil-
dren’s mental health and substance-abuse ser-
vices, oral health care, social work services,
developmental evaluation services, occupational
therapy services, physical therapy services,
speech therapy and language services, school-
linked clinic services, and other necessary public
health services. The network should also include
hospitals that specialize in the care of children in
both inpatient and outpatient settings. In deter-
mining network adequacy, states should base de-

§ Section 1115 of the Social Security Act (42 USC 1315) allows states to waive
compliance with any provision of Medicaid, in addition to other federal
programs authorized by the Act, for any experimental, pilot, or demonstra-
tion project that would promote the objectives of the Medicaid program. A
Health Insurance Flexibility and Accountability waiver allows states to cut
benefit packages and increase cost sharing.
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terminations on the number of Medicaid provid-
ers accepting all new Medicaid patients.

5. With federal support, states should offer incen-
tives for managed care organizations, fee-for-ser-
vice programs, and primary care case manage-
ment programs to identify children with special
health care needs and offer plan providers en-
hanced payments for providing a medical home,
including family education, practice-based care
coordination, and transition to adult care, for
these children.

6. Require state coordination of care between Title V
agencies and mental health agencies that serve
Medicaid managed care beneficiaries.

7. Encourage states to implement special planning
and oversight of the use of managed care for
children with special health care needs, including
children in foster care and children with mental
health conditions. This should cover benefit spec-
ifications for specialty or chronic care services,
composition of pediatric provider networks, poli-
cies for flexible service authorization, care coordi-
nation, quality-performance measures for preven-
tive care delivery for children with various types
of chronic conditions, family participation, pedi-
atric risk-adjustment mechanisms, and other fi-
nancial incentives for high-quality care.

8. Encourage states to select managed care organiza-
tions on the basis of their ability or demonstrated
readiness to provide Medicaid-eligible children
with quality care based on the use of quality-
performance measures. Also, managed care orga-
nizations should be selected on the basis of their
abilities to complement and coordinate services
with existing maternal and child health programs
to ensure maximum health benefits to families.

9. Streamline Medicaid administrative processes to
create a minimal paperwork burden for physicians.

ACCESS TO PEDIATRIC SERVICES

The AAP recommends that the Centers for Medi-
care and Medicaid Services (CMS) and states focus
new attention on the availability of and access to a
wide range of pediatric services.

1. For all families with children, encourage the avail-
ability of medical homes that include access to
primary care pediatricians, pediatric medical sub-
specialists, pediatric surgical specialists, develop-
mental and behavioral service providers, care
coordinators, and hospitals with appropriate pe-
diatric expertise. Efforts should be made by state
Medicaid agencies and managed care organiza-
tions to maintain established relationships of chil-
dren with their primary care and specialty pedia-
tricians to avoid disruptions in the continuity of
care.

2. Ensure that behavioral health panels include men-
tal health professionals with adequate training
and experience in caring for children and adoles-
cents.

3. Support the “prudent-layperson” standard� and
oppose copayments for emergency care to allow
timely access to emergency services.

4. Provide pediatric-appropriate medication formu-
laries to provide quality care.

5. Support ongoing research to monitor the Medic-
aid participation rates of primary care and spe-
cialty pediatricians and to evaluate other aspects
of access to and quality of care for children under
Medicaid.

FINANCING AND REIMBURSEMENT
The AAP recommends that the CMS and state

Medicaid agencies reexamine their reimbursement
policies that are woefully inadequate for physicians
who care for children. Adequate Medicaid reim-
bursement is necessary to achieve access. Low pay-
ment, capitation, and paperwork concerns all relate to
low Medicaid participation by primary care office–
based pediatricians, pediatric medical subspecialists
and pediatric surgical specialists, mental health pro-
viders, and dentists.27 State policy makers should
address these 3 factors to ensure sufficient primary
care physician capacity to appropriately serve chil-
dren enrolled in Medicaid. States must pay primary
care pediatricians and pediatric medical subspecial-
ists and pediatric surgical specialists adequately so
they can continue to provide and improve quality
care for low-income children.

Federal and state policy makers and private man-
aged care administrators should ensure appropriate
levels of reimbursement and payment rates. All
states should regularly review Medicaid reimburse-
ment rates and raise them to at least parity with
Medicare. Health care for children is relatively inex-
pensive when compared with that for adults. More-
over, cutting state funding for Medicaid means los-
ing significant federal matching funds. Failure to
invest adequately in the health of children today
could have serious consequences for the populations
of tomorrow.28

The AAP recommends that policy makers:

1. Increase the Federal Medical Assistance Percent-
age as necessary to provide critical fiscal relief to
states and to maintain disproportionate share
hospital payments.

2. Oppose the conversion of Medicaid financing to
an annual allotment or block grant program with
a fixed budget and oppose caps on federal Med-
icaid spending.

3. Enforce the federal equal-access provision re-
quiring that state plans for medical assistance
ensure that payments are “sufficient to enlist
enough providers so that care and services are

� Section 4704 (b)(2)(C) of the Balanced Budget Act of 1997 (Public Law
105-33) defines the prudent-layperson standard as “a medical condition
manifesting itself by acute symptoms of sufficient severity (including severe
pain) such that a prudent layperson, who possess an average knowledge of
health and medicine, could reasonably expect the absence of immediate
medical attention to result in placing the health of the individual (or, with
respect to a pregnant woman, the health of the woman or her unborn child)
in serious jeopardy, serious impairment to bodily functions, or serious
dysfunction of any bodily organ or part.”
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available under the plan at least to the extent that
such care and services are available to the gen-
eral population in the geographic area.”29 Strong
evidence demonstrates that adequate reimburse-
ment is a prerequisite for states to comply with
federal law.

4. Require all states to increase Medicaid reim-
bursement rates to at least parity with Medicare.

5. Require all states to establish a process to review
and update Medicaid provider payment rates on
an annual basis.

6. Adjust payments for case-mix differences based
on chronic conditions, a pediatric diagnostic
classification system, or other risk-adjustment
mechanism. Because pediatric risk-adjustment
techniques are not well developed, contract pro-
visions should be included to address carved-out
services, outlier payment, reinsurance or shared-
risk arrangements for individual children, and
aggregate plan loss or profits.

7. All financing mechanisms should be sufficient to
adequately fund the overall costs of caring for
children eligible for Medicaid and should pro-
vide adequate reimbursement to physicians car-
ing for these patients. New financing approaches
should be piloted and evaluated with an analysis
of the effect on children, their families, and their
pediatricians before broad implementation.
When states raise capitation rates, they should
ensure funds are used by health plans to im-
prove access, quality, and reimbursement of
health services.

8. Eliminate barriers to pediatricians’ reimburse-
ment for the behavioral health services that they
legitimately provide within their scope of skills
as general pediatricians.

9. Provide Medicaid reimbursement for pediatri-
cian-directed care coordination of children with
special health care needs.

10. Provide Medicaid reimbursement for observa-
tion, rapid-treatment, and 23-hour units, day
medicine services, and necessary interhospital
transport services.

11. Adjust Medicaid reimbursement, including cap-
itation payments, or create contingency funds to
account for advances in pediatric care, including
but not limited to new vaccines and new tech-
nologies. Timely adjustments to coverage and
capitation rates reflecting these medical ad-
vances should be included in all state managed
care contracts.

12. Adopt health plan reimbursement levels that
value services to children. Encourage the CMS to
obligate states contracting with managed care
organizations to disclose their physician-pay-
ment methodologies and rates (whether fee-for-
service or capitated) for each child eligibility
group on an annual basis. The CMS should re-
quire states to make nonproprietary information
easily available on request. The adequacy of
Medicaid payments should be based on the true
costs of delivering care and not on the commer-
cial market rate, which may be inadequate.

13. Initiate a process to modify the resource-based
relative-value scale for children to correct ineq-
uities pertaining to pediatrics. In particular, a
system for the ongoing evaluation of expenses
for practice overhead, including expenses spe-
cific to pediatrics, should be implemented.

14. Establish a National Medicaid Payment Advi-
sory Commission and a national Medicaid utili-
zation database with AAP representation to ad-
dress the many child health services payment
issues within the Medicaid program.

15. Encourage states to offer a provider-relations
committee to address reimbursement issues.

16. Explore innovative methods to establish trust
funds to support graduate medical education rel-
evant to the provision of care for Medicaid par-
ticipants and to ensure a qualified pediatric
workforce.

17. Require the federal government to provide reim-
bursement for trained interpreter services for pa-
tients with limited English proficiency to de-
crease errors in medical interpretation and
potential adverse clinical consequences.30

QUALITY-IMPROVEMENT ACTIVITIES
The AAP recommends enhancing state Medicaid

quality-improvement activities for children, includ-
ing those with special health care needs, in collabo-
ration with state AAP chapters.

1. Implement quality-performance measures by
states that address access to care, utilization, ef-
fectiveness, and satisfaction related to preven-
tive, primary, acute, and chronic care for chil-
dren. Such performance measures should be
consistent with current pediatric practice param-
eters of the AAP.

2. Establish appropriate incentives from federal
and state programs so that Medicaid plans and
providers deliver high-quality services.

3. Ensure uniform and consistent EPSDT reporting
with minimal paperwork burden on providers
and a review process and compliance plan that is
conducted by persons specifically trained in and
practicing pediatrics. Educational and nonpuni-
tive programs should be implemented to ensure
effective and uniform EPSDT.

4. Conduct the Consumer Assessment of Health
Plan Survey for a representative sample of chil-
dren enrolled in state Medicaid programs, espe-
cially children with special health care needs,
and the screener for parents of children with
special health care needs. The Agency for
Healthcare Research and Quality (AHRQ) and
the National Committee for Quality Assurance
should include pediatricians in updating the sur-
vey and the Health Employer Data and Informa-
tion System (HEDIS). The AHRQ and other
agencies should include pediatricians in estab-
lishing new quality-performance measures af-
fecting children.

5. Federal and state agencies should work with the
AAP to develop programs to improve the quality
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of pediatric care as well as tools and measures to
monitor changes, especially in the provision of
medical homes for children with special health
care needs.

6. States should update meaningful provider-
assessment and -certification activities, including
peer review, provider credentialing, medical
record reviews, and timely analysis and report-
ing of findings to providers, plans, and benefi-
ciaries.

7. Encourage Medicaid programs to partner with
other state agencies such as Title V offices to
support practice-level improvements in pediatric
care, especially in providing a medical home for
children with special health care needs.

8. States should monitor enrollment patterns and
reasons for enrollment changes to ensure that
managed care organizations do not encourage
“high-cost” persons to switch to other plans and
do not underserve Medicaid beneficiaries.

9. States should implement general administrative-
review processes to ensure that managed care
organizations and behavioral health organiza-
tions are qualified and available.

10. States should provide timely, linguistically ap-
propriate, and meaningful results of quality-re-
lated activities to beneficiaries to facilitate their
participation in health care decision-making.
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WHAT IS A BLOG?

“Blog is short for weblog. Log means ‘diary,’ as in a captain’s log on a ship. Weblog
means a diary of sorts maintained on the Internet by one or more regular contrib-
utors. Usually just one, sometimes two or three, rarely more than three.

The first blog appeared in 1999. Give or take a year.
There are now more than 4,000,000 blogs. Think about that. From 1 to 4,000,000

in five years.
Blogs first got noticed when they invaded the realm of politics and journalism in

a big way. An entire universe of poliblogs sprang up to do commentary on politics
and, necessarily, about media. These blogs raised huge sums of money for candi-
dates [and] changed the contours of citizen political participation.”

Hewitt H. Blog: Understanding the Information Reformation That’s Changing Your World. Nashville, TN:
Thomas Nelson, Inc.; 2005:ix
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