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I. Introduction
Among other aims, the architects of the Patient Protection and Affordable Care Act (ACA) of
2010 envisioned near-universal health coverage nationwide.2 The law created a new Medicaid
eligibility category for adults aged 19–64 with incomes at or below 133 percent of the federal
poverty level (FPL) who are not pregnant, covered by Medicare, or otherwise entitled to
Medicaid.3 States receive an enhanced Federal Medical Assistance Participation (FMAP) rate for
this Medicaid “expansion” population, capping states’ contribution to 10 percent of the costs.
In contrast, Congress designed the ACA’s health insurance Marketplace (Marketplace),
Qualified Health Plan (QHP) requirements, and associated advance premium tax credit and
cost sharing structures to cover people with incomes at or above poverty. Two years later, in
National Federation of Independent Businesses v. Sebelius (2012), the Supreme Court
dramatically undercut the ACA’s structure by enabling states to decide whether to take up
Medicaid expansion.4
Today, thirty-nine states (including DC) have taken action to expand Medicaid.5 In 2019,
expansion covered over 12 million people.6 A myriad of studies show that expansion
strengthens access to health care and improves health outcomes for Black, Indigenous, and
other people of color (BIPOC); lesbian, gay, bisexual, transgender, queer, and gendernonconforming (LGBTQ-GNC) people; pregnant and postpartum people; and people with
chronic health conditions or disabilities.7 Unfortunately, policymakers in twelve states refuse to
expand Medicaid—a discriminatory political choice intertwined with racism in policymaking.8
The result is the Medicaid coverage gap: an estimated 4.4 million people with low incomes—
nearly all of whom live in Southern states and a majority of whom are Black, Latinx, or other
people of color—were uninsured because of non-expansion in 2020.9 These are parents,
people with disabilities or chronic health conditions, LGBTQ-GNC people, and workers with low
incomes. They have been left behind for too long.
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Congressional action to expand coverage for these individuals is an urgent moral,
anti-racist, health equity, reproductive justice, and economic imperative. The
Medicaid coverage gap contributes to racial injustices in public health crises such as the
COVID-19 pandemic, our national Black and Indigenous maternal mortality epidemic, the
Southern HIV epidemic, and more.10 The American Rescue Plan (ARP) Act of 2021 offered
holdout states substantial financial incentives to expand Medicaid. In addition to the ACA’s 90
percent FMAP for the Medicaid expansion population after 2020, under the ARP Act, new
expansion states would receive an additional 2 year, 5-percentage-point FMAP increase for
their non-expansion populations.11 Expanding Medicaid under the ARP would more than pay
for itself: it could increase non-expansion state economies by a total of $350 billion from 2022
to 2025, and create more than one million jobs nationwide.12 The continued inaction of nonexpansion states is fueling momentum for policy proposals to close the Medicaid coverage gap
through federal action, particularly by establishing a federally administered Medicaid program
or fully subsidizing Marketplace coverage in lieu of Medicaid coverage.13
This paper provides foundational principles for equitably solving the Medicaid coverage gap. It
addresses pressing questions about proposals, including:
•

•
•

how and to what extent do they ensure access to Medicaid’s vital comprehensive
benefit, affordability, enrollment, and due process and consumer protections, lest they
create a separate and unequal system of coverage for Black, Latinx, and other people
of color in the South?
how could they affect the stability of the Medicaid entitlement nationwide?
how could they affect federal spending?

The principles aim to empower federal policymakers and advocates with a framework for
developing, evaluating, and responding to proposals, and ensuring an equitable solution.

II. Ensuring Access to Medicaid’s Vital Protections
Our country is well-versed in sustained imbalances in the allocation of power and resources,
from voting rights to health care access, which are rooted in systems of oppression such as
racism and gender-based discrimination. Together, these imbalances manifest in vast health
inequities and social determinants thereof. People with low incomes, particularly BIPOC,
LGBTQ-GNC people, and people with disabilities, often lack health insurance and experience
urgent, persistent, and complex health care conditions.14 They are more likely than people
with higher incomes to have a substantial mix of chronic, behavioral, or acute health
conditions.15 For example, the early Medicaid expansion population in urban Minnesota
experienced high rates of homelessness, substance use, and behavioral health conditions.
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Over 25 percent experienced two or more of these challenges and 10 percent experienced all
three.16 Thirty-seven percent of enrollees were diagnosed with anxiety, mood, or schizophrenic
disorders, and more than 25 percent were diagnosed with substance use disorders. 17 In
addition, many people with disabilities who do not receive Social Security Income (SSI) (a
pathway to Medicaid eligibility in most states) become eligible for Medicaid through Medicaid
expansion. In 2018, over half of nonelderly adults with disabilities did not receive federal
SSI.18 Moreover, a significant portion of the expansion population has chronic health
conditions. For example, in Ohio, over one-quarter (27 percent) of expansion enrollees had at
least one chronic health condition.19
Unlike private health insurance, Medicaid provides a range of benefit, enrollment, affordability,
and due process protections specially designed to meet the expansion population’s complex
needs.20 These protections are critical to the prevention, early diagnosis, and treatment of
health conditions such as diabetes and HIV.21 Any federal coverage gap solution must
guarantee access to Medicaid’s robust protections as the ACA intended. Otherwise,
it could enshrine in federal law a separate and unequal system of health coverage
for millions of Black, Latinx, and other people of color in the South, furthering
structural racism in U.S. health policy.

A. Comprehensive benefit protections
Comprehensive benefits are a defining component of the Medicaid entitlement.
Solving the Medicaid coverage gap solution means ensuring access. States that
expand Medicaid must provide an Alternative Benefit Plan (ABP) to their expansion
population.22 Although states can choose whether to align Medicaid expansion ABPs with the
state’s existing Medicaid State plan benefits or build standalone benefits packages based on a
Medicaid benchmark (such as a public employee or commercial market plan), they have
overwhelmingly chosen the former.23 This trend reflects numerous advantages to states and
enrollees, such as ensuring coverage of comprehensive benefits, minimizing churn and
disruption for people who move between eligibility categories, and reducing administrative
burden.24 Of the thirty-seven states (including the District of Columbia) that had expanded
Medicaid as of August 6, 2018, twenty-five (78 percent) elected to align ABP benefits with
traditional Medicaid benefits under the State plan.25 The ACA also requires that the remainder
provide specified “exempt” populations, such as individuals who qualify as “medically frail,” the
choice of whether to enroll in the state’s approved ABP or a benefit package equivalent to
State plan benefits.26 Large portions of Medicaid expansion populations may be entitled to full
State plan benefits through such an exemption. For example, in 2018, 24 percent of the
expansion population in Indiana (an expansion state that did not align its ABP with its State
plan) identified as medically frail. 27
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State plans cover a variety of services that address complex health needs and are
not traditionally covered by private health plans. There are some 30 mandatory and
optional categories of services for which states can receive federal matching funds. States
have flexibility in which services they cover, but must ensure that each service they cover is
“sufficient in amount, duration, and scope to reasonably achieve its purpose,” and that those
standards are consistent with the objectives of the Medicaid Act.28 Moreover, they cannot
“arbitrarily deny or reduce the amount, duration or scope of a required service . . . to an
otherwise eligible solely because of diagnosis, type of illness or condition.”29
Mandatory services provide a mix of primary and specialty care tailored to the health needs of
people with low incomes.30 For example, state plans must cover home health services, nursing
facility services for enrollees 21 or over, rural health clinic services, Federally-Qualified Health
Center (FQHC) services, and Early and Periodic Screening, Diagnostic, and Treatment
(EPSDT), a comprehensive benefit for enrollees under 21.31 They must also provide nonemergency medical transportation (NEMT), addressing a critical determinant of health care
access that is often out of reach for underserved people with low incomes.32 Additionally, State
plans cover a number of optional services including service delivery reforms that strengthen
behavioral care, chronic health condition management, and primary care integration (e.g.,
Patient Centered Medical Homes, Medicaid Health Homes, Assertive Community Treatment,
and supportive housing services), dental services, and personal care services.33
Regardless of whether or not states align their Medicaid expansion ABPs with their State plans,
they must cover all of the ACA’s Essential Health Benefits (EHB) for the Marketplace plus
additional Medicaid requirements.34 For example, non-aligned expansion ABPs must cover
NEMT, EPSDT, family planning services and supplies, parity in physical and behavioral health
services, and ensure that the expansion population has access to, through coverage or
otherwise, services at FQHCs, rural health clinics, and associated ambulatory services.35 For
most enrollees, Medicaid offers a more comprehensive range of benefits than the Marketplace.
These comprehensive benefits are particularly important for the many people with disabilities
or living with or at risk of chronic health conditions in the expansion population.
If Congress establishes a federally administered Medicaid program to close the coverage gap,
it must ensure that the program covers the full scope of mandatory and “gold standard”
optional Medicaid services (e.g., Assertive Community Treatment, dental, vision, medicationassisted treatment). The Department of Health and Human Services (HHS) can leverage
generations of experience running Medicare, a federal health insurance program that provides
acute, primary, and prescription drug coverage for aging adults and people with disabilities.36
It can also build on its history of financing community-based health care providers who
provide comprehensive care management, cross-sector care coordination, and other health
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services (e.g., Federally Qualified Health Centers).37 A federally administered Medicaid
program could build on HHS’ collective experience and existing relationships to cover and
facilitate access to an appropriate range of benefits. It could also partner with Medicaid
managed care plans, which increasingly incorporate whole-person care models to address
complex health and health-related social needs.38 Ultimately, it may be able to align with
current Medicaid benefit protections more fully than a Marketplace approach.
If Congress instead addresses the Medicaid coverage gap through the Marketplace, it must
require that expansion population QHPs cover both EHBs and State plan benefits. Enrollees
cannot be left with less coverage than they would in Medicaid. Private Marketplace plans do
not traditionally cover Medicaid’s highly distinctive benefits, such as care coordination models
that integrate physical and behavioral health, social, and public health services.
Further, a Marketplace-based solution should avoid wrapped-coverage arrangements, which
undermine access to care. Health care reform experimentation has illustrated that having
multiple forms of distinct health coverage is a risk factor for fragmented and poorly
coordinated care. For example, “premium assistance” models that “wrap” Medicaid coverage
around the Marketplace’s limitations have been ineffective. Instead of directly covering health
services or contracting with a managed care company to do so, states testing this approach
pay QHPs premiums and cost sharing reductions to provide health services to non-exempt
members of the expansion population.39 When QHPs participating in these models do not
include or fully cover services that State Medicaid programs must cover under federal law,
states must step in to provide coverage. In practice, they struggle to implement this
“wrapped” coverage approach effectively. This is much to the detriment of enrollees, who are
left with a confusing patchwork of coverage for various benefits. Enrollees and safety net
providers alike struggle to understand and access services and reimbursement. A similar
dynamic is so problematic for people dually eligible for Medicaid and Medicare that the ACA
established a new coordination office within the U.S. Centers for Medicare and Medicaid
Services (CMS) as well as a multi-state demonstration program to test payment and care
integration models, which have had limited and mixed findings to date.40 This dynamic could
similarly arise in Marketplace-based approaches to closing the Medicaid coverage gap if
Marketplace QHPs do not cover services for which Medicaid requires coverage.

B. Affordability protections
Any coverage gap solution must ensure access to Medicaid’s affordability protections. Decades
of research document the relationship between cost-sharing and access to health care. 41 The
literature overwhelmingly illustrates that heightened copayments hinder low-income
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individuals’ access to health services and prescription drugs, and premiums make it more
difficult for them to enroll in and maintain coverage.42
Accordingly, the Medicaid Act sets out strict limitations on and extensive
protections against cost-sharing. It generally prohibits premiums.43 It allows only nominal
copayments, often $4 maximum, for most routine services. Total cost-sharing and premiums
cannot exceed 5 percent of aggregate household income. Crucially, cost-sharing is not
enforceable for people under the poverty line: providers cannot deny services to enrollees with
incomes below 100 percent of the FPL who cannot afford cost-sharing for a visit.44 Regardless
of income, several population groups and services are exempt from premiums and costsharing.45 Providers can waive or reduce cost-sharing on a case-by-case basis. In addition,
they are prohibited from “balance billing:” a practice of billing enrollees the difference between
the provider’s charge and Medicaid’s payment for covered services. 46 Preserving these
protections, such as unenforceable cost-sharing for people below the FPL who cannot afford to
pay and prohibitions on balance billing, is critical to effectively closing the coverage gap.
Unfortunately, affordability is currently a significant barrier to Marketplace enrollment.47 For
example, premiums do not count toward the out-of-pocket limits and even when cost sharing
reductions are applied, total cost sharing is higher than in Medicaid.48 These affordability
challenges would be even greater for the Medicaid expansion population, for whom even small
cost increases could lead to large coverage failures. To ensure coverage gap enrollees retain
the protections of Medicaid limits on cost-sharing, Congress would have to address issues
including premiums, copayments, deductibles, and balance billing. Additionally, specific
outreach and education would be essential to ensure that individuals browsing the Marketplace
would be shown appropriate plans for coverage gap enrollees as they may not understand
they could access a subsidized plan if they only see “regular” Marketplace plans designed for
higher-income adults. Regular plans would be unaffordable due to premiums and may also
provide inadequate coverage before deductibles are met.

C. Enrollment protections
Medicaid coverage gap proposals must preserve Medicaid’s enrollment protections,
which ensure that eligible people who are navigating emergencies and societal
barriers to health can swiftly enroll in and access critical and often lifesaving
coverage.49 Medicaid provides individuals the right to apply for and enroll in coverage at any
time. Its “point-in-time” eligibility system makes enrollment effective as of the date of
application, even if it is not processed immediately.50 Not only is there no waiting period
before coverage begins, but Medicaid generally provides retroactive eligibility to cover health
care expenses for the three months prior to the month of application, provided that an
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applicant would have been eligible during that period.51 Retroactive coverage ensures that
people with low incomes who may encounter application delays due to hospitalization,
institutionalization, or recovery can receive coverage for that care, avoiding catastrophic
medical debt or bankruptcy.52 It also ensures that health care safety net providers are paid for
the care that they deliver, stabilizing the health care system for all users. 53
The Marketplace’s current enrollment policies are not as responsive to the needs of
the expansion population. Applicants must wait for open enrollment, which happens once a
year, or qualify for a special enrollment period (SEP) based on a narrow set of life changes. 54
Eligible individuals may have to wait one to two months for coverage to begin. People with low
incomes cannot afford to pay out of pocket until their coverage starts, and delaying care often
worsens or leads to tragic health outcomes as well as utilization of costlier health services,
such as hospitalization. If Congress pursues a Marketplace-based Medicaid coverage gap fix, it
will need to reshape the ACA’s Marketplace’s enrollment structure to mirror Medicaid’s
protections. For example, it would need to have year-round enrollment or create a SEP for
expansion enrollees. Otherwise, the people in the Medicaid coverage gap—primarily Black,
Latinx, and other people of color, LGBTQ-GNC people, women, and people with chronic health
conditions or disabilities—will experience severe barriers to care when they need it.

D. Due process and consumer protections
Any proposed solution to the Medicaid coverage gap should guarantee access to Medicaid’s
robust due process and consumer protections. Because applicants and enrollees alike have a
property interest in Medicaid benefits, they have a constitutional right to receive a meaningful
advance notice and a fair hearing if benefits are reduced, denied, or terminated.55 The
Medicaid notice and hearing rights also empower enrollees to challenge unlawful denials of
coverage and care. 56 The state agency’s notice of an adverse action must inform the applicant
or enrollee of the circumstances under which, if they appeal, they can continue to receive
benefits at the previously authorized level pending the outcome. This is critical, as Medicaid
enrollees cannot afford to pay out of pocket during the months or years a case may be
pending.57 Applicants and enrollees must have a reasonable period of time to request a
hearing for adverse actions.58 Medicaid applicants, enrollees, and their representatives also
have important procedural rights for their appeals, such as the rights to a fair hearing before
an impartial decision maker, representation at the hearing, and an expedited fair hearing if the
time otherwise allowed could jeopardize the person’s life, health, or ability to attain, maintain,
or regain maximum function.59 Marketplace policies are often confusing to enrollees, requiring
eligibility appeals to go to the Marketplace and service-related appeals made to QHPs or state
departments of insurance. If Congress uses the Marketplace to address the Medicaid coverage
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gap, it must ensure that enrollees will have the same procedural due process protections that
they would receive if applying for or enrolled in Medicaid.

III. Safeguarding the Medicaid Entitlement
Congress should examine how proposals to close the Medicaid coverage gap could
preserve or destabilize the Medicaid entitlement nationwide. If Congress pursues a
Marketplace approach, it will be politically difficult to prevent some current Medicaid expansion
states from seeking to reverse expansion, even with significant incentives to discourage this
from happening. If this happens, potentially more people would end up in the Marketplace
and, without significant adaptions to incorporate all of Medicaid’s protections, without
coverage designed to meet their complex health needs.
We are also concerned that a Marketplace approach could lay the foundation for a future
Congress to move additional Medicaid population groups to the private health insurance
Marketplace, providing less coverage and protections at a higher cost to taxpayers.60
Ultimately, this approach—particularly if it occurs piecemeal as opposed to a comprehensive
national health reform system—could serve as an incremental step toward dismantling the
Medicaid entitlement altogether.

IV. U.S. Health Care Spending
Among peer high-income countries, the U.S. has the highest health care expenditures and
worst coverage. 61 Currently, subsidized Marketplace coverage is substantially costlier to society
than Medicaid coverage. A study published in JAMA Network Open earlier this year found that
overall health care spending was 80 percent higher among Marketplace-eligible adults than
among Medicaid eligible adults.62 This cost difference has been a key consideration in federal
health care reform design. It led the ACA’s architects to cover low-income people up to 133
percent FPL through Medicaid rather than subsidized Marketplace coverage. 63
Today, this means that expanding subsidized Marketplace coverage to the millions of people in
the coverage gap would be costlier than Medicaid coverage. Assuming Medicaid’s cost
protections will be incorporated in any coverage gap solution to protect individuals from higher
costs, the overall costs of a coverage gap solution will be higher if the Marketplace is used.
The federal government would pay 100 percent of the care (absent individuals’ contributions)
rather than the state contributing 10 percent. Moreover, given concerns about backsliding in
states that have already expanded, the federal government’s total spending on such a solution
may reach beyond the current non-expansion states, either through incentive payments to
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keep states from reversing expansion or by enrolling more people in Marketplace coverage.
Although a cost estimate for a federally administered Medicaid program is unavailable at the
time of this writing, research suggests that such a program could have lower expenditures if it
is designed in a way that reduces administrative complexity. 64

V. Conclusion
The principles in this paper provide a framework for creating an equitable solution to the
Medicaid coverage gap. The millions of people in the coverage gap—largely Black, Latinx, and
other people of color in the South, and disproportionately LGBTQ-GNC people, women, people
with chronic health conditions or disabilities, and people who live at the intersections of
multiple identities—already bear the brunt of oppressive systems that drive vast health
inequities. They deserve equitable access to comprehensive health coverage and tailored
protections to match. The ACA intended to cover them through Medicaid because it is
designed to comprehensively meet their complex needs. Any coverage gap proposal—be it
a federally administered Medicaid program or reshaped Marketplace coverage—
must effectively ensure access to Medicaid’s robust protections. Otherwise, a
coverage gap “fix” will create a system of separate and unequal health coverage for people in
the gap, perpetuating racial and other injustices in health and creating a new coverage gap.
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