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Introduction
During the open enrollment period for the 2018 plan year, approximately 11.8 million people enrolled in marketplace 
coverage and 74 million people enrolled in Medicaid, bringing the United States’ uninsured rate to 12.2¹. States continue 
to identify and pursue strategies to further reduce the numbers of uninsured, to make coverage more affordable for 
consumers and to improve access to care. In the absence of federal legislation to stabilize the individual market, states 
are seeking options to strengthen their marketplaces and maintain coverage gains.

In recent months, several proposals have been introduced at both the federal and state levels that would permit people 
above Medicaid eligibility levels to “buy in” to Medicaid or would leverage the Medicaid program to strengthen coverage 
across the individual market and Medicaid. These state initiatives include the following (see Appendix for more detail):

›› Massachusetts’ proposal, which passed the state Senate in November 2017 and may be introduced in the House, 
would give the state the option to offer a tailored Medicaid product, including to participating employers of Medicaid-
eligible individuals, and to expand affordable coverage options for consumers.² Additionally, the state’s fiscal year 
(FY) 2018 budget includes a provision that requires the Health Connector to undertake a study on the feasibility of 
establishing a small employer premium sharing plan for the coverage of nondisabled, non-elderly adults with incomes 
below 138 percent of the federal poverty level (FPL) and their dependents eligible for participation in the Medicaid 
program.³ 

›› Minnesota legislators have reintroduced legislation to allow individuals with incomes above 201 percent of the FPL—that 
is, above the eligibility level for MinnesotaCare, the state’s Basic Health Plan (BHP)—to purchase a MinnesotaCare-like 
product on the marketplace, to expand affordable options for consumers.⁴

›› New Mexico’s legislature authorized a study on the implications of a Medicaid buy-in proposal intended to lower health 
care costs and expand affordable coverage to residents, including those earning less than 200 percent of the FPL 
following the passage of legislation in February 2018.⁵ 

In addition to these states’ efforts, other states are in the early stages of debating such initiatives. States may consider 
leveraging other state health coverage programs, like public employee benefit plans, as vehicles for a buy-in program that 
advances state goals. This paper focuses on Medicaid buy-in proposals.

For purposes of this paper, we define Medicaid buy-in as a state proposal to provide health care coverage to individuals 
with incomes above the current Medicaid eligibility level by leveraging Medicaid in some way—such as using the Medicaid 
provider network, reimbursement, the Medicaid infrastructure and/or Medicaid-like benefits—to offer a more affordable 
or accessible coverage option in the state. A state has flexibility in designing a Medicaid buy-in proposal, making 
policy decisions across a range of key program features—like provider network, reimbursement rates and the role of 
private plans—to create a program that resembles a Medicaid benefit, a marketplace product or a hybrid of the two. 
State decisions related to Medicaid buy-in program design will depend on the policy goals for the program and market 
considerations.

This issue brief describes the central considerations that a state must take into account when developing a Medicaid 
buy-in proposal, including its primary policy goals. These considerations will influence the product design a state will want 
to pursue. We also discuss the primary models for state-administered Medicaid buy-in proposals, and the administrative 
considerations and authorities needed for each model. Finally, for those models that will require approval of a state 
innovation waiver under Section 1332 of the Affordable Care Act (ACA), we examine Section 1332 deficit neutrality and 
pass-through funding implications that states will want to consider as they craft their buy-in proposals.
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State Goals for Medicaid Buy-In and Impact on Product Design
States considering a Medicaid buy-in may have a range of goals, some of which might be in conflict with others.

›› Access and Competition. A state may be focused on improving marketplace coverage within its current structure, 
for example, ensuring that there are no bare counties, or those without an offering issuer. In the past few years, several 
states have been at risk for having no qualified health plan (QHP) available within certain counties, which would mean 
consumers in that county would not have access to premium tax credits to help cover the costs of purchasing a plan.⁶  
During the 2018 plan year, there were 40 counties that were at risk for having no QHP, although by open enrollment, 
all counties had at least one QHP available to consumers.⁷ Another related goal might be to ensure consumers have 
a choice of multiple QHPs in counties throughout a state, in which case a state might consider a buy-in to increase 
competition in the marketplace.

›› Affordability. States might be focused on improving premium affordability in the marketplace, particularly for those 
consumers with incomes above 400 percent of the FPL or those without access to premium tax credits. As average 
premiums rise, the premium tax credit level adjusts and mitigates the impact on those with subsidized coverage. Thus, 
rising premiums disproportionately affect those with incomes above 400 percent of the FPL who pay the entire premium 
themselves.⁸ Some states are focused on the buy-in as a tool to make premiums more affordable for unsubsidized 
individuals and families in the individual or small group market, who bear the full brunt of rising premiums. Other states 
may view the buy-in as a way to lower deductibles and other cost-sharing for services for those enrolled in QHPs—many 
states are grappling with this affordability issue. In 2018, the average silver plan deductible is $3,937.⁹ Finally, some 
states may consider using a buy-in to offer additional benefits beyond essential health benefits on a more affordable 
basis, such as adult dental.

›› Market Alignment. States may view a buy-in as a method to strengthen alignment between Medicaid and marketplace 
coverage by ensuring that the same (or partnering) issuers, plans and provider networks are offered in Medicaid and 
the marketplace as individuals transition between coverage programs. Aligning marketplace and Medicaid products 
enhances the consumer’s experience by enabling access to and continuity of coverage, and can advance state priorities 
in population health, coverage and care management for high-cost populations, as well as payment reforms that pay 
providers for value rather than volume of services. Continuity of coverage over time, particularly within the same plan, is 
essential to advancing state goals related to population health and value-based payment reform. 

›› Single-Payer Glide Path. Finally, as the single-payer discussion is revived at the federal and state levels, some state 
policymakers may see the buy-in as an alternative to single payer or as an incremental step to achieving a single-payer 
system. 

As noted above, some of these goals may conflict. For example, states might want a buy-in product to increase 
competition in the short term and provide a glide path to a single-payer system in the longer term. Additionally, it may 
be challenging for states to design a Medicaid buy-in product that meets multiple goals even when goals do not directly 
conflict with one another, such as providing increased competition and increased affordability without increasing cost 
to the state. For example, a state may want both increased competition and better affordability, but a more affordable 
option might lead to less competition, depending on insurer behavior. As a result, states that are motivated to address 
multiple problems will need to prioritize their goals to ensure that their design decisions for their buy-in program 
proposals support and advance their highest priority goals. State policymakers seeking to advance a Medicaid buy-
in also will need to understand and account for divergent perspectives of stakeholders (e.g., advocates, insurers, 
providers) who may have different motivations and goals for Medicaid buy-in, or may oppose it altogether.
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Models for Buy-In Proposals
States may choose one of two primary models for their Medicaid buy-in design depending on a variety of factors, 
including but not limited to their program goals, expediency and appetite for obtaining a 1332 waiver. 

Model 1: State-Sponsored Product on the Marketplace

Under this model, the state would leverage its Medicaid program infrastructure and purchasing power to create a state-
sponsored public coverage alternative that meets QHP standards and is offered through the marketplace alongside 
other QHPs. Under this option, the state would contract with its Medicaid managed care organizations (MCOs) to 
provide the product. Notably, states that contract directly with accountable care organizations (ACOs) to serve the 
Medicaid population (like 
Massachusetts and Minnesota) 
could allow consumers to 
purchase ACO-based products 
through a buy-in, but such 
an arrangement would likely 
require 1332 waiver authority as 
ACOs are not typically licensed 
insurers/plans. The state may 
set provider rates, although the 
rates would need to be at a level 
that permitted the plan to meet 
network adequacy requirements. 
For example, the state could 
determine that the rates for 
the buy-in product should be 
consistent with Medicaid rates, 
set at a rate between Medicaid and QHP provider rates, or consistent with Medicare rates, depending on what is 
feasible to ensure adequate provider participation.

The state-sponsored buy-in product would generally be designed to meet marketplace standards and qualify for 
advance premium tax credits (APTCs). Eligibility for this product would be the same as eligibility for marketplace 
coverage—everyone could purchase coverage on their own, and individuals between 100 percent and 400 percent of 
the FPL would use tax credits for premiums if they meet other eligibility criteria, such as no “affordable” (as defined by 
the ACA) employer-sponsored coverage offered. (Though as we discuss later, the state could make design decisions in 
this model that would necessitate a 1332 waiver.) Premiums would be established by the value of the coverage, 
consistent with ACA rating rules and state regulations. This coverage would participate in the individual market single-
risk pool and risk adjustment, so that individual market enrollees not in the buy-in will benefit from the stabilizing effect 
of having more participants in the individual market. States that are pursuing a Medicaid buy-in to address bare 
counties could limit this offering to certain counties. If there were no MCOs able to offer statewide coverage, the state 
could contract with multiple MCOs to ensure that a buy-in offering would be available statewide. Minnesota’s 
MinnesotaCare buy-in proposal is an example of the state-sponsored product model.

Operational Considerations and Implementation Authority
It is possible to structure the state-sponsored product buy-in option without the need for 1332 waiver authority, 
which states might want to seriously consider given the administrative burden of applying for a 1332 waiver and the 
uncertainty of approval. Meeting requirements under waivers necessitates a longer implementation process than 
if a state implements policies under its own authority, and is conditioned on federal approval. Importantly, 1332 

M E D I C A I D  B U Y - I N :  S TAT E  O P T I O N S ,  D E S I G N  CO N S I D E R AT I O N S  
A N D  S E C  T I O N  1332  WA I V E R  I M P L I C  AT I O N S

Marketplace

Plan A

Plan B

Medicaid Buy-InIndividuals who qualify for tax 
credits can use them toward the 
purchase of the Medicaid buy-in

Shops & Compares 
Marketplace Plans

Model 1: State-Sponsored Product on the Marketplace
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waiver approval is not guaranteed, as an administration retains discretion to deny a 1332 waiver even if all statutory 
requirements are met.¹⁰ Because premium tax credits can be paid only to QHPs, the state’s plan would need to meet 
all the requirements necessary to be certified as a QHP in order to avoid the need for a 1332 waiver. Notably, the state 
could impose stricter standards in its state-sponsored buy-in product, provided those standards do not conflict with the 
federal QHP requirements (e.g., require the plans to offer all metal tier options rather than just the gold and silver options 
required of all QHP issuers).

States that do not want to contract with an issuer to offer the buy-in product (i.e. the state seeks to “stand in the shoes 
of the issuer” to offer the product), or that want to receive the tax credits directly to fund the buy-in (similar to how the 
BHP is administered) likely need to obtain a waiver to do so. However, since the ACA requirement is for a QHP to be 
offered by a state-licensed issuer, it may be possible to structure the buy-in in such a way that the state insurance 
commissioner is content to deem the state-offered plan as a QHP.¹¹  

A state that seeks to offer a product that is not individual health insurance coverage offered by a state-licensed health 
insurance issuer (such as an arrangement where federal premium tax credits are paid directly to the state, which uses 
them for a state-administered health coverage program) may confront additional complexities. For example, the federal 
risk adjustment program transfers funds from health insurance issuers in the individual market with lower-risk enrollees 
to those with higher-risk enrollees. But as such programs are administered by the U.S. Department of Health and 
Human Services (HHS) in all states today, risk adjustment is available only to state-licensed health insurance issuers in 
the individual market. Under the ACA, states may choose to run their own risk adjustment program for the individual 
market without a waiver, and a state doing so might have the flexibility to expand the scope of the program to include 

›› Section 1332 of the ACA permits states to apply for a State Innovation Waiver to pursue strategies for providing 
residents with access to high-quality, affordable health insurance as an alternative (in whole or in part) to 
standard marketplace coverage.

›› States can apply for waivers of selected marketplace requirements, including those governing essential health 
benefits and tax credits (but not rating requirements or guaranteed issue), if they stay within four guardrails to 
retain the basic protections of the ACA. Coverage provided under a 1332 waiver must: 

1.	 Be at least as comprehensive as coverage provided absent the waiver;

2.	 Provide coverage and cost-sharing protections so that coverage is at least as affordable as coverage 
absent a waiver;

3.	 Provide coverage to a number of residents of the state comparable to the number of residents that would   
be provided coverage absent a waiver; and 

4.	 Not increase the federal deficit.

›› If a state’s 1332 waiver proposal reduced federal spending on marketplace subsidies, the state could receive 
“pass-through” funding in the amount of the net savings to the federal government. For example, in the three 
states with approved reinsurance waivers (Alaska, Minnesota and Oregon), the states reap the federal savings 
for their policies that reduce premiums, which in turn lowers tax credits and thus federal expenditures. In 
addition to working within the confines of existing marketplace coverage (e.g., through reinsurance), states can 
also use 1332 waiver pass-through funding to provide coverage that differs from the ACA structure.

Section 1332 Waivers
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coverage that is not offered by a state-licensed health 
insurance issuer. However, establishing a risk adjustment 
program is a significant undertaking, and it might be more 
feasible for a state to offer the buy-in program through state-
licensed health insurance issuers only, rather than creating 
a program that would operate outside of risk adjustment or 
taking on administering risk adjustment. States that want 
to vary some of the requirements for QHPs, changing cost-
sharing requirements (i.e., changing metal levels), would also 
need a 1332 waiver to do so.

A final operational consideration is that this strategy requires 
close collaboration of the state Medicaid and insurance 
agencies, with the Medicaid agency likely in the role of 
designing and procuring a state-sponsored buy-in that will be 
a QHP, and the insurance agency in the role of licensing, certifying and regulating the plan, as a QHP must be a state-
licensed issuer.¹²

Model 2: Medicaid Buy-In Outside of the Marketplace

Under this model, the state would make a Medicaid-like benefit available to consumers whose incomes are higher than 
the Medicaid eligibility level, separate from, and outside of, the single risk pool that includes all ACA-compliant individual 
market plans both on and off the marketplace. Benefits in this buy-in model would be similar to Medicaid, but with 
premiums and cost-sharing set by the state. The program would presumably be structured in a way to allow consumers 
to use their APTCs to purchase 
the buy-in product. A state 
could design this product as an 
extension of an existing Medicaid 
buy-in program, or craft a new 
buy-in product designed to meet 
state goals. Because this product 
is outside of the individual 
market risk pool, it would not 
be considered individual health 
insurance coverage, thus it 
would not be subject to private 
insurance rating requirements. 
The eligibility level for the buy-in 
would be above current Medicaid 
eligibility levels, and could mirror 
marketplace eligibility, as under 
Model 1; states could also restrict 
eligibility for this buy-in product, 
for reasons described below.

Operational Considerations and Implementation Authority

A major consideration related to this option is its effect on marketplace coverage. If the Medicaid buy-in is an 
alternative to marketplace coverage that consumers can choose in lieu of enrolling in a subsidized QHP, states will 
need to consider its impact on risk selection and whether to implement tools to address that impact. For example, if 

Some states may wish to consider variations on 
the program rules and cost structures that apply 
to the Medicaid buy-in to be more generous than 
QHP rules and closer to Medicaid rules. This 
might include a “wrap” on benefits or cost-sharing 
to make the Medicaid buy-in slightly richer. This 
scenario would require a Section 1115 waiver 
if the state seeks to use Medicaid funding with 
federal financial participation (FFP). Notably, the 
availability of this type of product could cause risk 
segmentation in the marketplace.

Marketplace

Plan A

Plan B

Medicaid Buy-In
Individuals who qualify for tax 
credits can use them toward the 
purchase of the Medicaid buy-in

Shops & Compares 
Marketplace Plans and 
Medicaid Buy-In Plans

Model 2: Medicaid Buy-In Outside of the Marketplace
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this product is open to everyone eligible for marketplace coverage and a significant number of individuals leave the 
marketplace to purchase it because the coverage is less expensive or more generous, such a result could destabilize 
the marketplace. Lower enrollment in the marketplace might lead to lower participation by insurers and/or increased 
marketplace premiums for remaining individuals who do not opt for the Medicaid buy-in. This might be the desired 
result if the state’s goal is to move toward a single-payer approach. However, if a state seeks to avoid this result, it 
might decide to limit the buy-in option to certain populations (e.g., by income, geography or specific health conditions) 
to address risk selection and/or to limit costs. If the state restricts enrollment on these or other bases, it is possible 
that the buy-in could help the marketplace by serving as a type of high-risk pool, lowering individual market premiums 
overall and making the marketplace more attractive to issuers.

This option most certainly requires a 1332 waiver if the state seeks to allow individuals to use premium tax credits to 
purchase the buy-in product, because this product would not be a QHP. Because this coverage is not individual market 
insurance,¹³ states could restrict enrollment (e.g., establish an enrollment ceiling, limit eligibility). Since the state would 
be pursuing a 1332 waiver, it also would need to make sure that consumers staying in the marketplace were not worse 
off as a result of the waiver, consistent with the four guardrails for 1332 waivers.  

1332 Waiver Deficit Neutrality and Pass-Through Funding
As discussed above, a state can create a Medicaid buy-in product without obtaining a 1332 waiver if the product meets 
all the standards under the ACA. However, a state must seek a 1332 waiver if aspects of its Medicaid buy-in design do 
not comply with certain marketplace requirements (e.g., essential health benefits, QHP requirements or restrictions on 
enrollment that differ from marketplace coverage). Additionally, a state would need to seek a waiver to use federal pass-
through funds (i.e., federal savings that result from a reduction in marketplace subsidy payments, adjusted downward 
as needed to maintain deficit neutrality) for coverage outside of the marketplace as in Model 2.¹⁴ 

Regardless of the goals of a state’s 1332 waiver, federal savings and associated pass-through funds may be generated 
from policy and/or coverage changes made under the waiver, and a state may consider repurposing these savings as 
part of a more comprehensive reform package. There are several ways in which a buy-in might achieve savings for the 
federal government:

›› A Medicaid buy-in on the marketplace with a lower-premium plan could reduce the benchmark for tax credit subsidies 
and therefore reduce federal costs (Model 1), which the state could receive as pass-through funding under a 1332 
waiver and use for other purposes.

›› A Medicaid buy-in outside the marketplace (Model 2) would generate federal savings and therefore pass-through 
funds by reducing the number of individuals receiving tax credit subsidies in the marketplace. The ultimate amount 
of pass-through funding would depend on the risk profile of those who enroll in the buy-in, due to the impact 
on average premiums for those who remain in the marketplace.¹⁵ For any given population of buy-in enrollees, if 
the state is able to provide buy-in coverage at a lower cost (e.g., through lower provider payment rates) than the 
amount of pass-through funding provided, it could use the savings for other purposes.

In order to obtain a 1332 waiver, a state must demonstrate deficit neutrality, which means that the waiver will not 
increase the federal deficit.¹⁶ As part of its deficit neutrality evaluation, the Department of Treasury will weigh the federal 
savings from any reductions in tax credits against any increase in federal spending (e.g., due to higher marketplace 
utilization and/or enrollment) or any decrease in federal revenues (e.g., lower user fees paid to the federally facilitated 
marketplace) that would result from a Medicaid buy-in compared with the status quo. 

The level of pass-through funding that a state might receive to support a buy-in will vary considerably depending on the 
structure of whether the plan is inside or outside of the marketplace, as will the risks to the state.
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Pass-Through Calculation in Model 1
Under the first model, where the state is offering a product on the marketplace and tax credits are used within the 
marketplace, APTC funding flows directly to the buy-in plan. Assuming that a state-sponsored product under an 
approved waiver would lower the benchmark premium, the state would separately receive pass-through funding in the 
amount of APTC savings to the federal government due to the waiver, with a reduction in the pass-through amount 
as needed to maintain deficit neutrality. For example, if the state had additional affordability provisions (e.g., lower 
deductibles) in its waiver proposal, the Centers for Medicare & Medicaid Services (CMS) and the Department of the 
Treasury would consider whether these provisions would increase enrollment or utilization compared with current law. 
These assumptions would impact the value of the pass-through funding. Under this model, the state is at risk for claims 
costs exceeding revenues from APTC and enrollee premium payments (as with any other carrier on the marketplace), 
but could use its pass-through funding to address any shortfalls.

Pass-Through Calculation in Model 2
Under the second model, where the state is offering a product outside of the marketplace, tax credit dollars would be 
used outside of the marketplace to purchase Medicaid-like coverage. By establishing a program outside of the 
construct of the ACA, the state is repurposing a portion of tax credits rather than making a policy change that 
influences tax credit spending but leaves the ACA structure largely intact. Thus, the state would receive a pass-through 
amount that includes a global payment for the tax credits that would otherwise have been paid for by buy-in enrollees, 
as well as any APTC savings to the marketplace due to the state’s waiver. As with Model 1, the pass-through amount 
would be reduced for deficit neutrality as needed. Because the state’s pass-through funding would be akin to a block 
grant, it would be at-risk if enrollment were higher than expected or if buy-in enrollees were a higher-cost pool than 
expected. 

Conclusion
States have substantial flexibility in designing a Medicaid buy-in product to achieve their goals with respect to 
marketplace access and competition, insurance premium and cost-sharing affordability, and alignment across 
Medicaid and individual insurance market coverage. State decisions with respect to whether Medicaid buy-in is the 
optimal vehicle to pursue these goals, and the “best fit” among buy-in models, will be driven by a prioritization of policy 
goals, a state’s appetite for pursuing a 1332 waiver, and consideration of the buy-in’s implications for the marketplace 
overall. States’ decisions to pursue Medicaid buy-in, and the specific design of the program, also will be influenced by 
opportunity for pass-through savings under a 1332 waiver, and whether a state needs to repurpose those savings as 
part of the buy-in approach or for a broader health reform initiative that may be the subject of a 1332 waiver. As states 
grapple with an ever-evolving federal regulatory landscape impacting marketplace stabilization, Medicaid buy-in may 
emerge, in some states, as a viable solution in their efforts to achieve sustainable and stable insurance options for their 
residents.

The authors wish to acknowledge Massachusetts and Minnesota officials for sharing their insights and feedback on this 
issue brief. 
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Appendix: Additional Detail on State Initiatives

Jurisdiction Legislation

Federal/Hawaii

S. 2001/H.R. 4129¹⁷ 

State Public Option Act (“Schatz/Lujan Bill”)

»» Introduced in the Senate and House on October 25, 2017; no further action since

»» Creates an optional eligibility group for residents who are not concurrently enrolled in other coverage

»» Medicaid buy-in is designated as a QHP and treated as the second-lowest-cost silver plan; premiums for buy-in coverage are             
eligible for APTCs

Massachusetts

S. 2211, Section 157¹⁸

»» Passed Senate on November 9, 2017: House may take up the bill for debate in 2018

»» Goal to improve affordability, including for individuals with access to employer sponsored insurance 

»» Available to all individuals, including people who are Medicaid eligible whose employers participate

»» Financed with APTCs, CSRs, existing state subsidies, employer contributions for those employers that buy in, consumer cost-sharing

»» Any optional expanded plan offered to an employer shall require the employer to pay no less than 50% of the projected cost of coverage

»» Requires Office of Medicaid to report on October 1, 2018 as to whether or not an expanded plan will be implemented

Minnesota

›› Legislation reintroduced in April 2018.¹⁹

›› Goal to address the lack of affordable options available in the individual market in Minnesota

›› Available to individuals with income above 201% of the FPL (i.e., above BHP eligibility) who are determined eligible for enrollment in a QHP 
with or without APTCs/CSRs

›› Permits individuals who are eligible for APTCs and CSRs to use those subsidies to purchase the MinnesotaCare buy-in option

›› No state subsidy for buy-in

Nevada

A.B. 374²⁰

»» Vetoed by governor in June 2017; workgroup formed to review option

»» Available to people who are otherwise ineligible for Medicaid

»» Permits individuals who are eligible for APTCs and CSRs to use those subsidies to purchase coverage from the Nevada Care Plan
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