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The U.S. Census Bureau recently reported that the percentage of children without health 
insurance rose for the first time in years, increasing from 10.8% in 2004 to 11.2% in 
2005.1  This is significant.  Public health insurance programs – particularly Medicaid and 
the State Children’s Health Insurance Program (SCHIP) – successfully reduced the 
percentage of children without health insurance in most years since the late 1990s.2  
Because public insurance programs function as safety nets, their enrollment tends to rise 
during times of economic hardship and rising unemployment.  This tendency has been 
evident throughout most of the 2000s.3  Yet while the Census Bureau found a decline in 
employment-sponsored health insurance (from 59.8% in 2004 to 59.5% in 2005), the 
percentage of the population covered by public programs remained unchanged at 27.3%.4  
This in part accounts for the increase in the total percentage of the U.S. population who 
lack health insurance, which rose from 15.6% in 2004 to 15.9% in 2005.5
 
So why did the percentage of uninsured children rise?  Because of the decline in 
employment-based health insurance coverage, one might expect that at least some of the 
children who lost private coverage would obtain new coverage through SCHIP or 
Medicaid.  But this apparently did not happen.   
 
There are a number of different possible explanations for this phenomenon.  First, many 
of those who lost employment-based coverage may live in families that earn too much 
money to qualify for Medicaid or SCHIP.  Only the poorest children qualify for Medicaid 
in most states.  Children between the ages of one and six can earn only up to 133 percent 
of the federal poverty guidelines to qualify; for children between the ages of six and 18, 
the percentage reduces to 100 percent.6  SCHIP is more expansive; federal law generally 
requires participating states to provide coverage to children earning up to 200 percent of 
the federal poverty guidelines.7  For states that do not exceed these baselines, this means 
that a twelve year-old and seven year-old in a family of four would not presently qualify 
for Medicaid if the family’s income exceeded $20,000, and would not qualify for SCHIP 

                                                 
1 CARMEN DENAVAS-WALT ET AL., INCOME, POVERTY AND HEALTH INSURANCE 
COVERAGE IN THE U.S.: 2005 (2006), http://www.census.gov/prod/2006pubs/p60-
231.pdf. 
2 For statistics regarding health coverage for people under age 18, see id. at 69. 
3 Id. at 60. 
4 Id. at 23. 
5 Id. at 21. 
6 42 U.S.C. 1396a(l)(2)(B) & (C) (West 2006).  Children less than one year of age qualify 
if their household earnings do not exceed 185 percent of the federal poverty level.  42 
U.S.C. 1396a(l)(2)(A)(i). 
7 See 42 U.S.C. 1397bb(b)(1)(B); 42 U.S.C. 1397jj(c)(4) (West 2006). 
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if it exceeded $40,000.8  While more employers with lower-income employees have been 
dropping health insurance coverage than employers with higher-income employees, 
higher-income employees are not insulated from losing coverage, whether from job loss 
or from an employer’s decision to drop coverage.9  The children of higher-income 
employees may not be eligible for public coverage, and there may be economic or 
underwriting problems preventing them from obtaining coverage on the private market.  
Such children might find themselves without coverage. 
 
Second, even those who qualify for SCHIP may be prevented from taking it up or 
hindered from retaining it if they manage to obtain it.  Texas offers an example of what 
can happen when anti-tax sentiment and other concerns take precedence over ensuring 
adequate access to coverage for children.  In 2003, the Texas Legislature enacted 
substantial cuts in the state’s Child Health Insurance Plan.10  It changed what had once 
been nominal premiums into substantial sums totaling up to $18 per month for certain 
higher-income beneficiaries, and instituted copayments for all beneficiaries.11  It 
instituted an asset test for those applicants earning over 150 percent of the federal poverty 
guidelines.12  It changed the income calculation from a gross to a net basis.13  It 
eliminated benefits such as dental and vision care, and reduced others such as substance 
abuse treatment.14  It required beneficiaries to re-enroll every six months, rather than 

                                                 
8 Dep’t of Health & Human Services, 2006 Federal Poverty Guidelines, available at 
http://aspe.hhs.gov/poverty/06poverty.shtml (last viewed Sept. 7, 2006). 
9 See generally, e.g., James Reschovsky et al., Why Employer-Sponsored Coverage 
Changed: 1997 – 2003, 25 HEALTH AFFAIRS 774 (2006); John Holahan & Allison Cook, 
Changes in Economic Conditions and Health Insurance Coverage: 2000 – 2004, HEALTH 
AFFAIRS WEB EXCLUSIVE (2005), available at 
http://content.healthaffairs.org/cgi/reprint/hlthaff.w5.498v1?maxtoshow=&HITS=10&hit
s=10&RESULTFORMAT=&fulltext=employer+large+drop+coverage&andorexactfullte
xt=and&searchid=1&FIRSTINDEX=0&resourcetype=HWCIT. 
10 It also made significant cuts to Medicaid. 
11 GENERAL ACCOUNTING OFFICE, MEDICAID AND SCHIP: STATES’ PREMIUM AND COST-
SHARING REQUIREMENTS FOR BENEFICIARIES 40, 42 (2004), 
http://www.gao.gov/new.items/d04491.pdf.  Texas was among a minority of states to do 
so; however, some of the states instituted even higher premiums than Texas.  Id.   
12 Texas Health & Human Services Comm., CHIP Assets Test Policy: Summary of Final 
Rules, available at 
http://www.hhsc.state.tx.us/chip/reports/042304_AssetTestPolicySum.html (last viewed 
Sept. 7, 2006). 
13 See, e.g., IAN HILL, STATE CASE STUDY:  MEDICAID AND THE 2003 – 2005 BUDGET 
CRISIS – A LOOK AT HOW TEXAS RESPONDED 8 (2005), 
http://www.kff.org/medicaid/upload/State-Case-Study-Medicaid-and-the-2003-05-
Budget-Crisis-A-Look-At-How-Texas-Responded-Report.pdf. 
14 Id. 
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every twelve.  Despite some modifications and rollbacks of these changes in 2004,15 
enrollment dropped from a high of almost 530,000 in June, 2002, to its present rate of 
approximately 295,000 in August, 2006.16  According to one study, slightly more than 
half of all disenrollees remained uninsured after losing CHIP coverage.17   
 
Texas is hardly the only state that cut back on its public health plans serving children 
during the budget crisis of the early 2000s and thereafter.18  Children who lose public 
coverage often have few good options for obtaining insurance elsewhere.  For example, 
one study of Texas disenrollees from the state’s CHIP found that only eleven percent of 
the study group obtained employer-sponsored health insurance after losing CHIP 
coverage.19  This figure is similar to one found in another recent study of adult 
disenrollees from public health insurance programs.20

 
State public health programs generally consume a large percentage of state budgets.21  
With substantial increases in the cost of medical care and public rolls that rose 
significantly in the early 2000s,22 states continue to look for ways to rein in spending on 
their public health programs.  In the absence of other meaningful alternative coverage for 
children, however, states should be seeking other means of controlling expenditures and 
ensuring a balanced budget than removing children from the rolls.   

                                                 
15 For example, Texas has since reduced its premiums to no more than $50 biannually.  
See CHIP 6-Month Enrollment Fees, available at 
http://www.chipmedicaid.com/english/co-chart3.htm (last viewed Sept. 7, 2006). 
16 See KAISER COMM. ON MEDICAID AND THE UNINSURED, SCHIP ENROLLMENT IN THE 50 
STATES 8 (2005); Texas Health & Human Services Comm., CHIP Enrollment by CSA, 
Plan, and Age Group - August 2006, available at 
http://www.hhsc.state.tx.us/research/CHIP/EnrollmentbyPlan/06_08.html. 
17 THE INSTITUTE FOR CHILD HEALTH POLICY, AN ANALYSIS OF DISENROLLMENT 
PATTERNS IN THE CHILD HEALTH INSURANCE PROGRAM (CHIP) IN TEXAS 10 (2006), 
http://www.hhsc.state.tx.us/chip/reports/120304_Disenroll.pdf.  The majority of those 
who were able to obtain coverage took up Medicaid.  Id. 
18 See, e.g., VERNON K. SMITH ET AL., THE CONTINUING MEDICAID BUDGET CHALLENGE: 
STATE MEDICAID SPENDING GROWTH AND COST CONTAINMENT IN FISCAL YEARS 2004 
AND 2005 12 (2004), http://www.kff.org/medicaid/upload/The-Continuing-Medicaid-
Budget-Challenge-State-Medicaid-Spending-Growth-and-Cost-Containment-in-Fiscal-
Years-2004-and-2005-Results-from-a-50-State-Survey.pdf. 
19 INSTITUTE FOR CHILD HEALTH POLICY, supra note 17, at 10. 
20 SHARON K. LONG AND JOHN A. GRAVES, WHAT HAPPENS WHEN PUBLIC COVERAGE IS 
NO LONGER AVAILABLE? 3 (2006), http://www.kff.org/medicaid/upload/7449.pdf.  This 
study found that only eight percent of adult disenrollees could obtain private coverage 
after losing it, with 12 percent of those with families ultimately obtaining private 
coverage.  Id. 
21 NAT’L ASS’N OF STATE BUDGET OFFICERS, STATE BUDGET REPORT: 2004 46 (2006), 
http://www.nasbo.org/Publications/PDFs/2004ExpendReport.pdf (finding that Medicaid 
accounted for 22.3% of state spending in 2004). 
22 Id. at 46 – 47. 
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