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CHIP has dramatically reduced the percentage of  
uninsured children. The Children’s Health Insurance 
Program (CHIP) provides health coverage to 6.7 million 
children. Since its creation in 1997, CHIP has helped  
reduce the uninsured rate of low-income children by about 
one-third, from 22 percent to 15 percent.1 

 
Together with Medicaid, CHIP has ensured that  
disadvantaged children receive critical preventive 
care. Research demonstrates that low-income children 
who have health insurance are more likely to have regular 
well-child and dental visits and have fewer unaddressed 
medical needs compared with their uninsured counterparts. 
Children who receive preventive care are less likely to use 
more expensive acute and emergency room care, resulting 
in lower overall health care costs.2 
 
Investing in children’s health insurance is a sound 
public investment. Research demonstrates that indi-
viduals who lack health insurance have higher rates of  
serious health problems. Beyond the direct economic  
impact of higher health care expenditures resulting from 
acute and emergency room care, parents of children with 
serious health problems may be more likely to miss work, 
lose income, and have lower productivity compared with 
parents of healthy children.3 
 
Children with health insurance are more likely to 
enter adulthood with greater employment and  
earnings potential. Children in poor health are more 
likely to miss school and thus fall behind educationally. 
This is especially true for poor children, whose parents 
may be less able to manage chronic health problems.  As a 
result, they are more likely to enter adulthood with lower 
employment and earnings prospects, thus generating lower 

tax revenues, greater dependence on public assistance, and 
lower economic output.4  
 
CHIP is a cost-effective way to ensure that mil-
lions of low-income, uninsured children receive 
quality health care. Opponents of the CHIP expansion 
worry that expanding CHIP will lead to some decline in 
private coverage, either through employers cutting back 
their coverage or through employees newly eligible for 
publicly-funded coverage declining employer-based cover-
age. However, as leading health economist Jonathan Gru-
ber has noted, any “crowd-out” effect is likely to be lower 
when only certain family members, e.g. children, are cov-
ered by the expansion. Importantly, in analyzing CHIP in 
particular, Gruber found no evidence that the program has 
eroded private coverage. Further, in comparing alterna-
tives such as health tax credits and deductions, Gruber has 
concluded that “public insurance expansions like CHIP 
remain the most cost-effective means of expanding health 
insurance coverage.”5  
 
CHIP is not “government-run health care”.  
Although CHIP is publicly financed, most children  
enrolled in the program actually receive care through  
private managed care plans. 
 
Despite CHIP’s success, about nine million chil-
dren remain uninsured. That total includes 5.5 million 
low-income children, who are eligible for but not enrolled 
in Medicaid or CHIP. More than 60 percent of uninsured 
children have at least one parent who works full-time,  
full-year. Given the dramatic decline in employer-based 
health coverage since 2000, publicly-financed health in-
surance will be more critical than ever in closing the insur-
ance gap.6 
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