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These words, spoken by President Obama at the bill signing ceremony for the bipartisan reauthorization of the 

Children’s Health Insurance Program (CHIP), reflect the American public’s belief that children’s health 

coverage deserves special consideration.  Americans overwhelmingly recognize that children have unique 

health care needs and that, as nation, we have a special or moral responsibility to ensure their needs are met.1  

 

Moreover, the American public believes children’s health coverage is a common-sense proposition that is cost-

effective and may reap benefits that last a lifetime.2  Health outcomes research backs up the public’s 

perception.3  In fact, after a thorough review of the research on outcomes for children with and without health 

coverage, the James A. Baker Institute of Public Policy at Rice University concludes, “Studies indicate that 

lack of health insurance coverage for children leads to poorer health in childhood, greater rates of avoidable 

hospitalizations, and higher childhood mortality.”4 

 

There is also growing evidence that society reaps a long-term economic benefit from providing health coverage 

to children.  Upon reviewing all of the published research on the impact of having healthier children over a 

lifetime, the Baker Institute finds, “… that providing health insurance to all children in America will yield 

substantial economic benefits...  Providing uninsured children with coverage will lead to higher quality health 

care for these children, which will significantly improve their productivity as adults.  The cost of health 

insurance for children will be offset by the increased value of additional life years and improved health-related 

quality of life gained from improved health care.”5  In other words, early preventive health care efforts now 

save money in the long run and help make sure that children reach their full potential as healthy and 

productive adults. 

 

Since its inception in 1997, CHIP has served a critical role, in conjunction with Medicaid, to successfully 

achieve the goal of providing our nation’s children with a safety net of health coverage that has dramatically 

reduced the rate of uninsured children over time.  According to the U.S. Census Bureau, the number of 

uninsured children in this nation dropped to 7.3 million in 2008, less than 10% of our nation’s children.  This 

is the lowest rate in 20 years, despite the fact that the poverty rate for children almost increased by one million 

between 2007 and 2008.  Together, Medicaid and CHIP have worked well to protect and improve coverage 

for children despite the recession. This success stands in sharp contrast to the large increase in both the poverty 

rate and the uninsured rate among adults over the same timeframe, due to the lack of a solid safety net of 

coverage for parents and childless adults.6 

 

The American people recognize that CHIP is a success story.  According to a Lake Research Partners poll on 

the eve of the election in 2008, American voters expressed their overwhelming support for the renewal of 

CHIP by an 82-10% margin. 7 

I refuse to accept that millions of our kids fail to reach their full potential because we fail to meet their basic 

needs. In a decent society, there are certain obligations that are not subject to tradeoffs or negotiation - health 

care for our children is one of those obligations.    
                                                                     
                                                                                          – President Barack Obama on February 4, 2009 
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As the recession worsened earlier this year, many suggested that states would roll back coverage in Medicaid 

and CHIP due to severe state budget deficits. However, state governors and legislatures responded instead to 

protect and improve CHIP.  The Georgetown Center for Children and Families found that 23 states 

“implemented changes or enacted legislation to increase the number of children and families receiving health 

coverage through Medicaid and CHIP” and all other states except three “held steady on children’s health 

coverage, despite unprecedented state fiscal challenges.”8 

 

Further, the CHIP reauthorization that President Obama signed into law in February provides increased 

funding for outreach and enrollment of eligible but unenrolled children, incentives for states to expand 

coverage to low-income children in both Medicaid and CHIP, and enrollment simplification measures.  As a 

result, it is estimated that 14.1 million children and pregnant women will be enrolled in CHIP at some point 

in 2013 and that the insured rate for children will climb to over 95%. This point is very close to the goal of 

ensuring that all children in this country are covered.9 

 

Among the more than two dozen states that have already moved forward to protect and improve CHIP, 

Oregon passed sweeping legislation in the face of a budget crisis to improve children’s health coverage.  In 

signing the legislation, Governor Kulongoski stressed that the legislation would improve not only the health 

but also the education of children and said that “we will all benefit from it.”  When asked if he had any advice 

for the President regarding health reform, the Governor added, "I would tell him, start with children. Make 

sure every child in this country has access to health care...."10 

 

 

Children in Health ReformChildren in Health ReformChildren in Health ReformChildren in Health Reform    

 

As the health debate moves forward, there’s been a lot of discussion about stakeholders, and possible 

winners and losers.  The insurers?  The hospitals?  The drug companies?  But there’s one group of 

stakeholders who no one seems to be talking about, even though for them and for all of us the stakes are 

the highest: America’s children.11   

– Tom Daschle and John C. Danforth, Boston Globe, Sept. 7, 2009 

 

As attention turned to national health reform, public polling confirmed that the American people would, in 

tandem with controlling costs, desire that the goal for all children to have health coverage remain a top 

priority.12  Due to the success of CHIP, and because of the program’s reauthorization in February, our nation is 

very close to achieving this goal, especially as the legislation is fully implemented in 2013.  As Genevieve 

Kenney and Stan Dorn at the Urban Institute note, “Health care reform has the potential to greatly reduce 

uninsurance, thereby increasing access to care and the health and well-being of low-income children and their 

parents.  But children have much less to gain than adults from coverage expansions since uninsurance is much 

less common among children and the majority of uninsured children already quality for coverage.”13 

Unfortunately, as is often the case in policy debates not specific to children, the unique needs of younger 

Americans are often neglected or become an afterthought.  When Massachusetts passed its comprehensive 

health care reform bill implementing Commonwealth Care in 2006, a Boston Globe analysis found that the 

Legislature had not applied the program’s individual mandate to children by omission. 14 
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Three years later, former Senators Tom Daschle and John Danforth found that children were a forgotten point 

of the policy discussion with respect to health reform at the federal level.  While the benefits of health system 

reform could be great, the two Senators cautioned policymakers to pay attention to the unique health care 

needs of children by adding, “[O]ne thing that is clear is that unless Congress makes children's health care 

affordable, comprehensive, and simple, children will be the big losers in the health care debate.”15 

 

In light of President Obama’s commitment, expressed in his remarks to a joint session of Congress “to build 

on what works and fix what doesn’t, rather than try to build an entirely new system from scratch,”16 the 

children’s community was hopeful that health reform would present an opportunity to build on the success of 

CHIP.  Ultimately, versions of proposed legislation in the House and Senate called for the elimination of 

CHIP and would, instead, move millions of children to an entirely new and untested system of coverage 

through health insurance exchange plans. 

 

Children have much to gain in health reform through the enactment of various provisions, including the 

elimination of pre-existing condition exclusions and lifetime caps on insurance coverage as well as an increased 

emphasis on public health and prevention measures to help combat problems such as dental care and 

childhood obesity.  However, progress on issues related to insurance coverage is made difficult by the fact that 

the uninsured rate among adults under age 65 is twice that of children because adults have no comparable 

program to CHIP.  To address this problem for adults, leading bills before the Congress would expand 

Medicaid to between 100% and 150% of the federal poverty level (FPL).  Coverage above that level would be 

obtained or made available either through employer coverage or health insurance exchanges.  Consequently, 

health reform brings the possibility of dramatically reducing the uninsured rate for adults. 

 

For children, this question is more complicated, remains open to debate and is largely dependent on how 

Congress addresses coverage for children between 100-300% of poverty – 14 million of whom are expected to 

be enrolled through CHIP in 2013.  To improve the health status of children, the real question is whether we 

should “build upon what works,” as the President has committed, and keep CHIP, or move children into the 

insurance exchanges along with adults. 

 

In a letter to Congress, children’s advocates urged federal policymakers to “do no harm to children” by making 

a commitment to the principle that “[h]ealth reform should not turn back the clock on the progress our nation 

has achieved for children’s health coverage...Before moving children out of these successful programs, Congress 

should ensure that children will receive comparable or better benefits, cost-sharing protections, and access to 

care under any new program.  Congress must ensure that children do not lose the benefits and cost-sharing 

protections they already have under Medicaid and CHIP.”17 

 

As the Urban Institute noted, “…proposals to move children from Medicaid and CHIP into a new health 

insurance exchange could make these children worse off through the potential loss of benefits and legal 

protections and possible exposure to higher cost-sharing…” (emphasis added).18 
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Seeking What Parents Want: The Best for ChildrenSeeking What Parents Want: The Best for ChildrenSeeking What Parents Want: The Best for ChildrenSeeking What Parents Want: The Best for Children    

 

Although some have suggested that the national policy debate is one between the status quo and CHIP versus 

health reform and the development of health insurance exchanges to provide coverage to adults, this wrongly 

implies that CHIP somehow needs to be repealed as part of health reform in order to achieve the “greater 

good” for adults.  In fact, such an option poses a fallacy of choice, as the Congress could increase coverage for 

adults through the combination of a Medicaid expansion and coverage through insurance exchanges, and yet 

maintain and build upon CHIP with exchange coverage at higher income levels for children.  In short, there is 

no need to repeal CHIP, as some have implied, in order to provide more adults with health coverage.  

 

Moreover, parents reject the premise that children somehow need to fare worse in order for them to do better.  

And, even if they had to make such a false choice, parents would likely choose what is best for their children. 

 

According to a national survey by Lake Research Partners, parents rank “covering all children” as their highest 

priority in health reform.19  If someone should fare worse, parents reject the notion that it should somehow be 

children.  Instead, for most parents, their top wish is to provide what is best for their child or children.  For 

millions of children in this country whose parents earn an income too high to receive Medicaid coverage but 

too low to afford health insurance, CHIP has provided that protection up to this point.  When Congress began 

its work to reauthorize CHIP in 2007, Finance Committee Chairman Max Baucus said, “We have to 

strengthen, not abandon, our commitment to America’s children.”20 

 

Meanwhile, as part of health reform, there are two primary pathways being considered at present to achieve 

that goal.  First, policymakers could “build upon what has worked” for children by extending and improving 

both Medicaid and CHIP.  Senator John D. Rockefeller IV (D-WV) offered a proposal during the Senate 

Finance Committee markup that would expand CHIP coverage to 300% of poverty, improve Express Lane 

Eligibility enrollment for millions of children who are eligible but not enrolled in Medicaid and CHIP, 

provide for 12-month continuous eligibility in Medicaid and CHIP, and allocate funding for outreach and 

enrollment for children.  As Senator Rockefeller said, “If we are going to promise people that, if they like their 

insurance they can keep it, that guarantee must apply to everyone, including children.”21  Senator Orrin Hatch 

(R-UT) has argued that CHIP is itself a model for health reform.22 

 

Short of this more comprehensive amendment, Rockefeller successfully offered a fallback amendment in the 

Senate Finance Committee, which passed by a vote of 14-9.  The measure prevents CHIP from being repealed 

at the end of 2013, but would require Congress to take up its reauthorization before the end of 2013 to fully 

fund the program through 2019. 

 

In contrast, the House bill assumes the outright repeal of CHIP and movement of the estimated 14.1 million 

children and pregnant women that will be enrolled in the program in 2013 to what would be an entirely new 

form of publicly-subsidized purchase of private coverage through the health insurance exchanges. 

 

In trying to fully ascertain what is the best option for children, there are a number of key factors to review that 

are critically important to ensuring the best possible coverage for children.  Although CHIP and exchange 

plans are alike in that they both largely provide public subsidies  for the purchase of private sector coverage, 
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there are some key differences in how the insurance products are designed that are critical to children.  They 

include: 

 

COVERAGE FOR CHILDREN FROM 2009 THROUGH 2013 
 

Over the next four years, much progress is expected to be made in terms of children’s health coverage due to 

passage of the CHIP reauthorization bill.  By 2013, the number of uninsured children is expected to drop to 

5% or less nationwide, which will be close to the goal of ensuring all children in this country have health 

insurance coverage.9 

 

While great strides are anticipated in reducing the rate of uninsured children, enactment of either the House 

Senate reform legislation would see the uninsured rate for adults actually increase between 2009 and 2013, 

before the Medicaid expansion and health insurance exchange subsidies go into effect. Only then will the 

overall rate of uninsured adults also begin to decline.  Thus, over the next four years, coverage of children will 

be the sole place that our nation can anticipate and call attention to any progress in reducing the rate of 

uninsured citizens.  This is due to the fact the CHIP reauthorization bill included: new performance bonuses 

for states adopting simplification measures and reaching enrollment targets; $100 million in outreach and 

enrollment grants; higher federal matching rates for translation and interpretation services; and new options 

for “Express Lane Eligibility” to use data from other government programs in order to simplify enrollment in 

Medicaid and CHIP for low-income children.23 

 

Upon the passage of CHIP reauthorization, Speaker Nancy Pelosi noted the legislation would reduce the 

number of uninsured children by more than 4 million.  She further stated that, “By extending health coverage 

to millions more children, this legislation is an important first step in stemming the rising tide of the 

uninsured.”24 

 

However, progress is only likely if the health reform legislation does not repeal CHIP, but instead builds upon 

the program past 2013.  As experts Genevieve Kenney, Allison Cook, and Lisa Dubay point out, 

“…uncertainty about the future of Medicaid and CHIP in covering children may make states reluctant to 

move aggressively to cover more children under existing programs.  In particular, to the extent that CHIP is 

eliminated as part of health reform, states may be much less likely to work towards increasing the 

participation of children in CHIP, which may have spillover effects on Medicaid programs as well.”25 

 

In fact, if states believe that CHIP will expire in 2013, they would have a profound disincentive to invest in 

technology and other system improvements to improve coverage for children when those very efforts will be 

dismantled just a few years later.  The repeal of CHIP in health reform legislation would, therefore, have the 

effect of limiting and undermining the goal of the recent CHIP reauthorization, which was to reduce the 

number of uninsured children in this country. 
 

Advantage: Overwhelmingly CHIP 
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Concerns and Challenges with a Third 

Approach 

 

Another option recognizes that exchange plans are 

inferior to CHIP and seeks to address that problem by 

converting CHIP from a primary insurer to a supplemental 

insurer around the insurance exchange plans, much like 

Medigap wraps around gaps in coverage in the 

Medicare program.  This is a feature of the original 

Chairman’s Mark in Senate Finance Committee, and the 

measure went as far as to provide EPSDT wrap-around 

benefits for children up to 250% of poverty as well as to 

cover some share of the increased cost sharing that 

children would otherwise face in the exchange plans. 

 

For a significant number of children living below 250% 

of the FPL, in states that do not provide EPSDT coverage, 

this would have the potential of providing comparable or 

even better benefits than they currently receive in CHIP.  

Providing EPSDT for children up to 250% of poverty 

would be a significant gain for children, as EPSDT 

recognizes and would ensure coverage addressing the 

unique health care needs of low-income children.  

However, it remains unclear whether such a wrap-around 

system is even workable. 

 

Meanwhile, for millions of other children, they would still 

be left worse off due to the fact that:  

 

• The elimination of income disregards in the 

legislation would provide limited reach for the wrap-

around benefit and would result in millions of 

children currently enrolled in CHIP receiving no 

wrap-around services whatsoever; 

• There are new and more extensive crowd-out 

measures that will preclude some children and 

families from opting out of employer coverage to 

obtain coverage in the exchange plans and CHIP 

that are more restrictive than current CHIP crowd-out 

measures;  

• The best argument of providing families the 

simplicity of having one insurance plan for parents 

and children is undermined if parents must juggle 

two forms of insurance for their children;  

• It is unclear whether the wrap-around is workable at 

all; and,  

• Even if it could be made to work, there are a 

number of questions as to how it could functionally 

operate for government, insurers, providers, 

families, and children, or whether it would be a 

better system for children compared to what they 

have currently. 

COVERED BENEFITS 
 

Children are not little adults.  Because they are growing 

and changing, they have unique developmental needs that 

should be recognized and covered.  As Congress and 

President Obama strive to reach agreement on 

comprehensive health care reform, a key question for 

children is whether the legislation provides coverage that 

meets their unique health care needs. 

 

According to policy researchers at the Georgetown 

University Health Policy Institute and the Kaiser Family 

Foundation, “Children have a broad and unique range of 

health care needs.  Beyond acute care, children need regular 

preventive care, including dental, hearing, and vision care, 

for their healthy development.  Further, children with 

special health care needs often need a variety of additional 

acute and long-term care services and supports…As such 

providing children a benefits package that covers the full 

range of their health care needs and provides meaningful 

financial protections for families will be key to assuring that 

children have access to and can afford necessary and 

appropriate care.”26 

 

In a separate report analyzing the research comparing public 

to private sector coverage, the Kaiser Commission on 

Medicaid and the Uninsured found, “While private health 

plans typically cover some services important to children 

with disabilities, such as mental health care, home health 

care, and physical, occupational, and speech therapy, these 

benefits are usually limited and designed for short-term 

rather than chronic care.  A study of utilization by children 

with special health care needs found that, controlling for 

many demographic and health status variables, privately 

insured children had significantly lower odds than publicly 

insured children of using therapeutic services, social work 

services, non-medical care coordination, transportation, and 

housing modifications.”27 

 

Moreover, children in most state CHIP plans receive 

coverage for all approved vaccinations, dental care, and 

well-baby and well-child visits provided in accordance with 

the recommendations of the American Academy of 

Pediatrics.  This level of benefits stand in contrast to private 

plans, which are not required to provide even nationally-
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Additional information on this alternative 

approach is addressed in the following papers: 

• Meredith Kind Ledford, Peter Harbage, and Hilary 

Haycock, Harbage Consulting, “The Impact of the 

Healthy Americans Act on Children’s Health 

Coverage,” 

http://www.firstfocus.net/Download/Harbage_5.5

.09.pdf, May 2009. 

 

• Genevieve M. Kenney and Stan Dorn, “Health Care 

Reform for Children with Public Coverage: How 

Can Policymakers Maximize Gains and Prevent 

Harm?”, Urban Institute, 

http://www.urban.org/publications/411899.html, 

June 2009. 

 

• Catherine Hess and Maureen Hensley-Quinn, 
“Building on Success to Effectively Integrate Current 
Children’s Coverage with National Health Reform: 
Ideas from State CHIP Programs,” National 
Academy for State Health Policy, 
http://www.nashp.org/files/BuildingSuccessBrf%2
0(2).pdf, Aug. 2009. 
 

• Sara Rosenbaum, “Creating Comprehensive and 
Stable Health Insurance Coverage for All Children: 
Identifying and Working to Resolve the “Four-
Pathway” Challenge,” 
http://www.firstfocus.net/Download/Rosenbaum_5
.5.09.pdf, May 2009. 

 

approved vaccinations, the full set of recommended 

preventive visits for children, or pediatric dental care.28 

 

As the report from the Kaiser Family Foundation points 

out, “Despite broad expert recognition of the distinctive 

and diverse health needs of children, most commercial 

health benefit packages are designed for relatively healthy 

working-age adults, without special provisions for children.  

The typical employer-sponsored plan does not take into 

account the fact that recommended comprehensive benefits 

for children differ in scope from those of adults.”29 

 

When it comes to covered benefits, CHIP clearly goes 

beyond what the vast majority of commercial plans provide 

or what health insurance exchange plans can be expected to 

provide, in addressing the unique health care needs of 

children.  Moreover, in this year’s reauthorization of CHIP, 

dental and mental health benefits were further 

strengthened, which are areas often lacking in commercial 

plan coverage. 

 

The National Academy for State Health Policy (NASHP) 

reports, “CHIP is uniquely designed to meet the specific 

needs of uninsured children [and] CHIP benefit packages 

similarly have been tailored to the health and 

developmental needs of children, being based either on Medicaid’s comprehensive children’s benefits, or 

benchmark plans that include preventive, dental and specialty care benefits.”30 

 

It should also be noted that many states across the country use CHIP to expand their Medicaid program.  As a 

result, within Medicaid, children are guaranteed access to Early Periodic Screening, Diagnosis and Treatment 

(EPSDT) benefits.  EPSDT services consist of periodic comprehensive examinations (screenings) and 

comprehensive vision, dental, and hearing care for children.  EPSDT benefits in Medicaid or CHIP also 

include any medical care and services that fall under the federal definition of “medical assistance” and are 

necessary to “treat or ameliorate” both physical and mental conditions identified by a physician during a 

screening, including developmental health concerns unique to children.  Therefore, EPSDT is viewed as a 

benefit unique and specific to the needs of children, and these services must be provided even if they are not 

furnished to adults.31 

 

In full recognition that private commercial plans fail to provide benefits to children that are as comprehensive 

as those in Medicaid and CHIP, amendments have been offered in both the Senate and House to greatly 

improve the benefit levels currently provided to children in the insurance exchanges or to prevent the 

elimination of CHIP in the first place.  Without such protections, children would lose critically important 

benefits in the insurance exchanges that they currently have in CHIP.  As a result, the Urban Institute has 

found, “…low-income children are better served in important ways by public coverage than by private 

coverage as it has existed to date.”32 
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As part of final passage of its health reform package, the House of Representatives sought to protect those 

children in certain states that have CHIP coverage by means of a Medicaid expansion and through a conversion 

of coverage for these children from CHIP to Medicaid along with an accompanying maintenance of effort 

(MOE) provisions requiring states to maintain that coverage.  Although the House language provides these 

important protections to approximately one-third or more of CHIP children, the remaining two-thirds of 

CHIP children – some of whom also have EPSDT coverage – would lose those benefits and protections in 

movement to the insurance exchanges. 
 

Advantage: CHIP 

 

AFFORDABILITY: OUT-OF-POCKET EXPENSES FOR CHILDREN 
 

There are clearly many different aspects of what may be perceived as valuable in comparing health plan options 

for children.  However, the most obvious measure of value would be the percentage of total health care 

expenses that the plan is likely to pay, particularly for low-income children, compared to that the family 

would have to pay. 

 

One way to measure a health insurance plan’s coverage level is to measure its “actuarial value.”  This measure 

analyzes all the benefit and cost sharing provisions of a health insurance plan and expresses its “value” as a 

single number and is the percentage of health care costs estimated to be paid by the insurer.  This allows for 

the easiest comparison among various health plans. 

 

The Congressional Research Service (CRS) has, in conjunction with Watson Wyatt Worldwide, conducted 

such a comparison earlier this year between traditional Medicaid for children (100% estimated actuarial value), 

FEHBP Blue Cross-Blue Shield Standard Option (87%), and various other forms of insurance, but did not 

include CHIP.33 

 

First Focus commissioned Watson Wyatt Worldwide to conduct the additional analysis to assess the actuarial 

value of CHIP.  While a number of states have elected to use their CHIP funds to expand Medicaid coverage, 

the statute allows states to also cover children under a separate state program with benefits coverage equivalent 

to at least that offered under either: (1) the standard Blue Cross-Blue Shield standard option; (2) a health plan 

available to a state’s public employees; or, (3) the HMO within the state that has the highest commercial 

enrollment (excluding Medicaid enrollment).  Total out-of-pocket costs are also limited to 5% of a family’s 

income.  However, as a 2008 survey of state CHIP programs and the Watson Wyatt Worldwide analysis 

confirms, the vast majority of states have adopted coverage far more generous than the benchmark options and 

cost sharing limits well below the level of 5% of a family’s income.34 

 

As a result, in most cases, CHIP provides comprehensive benefits with very limited cost-sharing.  Based on the 

median value of surveyed states by Watson Wyatt Worldwide, the median actuarial value of CHIP was at a 

100% level for children in families earning 175% of the FPL and at 98% for children at 225% of the FPL.  In 

other words, there is only 0-2% cost sharing for children. 

 

In contrast, private commercial health plans have much higher cost sharing levels and the actuarial value of 

plans (i.e., the portion of total health care expenses the plan is likely to pay) in the insurance exchanges will be 

much lower than that of CHIP.35  In fact, the Senate and House bills for Congress set the actuarial value for 
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the exchange plans at between 65-93%, which means that the health plan imposes 7-35% cost sharing for 

children’s health coverage over what is also paid in premiums. 

 

In other words, if children were moved from CHIP to the exchange plans as currently drafted in the House 

and Senate, the out-of-pocket costs for children would increase rather dramatically.  For example, at 225% of 

poverty, Watson Wyatt Worldwide shows that the median actuarial value for CHIP is at 98% compared to 

just 70-85% in the exchanges – a 750% to 1,500% difference.36 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In fact, as Watson Wyatt Worldwide notes, most CHIP plans pay 100% of charges for hospitals, surgical, or 

diagnostic services, but parents would shoulder 7-35% of those charges in out-of-pocket costs under the 

exchange plans. 

 

Highlighting this point, a chart by the Center on Budget and Policy Priorities entitled "Co-payments for 

Specific Services in Children's Health Coverage Programs at Selected Income Levels" shows that the vast 

majority of states impose no copayments whatsoever for a variety of health services in CHIP.  For example, for 

children at 200% of the FPL in CHIP, 41 states and the District of Columbia impose $0 in cost sharing for 

inpatient hospital treatment, while only four states impose more than $25 in cost sharing for such care.  In 

sharp contrast, if low-income children face cost sharing of 15-30% in the exchange plans for such care, the 

out-of-pocket costs to that low-income family may amount to thousands of dollars.37 

 

In fact, out-of-pocket costs at these levels would lead to children being underinsured or, even worse, 

uninsured, as coverage becomes unaffordable. 
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In the Senate Finance Committee, Senator Rockefeller’s amendment to keep millions of children in CHIP 

rather than moving to the exchange plans was analyzed by the Congressional Budget Office (CBO) as to its 

impact.  According to the CBO, the Rockefeller amendment had the effect of reducing the number of 

uninsured kids, providing children with better benefits and cost sharing protections, and saving money that 

was used to streamline the eligibility and enrollment of both children and adults – clearly dispelling the myth 

that children must be somehow left worse off to improve the care of adults. 

 

As CBO Director Doug Elmendorf wrote about the Rockefeller amendment: 

 

...the committee voted to continue the Children’s Health Insurance Program (CHIP) as a stand-alone 

insurance program. CBO expects that offering continuity of coverage for several million children in 

CHIP would keep some children insured who would not have been covered under the Chairman’s 

mark; under the mark as it was originally offered, which would have eliminated CHIP, CBO 

anticipated that some of those children would be eligible for subsidized coverage in the exchanges but 

would not be enrolled in an exchange plan (owing at least in part to the higher premiums and higher 

out-of-pocket costs that they would typically face in such a plan).38 
 

Advantage: Overwhelmingly CHIP 

 

AFFORDABILITY: PREMIUMS 
 

In the vast majority of state programs, CHIP limits both premiums and other out-of-pocket costs for children 

to very low levels.  For example, according to the Georgetown Center for Children and Families, the estimated 

average premium in CHIP comes to just 0.7%, on average, of income for a family of three at 201% of 

poverty.39  In sharp contrast, the lowest premium level for families at that income level in the bills before 

Congress would range from 3.3% in the Senate Health, Education, Labor, and Pensions (HELP) Committee 

bill to 8.0% in the Senate Finance Committee bill.40  Premiums would clearly be many times higher in the 

health insurance exchange plans than in CHIP, even for what would constitute just the child share of those 

premiums. 

 

This is a critically important issue. A study examining the relationship between premium levels and 

participation in publicly subsidized health insurance programs found that as the share of family income 

required for premiums rises from 1%, which is slightly higher than that required in CHIP, to 3%, which is 

still far less than that required in the health insurance exchanges, the expected participation rate drops.  

Moreover, when premiums cost 5% of family income, which is still less than that required in the health 

insurance exchanges, expected participation drops dramatically.41  Thus, a number of children currently 

enrolled in CHIP would, as CBO noted, lose coverage if their premiums were to increase, which is currently 

envisioned in proposals to move children from CHIP to health insurance exchanges. 

 

To prevent such a loss in coverage or increase in the number of underinsured children, more than 200 

organizations have urged safeguards to prevent any erosion in CHIP coverage.  Their joint letter reads, 

“[B]efore moving children out of these successful programs, Congress should ensure that children will receive 

comparable or better benefits, cost-sharing protections and access to care under any new program.”42   

 

Jocelyn Guyer at Georgetown University’s Center for Children and Families said, “The success of CHIP arises 

because it has offered necessary benefits and affordable coverage to millions of families who otherwise would be 
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uninsured.  It is these two elements – decent benefits and affordable coverage – that matter at the end of the 

day.”43  On these two measures, CHIP is overwhelmingly superior to the exchange plans, as they are currently 

configured in the House and Senate bills. 
 

Advantage: CHIP 

 

ACCESS TO PEDIATRIC PROVIDERS AND QUALITY CARE 
 

Although much of the focus in the health care debate is on controlling costs and expanding coverage, a 

critically important goal should be to ensure that all people have access to high quality health care services.  

This requires health plans to have the expertise, provider networks, and internal systems in place to best 

address the needs of the whole person – medical, mental, development, and social. 

 

Many managed care CHIP plans have a number of accountability measures, including requirements that plans 

have provider networks that are adequate, pediatric-focused, and culturally and linguistically competent in 

care delivery.  This often includes community health centers and school-based health providers that have 

expertise meeting the unique health care needs of children, which are often lacking in commercial plans and 

their networks.44 

 

Furthermore, for more than a decade, states have worked with health plans to improve the pediatric provider 

networks for children enrolled in CHIP.  Plan standards have been modified and updated, pediatric-specific 

quality measures have been adopted, and problems that may arise for children can be specifically addressed.  

By definition, CHIP provides a focus on the health care needs of children, particularly a critically important 

set of vulnerable children who live in low-income families, have greater and special health care needs, 

disproportionately belong to racial and ethnic minority groups, and more often have parents with limited 

English proficiency.45 

 

CHIP plans have a specific focus on the unique health care needs of these children. Indeed, this mission will be 

lost if millions of children and pregnant women have their coverage moved to national or state exchanges.  

Moreover, the CHIP reauthorization bill included additional steps to improve pediatric-specific quality 

measures, which may get lost in a conversion of children from CHIP to the exchanges.   

 

However, the private health plans in the exchanges may result in higher reimbursement rates for providers 

than what is currently paid through private health plans in Medicaid and CHIP.  If this were to occur, some 

providers may be more willing to participate, which could improve access to care, particularly specialty care.  

As Kenney and Dorn point out, “This is probably the most significant potential gain from shifting children’s 

primary source of coverage into an exchange.  However, policymakers could achieve those same gains by 

raising Medicaid and CHIP reimbursement levels without moving children into commercial plans.”46  In fact, 

the House bill does precisely that, with respect Medicaid primary care rates, and could take additional steps to 

do the same for specialty care and CHIP payments rates. 

 

In comparing the two approaches, the importance of having over a decade of focus on pediatric-specific 

networks and access standards in CHIP cannot be understated.  As Amy Swanson of Voices for Ohio’s 

Children wrote, “We have been promised that those who have a health plan they like can keep it; this should 

be as true for children enrolled in Ohio's Medicaid/State Children's Health Insurance Program (SCHIP) as it is 

for anyone else.  Whatever the mechanisms, Congress must protect what works for kids even as it seeks to put 
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insurance within the reach of their parents.”47  In fact, according to a survey of parents of uninsured children 

that know about Medicaid and CHIP, 95% said they thought Medicaid/CHIP was a “good” or “very good” 

program.48 
 

Advantage: CHIP 

 

FAMILY COVERAGE 
 

Providing coverage for children and parents in the same health plan may yield some gains, including greater 

simplicity and convenience for the family in dealing with just one insurance provider.  However, as noted by 

Kenney and Dorn, “the benefits of a common health plan for all family members may not be great.  Often, 

adults and children are served by completely different provider networks, even within a common plan.  And 

while research shows that when parents receive health insurance, children are more likely to enroll in available 

health care and to access necessary care, no published studies show any measurable gains when parents and 

children receive the same health coverage (as opposed to health coverage through different plans).”49 

 

What is most important is that children clearly benefit when their parents also have health coverage.  Various 

studies show that providing coverage to parents appears to create incentives for families to both seek and use 

coverage, including for their children.50 

 

The House and Senate legislation seek to achieve this goal by covering parents in the Medicaid program and 

also by moving children from CHIP into the exchanges to be enrolled in coverage with their parents.  

However, this is not the only method to secure family coverage.  Policymakers could also allow parents to 

enroll in CHIP along with their children, as a number of states have successfully done in the past. 

 

Moreover, as occurs in Massachusetts now, if adults want to subscribe to the same health plan that covers their 

children through CHIP, they could do so by picking that plan in the health insurance exchanges. And this 

combination of coverage through CHIP and the Exchange would result in significantly lower premium costs 

and out-of-pocket expenses than family coverage through the exchanges. If a different plan better meets the 

needs of the adults, they could choose that alternative plan option, so that parents could choose plans that best 

meet the needs of themselves and their children, respectively. 

Parents want what is best for their children and value coverage that is affordable, comprehensive, and addresses 

the unique health needs for children far more than having their children in the same health plan as themselves.  

In this regard, CHIP is the better value.  However, if coverage were comparable or better in the exchange than 

in CHIP, then the simplicity of having family coverage might rise in importance. 
 

Advantage: Exchange (but only if all other things are equal) 

 

GUARANTEE TO CARE WITHOUT ARBITRARY LIMITATIONS 

 

Over the last decade, CHIP has played a profound role in expanding the notion of what constitutes 

comprehensive coverage to at least two times the federal poverty level in 48 states, just as Medicaid was 

expanded for children up to at least the federal poverty level before the enactment of CHIP.  In fact, CHIP has 

laid the groundwork for significant improvements in Medicaid itself, such as simplification measures and the 

elimination of other welfare-era barriers to coverage that were associated with Medicaid coverage for children. 
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Moreover, with its reauthorization in February 2009, CHIP is no longer a block granted program with pre-

determined allotments to states in funding for children’s health coverage.  And yet, CHIP is still subjected to 

an aggregate overall funding limit, due to its status as a capped entitlement program. This could create 

uncertainty in children’s coverage if the federal funding level is insufficient to meet program needs. 

 

In contrast, the House and Senate bills appear to create a new federal entitlement to a tax credit and coverage 

through an insurance exchange plan.  If federal funding is insufficient or states cannot provide currently 

required matching dollars, this could theoretically be an improvement to children’s health coverage.   

 

However, the look of an entitlement through the tax credits is more illusory than it is real.  For example, some 

children that currently have CHIP coverage would be barred from even enrolling in an exchange plan because 

the House and Senate bills, as passed by the various committees, establish a threshold that prohibits exchange 

coverage eligibility unless the costs of employer-sponsored plan exceed 10-13% of family income.  In other 

words, even though the tax credits may appear to be an entitlement, in actuality, some children currently 

eligible for CHIP would be barred from receiving the tax credit for coverage in the exchange plans. 

 

Moreover, even if a family can actually get a tax credit and coverage through an exchange plan, the coverage 

may be so unaffordable that children and their families could be left without coverage entirely.   

 

According to the CBO, the estimated premium and out-of-pocket costs for a family of four with income at 

225% of the federal poverty level ($54,000 a year in 2016) would be as follows: 

 

• Senate: enrollee premium plus average cost sharing would be $9,900 or 18% of income. 

• House: enrollee premium plus average cost sharing would be $6,200 or 11% of income.51 

 

Thus, a family could have the paradoxical result of waiving out of employer coverage because the plan costs 

more than 10% of family income, only to find themselves facing costs in the exchange plans to be 18% or 

more of their income. 

 

This is, of course, in sharp contrast to very limited or no premiums or cost sharing for children in CHIP. 

 

Rather than moving children out of CHIP and into a more tenuous credit that is less affordable, a much 

stronger alternative would be to simply change the CHIP financing structure to provide that same guarantee 

and equity of coverage for children. This could be accomplished by lifting the federal spending limit currently 

imposed on CHIP and providing states with full federal support for any expansion of coverage.52 

 

There is another argument by some that CHIP should be ended because it requires periodic reauthorization, 

matching contributions by states, and is a capped mandatory program.  The argument is that inadequate 

funding by either the federal government or states can lead to a situation where “a state can establish waiting 

periods, cap enrollment, or take both actions.”53  It is certainly very true that such an outcome would be 

unfavorable because children in a few select states would have the unfortunate outcome of being moved out of 

CHIP and into the exchange plans with weaker coverage. However, the proposed solution of ending CHIP is 

ironically much worse, as it would force all CHIP children into the negative circumstance of being moved into 

the exchange plans.  In other words, the proposed solution actually compounds the problem immensely. 
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Rather than making the problem for children worse, a favorable outcome has been proposed by Senators 

Robert Casey, Jr. (D-PA) and Rockefeller.  The proposal addresses the funding concerns inherent in CHIP by 

providing resources to increase the federal matching rate to states, ensuring that funding for all enrolled 

children in CHIP adjusts automatically with need, and lifting the arbitrary federal funding limitation to 

states. 
 

Advantage: CHIP 

 

UNINTENDED CONSEQUENCES 

 

Moving children from CHIP into the health insurance exchange option could have a number of clear negative 

consequences for children, both in terms of fewer benefits and higher cost sharing, but there are also a number 

of unintended consequences that would need to be addressed to ensure children would not be left worse off in a 

new exchange system. 

 

These problems include, but are not limited to, the following: 

 

• Loss of Coverage for Infants and Pregnant Women That Currently Have Medicaid Coverage 

Up to 185% of Poverty and Other Low-Income Children Due to Current Use of Income 

Disregards:  There are a number of children and pregnant women who currently have Medicaid 

coverage in excess of the levels provided for in health reform legislation.  Federal health reform 

legislation would either need to require a “maintenance of effort” (MOE) for such children and 

pregnant women or they would be subjected to reduced benefits and greater cost sharing in the new 

exchange plans. 

 

• Loss of Coverage of CHIP Children in Medicaid Expansion States:  An estimated 35% of 

children covered by CHIP dollars have Medicaid coverage, which includes comprehensive benefits 

that include EPSDT, with no or nominal cost sharing.  The estimated actuarial value of such coverage 

is 100%.  There is no scenario under which providing coverage through the insurance exchanges 

would ever be comparable to current Medicaid/CHIP coverage to those children.   

 

• Loss of Coverage for Children in States with Coverage At or Above 300% of Poverty:  A 

number of states have spent over a decade working to achieve near universal coverage for children. 

States that have enacted coverage expansions to children through CHIP at 300% of poverty or above 

include: Alabama, Connecticut, District of Columbia, Hawaii, Illinois, Indiana, Iowa, Louisiana, 

Maryland, Massachusetts, Missouri, New Hampshire, New Jersey, New York, Ohio, Oklahoma, 

Oregon, Pennsylvania, Vermont, Washington, West Virginia, and Wisconsin.54  The tremendous 

progress made for children in all of these states could be unraveled, as children could lose coverage 

entirely or face significantly diminished coverage if they are required to leave CHIP and receive 

coverage through the new insurance exchange plans. 

 

• Possible Reimposition of a Five-Year Waiting Period for Legal Immigrant Children:  In the 

February reauthorization of CHIP, states were provided an option to eliminate a barrier to coverage 

for legal immigrant children, who previously faced a five-year federal ban on receiving Medicaid or 

CHIP.  In various legislative proposals before the House and Senate, the exchange health plan options 
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restate the five-year waiting period for legal immigrants, so children may lose the very ground they 

just made up.  Moreover, even during the previous ban, many states lifted the five-year waiting period 

for children through state-only coverage.  If CHIP is eliminated, that option would no longer be 

available since CHIP will no longer exist. 

 

• Barriers to Coverage for American Citizen Children in Mixed Immigrant Households:  

American citizen children living in immigrant households can currently apply for and receive child-

only coverage through the Medicaid and CHIP programs.  In the House and Senate bills, a variety of 

restrictions have been established that would prohibit immigrants from receiving or even purchasing 

coverage through the health insurance exchanges.  This includes barriers to receiving tax subsidies to 

purchase coverage. These measures would likely create enormous problems for American citizen 

children in mixed immigrant households, because their parents would be either unable or reluctant to 

apply for tax credits to get coverage for their citizen children.  In fact, according to research by 

Professor Donald J. Hernandez, “Nearly four-fifths of children in immigrant families (79 percent) 

were born in the United States and are, therefore, American citizens.”55 

 

• Barriers to Coverage for Children of Veterans or Children Living With Grandparents:  

Veterans receive coverage through the Veterans Administration (VA) system, but such coverage does 

not include their children.  In the case of low-income veterans, their children can receive child-only 

coverage through Medicaid or CHIP at the present time, but that option could be lost if there is not a 

child-only option in the health insurance exchange plans.  This also would apply in cases where 

children live with their grandparents, who may have Medicare coverage, etc. 

 

• Barriers to Coverage for Native American Children:  Native American children have statutory 

cost sharing protections in Medicaid due to the enactment of the economic stimulus package.  

Additionally, they are exempted from any CHIP cost sharing through regulation (42 CFR 457.535).  

Native American children would face new cost sharing under the insurance exchanges unless Congress 

specifically protects Native American children from such exposure in the insurance exchanges.  

Furthermore, the underfunded Indian Health Service (IHS) system would face increased costs to 

provide wrap-around coverage for any limitations that the exchange plans would impose in terms of 

benefits and cost sharing. 

 

• Problems for Children Caused by Age-Rating Provisions for Health Exchange Plans: Coverage 

for children and young adults is quite inexpensive in comparison to the average cost of coverage for 

older, sicker individuals.  Currently, the cost of coverage for children in Medicaid and CHIP is 

inexpensive, in part, because it is based entirely on the relatively modest cost of providing care to 

children.  In addition, most states allow insurers to vary premiums based on age by a rate of 5-to-1 or 

more for insurance policies sold to individuals and small employers.  Health reform legislation 

proposed in the House would limit age adjustments to health insurance premium adjustments by a 

narrower band of 2-to-1.  According to analysis by the BlueCross BlueShield Association in 

conjunction with the actuarial firm Oliver Wyman, “actual premiums for the youngest 1/3 of the 

population would increase by 50% under a 2:1 age band.”56  While this clearly has implications for 

young adults, it may also impact the cost of insurance for young families with children, who are more 

sensitive to the costs of health insurance when compared to older individuals. 
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• Loss of Coverage Standards and Protections in CHIP: The CHIP statute provides for a number of 

coverage protections for children that would be lost if CHIP were to expire, including the managed 

care standards that were passed as part of the CHIP reauthorization. 

 

• Failure to Coordinate With Other Children’s Needs and Services:  Medicaid and CHIP typically 

provide a case management benefit that, unlike most commercial plans, works to coordinate services 

across state organizations, agencies, and programs.  If the ultimate goal for advancement child 

outcomes is to, as Nemours Health and Prevention Services has argued, “adopt a comprehensive, 

coordinated approach that addresses the health and well-being of the whole child, including the 

child’s physical environment and social service needs,”57 then moving children from Medicaid and 

CHIP and into exchange plans with a CHIP wrap would likely be detrimental to the development of 

such a system. 

 

• Inability to Have Demonstrations to Improve Specific Aspects of Child Health: CHIP allows 

for demonstration projects to study and address specific problems in child health, including issues 

such as obesity and health disparities.  Such focused attention to unique issues and concerns in 

children’s health would be lost in the insurance exchanges. 

 

• Loss of Funding for Health Services Provided in Schools:  Medicaid provides critical support for 

children in need of special education services who have special health care needs that affect their 

educational performance, as identified in their Individual Educational Program (IEP) as part of the 

Individuals with Disabilities Education Act (IDEA).58  Although critical issues remain that need 

further resolution between Medicaid and schools regarding questions of eligibility, billing, and 

reimbursement, schools do receive reimbursement from Medicaid that is not available from 

commercial health plans.  If children were moved from CHIP and thereby out of Medicaid in states 

that used their CHIP dollars to expand Medicaid, millions of dollars could be lost to schools across 

this country, and could disproportionately harm public health measures and services provided to 

children with special health care needs.  This is all the more important, as our nation’s schools are 

often called upon to be a first line of defense in dealing with public health issues, from ensuring 

children enter school with their immunizations to public health emergencies such as the H1N1 flu 

virus.59 

 

• Loss of Other Standards and Protections in CHIP:  Congress included additional protections as 

part of the CHIP reauthorization bill this past February to combat fraud and abuse.  These included 

restrictions on the use of misleading marketing materials and sanctions when states deal with entities 

“that fail to provide covered, necessary care to enrollees; charge fees which are not permitted; 

discriminate among enrollees; misrepresent facts to enrollees or State and Federal program officers; or 

violate marketing rules.”60 
 

Advantage:  Overwhelmingly CHIP 
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 COMPARISON OF CHIP TO EXCHANGE PLANS CHIP Exchange Plans 

Incentives for Coverage of Children Between 2009 & 2013 ���  

Covered Benefits �  

Affordability: Out-of-Pocket Expenses ���  

Affordability: Premiums �  

Access to Pediatric Provisions & Quality of Care �  

Family Coverage  � 

Guarantee to Care Without Arbitrary Limitations �  

Unintended Consequences ���  

 

 

 

Conclusion: CHIP Outperforms the Proposed Health Insurance Conclusion: CHIP Outperforms the Proposed Health Insurance Conclusion: CHIP Outperforms the Proposed Health Insurance Conclusion: CHIP Outperforms the Proposed Health Insurance 

ExchangesExchangesExchangesExchanges    

 

As policymakers consider what is best for children under health reform, they should consider the benefits that 

will be covered, issues of cost sharing and affordability (including premiums, deductibles, copayments, co-

insurance, and total out-of-pocket costs), and issues around network adequacy and quality of care to address 

the unique health care needs of children. Further, the value of coordination with parental coverage should be 

taken into account, as well as a number of unintended consequences that would arise if CHIP was eliminated 

and children were moved to a new and untested system of coverage through health insurance exchanges. 

 

As an untried system, the health insurance exchanges and the subsidy program may not work as intended.  

Yet, legislation in the House contemplates the possible end of CHIP on the date the insurance exchanges are 

enacted.  As Kenney and Dorn point out, “Experimenting on these children would be particularly worrisome 

because the children who could be made worse off are disproportionately likely to be poor, to belong to racial 

and ethnic minority groups, to have parents with limited English proficiency, and to have chronic health 

programs.  These are vulnerable groups of children who are already at risk for worse health outcomes than 

other children.”61 

 

Once CHIP ends and has been effectively dismantled by states, there would be no return to CHIP for the 

millions children whose health would be put at risk if they were moved out of the program. 

 

CHIP is a proven, successful program that, despite its shortcomings, is superior to the health insurance 

products that would be offered through the national or state exchanges in 2013 in virtually every key measure 

of importance to a family concerned about their children’s health coverage. 

 

CHIP is also widely viewed as a bipartisan success story through its founding in 1997 under the leadership of 

Senators Edward M. Kennedy, Orrin Hatch, John Chafee, and John D. Rockefeller IV to today, as CHIP 

reauthorization passed with strong bipartisan support.  In fact, expressing concern about the program’s future, 

Republican Pennsylvania Congressmen Charles W. Dent, Todd Russell Platts, Bill Shuster, Jim Gerlach, and 
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Glenn Thompson wrote, “We have witnessed first hand that CHIP is an efficient program that provides 

Pennsylvania children with affordable, quality care…Protecting children, especially those most in need, 

should be one of Congress’s top priorities in the context of health care reform.”62 

 

This is due, in part, to the substantial evidence indicating that on key measures of access to preventive and 

primary care services that children enrolled in public coverage fare better than low-income children with 

private coverage.  It is also important to note that CHIP is, by definition, focused on pediatric services and 

that there are also clear lines of public accountability for meeting the needs of children.63 

 

Accordingly, Guyer points out that there are “enormous risks to dismantling a successful program that 

delivers affordable, high-quality care to millions of low-income children.  It was just six months ago that 

President Obama signed the renewal of the program into law with much celebration and joy.  CHIP has 

provided a lifeline to millions of families since its inceptions in 1997…, [i]t would be shameful to allow all 

that progress go to waste unless we’re sure that children and their families will be at least as well served under 

reform.”64 

 

In fact, the American public would undoubtedly respond quite negatively if coverage for children were to 

leave them worse off.  According to the results from a July Lake Research poll: 

 

• By a 3-to-1 margin, voters would oppose eliminating or phasing out CHIP if coverage through the 

health insurance exchange may be more costly for families and provide fewer benefits to children. 

• By a 54-14% margin, voters said they would be less likely to support a candidate that out in favor of a 

health care reform plan that reduced the level of health care coverage for children. (Opposition to such 

a candidate was strong across party lines: 55-10% among Independents, 53-13% among Republicans, 

and 53-18% among Democrats.) 

By a 51-16% margin, voters would less likely to vote for a candidate if the candidate favored a 

healthcare reform plan that eliminated or phased out the CHIP program and would instead allow 

them to be in the same plan as their parents but may be more costly for families and provide fewer 

benefits for children.65 

 

If an elected official came out in favor of a health care reform plan that reduced the level  

of health care coverage for children, would that make you more or less likely to vote for  

that candidate, or would it not make a difference. 
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In both policy and political terms, it makes little sense for children currently eligible for CHIP to be 

moved to exchange plans. Unless coverage through insurance exchange plans are dramatically 

improved in terms of benefits, premiums, out-of-pocket costs, access to care, and in other ways, 

children will likely be left worse off as a result of health reform. Health reform should guarantee that our 

nation’s children – representing nearly one-third of the non-Medicare population and all of our future – have 

their health care improved.  However, if nothing else, CHIP should not be eliminated until such time that 

coverage is guaranteed to be comparable or better than what children already receive. 
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