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IMPACT OF MEDICAID ON CHILD
IMMUNIZATION

MONDAY, JUNE 1, 1992

U.S. SENATE,
SUBCOMMITTEE ON HEALTH FOR FAMILIES

AND THE UNINSURED,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 9:40 a.m., in

room SD-215, Dirksen Senate Office Building, Hon. Donald W.
Riegle, Jr. (chairman of the subcommittee) presiding.

Also present: Senator Durenberger.
[The press release announcing the hearing follows:]

[Press Release No. H-28, May 22, 19921

RIEGLE HEARING TO EXAMINE MEDICAID'S IMPACT ON CIILD IMMUNIZATION;
SENATOR SAYS SOME CHILDREN STILL NOT RECEIVING TuErR SHOTS

WASHINGTON, DC-Senator Donald W. Riegle Jr., Chairman of the Senate Fi-
nance Subcommittee on Health for Families and the Uninsured, Friday announced
a hearing to look at the Medicaid and Maternal and Child Health Programs and
its relationship to child immunization programs.

The hearing will be at 10 a.m. Monday, June 1, 1992 in SD-215 of the Dirksen
Senate Office Bilding.

Riegle (D., Michigan) introduced the Comprehensive Child Health Immunization
Act S. 2116, last fall.

"it is unacceptable that in 1992, any child in Michigan or anywhere in our country
could become ill from preventable diseases like measles, mumps, rubella, polio and
a host of other dangerous illnesses. I am holding this hearing to examine ways we
can work within the existing programs to increase access to immunizations," Riegle
said.

"The bill presents a thorough strategy for making sure children, especially pre-
school children, receive needed vaccinations by improving current public health and
social service programs for children. I look forward to hearing from witnesses on
this proposal and the issue of child immunizations."

OPENING STATEMENT OF HON. DONALD W. RIEGLE, JR., A U.S.
SENATOR FROM MICHIGAN, CHAIRMAN OF THE SUB-
COMMITTEE
Senator RIEGLE. The committee will come to order. Let me wel-

come all those in attendance this morning. In the last several
years, we have seen a dramatic rise in the number of very young
children becoming ill with vaccine-preventable diseases.

To increase immunizations among young children who need
these very badly needed vaccines, I introduced S. 2116, the Com-
prehensive Child Health Immunization Act, last fall. And SenatorKit Bond of Missouri, who sits on the Appropriations Committee,
is the primary co-sponsor of the bill.
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And I want to say in Senator Bond's behalf-he had hoped to be
here this morning; he necessarily must be in his home State of
Missouri and cannot be here-that he is a very strong co-leader
with me on this legislation. In addition, Senators Johnston, Coch-
ran and Bradley are also co-sponsors, and I envision adding sev-
erai more.

The bill that I have just referenced was referred here to the Sen-
ate Finance Committee, but it also contains provisions which fall
under the jurisdiction of the Senate Labor and Human Resources
Committee.

Today, we are going to be hearing from expert witnesses from the
public and private sector who will comment on specific Finance
Committee provisions of this bill, and on other ways that we can
increase the immunization of children in America.

Now, the U.S. has been very successful in reaching its goal of
making sure that our children are fully immunized before they
enter elementary school.

Over the last 3 years, however, we have seen a dramatic rise in
the number of pre-schoolers who become sick, with some children
even dying, from measles, for example.

In Michigan, total measles cases went from a low of 31 cases as
recently as 1988, up to 359 cases just a year later in 1989. And,
then, in 1990, Michigan had 478 cases and one death.

In addition, we have seen outbreaks of other diseases such as
pertussis, or whooping cough, which doubled in Michigan between
1989 and 1990. Nationwide, about one-third of our 2-year-olds are
not vaccinated against measles, mumps, rubella, polio, and a host
of other harmful illnesses. That just cannot be tolerated when we
have the vaccines in our country and we are in a position to protect
these children. The measles outbreak and the declining immuniza-
tion rates among young children highlight the serious systemic
problems that we have regarding the ability for young children to
receive these immunizations.

Now, this developing problem comes about because we have not
been aggressive enough in finding young children who have not
been immunized, and we have missed opportunities to actually im-
munize children when they do come into contact with certain public
sector programs, such as the Women, Infants and Children's pro-
gram, called WIC; Aid to Families with Dependent Children,
known as AFDC; and Maternal and Child Health Programs.

We also must be far more diligent in informing parents about the
need for immunizations, that these diseases have not gone away.
In fact, vaccinations have to be undertaken in order to protect chil-
dren, and, at the same time, make it easier for parents to get these
vaccinations for their children.

There is an important economic saving over and above just the
avoidance of a lot of human misery that can be accomplished here.
Because vaccinating young children against preventable diseases is
one of the most cost-effective health procedures we know.

It is estimated that we can save at least $10 in later medical
costs that can be avoided for every $1 that we spend on the front
end with immunizations.

Now, this legislation, S. 2116, puts in place a comprehensive
strategy within existing health care and social service programs to



increase immunizations and to prevent widespread outbreaks of
preventable childhood diseases, such as measles.

The bill would also help providers in the private sector by reduc-
ing current disincentives to participate in public programs and pro-
viding better information on the immunization status of our chil-
dren.

The current public health system just misses too many opportu-
nities to immunize America's children. Children and their parents
regularly come into contact with a variety of public programs,
whether they are the Maternal and Child Health Block Grant pro-
grams, Medicaid, AFDC, and other programs where individuals'
benefit status is checked. We could easily, at the same time, be
checking children's immunization status, and even administering
vaccines.

These public programs should also be required to adhere to Fed-
eral immunization practice standards, such as setting age-appro-
priate vaccination schedules, eliminating mandatory pre-vaccina-
tion physicals, and specifying alternate locations for vaccinations,
like, for example, welfare offices, and to remove barriers that make
immunizing children more difficult.

We can also address poor outreach among Medicaid recipients
through Med ,aid's Early and Periodic Screening, Diagnosis and
Treatment program called EPSDT. This program already requires
that State Medicaid programs examine low-income children s
health status.

We should explicitly require this program to monitor and track
children's immunization status and conduct an aggressive outreach
to ensure that these children are immunized. Because that protects
not only those children, but other children out there who lack im-
munization.

Our bill would also provide funding for Medicaid demonstrations
to examine ways to reduce the financial disincentive for private
providers to immunize children in their offices.

The bill would also move in a direction of establishing a nation-
wide computerized information system to keep track of children's
immunization status. In the kind of modern age that we have today
with the technology available to us, that is clearly an achievable
goal.

So, public health officials, physicians, and clinics could get the in-
formation they need on what individual children require in the way
of vaccinations.

Most public health experts agree that a country's child immuni-
zation rate is a good measure of how successfully its health care
system is addressing the needs of children. In this area, the United
States lags behind other western countries in immunizing its young
children.

I think until we as a country address larger issues of national
health care reform and make basic health care coverage available
to all Americans, clearly, an imperative in our society today, we
have got to set our sights on the objective of giving America's chil-
dren the best that our current system can offer.

Now, I will just make one other initial comment, and then I want
to turn to Senator Durenberger.



I want to thank all of the witnesses for their willingness, not
only to testify today, but to accommodate the adjustment that we
have had to make in our schedule. We had to change the witness
order today because we moved the bearing to an earlier time.

And Mr. Nadel, from the U.S. General Accounting Office, will be
our first witness, instead of Christine Nye, from the Health Care
Financing Administration,

There may be some other changes and adjustments this morning
in the schedule, and I greatly appreciate the flexibility and pa-
tience of everyone who is going to be testifying this morning.

Senator Durenberger.

OPENING STATEMENT OF HON. DAVE DURENBERGER, A U.S.
SENATOR FROM MINNESOTA

Senator DURENBERGER. Mr. Chairman, thank you very much. I
regret that with the change in the schedule, my morning has got-
ten a little complicated so I can't stay here with you, either.

But I did want to come at the beginning, first, to thank you for
what you have been working so hard over the last couple of years
to do for people who are the disadvantaged in our system, andpar-
ticularly to use this relatively new subcommittee to deal with is-
sues of family, and kids.

Even though it is necessary to do it a piece at a time, there is
a consistency to this whole approach for which I want to com-
pliment you and your staff.

Senator RIEGLE. Thank you.
Senator DURENBERGER. This morning we are talking about a rel-

atively small piece of a larger problem. But if we were not here,
we have been provided with copies of a story that one of our sort
of assistant staffers, Spencer Rich, and one of these wonderful re-
orters who is always out there digging up stuff and helping us
now what is going on, brought an article in the Post about a study

that is going to appear in the Journal of the American Medical As-
sociation, about 20 percent of children lacking preventive care, and
probably more than that if you get down into all of the specifics.

But, as I read through the article, I saw some of the same prob-
lems present there that exist with regard to immunization. I think
perhaps some of the solutions that I am going to speak of in just
a second here, and those recommended by the people who did the
study, are similar.

First, I would like to begin by acknowledging the fact that for the
14 years the Senator from Michigan and I have been on this com-
mittee, we have tried to do our best within the parameters that we
had to work with here in the Finance Committee to deal with this
immunization issue.

We have done a lot in expanding the Medicaid program. Over on
the Labor Committee, using the Public Health Service Act, a fair
amount has been. done, too. But the problem seems to be getting
worse.

It is true, as you point out, Mr. Chairman, that by the time kids
are enrolled in a mandatory public education system in America,
most of them have received the required immunizations. But, as I
think you pointed out in your opening statement, that is not good
enough. I mean, I have been home in my own community dealing



with the measles epidemic, for example, among 2-year-olds and
1 V2-year-olds.

Senator RIEGILE. Right.
Senator DURENBERGER. Particularly refugee populations. In my

case, the Mong population in St. Paul. So, it doesn't do any good
to say by the time they get into the public school system a man-
datedimmunization process captures 90 percent of the problem.

It would help us all, including the people from the administra-
tion, to read the statistics from the United Nations Development
program on immunization rates for 1-year-old children, which is
the process by which at least the members at this committee have
immunized their child, I would imagine.

By the time our kids have reached 1 year of age, we have gone
through a process of having them all immunized because we have
access to a different ,;nd of a system.

Senator RIEGIE. Ril,at.
Senator DURENBERGER. The United States' rate for immuniza-

tions for 1-year-olds is 48 percent, which is literally the lowest per-
centage among the 45 countries the UNDP classes as highly devel-
oped.

The immunization rates for 1-year-olds in Germany is 68 per-
cent; the United Kingdom, 82 percent; Japan, 84 percent; Canada,
85 percent; and Israel, 90 percent.

But it can get even worse than that if you look at the fact that
we, the richest nation on earth and the one that devotes the high-
est percentage of our national income on health care, compares our
48 percent with Nigeria's 62 percent; Mexico's 74 percent; the Phil-
ippines, 82 percent; Tunisia, 88 percent. I mean, try that on for
size. I guess that is the reason you are having this hearing.

I wanted to use my time just to mention several of the problems
with which we are presented in this country. First, is the plural-
istic health care system.

The chairman of this subcommittee and I have different ways to
deal with that pluralistic system, but because it is so pluralistic
and because it is a system in which square pegs are being driven
into a variety of round holes all of the time, there is a lot of people
falling through the space between the square and the round hole.

I have a member of my staff who has a 19-month-old daughter,
and he was getting the child immunized against polio, diphtheria,
pertussis, and tetanus. He sent the bill to Blue Cross, which is his
carrier, and they wrote back saying, "The benefits are not available
for these services."

Well, the whole notion that insurance is there only to protect us
against adverse health conditions rather than helping us to prevent
those more serious problems is an anachronism in today's world. It
is one of the reasons why all of us feel so strongly about insurance
reform.

One of the reasons why all of us believe that 95 percent of the
eople that are selling health insurance in America ought to go
ack to selling fire and casualty insurance and leave this business

of maintaining the health status and improving the health status
of Americans, is tiatl iuh ie health plans that are really willing to
engage themselves in health maintenance of the population of this
country.



The second point I would like to make is that I would expect
those of us that 1 spoke to earlier, if I still had a 1-year-old or
somebody like that to go into the system, I would take them to the
"doctor" for the immunization, and I would probably have a high-
priced pediatrician giving them the shots and J would be paying
the bill through my insurance company.

That is totally unnecessary. Totally unnecessary. You do not
need a $50 shot, or a $75 shot, or a $100 shot. It can be done a
lot less expensively in this society.

But I suspect if you did not have your own doctor and your own
insurance company and you relied on the public system, for exam-
ple, in this community, I bet you the first thing you would do is
look in the Yellow Pages or something like that for the source of
your immunizations.

They give you a telephone number, you pick up the phone, you
call there, and you would probably get a busy signal. If you did not
get a busy signal, you get one of these things that tell you to wait
until somebody can pick up the phone.

Finally, some bureaucrat someplace in the bowels of a big build-
ing would pick up the phone and they would say, well, the hours
are such and such, and such and such, and this sort of thing. And
you need to make an appointment, or you need to do this, that, or
the other thing.

Then, once you made a commitment that you are actually going
to do something about it, you would probably go down there and
you would find that there is a line halfway around the block in
order to get the service.

And, since the child is not sick, you are just trying to prevent the
child from being sick-

Senator RIEGLE. Right.
Senator DURENBERGER. A whole series of those kinds of experi-

ences in communities in America, I would guess, would discourage
a whole lot of people from seeking health maintenance on their
own, and probably, over time, has done a great deal to discredit the
community-based health care delivery system.

It is true that parents are a problem. Parents are probably an
increasing problem in jur society. But, then, society has to find
ways to deal with that problem, too. The educational role that com-
munities must play with parenting is equally important.

I asked my staff person back here, Kevin Quinn, who is from
Canada, what happens up there. And he said, well, we just hap-
pened to have a young child in that system, and he said what hap-
ens is that the public health nurse sort of follows you out of the
osp.ital.
Within a few days of mom going home with the baby, the public

health nurse is there to talk about this series of immunizations.
Well, that is Canada, that is not the United States. But, that cer-
tainly is one of the parts of a Canadian system that people in the
United States ought to say, well, gee whiz, does that not make
sense?

The question ways gets to be, for us, is whether or not the na-
tional governine t is ever going to-by your bill, Mr. Chairman, or
any other-get ,mmunities in this country to respond the way
they ought to.



We have had these urgent public health programs for 25 years,
and the lines are still going around the block. The bureaucrats are
still getting more of the money than the kids are getting. It is true
of our public school systems; it is true of our public health systems
in this country.

I have come to the conclusion that, until we make public health
a community responsibility, we are not going to get the job done.
And exactly how to get there, I am sure, is something that those
of us on this committee ought to spend a little time dealing with.

Senator Moynihan and I have the Medicaid Managed Care Im-
provement Act, which is not a solution to a problem, it is just an-
other way to try to take the child and the family and capture all
of their needs in one program so that you have a care-giver walk-
ing with a person all through their life, particularly from concep-
tion through, let us say, age 12, 13, 14, or 15.

You have somebody walking with them, somebody that they can
trust, somebody they are familiar with, their records are there; all
of the things that are in your bill.

And I suggest that there may be other ways or additional ways
here to deal with this problem, because it is certainly a very seri-
ous problem. But I am sort of gradually coming to the conclusion
that we really need to federalize the national responsibility to med-
ical access in this system.

In exchange for that, ask the communities of America to find out
a better way to make the same commitment to public health that
they make to public education, but find a better way to do it. I
mean, I am impressed by the new mayor of Washington, DC. We
still call her the new mayor, I guess, because the old one is still
around.

But I am really impressed with the way in which she wants to
ask the community to take responsibility for some of these prob-
lems, and wants to ask us to give this community and others the
opportunity to do the job the way they would like to get it done,
not the way we, in our sort of categorical way, would like to do it.

So, that is just a matter of sharing some sort of frustration with
the way the current system works. Not to say that there is not an
easy answer to it, but until communities begin to take more re-
sponsibility for this problem, it is going to be a frustration to you,
Mr. Chairman, to sit here and try to approach this a bill at a time,
an authorization at a time, an amendment at a time. Because that
is probably not going to get the job done. These kids are in competi-
tion with a lot more powerful interests out there in those commu-
nities, too. So, I thank you for the opportunity to be here today.

Senator RIEGLE. Thank you, Senator Durenberger. And let me
just acknowledge and express appreciation for your leadership on
these health care issues over a great length of time. This is a mat-
ter of keen interest to you, as you have shown over and over again.

I might say with respect to this immunization effort, I feel
strongly that we need to do this, beef it up on a bipartisan basis.
And Senator Bond and Senator Cochran have joined on your side
of the aisle.

And I am open to suggestions as to how we might take and make
this legislative vehicle as strong as it can be. But I very much want



to go ahead with it. I think there is the basis of support out there.
The cost involved is not overwhelming.

In fact, I think we can save probably $10 for every $1 we spend
in terms of avoiding the heartache of diseases that are preventable
and the cost of treating those diseases when otherwise they would
not have occur.

So, in any event, I am going to try to press ahead with that. I
will certainly welcome your suggestions and your help as we go. I
think we ought to do this on a combined basis, and I would like
to try to accomplish that.

Let me now call our first witness to the table, Ms. Christine Nye,
who is the Director of the Medicaid Bureau for the Health Care Fi-
nancing Administration.

We are delighted to have you here this morning, and welcome
you. She is here to discuss the Department of Health and Human
Services Immunization Action Plan, especially with regard to the
Medicaid program.

And, in the interest of time this morning, I am going to make
all of the witnesses' full statements a part of the record. I would
like you to try to summarize in maybe 5 to 7 minutes, something
like that, and then we can go back and forth with questions and
answers.

But we welcome you, and we would like to hear from you now.

STATEMENT OF CHRISTINE NYE, DIRECTOR, MEDICAID BU-
REAU, HEALTH CARE FINANCING ADMINISTRATION, WASH-
INGTON, DC
Ms. NYE. Thank you. Mr. Chairman and members of the sub-

committee, I am pleased to be here this morning to discuss the
Medicaid program s role in providing immunization services to chil-
dren.

As Secretary Sullivan recently pointed out, American's immuni-
zation program is one of the greatest success stories in medicine.
Serious illness fiom diphtheria, mumps, pertussis, polio, rubella,
and tetanus have been reduced by at least 90 percent.

Since 1982, 95 percent of children entering school have been im-
munized. However, the increased incidence of measles experienced
a few years ago points out the need to fill gaps in our Nation's im-
muni zation program.

At the President's direction, the Department of Health and
Human Services recently released a comprehensive action plan to
improve access to immunization services.

Today I would like to discuss the Medicaid program's role in this
extensive effort to immunize children vulnerable to preventable dis-
ease.

Medicaid finances immunizations primarily through the Early
Periodic Screening, Diagnosis, and Treatment program, otherwise
known as the EPSDT program.

EPSDT is a comprehensive program that considers the overall
health status of children. Immunization is just one component of
this broad health benefit. States have implemented outreach pro-
grams to enroll children in the EPSDT program.

HCFA is also developing and testing model outreach programs.
Under these programs, States are targeting media campaigns to re-



cruit EPSDT providers. States are also working with community
groups to establish one-to-one outreach among neighbors in tar-
geted locations.

Under the EPSDT program, children are screened to evaluate
their medical needs through a comprehensive physical examina-
tion, including laboratory testing, where needed.

Necessary immunizations, vision, dental, hearing, and other
services are provided to treat identified conditions. Health care pro-
viders must also educate children and their parents on ways to cor-
rect unhealthy behavior.

I would emphasize that immunizations are required to be admin-
istered as part of the EPSDT screening evaluation. We have no in-
dication that physicians and other EPSDT providers are failing to
do this.

HCFA has several important projects under way to improve im-
munization services provided through Medicaid's EPSDT program.
Since 1985, EPSDT providers have been able to use vaccines sup-
plied through public health agencies.

The Public Health Service's Centers for Disease Control coordi-
nate consolidated vaccine purchases for State and local agencies
through national contracts with suppliers. These large-quarntity
purchases significantly lower prices from the high cost of vaccines
purchased on the open market.

In several States, including Michigan, agreements between Med-
icaid and public health agencies enable a systematic replenishing
of providers' vaccines supplied as they furnish EPSDT immuniza-
tions.

Easy access to vaccines removes a barrier that inhibits the ap-
propriate immunization of children to EPSDT screenings. We are
studying States that now take advantage of public health supplied
vaccines.

The information that we glean from this will help us to assist
other States to maximize the low-cost purchase and effective dis-
tribution of vaccines for the EPSDT program.

This April, we entered into an agreement with the Centers for
Disease Control to develop a strategy to promote infant and child-
hood immunizations.

This agreement calls for three things: first of all, updating the
guide for efficient vaccine acquisition through CDC purchasing con-
tracts; we are exploring the development of an immunization data
base; and, finally, we are disseminating technical assistance mate-
rials, including the standards for pediatric immunization practices
to State Medicaid agencies and providers.

In fact, this week the State Medicaid directors are in town and
we will be distributing that information to them. The activities I
just described fit into the department's much broader action plan
to improve access to immunization services.

The goals for the Health Care Financing Administration include:
issuing updated guidelines for EPSDT immunizations; sponsoring
immunization workshops; improving immunization services in co-
operation with Maternal and Child Health programs; conducting
EPSDT management reviews of all States; and tracking iminuniza-
tion status in the EPSDT program. The larger goals we are aiming



for is to have 80 percent of all Medicaid eligible children screened
by 1995.

One way we hope to accomplish this goal is to enroll more Medic-
aid children in coordinated care plans, such as HMOs. Children
with access to primary care are more likely to have immunizations
than others receiving fee-for-service medicine. This Medicaid co-
ordinated care approach is included in the President's Comprehen-
sive Health Care Reform plan.

The Medicaid program is already involved in much of the activi-
ties of the bill, S. 2116. Accordingly, many of the activities are al-
ready umder way and we do not support the enactment of S. 2116.
In many ways, it duplicates Department and State efforts in the
Medicaid program.

The Medicaid program is committed to improving immunization
levels for all eligible children. Our efforts, combined with increased
Federal funding for inmunizations and action at local levels, form
a national campaign to better our nation's immunization program.
Thank you. I would be more than happy to answer any questions
that you may have.

[The prepared statement of Ms. Nye appears in the appendix.]
Senator RIFGIE. Thank you very much. Let me begin by asking

you a question that is very relevant and very important. Ad that
is the reference to the United Nations data on the immunization
of 1-year-olds. Now, this is U.N. data, and there is always a lag in
this data.

But, for example, it indicates that the United States, in terms of
its rate of immunizing children under the age of one-which is, of
course, the most important time to do it to get that protection in
there-that of a long list of industrial and modern nation--some
not very industrialized, as a matter of fact-130 nations, and I am
going to give you some of the references, we are very near the bot-
tom of the list. It is really quite shocking.

For example, Lebanon. Here is Lebanon, torn by civil war, and
such. Their rate of immunization of 1-year-olds is 88 percent. Our
is 48 percent.

If you take other countries, Turkey, their level is 71 percent; Ma-
laysia, 74 percent; Romania, 93 percent; Cuba, 93 percent; Korea,
89 percent; Poland-they obviously concentrate on it-97 percent.
With all the other difficulties they have in Poland, they are getting
their kids vaccinated. The United Kingdom is well above us; 82
percent; Canada, 85 percent.

But if you go down here, Bul garia, hardly a modern nation, 99
percent. They concentrate on this. The U.S.S.R., the old Soviet
Union, was summarized in that way under this data, 83 percent.
Chile, 96 percent.

What I do not understand ia all of these countries that I have
named are poorer than we are. And yet they have got achievement
rates that are so far beyond ours that it is an embarrassment, real-
ly, that we are not doing better than that.

We are going to spend the money one way or another, are we
not? I mean, if we spend the money on the vaccination and we vac-
cinate the child and they do not get the disease, that is less expen-
sive than to ignore it and to let them get the disease and have the



costs associated with treating the disease, is it not? Do we not
spend more if we fail to vaccinate?

Ms. NYE. Study after study has found, as you indicate, that it is
much more cost-effecti ,'e and much better in human terms to pro-
vide preventive health care than to rely on acute episodic care.

Senator RIEGLE. So, we come out ahead. In other words, if we
spend a small amount of money to vaccinate the child and then the
child doesn't get sick, we save spending a much larger amount of
money to treat the child. In some cases, the children die. I mean,
we have had cases of that happening here in our own country; have
we not?

Ms. NYE. That is correct.
Senator RIEGE. What I am wondering is this. I feel, as Senator

Durenberger said, not to try to turn his argument into my words,
but somewhere in the system something is breaking down here
that is preventing us from getting these immunizations into these
children. We know how to do it. The science certainly exists. Other
nations have made it a priority so they have gotten way out in
front of us. They are looking after their children better than we
are.

I know before you came into your current position you headed up
the program, I think, in the State of Wisconsin under the Medicaid
program. So, you were out on the firing line trying to implement
these programs in terms of seeing to it that poorer families were
getting the medical assistance that they need.

Can you tell us, what is it that is breaking down? I do not ask
you to aim any hulge criticism at anybody, but just from that expe-
rience, why are we not able to achieve the kinds of levels that we
are seeing in other countries here?

Ms. NYE. Well, I think there are a number of factors, and there
are persons who are more expert in this analysis than myself. But,
based on my own experience, I think it has to do with a number
of things.

It has to do with the availability and procurement of vaccines,
lack of coordination, for example, through the public health system
and private providers.

It has to do with failure of communities to recognize the need
and the results from failure to immunize and the human and cost
factors involved in that.

And, I think the study and others that you cite in terms of com-
paring this country to other countries in the world have resulted,
since the first outbreak of measles in 1989, in s real stepped-up ef-
fort and commitment to improve and strengthen not only the serv-
ice delivery systems, but to make vaccines available less expen-
sively to the public and private providers caring for this population.

Senator RIEGLE. Now, I think I am correct in noting that in your
testimony you are setting within this program that is now there,
which carries the label EPSDT, that program, the goal is to achieve
an 80 percent immunization, I gather, for children under that pro-
gram. Am I correct in noting that?

Ms. NYE. That is partially correct. Our goal is that by 1995, 80
percent of children eligible for EPSDT services receive screening.
That screening includes a developmental and health history, and



on-clothes physical exam, it includes the lab tests, for example,
lead screening, et cetera. It also includes immunizations.

Senator RIEGLE. I see.
Ms. NYE. So, in order for somebody's screening to count, it has

to include all of those things. So, we are taking that kind of com-
prehensive approach.

I am sure it is true that there are, in addition to those numbers,
children who receive immunizations. But it might be that they did
not meet all of the other tests.

Senator RIEGLE. Yes.
Ms. NYE. So, that is why I said it is partially correct.
Senator REGLE. Looking at that goal as being out in the future,

that is 1995, why do we not set the goal at 100 percent?
Ms. NYE. I think that in 1995, or as we get closer to that year,

it might be possible for us to revise our goal and have it to be a
higher number. We found when we started this that 80 percent
was a goal well worth achieving because of the levels that we were
at, and States and local communities have really responded by try-
ingrto meet these targets.

lor example, between last year and this year, the number of
EPSDT children screened increased by almost 60 percent, or by 2.5
million. So, it might be possible to have a greater level of success,
given the response we are getting. And you are right, we should
achieve that goal.

Senator RIEGLE. Well, I am glad to hear you say that we should
achieve it. And I think the only way we achieve it is to set it,
fi-ankly. I mean, I do not aim that to you as a criticism.

But I think that unless we decide we are going to go out and look
after the health needs of all of our children in the country, particu-
larly the ones that are in the worst circumstances because they are
the ones that are likely to have the worst diet and the worst care
conditions, and a lot of other things that would make it easier for
illnesses to strike.

I think we have got to set as a goal for ourselves making sure
that all of the children in the country get this basic health screen-
ing protection, and very particularly the vaccinations.

When I see these other countries--Argentina, Korea, Poland, and
all these other nations-Bulgaria has a 99-percent vaccination rate
for children under the age of 1. I think that is sensational.

I mean, how are they smarter than we are? I do not understand
it. They are certainly not richer than we are, they are just putting
a higher priority on it and they are getting it done.

One of the problems here is that doctors who might otherwise
vaccinate children on Medicaid do not feel they are being reim-
bursed properly. Where are we today in terms of doctors who are
reluctant to actually provide the vaccinations-private physicians?

Ms. NYE. It really varies by State. There are a couple of things
I can say about that. One of the things your bill does, which is
something we are really pushing eight or more States are doing
this already, is to purchase vaccines more cheaply through the
Centers for Disease Control and make them available through dif-
ferent mechanisms to physicians. So, that is one way it deals with
the problem.



The other thing is that the EPSDT program, which was greatly
expanded in 1989, has just completed monitoring all 50 State pro-
grams and is following up on the findings.

I point this out in terms of one of the things we look at for State
compliance with these requirements. Whether, in fact, children are
recelwng appropriate immunization levels according to the right
schedule.

So, I think both through oversight and monitoring of State activi-
ties and by piggy-backing on the Centers for Disease Control pur-
chasing agreements, we are improving physician participation.

Senator RIEGILE. Is it fair to say, though, that the Medicaid reim-
bursement rates for private physicians for immunizations are too
low in some States?

Ms. NYE. I think reimbursement rates really vary across the
country. And I think that in some States, the rate may be a barrier
to physician participation.

Senator RIEGLE. Give me an example, where might that be?
Ms. NYE. I cannot give you an example of that.
Senator RIE(IE. Well, then, let us try it this way. If there are

some States-and you obviously feel there are-would the reim-
bursement rate be as much as 25 or 50 percent below the actual
cost of providing the immunization?

Ms. NYE. It could be that. But, honestly, I do not know that fig-
ure. I could provide you that information for the record if you want
that, but I do not know that off the top of my head.

Senator RIEGLE. Yes. I think we need to get that. And I say that
because there is a problem out there, and you acknowledge that
there is. It might be as much as 50 percent in some cases; you are
not sure of the data.

But I think we need to be right on top of that, because that is
a measure, I think, of why the immunizations are not happening,
particularly with respect to poor children.

They are not getting immunized, in part, because the doctors
who might provide those immunizations are not being reimbursed
through Medicaid an amount equal to an appropriate cost for that
service so they are not doing it.

So, the kids are really the ones that are suffering. So, I think we
need to know what it is in each State, and if we have States where
that is a major problem, we need to target in on that.

Because a child should not be put at an extra disadvantage just
because they happen to live in one State in America rather than
another State in America. I mean, that is the kind of thing we can
overcome.

Well, I would like you to produce that information for the record.
[The following information was subsequently received for the

record:1
The attached table shows the Medicaid reimbursement rates for immunizations

provided by physicians in the 50 States and the District of Columbia. Generally, the
data came from State plan material submitted in connection with payment of pedi-
atric services.

We do not have data that would allow us to compare private sector payments to
State Medicaidpayments. Such a comparison would require special community-
based studies. These studies would involve comparisons with private sector experi-
ence, other insurance and payer plans, and would weigh the efficiency with which
physicians acquired the vaccines (e.g., wholesale, discount from the manufacturer,
or retail from the local druggist).
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Tiny children are the most defenseless people in our society.
They cannot protect themselves. And, in many cases, even their
parents are not able to protect them if they do not have the infor-
ination about how series the threat is from these childhood ill-
nesses.

And if they cannot get into the immunization system properly,
cannot get in and get the vaccinations even though they are out
there and exist, that is just not a condition that we can allow to
stand in America.

And to just put it in the context of today's political discussion,
everybody is following the Presidential race because we have this
anomaly this time.

We may have a three-way race; it looks like we are going to. But,
as a result, there is a lot of public commentary and a lot of discus-
sion in the country by observers, columnists, and such as that.

And I was just out in Michigan for 4 days talking with people
across the State. We had a health care forum in Battle Creek, for
example, and some other things.

And when I talked to people about what is called the Ross Perot
phenomenon, a third-party candidate coming on the scene and gen-
erating a lot of support across the country, I think it is because he
gives the impression, the feeling that on problems like this where
there should be answers, that he would undertake to see that there
were answers, and not just reasons why we cannot get things done,
but to figure out how we get things done.

And whether or not he would prove capable of doing that, I think
the fact that he is sending that signal and the public is responding
to it has a relevance to this hearing.

Because I think the American people do not want the United
States near the bottom of a list of 130 countries. We do not want
to become last on that list. We ought to be first on this list, and
we certainly ought not to be last in immunizing our children up to
1 year in age.

So, I think it is clear that if we cannot make this system work
better than that, there is going to be this continued build-up of a
desire for change.

And the change is going to come, and it may come in terms of
a kind of knocking the normal political calculus haywire because
people are so frustrated by why it is we are last on the list and
we do not seem to be able to take and move ourselves up to the
top.

It is time we get to the top. We need to be to the top in immuniz-
ing our kids; and in terms of our productivity in our work force;
our trade balance, which is a disaster, needs to be turned around.
We ought to be having a major trade surplus.

So, I only cite this because I think it is indicative of a shortfall
in national performance. In this case, it falls on all of these little
tiny tots around the country who are in a situation where they are
highly vulnerable. We are in a position to protect them.

If we do, we save money. I mean, we save their health, we save
a lot of human grief, and we actually end up spending less money
with preventive care than we are going to spend if we withhold the
vaccinations and they end up getting sick and then we have to pro-



vide the care at that point and the cost is much higher, as you have
testified.

So, let us keep working on this. We want to get this legislation
enacted. My Republican colleagues who are co-sponsors with me
feel strongly about it, as do I. And I would like to work with you.

I know there may be some reluctance in the Office of Manage-
ment and Budget, or some other part of the government that says
we cannot afford to protect and help our own people. That is non-
sense.

People who believe that ought to be out of government and doing
something else for a living. think the best investment we could
make is in our people, and this is a perfect example of that. So,
we thank you for your testimony today.

Ms. NYE. Thank you.
Senator RIEGLE. Let me now call to the witness table Mr. Mark

Nadel, who is the Associate Director for Health Financing and Pol-
icy Issues in the Human Resources Division at the General Ac-
counting Office.

He is going to discuss the preliminary findings of a GAO study
requested by Senator Bentsen, the Chairman of this committee, to
examine ways to improve immunization rates. And I am very
pleased that Mr. Nadel is here today to give us an advance look
at this important study.

So, let me welcome you. Please introduce your colleagues. We
will again ask you to summarize in about 5 to 7 minutes, and leave
time for questions, if you will.

STATEMENT OF MARK V. NADEL, ASSOCIATE DIRECTOR,
HEALTH FINANCING AND POLICY ISSUES, U.S. GENERAL AC-
COUNTING OFFICE, WASINGTON, DC, ACCOMPANIED BY
TERUNI ROSENGREN, EVALUATOR-IN-CHARGE, HEALTH FI-
NANCING & POLICY ISSUES, U.S. GENERAL ACCOUNTING OF-
FICE, AND ALBERT JOJOKIAN, ASSISTANT DIRECTOR,
HEALTH FINANCING & POLICY ISSUES, U.S. GENERAL AC-
COUNTING OFFICE
Mr. NADEL. Mr. Chairman, I am pleased to be here to discuss our

work on childhood immunization, which will be issued as a report
later this year. I am accompanied by Teruni Rosengren and A]bert
Jojokian.

This morning I will discuss our preliminary findings on ways to
reduce Medicaid immunization costs and strategies to improve pre-
school immunization rates.

In brief, we found that the States could save millions of dollars
through a more efficient Medicaid vaccine purchase and reimburse-
ment strategy. We found that 19 States save money by directly
purchasing lower cost vaccines for Medicaid providers through CDC
contracts rather than at the commercial price.

States would have saved over $14 million in 1991 alone by pur-
chasing all vaccines for Medicaid through CDC purchasing con-
tracts. State health agencies get vaccines through CDC either free,
through a CDC grant, or at reduced cost using their own funds.
And, generally, these vaccines are supplied to public health provid-
ers, such as public clinics.



States can also purchase CDC vaccines for private providers to
use for their Medicaid patients under a vaccine replacement pro-
gram. As of May 1991, nine States had a vaccine replacement pro-
gram.

In these States, Medicaid programs reimbursed the health de-
partments for the lower cost vaccines and saved money by reim-
bursing for vaccines at the CDC contract price rather than at the
regular commercial price.

Illinois, for example, saved over $1.5 million in 1991 by reim-
bursing this way. In these States, health departments replaced the
Medicaid provider supply of vaccines with vaccines purchased
through CDC contracts.

Ten additional States purchase the low-cost vaccines from CDC
and distribute them free to all providers, for both Medicaid and
non-Medicaid use; a practice referred to as a universal vaccine dis-
tribution system.

In other States, Medicaid reimbursements for vaccines are based
on private sector vaccine costs, which are considerably higher than
costs under the CDC contracts. For example, the private sector
price for oral polio vaccine is almost five times greater than the
CDC contract price.

States told us that funding is a major barrier to establishing a
vaccine replacement program. Medicaid will reimburse health de-
partments for the cost of vaccines only after they have been admin-
istered to children, and so the States must first come up with
enough money to purchase the initial supply of vaccines.

Nonetheless, this initial expenditure would be more than offset
by recurring Medicaid savings while also benefitting children's
health.

Senator RIEGLE. Let me just stop you right there. You are saying
that the money spent on immunizations pays itself back more than
dollar for dollar. In other words, we end up saving more by spend-
ing some money up front for preventive immunizations.

Mr. NADEL. Well, that is right in two ways. You could provide
Medicaid coverage at a lower cost than we do now, so just those
initial savings could be lower. And, as you pointed out earlier, the
payoff for immunization, of course, is severa fold.

Senator RIEGJE. Yes.
Mr. NADEL. Even when States have vaccine replacement pro-

grains, not all private providers participate in the replacement pro-
grams because there are also barriers to individual physician par-
ticipation.

These include delays in vaccine replacement; administrative bur-
dens of keeping records for both public and private immunization;
and what some see as inadequate Medicaid reimbursement for the
administration of vaccines.

We also found a second area where further savings of Medicaid
funds could be achieved. That is, if States required the use of com-
bined vaccines rather than reimbursing individual injections of sin-
gle-antigen vaccines, combined vaccines provide protection against
m,.dtiple diseases, such as measles, mumps, and rubella.

Except during a disease outbreak, the Public Health Services and
the American Academy of Pediatrics' immunization guidelines rec-
ommend the use of a combined measles, mumps, and rubella vac-



cinations for routine immunizations of pre-school children. Most
State Medicaid programs, however, routinely pay for single-antigen
vaccinations.

A substailtial number of single-antigen injections may have been
given wastefully, as seen in a recent New York State Health De-
partment analysis of Medicaid claims, which found that single-anti-
gen vaccines were inappropriately administered in 45 percent of
the immunizations given in physicians' office to pre-school children.

Because of this practice, opportunities were lost for achieving full
immunization of these children, and immunization costs increased.
Based on our survey results, the average Medicaid reimbursement
for the three single-antigen vaccines is 60 percent higher than the
reimbursement for the combined vaccine.

Although it is possible to reduce Medicaid expenditures for vac-
cinations, such savings alone will do little to improve pre-school im-
munization levels unless the funds are rechanneled to more
proactive immunization programs.

Public health departments need to educate parents about the im-
portance of completing the full immunization schedule, as well as
to identify and reach out to children needing immunization.

Our analysis confirmed that States with State-wide integrated
tracking outreach and education systems had higher immunization
rates than those that did not; 66 percent compared to 58 percent.
However, only 12 States have such systems.

In addition to '.aving integrated systems, the two States with the
highest rates, Vermont, at 84 percent, and Massachusetts, at 79
percent, supplied certain of the vaccines free to all health care pro-
viders, which may have contributed to the high rates.

In conclusion, although funding is a barrier to better vaccination
progr-ams, States could lower their Medicaid vaccination costs by
adopting more cost-effective vaccine payment policies.

Savings on vaccine costs could allow the States to use their lim-
ited financial resources to improve the effectiveness of their immu-
nization programs, including developing or enhancing a tracking
outreach and education system.

This concludes my prepared statement. I would be happy to an-
swer any questions.

[The prepared statement of Mr. Nadel appears in the appendix.]
Senator RIEGLE. Thank you very much. That is very helpful to

us. According to your testimony, your report found that, although
vaccine replacement programs-that is where States buy vaccines
and give them directly to providers-may save money for State
Medicaid programs, not all the doctors in those States participate.

And some of the doctors are still reteiilng Medicaid patients to
public clinics, and, in effect, not wareting to do it themselves. Why
is that? What is behind that, as nearly as you can tell?

Mr. NADEi,. It is a combination of things. A large element of it
is what a lot of doctors perceive as inadequate reimbursement by
Medicaid. Since they believe that the child could be immunized
anyway at a public health clinic, the easiest thing to do, rather
than take a loss themselves, is simply to immunize only those chil-
dren whose parents can pay or whose insurance will pay the fall
cost and ask the others to go to a clinic.



Some physicians even have signs posted in their office saying,
the charge for immunization is X, or whatever it is. If you cannot
afford it, there is a nearby clinic. That, of course, overloads the
public clinics, whose primary purpose is to provide vaccinations to
more low-income children.

Senator RIEGLE. Yes. That is troubling, is it not, that a child
could be in a doctor's office and needing a vaccination and not get
it simply because the reimbursement rate through the government
system is so low that the doctor turns that child away. And maybe
the child does not get to the public clinic. They may not go get the
immunization t' are. Does that not happen?

Mr. NADEL. 'hat is exactly right, Senator. Any time you lose an
opportunity for immunization, that opportunity may be lost forever.

Senator RIEGLE. It seems to me that at a minimum we ought to
have a reimbursement rate that is fair, that compensates the doc-
tor appropriately for doing the immunization, and, also, as you
pointed out in your study, we ought to use intelligent buying tech-
niques to get the cost of these vaccinations down to the lowest level
we can.

But should we not be trying to vaccinate those children at the
point that they have that contact with the doctor and not just say,
sorry, we are not going to vaccinate you, go somewhere else?

Mr. NADEL. Yes. Public health experts certainly believe that im-
muiization opportunities should not be lost. And that when a child
is brought in for a visit, that is the point at which you want to give
the immunization, not refer them elsewhere.

Senator RIEGLE. Now, have some States been more successful
than others in getting doctors to participate under the Medicaid
program?

Mr. NADEL. The rate of participation does vary by State, just as
the reimbursement rate does. I do not, at this time, have informa-
tion as to which States are the most successful, except to say that
we found you get a higher rate of immunization in States which
provide the vaccine to all providers.

Senator REGLE. Yes. Was it difficult for you to get information
on immunization rates among children that participate under Med-
icaid?

Mr. NADEL. Let me turn to Ms. Rosengren.
Ms. ROSENGREN. Yes. We did ask all the States for that informa-

tion. Unfortunately, most States could not provide information cn
the immunization rates of their Medicaid recipients.

Senator RIEGLE. I see. That is one of the reasons why we think
we need a national tracking system. It sort of goes to the whole
concept of your study, too.

In our entire population we have all of these children out in our
society and if we view them as important and we want to keep
them well and healthy and help them come along and become good,
strong, productive citizens, we do not want to lose track of them.
We do not want them to miss their immunizations and then just
disappear off the radar screen until something happens.

So, you did find difficulty in getting the data on these poorer
children as you tried to do so. Is that right?



Ms. ROSENGREN. That is right. I think most State Medicaid pro-
grams do not have a data base which captures this kind of informa-
tion.

Senator RIEGLE. What do you think of our idea? I mean, I do not
know if you feel free to comment. Hopefully, you can, as a citizen.
What do you think of our idea of, given the fact that we live in a
modern age and we maintain all kinds of computer data, to try to
register the information on these children and keep track of them
so we make sure they get the preventive health care they need.

Ms. ROSENGREN. We think it is very important to have a birthregistry system from all providers.

Senator RIEGLE. Mr. Nadel, do you?
Mr. NADEL. Yes. We certainly do support that. Although it was

not mentioned in our testimony as part of this study, we also took
a look at what some of the European countries are going, and that
is one noticeable difference.

They do, particularly in Great Britain and the Netherlands
where we too a look, have a birth registry system, in addition, of
course, to providing immunization services free to all children.

But the combination of those two things has greatly boosted their
immunization rate. They are pretty much at the top of the heap at
the 1 year and 2-year-old immunization levels.

Senator RIEGLE. You know, it is really astonishing. I was citing
the data earlier, of the top 130 industrial nations in the country,
we rank near the bottom in immunizing of our 1-year-olds. And if
you take what are called truly under-developed countries, I mean,
countries that most people would have difficulty finding on the map
of the world, though they would recognize the names, of course, but
in some of these areas, such as Tunisia, they have an 88 percent
rate of achievement.

The Philippines have an 82-percent rate of achievement. China,
which we think of as sort of backward by our standards, 96 per-
cent. I mean, the Chinese pay attention to what is happening with
their children. Pakistan, the same thing, 65 percent. Nigeria, 62
percent.

This is all with the United States down at 48 percent. It is really
astonishing how much we lag the world. Especially when we spend
so much on health care in this country and we have so much tech-
nology and modern science available to us.

I think what it represents is the fact that we just do not think
it is important enough to channel the help and the resources to
these young children, particularly the poor ones, because they are
the ones that are most at risk.

It is almost as if we have decided, whether consciously or uncon-
sciously, to sort of close our eyes to this problem and let this prob-
lem go on, where other nations are facing the problem and getting
their kids squared away.

So, your results are very helpful to us, and I appreciate the work
you have done. We are going to want to get back to you to make
sure that any other questions we have that you can answer, that
we get that information for the record. Thank you very much.

Mr. NADEL. Thank you, Mr. Chairman.
Senator RIEGLE. Let me now call our last group to the table. We

are going to hear now from a panel representing State Medicaid



programs, pediatricians, and advocacy groups. And the four indi-
viduals who are going to be testifying-I am going to introduce
them-but please all come up now, if you would.

Mr. Joseph Liu is a Senior Associate with the Children's Defense
Fund. The Children's Defense Fund recently conducted a survey of
childhood immunizations in the State Medicaid programs. And Mr.
Liu will discuss their findings and the need for a comprehensive
strategy to increase vaccinations in our country.

Mr. Ray Hanley is Director of the Medicaid Program in the State
of Arkansas, and chairman of the State Medicaid Directors Associa-
tion. And he will give us the State Medicaid perspective from
across the country.

Then, Dr. Ed Cox, who is a pediatrician from Grand Rapids, MI.
He is the President of the Michigan Chapter of the American Acad-
emy of Pediatrics, and is testifying on behalf of the academy.

Dr. Cox's testimony will focus on access to immunizations at the
State and local level. And I especially appreciate your flying in
from Grand Rapids for this hearing.

Then, Ms. Kay Johnson is testifying, both as director of policy
and government affairs for the March of Dim ,.s Birth Defects Foun-
dation, and as a member of the National Vaccine Advisory Commit-
tee. Ms. Johnson will discuss the Vaccine Advisory Committee's
proposal for increasing access to immunizations. So, let me wel-
come you all.

Mr. Hanley, I think we will start with you. And, may I say again,
we will make your full statements a part of the record. If you can
try to summarize in about 5 minutes and leave time for questions,
that would be very helpful.

STATEMENT OF RAY HANLEY, DIRECTOR, OFFICE OF MEDI-
CAL SERVICES, ARKANSAS DEPARTMENT OF HUMAN SERV-
ICES, AND CHAIRMAN, STATE MEDICAID DIRECTORS' ASSO-
CIATION, AN AFFILIATE OF THE AMERICAN PUBLIC WEL-
FARE ASSOCIATION, LITTLE ROCK, AR
Mr. HANLEY. Thank you, Mr. Chairman. I am Ray Hanley, Ar-

kansas Medicaid director and chairman of the State National Med-
icaid Directors Association.

First, I want to tell you that the Medicaid Directors support the
goals that we have talked about here. We are equally concerned
about immunization rates and vaccine-preventable diseases.

We feel that our concern has been expressed in the efforts that
we have made in the EPSDT area, which does encompass immuni-
zations as a component, but is much broader than that in trying
to do comprehensive child health screening.

I have to look on further than my own State of Arkansas where,
4 years ago, the comparative just-completed quarter, we only
screened 800 children. Tis past quarter we screened 13,000 clil-
dren. Our screening rates have grown by several hundred percent.
You will find the same thing in a number of other States.

Senator RIEGLE. Could I just ask you there, Mr. Hanley. That is
a big jump, 800 to 13,000. What do you consider to be the popu-
lation? If you were screening every child in that category, what
would that number look like?



Mr. HANLEY. We have approximately 80,000 children on Medic-
aid in Arkansas.

Senator RIEGLE. So, we have come up from 800 to 13,000, but the
target, if we are going to get everybody, is 80,000.

Mr. HANLEY. Right. But, again, this is for a quarter. This is not
a total year.

Senator RIEGLE. I see.
Mr. HANLEY. We are going to make the 80 percent. We are going

to do it in advance of the 1995 date. It is my goal to go as far past
that 80 percent as possible.

Senator RIEGLE. Good for you. I am glad to hear you say that,.
That would at least get us up there, in your State, somewhere near
this list of other nations that I was citing earlier from this U.N.
data.

Mr. HANLEY. As Medicaid programs, we have gone into school-
based clinics. We have enrolled school districts as providers of
health services to try to further expand EPSDT.

We have done extensive outreach for pre-natal, well-baby cam-
paigns, again, without mandates. We have gone into extensive
PSA-bus sign boards, brochures, radio announcements-to try to
promote well-baby care and pre-natal care.

We are paying for case management services for high-risk preg-
nancies, mothers and infants. Again, not because it is mandated,
but because it is an important health care atea that we have em-
phasized.

Senator RIEGiE. Let me just ask you there. I mean, you are
chairman of the State Medicaid Directors' Association. It sounds to
me like Arkansas, where you are also ii, charge, has sort of really
moved out strongly in this area. Are all of the other States doing
that, too? I mean, would Arkansas be about par for the course, or
are you ahead of the pack?

Mr. HANLEY. I hope we are toward the front. But there are not
very many that are not making sezious efforts. I cannot quantify
it and tellyou that we are number one, but I know we are trying
hard and there are a number of other States that are also working
hard in these areas. It is like somebody said earlier the Medicaid
data does not lend itself to tracking at this point and telling what
percentage of Medicaid children are properly immunized. That is
one of the things that we are working on. I am sorry I cannot quan-
tify that.

As far as the goals, we are supportive. We do have some concerns
that there is an implied mandatory component here that could lead
to some further fragmentation of the health care system than we
have got now.

I am serving on the Robert Wood Johnson group to try to help
give away some money to fund tracking systems for immunizations.
We started with approximately 200 applications and are going to
try to narrow it down to 40 shortly.

And I have reviewed applications from State health departments
and local health departments over the last month and have had a
real education personally on the range of some of these, how low
some of the urban areas are, as you have talked about.

But I have also been really impressed by how States have recog-
nized this concept of missed opportunities when immunizations are



not given and the need to deal with that, to educate the providers.
There are several applications that deal with a birth certificate-
based system of tracking that has been talked about.

In my own State, we are implementing something shortly that is
known as the AECT system, which is going to be an automated eli-
gibility claims transmission system where all of our recipients are
going to have a plastic ID card, so that providers can verify eligi-
bility at the point of sale.

Their eligibility will be verified, their claim edited, it will be elec-
tronically transmitted, which is going to do a lot for provider par-
ticipation, particularly in the physician area.

But what we are also going to try to do is through a modem
hook-up to this, capture immunization information and have it
transmitted to the health department into a central tracking sys-
tem.

We intend not only to try to use this for Medicaid, but for other
immunizations that are paid fbr by other providers also, because
the technology is there, as you implied earlier. We can do this.

That is what we intend to create in Arkansas, not because it is
mandated, but because we are going to have the technology anyway
in the claim system, and it can be done. And you are going to find
other States that are looking at this same thing.

In my State I talked to the pediatrician at the largest pediatric
clinic last week about immunizations. He said, well, you know, you
pay good rates. You kept up pretty well with the cost of vaccines.
Medicaid children we immunize in the clinic here, most of the oth-
ers we sent to the health department.

Well, it strikes me that what may be good economics in trying
to send them to the health department to save money is not nec-
essarily in the interest of continuity in health care.

We are interested in working with the drug companies on the re-
placement vaccine that might get the low-cost vaccine into all set-
tings. We are meeting this week with Merck, Sharp and Dohme,
who wants to pilot a vaccine replacement program in Arkansas.
They are going to look at three or four other Ktates.

So, in conclusion of my time here, we are quite suppotive of thegoals. We just have some concerns about a mandate that would de-

part from the EPSDT goals we have set and lead to some frag-
mentation we would like to avoid.

[The prepared statement of Mr. Hanley appears in the appendix.]
Senator RIEGLE. I am very sensitive to the issue of the Federal

Government asking the States to do something that costs the
States money that the Federal Government does not then provide.

In other words, I am very much of the view if the Federal Gov-
ernment is going to say to the States, do something, that the Fed-
eral Government then provide the resources to see that it gets
done.

And I think we can do that in this area, and we undertake to
do that in our bill, because we think that already there are some
areas where the Federal Government is not doing enough to help.

I want to just say with respect to your State that both of your
Senators have been real leaders on this issue. Senator Bumpers
has-been out front on the child immunization issue for years, and
probably-



Mr. HANLEY. Yes. Even as Governor before he came to the Sen-
ate.

Senator RIEGE [continuing]. Dating back literally over decades.
So, he, I think, stands out perhaps as much as anyone in this coun-
try as having seen the importance of doing this and of spearhead-
ing it. So, we are adding to his worL and his leadership in that
area, and appreciate it very much, as well.

Senator Pryor, on this committee, is also very much in the fore-
front on the effort of seeing how we can not only get the people the
medicines, the vaccines, and the other things they need, but to do
it in a way where the costs are down at a reasonable a level as
they can be. So, both of your senators have been very much in the
forefront of that effort.

I want to just say, if I got your numbers right-and I appreciate
the major push that is being made in Arkansas, so do not mis-
understand my point in saying this--you said there were roughly
80,000 children in that Medicaid population in Arkansas that you
are trying to identify and help. And that on a quarterly basis you
have jumped up from something like 800 to 13,000. Is that right?

Mr. HANLEY. That last quarter. Yes, sir. The most recently com-
pleted quarter.

Senator RIEGLE. Now, this may not be the fair way to do it, so
you correct me if I am wrong. If I multiply four quarters times the
13,000, that brings me up to 52,000. And your population is 80,000
in that group, so that leaves you 28,000 short. Now, you may be
on a rising-

Mr. HANLEY. We are.
Senator RIEGLE. So, what is the target, to get to 100 percent, 98

percent, 90 percent, 80 percent; what are you shooting for?
Mr. HANLEY. Well, the first target, obviously, is the 80 percent

that we know we have to have, so we are emphasizing that. But
with the technology we are implementing, we know we can acceler-
ate that 80-percent goal and the technology that I talked about,
and the fee structure which we have out there, which I did not
mention, are two reasons that we know we are going to reach the
80 percent, and are confident we are going to exceed it.

Senator RIEGLE. Yes.
Mr. HANLEY. We elected last year to pay our physicians for Med-

icaid for the most common procedure codes a fee that is equivalent
with the Blue Cross/Blue Shield rate; about 80 percent of the al-
lowable. So, we are getting access that way.

Senator RIEGLE. So, you are jacking up the reimbursement rate
to the physician.

Mr. HANLEY. Yes.
Senator RIEGLE. So the physician does not put a sign on the wall

saying, go somewhere else to get the shots.
Mr. HANLEY. That is right. There are a lot of other barriers to

access other than rates, and I have tried to help people understand
that. Because the conclusion that too many people jump to is physi-
cians would see all the Medicaid patients if we only paid a higher
rate. And that simply is not true.

Even if paying at a Blue Cross/Blue Shield rate, we still probably
have regular participation only about 40 percent or so of our physi-
cians.



Senator RiEGI.E. Well, I appreciate what you have said to us and
the effort that you are making. I think, frankly, our goal ought to
be 100 percent, and I will tell you why. I know there are people
who say, well, that is hard to achieve.

As we get higher and higher levels, if we get up to 80 percent,
it seems to me that the logic says that the 20 percent that is left
is probably the 20 percent that, in many ways, is most at risk; that
either the parents do not have the information they need about the
importance of immunizations; they may think these diseases are
defeated when they are not, or whatever; or they do not know
where to go; or they do not understand the risk they are running
by not getting their child immunized; they are afraid they cannot
pay for it; whatever the reason is.

And, in a sense, the last 20 percent is probably the 20 percent
that most needs to be found and helped here. And I realize that
is the hardest part of the problem to solve, and I am not just put-
ting it in an Arkansas context, I am concerned about it in Michi-
gan, my home State, and all of the other States.

And that is why I think we should be setting for ourselves as a
goal not only streamlining the system so that we get the help out
there, we have adequate reimbursement rates, we get this bulk-
buying in place so we can knock the costs down, and so forth.

But then start tracking these youngsters as they come along, get
them in some kind of national system, a data bank, the technology,
as you confirm, is now there. We do this with all kinds of other
things. And there is another side to this.

And that is if, as a society, we start saying that every person is
important, which I believe is a matter of just my own philosophy,
not everybody believes that, quite frankly.

There are some people who would say, survival of the fittest, and
if you cannot make it, if you are a 2-year-old that gets measles and
you die, I mean, that is sort of a kind of harsh reality, but, never-
theless, that is the system at work.

I think to the extent that we can establish a national ethic of
both responsibility on the one hand, and caring on the other hand,
where we say everybody is important, and we start with things as
fundamental as immunizations for children, and hopefully pre-
school help and programs like Head Start, right on up the line for
those who need it, we deliver a message that people do matter.

And, I think as a part of that, people tend to view themselves
differently. I think they tend to view their importance, how they
are seen by the society as a whole in a different way, in a more
constructive way, in a more connected way, and people see them-
selves as being a part of the system and coming into the system
because the system cares about them.

The system thinks they are important. Therefore, they are able
to see themselves as being more important than just some anony-
mous, casual thing like a hamburger wrapper that we toss away

at the end of the day because they happen to be in a low-income
situation, or anonymous in our society.

So, I think the more we pay attention to our people and invest
in our people, especially wise investments--I mean, good health
care, we know, prevents bad health.



So, we can either pay a small amount of money for good health
care on the front end, or we can pay a large amount of money for
bad health on the other end.

Right now we are paying for a lot of bad health. I mean, people
who get sicker than they need to, they get to the doctors later,
whether it is kids or older people.

And if we can just back this thing up and concentrate on really
investing in our people in a humane sense, and even in a more eco-
nomically sensible way, we are going to have a stronger country
and we are going to have a country that feels better about itself,
feels more pulled together, where everybody feels like they are
more a part of the whole.

So, I think there is something in this that goes just beyond the
avoidance of disease. I think there is something in here about es-
tablishing the value of each person in our society.

And some kid who is out in a rural area of Arkansas or rural
area of Michigan who, today, is on nobody's radar screen is impor-
tant to our future, and ought to be on the radar screen.

It should not just be the children of the wealthy or the people
who were in good circumstances that are cared about and get all
the boost into life and forward that they do get.

So, I think that underneath this there is something quite fun-
damental about the future of the country, and it says something
about how we feel about our people.

So, I am encouraged by what you are doing in Arkansas and I
want to praise you for it. I appreciate the commitment that you are
making in that area.

Mr. HANLEY. Thank you.
Senator RIEGLE. Let me move now to Mr. Liu. Mr. Liu, we are

pleased to have you. We have introduced you, and we would like
your statement at this time.

STATEMENT OF JOSEPH LIU, SENIOR ASSOCIATE, CHILDREN'S
DEFENSE FUND, WASHINGTON, DC

Mr. Liu. Mr. Chairman, the Children's Defense Fund appreciates
this opportunity to testify before you today. CDF is a national pub-
lic charity that speaks to provide a strong and effective voice on be-
half of the needs of low-income, minority, and disabled children.

CDF applauds you, Mr. Chairman, for calling this hearing, and
for introducing S. 2116. S. 2116 would create a solid foundation on
which to rebuild the nation's immunization system.

We stand at the end of a 3-year-long measles epidemic that
struck tens of thousands of children, mostly pre-schoolers.

Yet, only a decade ago, we were on the verge of eradicating this
disease. rhe reasons why we have lost so much ground so quickly
must be examined if we are to avoid repeating this tragic lesson.

Key factors for the U.S. immunization decline have included sky-
rocketing vaccine costs; rising child and family poverty rates; inad-
equate access to health care; and under-funding of public health
programs.

Medicaid, the nation's safety net health program which should be
easing the immunization crisis, instead, is worsening the problems.



Despite the adequacy of pediatric payment requirements include
in OBRA-90, States continue to reimburse Medicaid providers only
a fraction of usual and reasonable fees.

Several States actually reimburse doctors for immunization serv-
ices at a rate less than the cost of the vaccine itself.

Senator RIEGLE. So, let me get that down and emphasize it. You
are saying that, in your analysis, in many States the reimburse-
ment rates under Medicaid are so low that not only the doctor does
not get paid anything for his services, but does not even get paid
an amount equal to the cost of the vaccine that he has to buy to
give the kid the shots. Is that right?

Mr. LtIu. In a couple of States, for instance, a measles vaccine,
a doctor has to pay $26 just to buy the vaccine. And then another
$10 for his time. Well, the State Medicaid program pays maybe $18
or $19.

Senator RIEGLE. It does not even pay the cost of the vaccine it-
self.

Mr. Lru. Right. So, the doctor has to subsidize a program just to
immunize a child.

Senator RIEGLE. I see.
Mr. Liu. The low Medicaid reimbursement rates lead to a series

of problems combined with generally depressed rates for primary
care services. Insufficient payment for immunizations can push a
pediatric provider out of the program completely, or, more com-
monly, the low payment levels lead doctors to simply refer Medic-
aid children over to a public clinic.

In Milwaukee, 86 percent of the pre-school measles cases were
among children entitled to Medicaid; in Los Angeles, the figure was
756percent; and in Dallas, 22 percent.

Contrary to the administration's claims, managed care programs
or coordinated care programs alone will not solve this problem in
Medicaid. Among commercial managed care programs, the evidence
suggests that immunization rates were not a whole lot better than
in fee-for-service settings.

But in the case of Medicaid managed care programs, the poten-
tial for under-service may worsen the problems. In Milwaukee's
measles outbreak, nearly all of the victims were young children en-
rolled in Medicaid managed care plans.

The plans were simply referring all of their enrolled children
over to a public clinic. And this is a program that Tina Nye imple-
mented herself when she was the Wisconsin Medicaid Director.

So, if there are problems in a plan that is put together by good
leadership, we are very concerned about what may happen if man-
aged care is loosened up nationally.

Senator RIEGLE. Tell me. Just take a minute. What was the
breakdown there? Why, after the children were referred over there,
did they not get the protection they needed?

Mr. Lu. Well, part of the problem is that the Milwaukee Health
Department was not getting reimbursed for the service because the
kids were in a managed care plan.

Senator RjEULE. I see.
Mr. LIu. So, their resources were over-taxed, they were not get-

ting Medicaid revenues for the immunizations they were providing



to Medicaid-covered children. So, kids had to wait, or were turned
away. And all of the problems-

Senator RIEGLE. They just fell through the cracks.
Mr. Liu. Exactly.
Senator RIEGLE. They just did not get protected, and, therefore,

they ended up with this measles epidemic.
Mr. Lu. Absolutely. And that is a problem we are concerned

about in other managed care settings as well. And I think Senator
Durenberger mentioned S. 2077, and we are looking for ways to
strengthen the link between immunizations and managed care pro-
grams and making sure that there are protections for beneficiaries
there.

Senator RIEGLE. Is that not another way of saying, though, that
Medicaid's EPSDT screening program, by itself, is not sufficient to
get the job done?

Mr. Liu. Absolutely. Every child enrolled in Medicaid is auto-
matically entitled to EPSDT services. The problem is not whether
they are "in EPSDT," the problem is whether the system is able to
deliver the services that families need.

Senator RIEGLE. That is right.
Mr. Liu. I just wanted to add a little bit on S. 2116.
Senator RIEGLE. Please, go ahead.
Mr. Liu. The act is very important because one of the things it

would do is re-orient Medicaid from just a payer of health services
to ensuring a more active role in making sure that families get the
care they need.

It would create a series of demonstration programs to lower the
cost of vaccines and would also create a nationwide immunization
survey to make sure that we will not get caught off-guard again by
another preventable epidemic like we were last time.

Senator RIEGLE. Yes.
Mr. Liu. Each day we delay an overhaul of State and national

vaccine programs and choose, instead, to blame and punish parents
for events far beyond their control, brings us a step closer to the
next epidemic.

This is a problem which both national, State, and local leaders
can tackle and beat today, leaving both children and our health
care budget better off.

Senator RIEGLE. Let me just ask you, before we move on. I am
old enough, and others would be, to remember the terrible trauma
of the polio outbreak we had in America, and the children that
were killed and died, and those that were crippled and disabled
from it.

Then, of course, we developed a vaccine, and we have the ability
with the vaccine to protect people against that. Would it not be fair
to assume, however, that if children are not getting the polio vac-
cine along with the other vaccines that at some point we could
have another outbreak? I mean, we have seen measles now have
a surge.

Is it not at least logical to assume that some other dread disease
like polio could also suddenly appear in a large number of cases?
Do we not run that risk if we do not have our children protected?



Mr. Liu. We have seen a high number of cases of disease like
rubella, mumps, pertussis, of Haemophilus Influenza B meningitis
among young children.

Polio is a very contagious disease, but we are less likely to have
the kind of major outbreak as we had with measles because our
water systems are good, we have clean water. It is a smaller prob-
lem. But, clearly, the potential exists.

Senator RIEGLE. What would be our major risk, as you would see
it, as you look across the range of diseases? Which diseases are out
there that might flare up that would create the greatest amount of
harm or life- threatening or permanent damage problems for chil-
dren?

Mr. Liu. Well, I think measles, though we have passed this epi-
demic, is simply going through a typical cycle where all of the at-
risk kids have gotten sick for the last 3 years, and so they are not
going to get sick again. They are immunized because they have
been sick.

Senator Ri F'GL. Right.
Mr. Liu. So, in another 2 or 3 years, the cycle is likely to begin

all over again.
Senator RIEGLE. It will repeat itself. Right.
Mr. Liu. Just because the numbers have come down now does

not mean the problem has gone away at all.
Senator RIEGLE. But beyond measles, what are the other ones

that are out there that are latent now that would really pose, per-
haps, the greatest risk if they went through one of these up cycles?

Mr. Ltu. Well, one of the scariest is the Haemophilus Influenza
B meningitis. That particularly strikes very young children and is
easily spread in settings like day care programs.

The numbers of cases are very, very high. And the danger is that
children suffer permanent brain damage from an episode of a dis-
ease that can be prevented by a simple immunization.

Senator RIEGLE. Let me just say, I very much appreciate the
work of the Children's Defense Fund. I appreciate your work and
that of your colleagues over a long stretch of time to frame these
questions and to try to help bring to light the facts that we need
to know.

It is an enormously important public service that is done there,
and I just appreciate it. I wanted to say so, and would like you to
carry that word back to your colleagues.

Mr. Liu. Thank you very much.
[The prepared statement of Mr. Liu appears in the appendix.]
Senator RIEGLE. Dr. Cox, let us go to you, next. Then we are

going to have Ms. Johnson bat cleanup here today, if you will.

STATEMENT OF ED COX, M.D., PRESIDENT, MICHIGAN CHAP.
TER, AMERICAN ACADEMY OF PEDIATRICS, GRAND RAPIDS,
MI
Dr. Cox. Thank you. Mr. Chairman, I am Ed Cox, a pediatrician

from Grand Rapids, and president of the Michigan Chapter of the
American Academy of Pediatrics.

I am here today representing 43 000 members of the academy
nationwide, as well as American children and families, all of whom
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are grateful to you for your longstanding leadership in maternal
and child health issues.

Mr. Chairman, your bill, the Comprehensive Child Health Immu-
nization Act, is an important first step towards a much-needed na-
tional childhood immunization policy.

This committee is well aware of the effectiveness of preventive
health care, particularly immunizations. Yet, despite having this
knowledge and the means to prevent a growing number of serious
childhood illnesses, preventable diseases are on the tip-e in virtually
every State in this country.

In Michigan in 1990, as you mentioned, a 12-year-old girl died
from measles; the first measles death we have had in more than
a decade. Her death, and the more than 61 measles-related deaths,
and tens of thousands of cases nationwide in 1991, are an unneces-
sary national tragedy.

In spite of our best intentions, our childhood immunization pro-
gram is failing too many children whose access to vaccines has
been compromised.

Particularly vulnerable children include those who are uninsured
or underinsured, those who live in inner cities or rural areas, and
many of those who live in middle-class families now in economic
distress.

We see these children daily in the upper peninsula of Michigan
where, by all socioeconomic standards, many families live in condi-
tions worse than Appalachia.

The system failed that Michigan child who died, and continues
to fail all children who are denied immunizations. S. 2116 offers
promising solutions to some of the most pressing immunization
problems.

However, the academy would urge that the committee go even
further. While we appreciate the budgetary constraints that tend
to stymie bold initiatives, the efforts you describe do not nec-
essarily need further study through limited demonstration projects.

Rather, these project ideas should formulate the basis of a na-
tional childhood immunization program which we sorely lack. In
my remarks today I would like to concentrate on three areas we
feel are essential to implementing a successful nationwide immuni-
zation policy.

First, the need for improved enrollment and referral procedures.
Second, the development of a nationwide registry and tracking sys-
temn. And, third, the need to remove existing financial and system
barriers which keep too many kids from being immunized.

Organized, consistent outreach and referral to, and among, ap-
propriate public and private programs and services is essential to
assuring a fully immunized population.

Most States' mandatory requirement that children be immunized
before school entry has been quite effective, but rates among pre-
school children, the time when immunization is, perhaps, most cru-
cial, reveal that U.S. lags behind European rates by as much as 50
percent.

Low immunization rates suggest that our children are not only
vulnerable to preventable infections, but that many are not receiv-
ing other forms of preventive health care.



S. 2116 provides for central linkages among various programs for
the pre-school population, including AFDC, Maternal and Child
Health programs, WIC, and Child Care.

At relatively low cost, a child's immunization status can be deter-
mined, information provided to parents, and referrals made to fa-
cilitate immunizations.

However, even if we significantly strengthen cur outreach capa-
bilities, we will not be successful in immunizing all pre-school chil-
dren if we do not have in place an effective nationwide registry and
tracking system. A common record-keeping system is a must, given
the mobility of our population.

We would urge that you go beyond the provisions of S. 2116 for
limited demonstration grants to States and go immediately to the
institution of a national system.

Most European countries have tracking systems that begin at
birth and are designed to assure continuing participation of the in-
fant in one or more systems of health care.

Nearly all U.S. children are born in hospitals or birthing centers
and all are registered with official State agencies when birth cer-
tificates are filed. If all newborns could be issued a Social Security
number at birth, immunizations could be tracked through that
number.

Providers would need to enter appropriate information into a
State data bank on immunizations administered; likewise, at vir-
tually any clinic or office site a provider could access this number
to determine a child's immunization status to assure age-appro-
priate immunizations.

The cost of vaccines remains a formidable barrier for many fami-
lies, whether they receive their immunizations in a private physi-
cian office or public clinic.

Purchase costs for vaccines in the private sector are approxi-
mately double the costs for the salne vaccine doses in the public
sector. Oral polio vaccine costs three times more in the private sec-
tor.

For example, in Michigan a single dose of the MMR vaccine costs
$15.33 in the public sector. The same vaccine would cost me any-
where from $26 to $29 in the private sector.

For the Hib vaccine, the Michigan public sector price is $14, and
the private sector price is more than $28. Ironically, this high cost
of vaccines in the private sector is having a direct impact on the
already scarce public resources.

Because immunizations are generally not covered by health in-
surance, they must be paid "out-of-pocket" by parents. Financially
strapped young families are increasingly turning to public clinics
for immunizations, clinics that are not adequately funded nor
staffed to meet this increased demand.

Vaccine costs are also having a negative impact on this commit-
tee's tireless efforts to improve Medicaid coverage and eligibility.
While many Medicaid-eligible children now have what we call a
"medical home" in the private sector, that is, an ongoing, com-
prehensive source of medical care, the high cost of immunizations
forces referral of children to public clinics for their immunizations,
thus fragmenting care and frustrating recordkeeping. Sometimes



there are delays in their receiving necessary immunizations, and
sometimes they do not make it to the qinic at all.

In a recent survey of all 2-year-olds in our clinic, the number one
reason for incomplete immunization was the simple fact that the
parent had not brought the child back since the 2-month preventive
health visit.

Even though Medicaid is one of the few health insurance pro-
grams that covers immunizations, in many States the program's
payment for immunizations often falls short of provider costs,
erecting another immunization barrier.

The Michigan Medicaid program referred to earlier, for example,
will reimburse private physicians for the purchase cost of vaccines
for children on Medicaid.

However, to be reimbursed, a physician must fill out paper work
with data, including the name of the patient, the date, the type of
the vaccine being administered, the nranufacturer, the lot number,
and the dose given.

This information is then submitted to Medicaid, which may send
it back for clarification or revision before final payment is received.
Requiring this extensive documentation increases the expense to
the private sector beyond its ability to be efficient. Thus, referrals
to overburdened public clinics continue.

Although we now have public policies in place that recommend
new vaccines and vaccine schedules, children dependent on public
clinics are often denied a second MMR, or protection from meningi-
tis or Hepatitis B because they simply are not, available in public
clinics due to funding constraints.

Senator RIEGiE. Now, wait. Let me just stop you there. This is
very important testimony. You are saying some of these vaccines
against some of the worst diseases, because they are expensive, are
not even available through the public health clinics.

Dr. Cox. In certain States, that is true.
Senator RIEGLE. Do you know which ones that might be?
Dr. Cox. I do not have that information, but I am sure we can

get that for you.
Senator RIorF.. Would you, plea? I mean, that is another

shocking fact. It is tough enough to try to get through all of these
other problems.

[The information was not received at press time.]
Senator RIEGLE. But if, in fact, somebody shows up at a public

health location to get a vaccine against Hepatitis or the other ones
),ou mentioned and there is not a vaccine there in some States, you

now, that is the final breakdown of the system, if you will. And
I find that very troubling. I would like to know where the evidence
would suggest that that is occurring.

Dr. Cox. Well, for instance, in Grand Rapids, we recently had a
meeting of the health department and the pediatricians in all three
hospitals that care for children to try to find out how we are going
to efficiently immunize children against Hepatitis B.

And although the science is there to do this, to make sure that
children are protected against Hepatitis B, the number one concern
was money, and who was going to pay for the vaccine. Tiis is a
reasonably expensive vaccine compared to some of the others, and
it was the major barrier.



Senator RIEGLE. What does that shot cost? I mean, what does
just the vaccine cost?

Dr. Cox. Well, one shot of the vaccine-the cost to the provider
is $10.42. But to be immunized, the child needs to have three sepa-
rate shots. So, that would be approximately $32.60.

Senator RIEGILE. Ad they have got to come back then. They have
got to come three different times in order to do this.

Dr. Cox. Right. And, of course, that is the other problem, because
some of these kids are lost to follow-up and never do receive the
second or third dose.

Senator RIEGLE. Well, I want to work with you on that, and the
others in Grand Rapids and throughout Michigan that are trying
to solve this problem on Hepatitis B. Because, one way or another,
we have got to find an answer to that problem.

So, I would like to work with you to see if we can do that. I am
going to have Debbie Chang, on my staff, follow up to see how we
go about getting a system in place. Now, I am interested in a na-
tional system, but I do not want to see a shortfall occurring in
Michigan.

Dr. Cox. Well, we congratulate you on the provisions within S.
2116 which provide for innovative vaccine purchasing plans. State-
purchased vaccines would be provided to private physicians who
would give the vaccines at a minimal administration charge.

The academy developed model State legislation similar to this
section of S. 2116, which now has been adopted in 10 States, with
action pending in several other States, including New York.

I would conclude by reiterating our support for S. 2116 as a first
step toward a much-needed national childhood immunization policy
that could certainly be implemented by taking into consideration
the academy recommendations I have just outlined.

Ideally, all children, regardless of family income or geographic lo-
cation, should have access to basic preventive health care. As this
country debates national health care reform, we can do no less
than insist that these services be assured for all American children.
Thank you.

Senator RiEGLE. Thank yolu very much. I think that is very im-
portant testimony. We are going to follow up with you on both the
Federal and the State level with respect to that.

[The prepared statement of Dr. Cox appears in the appendix.]
Senator RIEGLE. Ms. Johnlon, we are very pleased to have you.

And, also, your leadership with the March of Dimes Birth Defects
Foundation, and also your membership on the National Vaccine
Advisory Committee, I think, equip you to really help us to under-
stand what we ought to be doing here. We would be very pleased
to hear from you now.

STATEMENT OF KAY JOHNSON, M.P.H., DIRECTOR, POLICY
AND GOVERNMENT AFFAIRS, MARCH OF DIMES BIRTH DE-
FECTS FOUNDATION, ANA) MEMBER, NATIONAL VACCINE AD.
VISORY COMMITTEE, WA*HINGTON, DC

Ms. JOHNSON. Mr. Chairnian, on behalf of the March of Dimes,
I want to thank you for the opportunit to testify today regarding
immunizations and their impact oi the health of children.



Of course, the history of the March of Dimes, particularly our in-
volvement with polio and rubella vaccines, does not allow us to for-
get how important vaccines are as a tool in improving child health.

Our current mission is to improve the health and survival of ba-
bies, and that brings us right back into looking at the crux. of the
problem in immunization today-that is our failure to immunize
infants on schedule.

As a member of the National Vaccine Advisory Committee, I
want to commend you for holding this hearing today to focus atten-
tion on childhood immunization and its relationship to Medicaid.

I also want to commend you on introducing S. 2116 to look com-
prehensively at. this issue. Through my work at the Children's De-
fense Fund, at the March of Dimes, and in other locations I have
had an opportunity to work with this committee, and with your of-
fice and your staff in particular. We welcome the opportunity to
have your vision and your leadership on the issue of immunization.

I have submitted my full statement for the record, but I want to
summarize my testimony which emphasizes three points. First,
that immunizations should be a priority on the Federal agenda.

Second, that there is a need to strengthen and improve the na-
tion's immunization system and to protect all of our children
against vaccine-preventable diseases.

Third, that Congress should give attention to this issue and to
some of the recently released plans and recommendations for action
in particular, the Finance Committee needs to tune in on those rec-
ommendations related to Medicaid and to other programs in its ju-
risdiction.

Why should immunizations be a Federal priority? Because vac-
cines are the most important prevention tool we have in our health
armamentarium. If we do not use them well, we miss the oppor-
tunity to save $10 for every one that we invest. We know that vac-
cines have saved billions of dollars and millions of children's lives
in this country alone, and we cannot afford to miss any more of
those opportunities.

We also know that failure to vaccinate children leads to disease
outbreaks. The National Vaccine Advisory Committee reported on
the measles e pideinic which led to over 27,000 cases of measles,
and over 70 deaths. The committee concluded that the principle
cause for the epidemic is failure to deliver vaccine on schedule to
pre-school aged children.

Our evidence indicates that many of those children who do not
receive vaccines on schedule are eligible or enrolled in Medicaid or
they are seen in Title V funded clinics, and that there are missed
opportunities when those children who do not have health insur-
ance to pay for the care are referred out of their private physician's
office for immunizations.

The financing of immunization services has become very impor-
tant as access to health care overall has become a more important
issue to children. This is true because health care is now more ex-
pensive, and vaccines are more expensive. Therefore, what we used
to think of as something that parents could afford to pay for out-
of-pocket we no longer can take for granted in that way. And we
have this growing debate over how we are going to finance-



Senator RtmGLE. Let me just stop you there, because I think this
is another point that has not really been made yet this morning
forcefully,

And that is, that as the cost of these vaccinations are going up
for families, and as more and more families are sliding backward
in terms of their disposable income, and the national income data
show that, it is partly unemployment, it is partly that higher-in-
come jobs are disappearing and lower-income jobs are taking their
place.

But as families go through this backward slide in income, coming
up with the money to pay for a more expensive vaccination is be-
coming a major economic problem for many, many families. I just
know too many cases of people that are trading off health care with
some other urgent bill in the family budget.

So, immunizations, I think, if they are going to cost $20, $25, or
$30 to go and get them for families, it may well be postponed sim-
ply as a matter of economic pressure.

Ms. JOHNSON. Clearly, they will. I happen to know that is true
in some of our larger cities. Here in Washington, DC, I know is a
specific example where we have people working in clerical and sup-
port positions in offices all over this city. Many of them do not have
ealth insurance for their children, or, if they do, we know that 50

percent of employer-based private plans do not cover immunization.
For those families, taking a toddler to the doctor to get that im-

munization is not a $25 proposition, it is a proposition of between
$75 and $100 for the visit. We know that people do not have that
kind of money out-of-pocket.

So, it is a symptom of what has gone wrong overall in the health
care financing system, how we have not invested in prevention and
how we have not provided families with the kind of coverage that
they need for their children.

So, as the Finance Committee looks overall at the issue of how
are we going to recreate the health care system, we need to think
about some of the special issues that relate to mothers and chil-
dren.

Thinking for a moment about Medicaid and childhood immuniza-
tion reforms, the members of the Finance Committee, and of this
subcommittee in particular, know well that since 1984 Medicaid
and its child health component, EPSDT, have been restructured.
This occurred as a result of congressional action and leadership of
many of the members of this committee.

As a result, we now have one-third of all pre-school children eli-
gible for Medicaid. That is one-third of the population we are trying
to reach whose health care should be financed through the Medic-
aid program, whose immunizations should be financed through the
Medicaid program. That means that how Medicaid responds to this
problem is absolutely critical.

I have had an opportunity to work with Ray Hanley and with
Governor Clinton in Arkansas. They are doing remarkable things
with their Medicaid program. They have really exercised leader-
ship. That does not mean that that is going on in every State In
the country.

Senator RIEGLE. Right.



Ms. JOHNSON. And Joe Liu's work testifies to that. You have
heard about other studies, today, including the work of the GAO,
trying to determine precisely what is going on with State Medicaid
programs.

We know that we have basically three problems. One is failure
to reimburse for recommended vaccines. The second is failure to
pay adequately for immunizations as a service, both the vaccine
and the overhead costs. The third is having mechanisms to get the
lowest-price vaccine to that private provider who wants to see a
Medicaid child, or is willing to, if they are treated fairly.

I have five recommendations for action in Medicaid. First, that
Federal law should require establishment of Medicaid provider vac-
cine distributions. It is very clear they are going to save money by
doing it; you have heard the GAO figures here today.

Second, in order for Medicaid immunization policy to be well-im-
plemented in every State, we need leadership from the Congress
and the Health Care Financing Administration to communicate to
every State what its roles and responsibilities are, and particularly
to underscore that they need to cover all of the recommended vac-
cines-many States are not covering the meningitis or the Hepa-
titis B vaccie--and that they need to reimburse for both the cost
and the overhead cost for delivering that vaccine.

The third area is to ensure the capacity of provider reimburse-
ments and the adequacy thereof. The Secretary already has respon-
sibility for looking at the adequacy of pediatric payment rates. We
recommend that they look at the subset of immunization rates as
a part of that review.

Outreach and enrollment initiatives are essential and having a
major nationwide campaign that is the responsibility of the Sec-
retary would get us a long way toward getting eligible children,
that one-third of the pre-school population, into Medicaid for not
only immunization, but all of the other services that they need.

And, finally, we need more data. You asked some very pertinent
questions of the GAO staff who were here today about how easy
it was to figure out what was going on. We could have some dem-
onstration projects looking just at Medicaid, but we also know that
there is a bigger picture.

There are six other areas that I think are of interest to the Fi-
nance Committee. Several of these have really been addressed well
in S. 2116, which aims very broadly and takes a comprehensive
view.

One, we need to have any health care reform plan ensure an ade-
quate supply of vaccines and a way to pay for the service.

Two, we need to be sure that Federal support is there for pro-
grams that make clinic services available where there are no doc-
tors, and that can be done primarily through the Title V Maternal
and Child Health Block Grant program, under the jurisdiction of
this committee.

Three, we need coordination among public assistance programs
that is encouraged, but no child should be denied nutrition, health,
or other basic supports because of their immunization status.
AFDC and WIC are not the same as universal schools. We all know
families already have a hard time getting into public assistance
programs.



Four, we need planning for a national immunization registry sys-
tem. This is an area where I have been working intensively, and
I really am pleased to see your leadership on this.

Five, we need to ensure the safety, efficacy, and of availability
vaccines so that we protect the public trust in our vaccine system,
and that is ensured through the coordination of the National Vac-
cine Program.

Six, and, finally, we need to protect the integrity of our National
vaccine injury compensation program. We have an excise tax being
collected for this compensation fund so that we protect providers,
families, and manufacturers so as not drive them out of the system
and allow the vaccine system to collapse under fear of liability.

I thank you for the opportunity to address you today.
[The prepared statement of Ms. Johnson appears in the appen-

dix.]
Senator RTEGLE. Thank you. Those are really very important rec-

ommendations, and I so applaud the work that you and your col-
leagues are doing and the recommendations you have made. We
are determined to press forward here.

Do you know offhand, if we were producing more vaccine-in
other words, if one assumes that we have got all these children out
there not getting the vaccines, we are probably producing an
amount that is something close to what we are actually giving in
the way of inoculations.

So, in effect, if we were to expand this supply in order to make
sure that we had enough to treat all of the rest of the children we
are now missing, does the cost of the vaccine drop?

Or if the vaccine makers were going to produce 50 percent more
vaccine than they are now making, does that bring down their unit
cost, or does it stay relatively flat.

Ms. JOHNSON. This is a very interesting question, and it is one
that the National Vaccine Advisory Committee took a long, hard
look at. Essentially, we have an adequate supply of vaccine being
produced, and the number of doses would not necessarily change
in a year.

What we have is a situation where we are taking a child that
should have been immunized at one and a half, and we are running
an August kindergarten round-up and running them through right
before they go into kindergarten at 4/2. So, the vaccine is being
given 3 years later than it should have been given.

Senator RIEGLE. So, we use up the vaccine.
Ms. JOHNSON. Right.
Senator RIEGLE. But we are just not getting it in them at the

point of time when they really need to get it.
Ms. JOHNSON. Exactly. So, we sort of have a stable market for

our vaccines. It really is an important issue when we look at how
they are priced. We have a stable market, and we have a limited
market. We have roughly four million births.

Senator RIEGLE. Right.
Ms. JOHNSON. That is about how many vaccines there are, multi-

plied by three, if it is a three-dose series the first year, and so on.
Senator RIEGLE. Right. Right.



Ms. JOHNSON. But we also have the situation where, when we
look at that market, we have to remember that we guarantee a
market for that product for the vaccine manufacturers.

Senator RIEGIE. Right.
Ms. JOHNSON. And that right now the States and the Federal

Government pay for half of all of the doses that are purchased.
Therefore, when we look at pricing we have to say not only what
is the size of the market and what is the stability of the market,
but who is paying, and how much income is guaranteed on that
share of the product market.

Senator RIEGLE. It seems to me that in something as fundamen-
tal as this where the science now exists-I mean, the scientific
breakthroughs are sort of behind us. We know how to make the
vaccines, it is pretty simple to put the vaccine in the child in terms
of once we have got the right child, the right time, and the right
dose, boom.

It seems to me that what we ought to do now is take and get
to a uniform buying and pricing system. We ought to get these
costs down to absolute rock bottom, and they ought to be spread
across society in such a way that a private physician in Grand Rap-
ids or somewhere else, that that provider is getting the rock bottom
price just as the government entities that are buying larger quan-
tities and shipping it out.

I mean, we should not have these variations. I mean, that does
not really make sense, I do not think, in a situation like this, which
is so fundamental to the well-being of the country.

I mean, this has to do with whether kids live, whether they are
well -and-healthy, and- whether we avoid alot of expense and a lot
of heartache. I mean, this is about as basic as you get in our soci-
ety.

It is like food, only it is, in some respects, more important, be-
cause if you get a terrible illness that is a life-threatening illness
or a disabling illness, you know, you cannot go back and undo the
damage and it is an horrendous consequence.

So, it seems to me, I want to take all of the recommendations you
have developed on both lists that you cited and work them through
and see what we can use here.

1 want to again say, Senator Bond, who is my lead co-sponsor on
the Republican side, was unable to be heie today because he had
to be in his home State of Missouri. But he has been a real leader
in this area; feels very strongly about it. And I appreciate his lead-
ership.

So, I think this is one issue where we need to work together and
are working together to get a much stronger plan in place and
strategy in place. I am confident that we can pay for it. We are
paying for it now, anyway. We are more than paying for it by not
doing it.

We end up paying this much money in extra costs and unneces-
sary costs and heartache and suffering when, ifwe back up and get
these immunizations out there to these little tots when they need
it, we spend far less money and we come out better off as a coun-
try.



So, this is a way to save money. Because we are going to spend
it one way or another. We can either wait and spend this much,
or we can move in early and only spend this much.

Ms. JOHNSON. Senator, what is particularly exciting about this
hearing today is that we need this committee to come together with
the Labor Committee to come up with a strategy if we are going
to get to a system that looks like universal purchase and if we are
going to include the appropriate recommendations in health care
reform.

Senator RIEGLE. Right.
Ms. JOHNSON. And as well we are spending money that we do

not need to spend on vaccines, we are spending money that we do
not need to spend on inefficient surveillance systems when we
could have a national registry, and we clearly are spending money
through fragmented hea th care systems and paying this and that
for Medicaid when we could be much more efficiently spending
money all the way across the board.

Senator RIEGLE. Well, I am going to talk to Senator Hatch, who
is the Ranking Minority Member on the Labor and Human Re-
sources Committee who now serves on this committee. So, that pro-
vides a cross-connect here.

Also, Senator Kennedy, I know, has a keen interest in this area
and I am going to talk with him about it. But there is every reason
to work this out between the two committees.

But this has been very helpful today. I want to thank you all
very much for your testimony and urge you to continue to press
ahead. I mean, we are going to mount this effort here.

As long as I think we continue to work closely together, I think
we are going to be able to get this done. Thank you very much. The
committee stands in recess.

[Whereupon, the hearing was concluded at 11:30 a.m.]





APPENDIX

ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF EDWARD 0. COX

Mr. Chairman, members of the committee, I am Ed Cox, M.D., a pediatrician from
Grand Rapids and President of the Michigan Chapter of the American Academy of
Pediatrics. I am here today representing 43,000 members of the Academy as well
as American children and families, all of whom are grateful to you for your long-
standing leadership in maternal and child health issues.

Mr. Chairman, your bill, the "Comprehensive Child Health Immunization Act," is
right on target. This Committee is well aware of the effectiveness of preventive
health care, particularly immunizations. Yet, despite having this knowledge and the
means to prevent a growing number of serious childhood illnesses, preventable dis-
eases are on the rise in virtually every state in this country. In Michigan in 1990
a 12-year-old girl died from measles--the first measles death we have had in more
than a decade. Her death and the hundreds of other measles cases in Michigan are
unnecessary tragedies.

The United States today firds itself tangled in a web of improved technology
which has produced new vaccines, of inadequate public and private resources, and
of outbreaks of preventable diseases. In spite of our collective best intentions, our
childhood immunization program is failing children whose access to vaccines has
been compromised.

Particularly vulnerable children include those who are uninsured or
underinsured, those who live in inner cities or rural areas and many of those who
live in middle class families now in economic distress. We see these children daily
in the upper peninsula of Michigan where by all socioeconomic standards, many
families live in conditions worse than ippaachi a. The system failed that Michigan
child who died and continues to fail all children who are denied immunizations.

S. 2116 effectively says "no" to more compromises where our children are con-
cerned and offers promising solutions to some of our most pressing problems. The
Academy would urge that the Committee go even further. While we appreciate the
budgetary constraints that tend to cloud bold initiatives, the initiatives you describe
don't necessarily need further study through limited demonstration projects. Rather,
these project ideas should formulate the brsis of a national childhood immunization
program which we sorely lack. We know what to do. It's a national shame in which
we all share the responsibility if we don't act now.

In my remarks today, I would like to address the following areas: (1) the need
for improved enrollment and referral procedures; (2) the development of a nation-
wide registry and tracking a stem; and, (3) the barriers to the implementation of
infant immunization plans. AI of these areas are critical to the succetis of a com-
prehensive program that will necessitate the commitment and involvement of both
the publi,. and private sectors.

ENROLIMENT/REFERRAL

Most states' mandatory requirement that children be immunized before school
entry has been quite effective, yielding about a 98 percent compliance-rate. But data
on immunization rates among preschool children-the time when immunization is
perhaps mo !irucial-reveal that U.S. rates lag behind European rates by as much
as 60 percen. Failed immunization rates suggest that our children are not oly vul.
nerable to preventable infections, but that many are not receiving other forms of
well-child care such as developmental assessment and anticipatory guidance.

(41)
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Our lack of an overall child health policy has yielded a patchwork of programs
for our preschoolers that fails to reinforce, or even emphasize, the importance of
age-appropt iate immunizations.

We are paying a high price for d. dining and/or incomplete immunization rates.
In 1989 there were more than 16,000 cases of measles in the United States with
41 deaths. Measles case numbers rose in 1990 to more than 25,000. Forty-six per-
cent of the cases were in unimmunized preschool children. In 1991, there were more
than 60 measles deaths nationwide. In Michigan alone, measles cases rose from 359
in 1989 to 478 in 1990. Fortunately in Michigan, we were able to reduce measles
cases to less than 50 in 1991, due to an aggressive immunization push and the sec-
ond measles dose initiative.

The Centers for Disease Control (CDC) has also reported more than a three-fold
increase in the number of cases of rubella in 1990 as compared with 1989. In Michi-
gan, rubella cases umped from a sin le case in 1989 to 25 cases in 1991-the larg-
est number of rubei la cases since 198c.s

Pertussis cases have increased 17 percent nationwide, with rates highest in chil-
dren under one year of age.

S. 2116 provides for important linkages among various programs for the preschool
population, including AFDC, maternal and child health programs, WIC and child
care. At relatively low cost, a child's immunization status can be determined, infor-
mation provided to parents and referrals made to facilitate immunizations. On-site
providers of well-child care and immunizations should also be considered a viable
option.

REGISTRY AND 1tRACKING

Even if we significantly strengthen our outreach capabilities, we will not be suc-
cessful in immunizing all preschool children if we do not have in place an effective
nationwide registry and tracking system. We would urge that you go beyond the
provisions of S. 2116 for limited demonstration grants to states and go immediately
to the institution of a national system. A common record-keeping system is a mus
given the mobility of our population. It is here that we need to utilize the record-
keeping experience of pub ic programs, such as Medicaid and Maternal and Child
Health, to record and track the immunization status of all children.

Most European countries have tracking systems that begin at birth and are de-
signed to assure continuing participation of the infant in one or more systems of
health care. We now have the motivation and opportunity to do so in the United
States.

Nearly all U.S. children are born in hospitals or birthing center and all are reg-
istered with official state agencies when birth certificates are filed. We also now
have in place a new CDC policy recommending immunization of all newborn3 with
the Hepatitis B vaccine in the cirst few days of life. If all newborns could be issued
a social security number at birth, immunizations could be tracked through that
number. Providers would need to enter appropriate information into a state data
bank on immunizations administered; likewise, at virtually any clinic or office site,
a provider could access this number to determine a child's immunization status to
assure age-appropriate immunizations.

BARRIERS

While our childhood immiuization program is the most cost-effective health pro-
gram we have, cost remains a formidable barrier for many families either directly
or indirectly. Ironically, the cost of vaccines in the private sector is having an enor-
mous impact on already scarce public resources.

Purchase costs for vaccines in the private sector are approximately double the
costs for the same vaccine doses in the public sector. Oral polio vaccine costs three
times more in the private sector.

For example, in Michigan a single dose of the MMR vaccine costs $15.33 in the
public sector and anywhere from $26 to $29 dollars to the private sector. For the
lib vaccine, the Michigan public sector price is $12.60-$14 and the private sector

price is more than $28. In the private sector a $6-$10 administration fee is usually
added to cover office overhead.

Since immunizations are generally not covered by health insurance, they must be
aid out-of-pocket, causing financial hardship to many working and middle class

Families. For immunizations, these families are increasingly turning to public clin-
ics, which are not adequately funded or staffed to meet this increased demand.

Vaccine costs are also having a negative impact on this Committee's tireless ef-
forts to improve Medicaid coverage and eligibility. While many Medicaid-eligible
children now have what we call a medical home in the private sector-an ongoing,



comprehensive source of medical care-the high cost of immunizations often forces
referrals of these children to public clinics for their immunidxations. This has only
served to fragment care for these families and frustrate record keeping and timely
immunizations.

Medicaid is one of the few health insurance programs that covers immunizations,
yet Medicaid does not cover all eligible children. Even for those it does cover, the
program's payment for immunizations often falls short of provider costs.

The Michigan Medicaid program, for example, will reimburse private physicians
for the purchase cost of vaccines for children on Medicaid. However, to be reim-
bursed a physician must fill out paperwork-in triplicate-with data including the
name of the patient, the date, the type of vaccine being administered, the ianufac-
turer, the lot number, the dose and the unit. Then this paperwork must be submit-
ted in the hope that it just might be processed in a timely manner.

Requiring this extensive documentation increases the expense to the private sec-
tor beyond its ability to be efficient. And thus referrals to overburden, ed public Ain-
ics continue.

We now have public policies in place that recommend new vaccines and vaccine
schedules, yet public clinics do not have the funds to comply, largely due to the lack
of adequate funding to meet the demand. Across this country this means that many
children are denied a second MMU or protection from meningitis and Hepatitis B

- vaccines that are simply not available for children dependent on public pro-
grams.

Clinics, particularly in inner cities and rural communities, raise additional access
barriers to families seeking immunizations for their children. These include: limited
hours (no evening/weekend appointment hours) due largely to staffing constraints,
long waiting times both on site md for appointments, and additional leave time
from employment for the parents). The irony is that the private sector has removed
many of these barriers through extended office hours and more efficient scheduling
of appointments. However, there remains the much higher cost for the vaccine to
families due to pricing policies.

S. 2116 provides for innovative vaccine purchasing plans to meet the needs of the
childhood population. State-purchased vaccines wouldbe provided to private physi-
cians who would give the vaccines at a minimal administration charge. No child,
therefore, would be denied immunizations due to the family's inability to pay. The
Academy developed model state legislation similar to this section of S. 2116 which
has now been adopted in ten states, with action pending in several other states, in-
cluding New York.

CONCLUS ION

S. 2116 provides some of the solutions to the immunization crisis currently facing
the United States. However, the ultimate solution would be a national childhood im-
munization program incorporating these additional initiatives recommended by the
American Academy of Pediatrics. Ideally, all children, regardless of family income
or geographic location, should have access to basic preventive health care. As this
country debates national health care system reform, we can do no less than insist
that these services be assured for all American children.

Thank you.

PREPARED STATEMENT OF RAY HANLEY

INTRODUCTION

Mr. Chairman, members of the Subcommittee, I am Ray Hanley, the Arkansas
Medicaid Director and Chairman of the State Medicaid Directors' Association
(SMDA), an affiliate of the American Public Welfare Association. I appreciate the
opportunity to speak with you today about the Comprehensive Child Health Immu-
nization Act, (S. 2116) introduced by Senator Riegle. I would like to address some
of the specifics of the legislation from the state Medicaid perspective, and will there-
fore limit my comments to the Medicaid provisions. Further, I would like to take
this opportunity to talk about state efforts in the area ,f universal distribution and
vaccine replacement because there is a growing congressional interest in these pro-
i rams. Maternal and child health has become a top priority of states and Congress
in recent years and immunizations are vital to promoting the health of low income
children served by the Medicaid program. My comments are in this contest.
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COMMENTS ON S. 2116

Eyirollnment-In general, the legislation does not seem to specify whether outreach
activities, conducted at the point of Medicaid and AFDC eligibiity determintions
and redetermination, are to focus on the all a pplicants including the elderly, or
whether the focus is only on children. This could be an important distinction to be
made since the elderly are indeed vaccinated against the flu and other illnesses. The
focus of the enrollment outreach prograw--whether it is broad or narrow-has sig-
nificant implications for state administration. Lengthening the time it takes to
make a determination of individual or family eligibility, and possibly modifying all
the various Medicaid application forms to accommodate the requirements of the leg-
islation, will have sta ifng and resource implications for states. We all know that
both funds and personnel are in short supply.

I also believe that the legislation's requirement for aggressive immunization out-
reach should be considered in the contest of the need to enroll a child in the Early,
Periodic, Screening, Diagnosis and Treatment (EPSDT) program at the point the efi-
gibility application is taken. States have focused on EPSDT enrollment as a high
priority. Because timely immunization is an important. part of the preventive part
of EPSOT along" with periodic screenings, it is possible to view enrollment and care
in EPSDT' as a higher priority than the immunization history alone. It may be bet-
ter for children's health in the long run to allow states to continue to place the high-
est priority on EPSDT enrollment and let immunizations be subsumed under this
program as is now the case.

Theiore is also the issue of how the immunization-related questions required by this
legislation would affect state efforts to streamline eligibility determinations. in re-
cent years states have sought to shorten the application form because lengthy forms,
regardless of the content, are often barriers to enrollment. Adding more questions,
however well intended, is at odds with current state and federal policy direction. It
is also important to know whether full and accurate responses to questions about
a child's inummnization status are to be a condition of eligibility and what effect such
requirements will have on enrollment and staff time.

It is important to be clear about what is to be done with this information after
it is collected be the eligibility worker. If the state operates a Medicaid coordinated
care program where the client must choose from a specific group of providers and
make that choice known to the state, then providing this information to the client's
physician makes sense and the information can be useful. In a normal fee-for-serv-
ice pro$r.im, however, no specific physician or clinic is designated to receive this in-
formation. If this information is not provided to the client's physician, then using
this information becomes more problematic, unless there is a registry outside the
Medicaid Management Information System. It is very difficult for state administra-
tors when various provisions of Medicaid statute and policy require actions that are
seemigly at odds.

EPSDT Outreach and Reporting--qState Medicaid agencies are concerned about
the legislation's requirement that states aggressively pursue parents regarding the
immunization status of their children. State agencies are currently working hard to
implement the 1989 EPSDT mandates, which obviously include outreach so that
states can meet the new EPSDT participation goals for child screening and preven-
tive care. Because EPSDT is such a high priority, we believe that outreach concern-
ing immunizations should be integrated into the overall EPSI)T outreach/participa-
tion functions, rather than structuring legislation to create a new, separate, and
narrowly focused outreach effort. If an EPSDT program is working properly, and
state agencies aid providers are coordinated, appropriate immunization will result.
The problem, of course, is that no system is perfect. There are many problems in
the general coordination of public and public/private systems of health care for low-
income children, many of which the Medicaid program alone cannot surmount. De-
spite the question of how well current systems work, the point is that states are
trying to make them work better. We hope that federal legislation will support the
overall trend toward integrated outreach and service delivery to facilitate greater
use of the health care system by poor children.

With regard to tracking Medicaid child iirmnuizations, the SMDA has requested
that the Health Care Financing Administration (HCFA) redesign the EPSDT enroll-
ment and service delivery report so that immunizations can be tracked and reported
separately from screening services. Given that states have already made this re-
quest, we support the provision in the bill for improved reporting and tracking. De-
spite the desire to separately track immunizations, state experience has shown that
this is difficult for a variety of reasons. Because of the peculiarities of the Medicaid
program and the interaction between Medicaid and other health programs, Medic-
aid-covered childhood immunizations are undercounted in some states, leading to in-



correct information on the number of vaccines administered through the Medicaid
program.

States have problems trackiiig information from hospitals, public health providers
and mobile units, especially when vaccines are provided free of charge and Medicaid
is not billed. Given the high cost of vaccines, many private providers refer clients
(both private pa and Medicaid) to the public system for vaccinations. Further, most
states have not yet developed a common computer system to link health screenings
and vaccine referrals to the actual administration of immunizations. Finally, the
majority of states do not require specific procedure code information from public pro-
viders when those providers are paid an overall encounter rate for a visit (a common
reimbursement methodology for a variety of clinic settings). States are working on
solutions to these problems. States, with Medicaid's assistance, are working to es-
tablish immunization tracking systems. On behalf of the SMDA I am working with
the Robert Wood Johnson Foundation to provide grants that will assist states in de-
velopment of tracking systems. The response from states for the grants has been
tremendous-over 200 applications from state and local health organizations.

Greater involvement of private providers, as envisioned in the Riegle bill, would
also help in tracking immunizations. Nevertheless, some state experience indicates
that supplying physicians with low cost vaccines is not the complete solution to the
problem. In Arkansas, we are currently installing a state of the art, point of sale,
electronic billing system that will verify eligibility, edit and submit clhums, all with-
in 20 seconds or less. We believe this type of system will encourage greater private
physician participation in the program We are also exploring a modem hook-up to
transmit immunization information for both Medicaid and non-Medicaid children to
the health department for tracking and outreach purposes. In general, states are
looking to develop solutions to improve the rates of childhood immunization and to
improve our ability to track what children have or have not received.

Demonstration Programs--State administrators would support legislation that
permits greater state experimentation with vaccine distribution strategies. State
agencies have already learned a great deal about how to run these programs al-
though there are some drawbacks that must be considered. Further experimentation
would allow states more flexibility to address the problems that have surfacrd in
existing programs. We believe that the approach taken by the Riegle bill is far pref-
erable to mandating specific system since no one approach has proven applicable to
all states.

I would like to take a moment to discuss some information states shared with
APWA about how their programs work and the problems they have confronted;
some problems have been resolved and others are still outstanding. A better under-
standing of these programs and the interlocking issues may help the Subcommittee
as it considers this legislation.

CURRENT ALTERNATIVE MEDICAID VACCINE PROGRAMS

States have been successful in reducing Medicaid expenditures for childhood im-
munizations by maximizing their ability to purchase vaccines at discount rates
through the Centers for Disease Control (CDC). States purchase vaccines for their
public health programs through the CDC contract at rates greatly reduced from
those available to an individual provider. At least a down states are taking advan-
tage of the lower prices by offering Medicaid providers the opportunity to use CDC-
purchased vaccines for Medicaid clients. A few states are exploring other ways to
minimize vaccine costs, such as bulk purchasing from the manufacturer or seeking
a rebate on vaccine purchases.

There are three basic methods used by Medicaid agencies to pay for imimuniza-
tions provided to eligible children: (1) fee-for-service FFSi), the traditional method
whereby a provider bills Medicaid for the cost of the vaccine plus an inoculation fee,
(2) vaccine replacement, in which the provider obtains a dose of vaccine at no charge
from the health department for each do: provided to a Medicaid recipient, and (3)
universal distribution, in which the health department distributes vaccine ha of
charge to all health care practitioners for inoculation of all children. This bill ap-
pears to provide funds for demonstrations of the vaccine replacement models al-
though SMDA believes both replacement and universal distribution models merit
further exploration.

Under the replacement and distribution systems, the dispensing practitioner bills
Medicaid and is reimbursed a small fee for inoculating the recipient, then the Med-
icaid agency may reimburse the health department for the price of the vaccine.

Vaccine replacement and universal distribution are potentially more cost-effective
than IFS because the state purchases the vaccine at the CDC discount rates. Ac-
cording to a recent Children's Defense Fund (CDFI report, twenty states use re-



placement or universal distribution to serve Medicaid clients, thereby achieving sav-
ings in the Medicaid program. Thie CDF report contends that all states could imple-
ment replacement systems with relative ease and should do so in order to re duce
Medicaid expenditures for immunizations. APWA has worked with states to ascer.
tain what it takes to implement a replacement or universal distribution system and
there are in fact many barriers to doing so. In addition, states all employ modifica-
tions to the two basic models to accommodate state-specific situations and condi-
tions.

The attached chart summarizes information about some state replacement/dis-
tribution programs. Several aspects of current state programs are important to con-
sider in developing federal policy to encourage cost-saving program: (1) provider
participation in most state rep]acement/distribution programs voluntary; (2) several
states with replacement programs continue to allow FFS billing for vaccines in order
to accommodate changing situations and provider concerns; (3) replacement and uni-
versal distribution programs are typically limited to the most commonly used child-
hood immunizations ; and (4) rerlacement/distribution programs appear to generate
significant savings, These issues are addressed individually below.

Provider Parlicipation: Several vtateL with replacement/distribution programs
(Conn., Kan. Nev., Ohio, S.C., Texas and Vt.) do not allow providers to bill FFS
'or vaccines included in the system These states see use of a vaccine replacement
or distribution program as a important tool #.o increase provider participation in the
Medicaid immunization program because may providers prefer receiving free vaccine
and a nominal administration fee to traditional FFS reimbursement for vaccina-
tions. This is particularly likely if the provider sees a high volume of Medicaid pa-
tients and the state FFS'reimbursement for vaccinations is relatively low.

Other states with replacement/distribution programs (Ky. Maine, Mich., Minn.,
and Wash.) allow FFS billing for those vaccines included in the system. These states
are concerned that the requirements of a replacement/distribution program (addi-
tional provider agreements with the health department, more stringent informed
consent and reporting requirements, and additional paperwork) could overburden
private physicians who see relatively few Medicaid patients. In Minnesota, for ex-
ample, two-thirds of immunizations are given by private doctors for whom Medicaid
patients typically comprise only 10 or lb percent of their practice. The state gives
providers the option of billing FFS out of concern that providers would refuse to im-
munize Medicaid children if forced to participate in the vaccine replacement pro-
gram. States make accommodations to private providers because while public pro-
viders (community health centers maternal and child health clinics, and others) are
crucial in delivering services to Medicaid recipients, they may not be able to handle
the increased volume that would result if private providers cut back on immuniza-
tion administrations. The Riegle bill would accommodate the various approaches
taken by states on this important issue.

Maintaining Fee For Service Billing: In addition to concerns about provider rela-
tions, there are other reasons why states continue to allcw FFS billing even when
a replacement or distribution program is in place. FFS billing allows a fallback
mechanism when there are gaps or limitations in a replacement/distribution pro-
gram. For example, FFS billing can provide more timely vaccine administration
when demand rises suddenly during a disease outbreak and there is a shortfall in
publicly available vaccine, or when a new vaccine enters the market. Because such
events are unpredictable, states need flexibility in program administration to quick-
ly respond to changing service needs and changing supply.

Vaccines Included In Replacement/Distribution Programs: The comprehensiveness
of state replacement or distribution programs does vary. All states surveyed cover
measles-mumps-rubella (MMR) diphtheria-pertussis-tetanus (DPT), and polio.
Other vaccines that may be included in the program are hemophilus influenza B,
hepatitis B influenza pneumococcal, and separate doses of measles, mumps, rubella,
pertussis, diphtheria, or tetanus. A state may want to limit the scope of the replace-
ment/distribution program during the start-up phase, then bring additional vaccines
on line when the program operates smoothly. A state also may fid that single dis-
ease vaccines, such as mumps or pertussis, are administered infrequently so that
including them in the replacement/distribution system is not cost-effective or effi-
cient. Therefore, states must maintain enough flexibility to determine when it is
most efficient and cost-effective to add vaccines to, or remove vaccines from, their
replacement or distribution program. Again, by its flexible approach through dem-
onstration programsI this legislation v.ould allow states to consider how beat to ad-
dress these types of issues.

Potential for Cost Savings: State data indicate that cost-avoidance or savings may
result from implementation of a replacement or distribution system. The savings are
significant, even when providers are given the option to choose between the CDC



system and FFS billing. For example, Michigan estimates that it avoided $1 million
in state costs in one year. Kentucky estimates savings of more than $400,000 in
state dollars in calendar year 1991 and Maine saved about $92,000 state dollars
during state fiscal year 1991. These savings compare favorably to estimates pro-
vided by Ohiu and South Carolina, which 'o not allow FFS billing for vaccines in
the program. Ohio estimates state savings of $1.3 million in state fiscal year 1991
and South Carolina estimates state savings of more than $166,000 during the same
period.

Barriers to Implementation
Medicaid agencies are interested in administering their programs as cost-effec-

tively as possible and are certainly open to the prospect of saving money in the pur-
chase of vaccine. The fact that thirty states continue to use FFS reimbursement for
vaccine, and some states with "universal" replacement or distribution systems allow
private practitioners to bill FFS, indicates that implementing a statewide s systemm to
purchase distribute, and deliver immunizations is not as simple and easy as it may
appear. 'l'e issues of administration, accountabilit", coordin tion, and cost in-
creases are outlined below.

Administration: Assuming the state can purchase all the vaccine it needs through
the CDC contract, the state must determine where to store the vaccine, how to en-
sure that the supply stays fresh during storage and delivery, and how to get the
vaccine to public and private practitioners. State start-up costa, associated with sys-
tem design and infrastructure creation, has also been a barrier to st.te implementa-
tion. A state must also anticipate the ongoing administrative costs and staffing
needed to maintain the system and implement changes as new vaccines are devel-
oped or immunization guidelines change. The state will also incur costs and devote
staff time to provider education concerning the distribution/replacemer t procedures,
accounting procedures for inoculations to Medicaid children, and biling practice
changes. Two states supplied estimates of the operating costs to APWA-4$175,000
in Ohio and $28,600 in Kentucky.

Many state governments are operating under tight fiscal constraints that affect
staffig as well as program service dollars. Given this, implementing a new vaccine
program can mean that states would have to reallocate staff from other projects and
move funding out of current programs to this new effort. Depending on state prior-
ities and programs, this shift could be significant. The approach taken in the bill,
providing specific demonstration authority, coldd eliminate this barrier by providing
specific funding for a replacement program that would accommodate staffing/re-
source concerns.

Accountability: This is a critical issue, especially from the viewpoint of the Medic-
aid agency. By aw, state Medicaid agencies can only receive federal matching funds
for services delivered to Medicaid recipients. In order to reimburse the health de-
partment for the cost of the vaccine, the Medicaid agency must receive doci.uenta-
tion-usually a bill for the inoculation-from the practitioner who vaccinated the
child. Some providers may decide that billing for the small inoculation fee is not
cost-effective when the vaccine itself is free. If a provider does not bill Medicaid for
vaccine administration, the health department may not be reimbursed for the vac-
cine provided to a Medicaid-eligible child because the Medicaid agency ha no record
that a vaccine was actually administered. The demonstration authority provided in
the Riegle bill would help state agencies determine bow reimbursement levels affect
provider billing. Such demonstrations would help us gain an understanding of
whether there is a reasonable reimbursement level that will encourage providers to
bill for administration fees.

If a state purchases vaccine for all children (regardless of income or insurance sta-
tus) through the CDC contract, the state may be subsidizing costs otherwise paid
by private insurers or families with the ability to pay. Existing law does not allow
state agencies to reimburse for services that are provided free of charge to ',he gen-
eral public, without regard to the individuals ability to pay (the so-called "free care"
issue). States wishing to implement a universal program must either bill insurance
companies and individuals based on ability to pay) for immunizations or forgo using
Medicaid funds to pay for vaccines delivered to Medicaid children. In Massc iusetts,
and Connecticut, which operate universal distribution systems, the Medicaid agency
does not reimburse the health department for vaccines delivered to Medicaid chil-
dreni because the health department and the private physicians which receive the
vaccine through the health department, do not charge anyone for the cost of vac-
cines. Admittedly there is confusion over this free care issue in 1HCFA regions and
the states. APWA strongly supports a provision in Senator Moynihan's Medicaid
Managed Care Improvement Act (S. 2077) that would clarify the law and eliminate
the "free care" issue.



This issue is likely to become more problematic as states move to extend health
services to "%JZividuals not covered by Medicaid. Current interpretations of Medicaid
law do run counter to state policy objectives of trying to immunize all children in
the state. The Riegle bill does not address this complicated issue, but I mention it
here because current federal interpretations of statute may complicate state ability
to immunize children.

In addition to the implications of "free care" for universal distribution systems,
a prohibition on Medicaid payment for services provided free of charge to non-Medic-
aid clients will impact state Medicaid agencies' ability to track the number and type
of immunizations provided to Medicaid children through the public health system.
If public health and private providers participating in the universal distribution sys-
tem canot bill Medicaid Medicaid cannot track what is provided. This is clearly
a dilemma for states with universal programs.

Replacement systems, which can require more provider administrative time, can
in fact encourage providers to send their clients (Medicaid and private pay) to public
health facilities for inoculations, especially if the cost of the vaccine is low or is free.
This can lead to fragmentation in a system in terms of tracking inununizations but
states are working on computer and other systems to overcome this. Universal dis-
tribution can lead to fragmentation, or at least the appearance of such, if there is
no comprehensive tracking system outside the Medicaid program. The Riegle legisla-
tion would most certainly elp states with iu-dversal distribution programs by pro-
viding funds for statewide :egistries compatible with the needs ofa universal sys-
tem.

Coordination: There is a st,-ong need for interagency coordination to make a re-
placement or distribution system work. In addition to the logistical questions dis-
cussed above, states must consider how to coordinate the immunization standards
used by Medicaid anid the public health program. For example, during the recent
measles outbreak, one state Medicaid p rograin offered a second dose of measles vac-
cine to all clients statewide. The health department, however, did not have funding
to offer two doses in all areas of the state and confined its efforts to outbreak areas.
Providers need to be kept apprised of differences in coverage between the programs,
which can be complicated when the two programs are so closely linked for distribu.
tion and billing. Even though the Riegle bill would establish national immunization
standards, we hope such standards would be flexible enough to permit the type of
state initiatives just mentioned. National standards cannot always address the com-
plications arising from differences in funding and administration between various
health programs that will likely, exist.

Administration can be further complicated when a state has a strong county gov-
ernment system. Not only must the state Medicaid and health agencies coordinate
their efforts, but local offices have a critical role to p lay. In the majority of states,
local health departments are largely autonomous andn several states, local Medic.
aid agencies have a great deal of responsibility for program administration. Rather
than implementing one system statewide, these states must coordinate numerous
local programs.

Cost Increares: Several states have considered asking vaccine manufacturers to
provide rebates to the Medicaid program. There is considerable concern, however,
that this would backfire and lead to general vaccine cost increases. Evolving experi-
ence in pharmacy reform, aid earlier experience with WIC infant formula purchas-
ing, demonstrate that volutary price reductions from manufacturers tend to evapo-
rate when mandatory reductions are imposed. Costs seem to be shifted to other pay-
ers or increased for all payers. If a state purchased all vaccines through the CDC
contract, the possibility exists that the manufacturer would lose revenue anld may
have the incentive to increase the cost of vaccine to the CI)C and/or to other public
or private payers, This issue is net addressed by the Riegle bill, but it is worth men-
tioning in the context of overall Medicaid immunization policy since it is a strategy
some states have considered.

Along these lines, Merck Sharp and Dohme manufacturers have approached Ar-
kansas and three other states wit% a proposal to institute a low-cost vaccine replace-
ment program outside of the CDC contract for private providers. We are still explor-
ing the specifics of the proposal but it is a sign of growing concern for better immu-
nization of children.

PROMOTING COS4T-EFFECiVE PURCHASE OF VACCINES

Federal policymakers can promote the implementation of vaccine systems. States
should be able to explore several types of programs, including replacement, distribu-
tion, bulk purchasing and rebates. One option is to provide demonstration or start-
up grants to states interested in doing so, as does this legislation. This can serve
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two purposes: implement programs in more states and to collect, analyze and dis-
seminate information on the cost-benefit of vaccine replacement and distribution
programs. Cost-benefit research should explore the impact of these programs on ad-
ministrative costs, provider participation (both public and private) and iimuniza-
tion rates among children in Medicaid. Concrete information on the costs and bene-
fits are critical to spurring interest among policymakers in other states. Senator
Riegle's legislation would do a great deal toward promoting better vaccination rates
among children.

A second alternative would be to increase the federal match for administrative
costs associated with starting and operating some form of vaccine program. This
would reduce the amount of up-front state finding required, and reduce long term
state and federal program costa for vaccinations. If the programs are cost-saving,
increased federal administrative outlays should be more than offset by reduced pro-
gram costs. There is precedent in family planning, management information sys-
tems, and other areas of Medicaid for enhancing administrative match to achieve
federal goals.

SUMMARY

State Medicaid agencies will continue to search for the best way to promote prop-
er childhood immunizations as part of a multi-faceted strategy to improve the health
of the children served by the program. States will develop programs that best serve
multiple policy goals including access, improved outcomes, improved provider par-
ticipation, and program cost-effectiveness. Some provisions of this legislation would
help states move forward in promoting appropriate access to vaccination. We do
urge Congress to seriously consider the impact of seemingly "simple" mandates on
an administratively complex system such as Medicaid and to recognize some of the
barriers and complications that exist in coordinating various public programs and
public programs and the private sector.

I hope this information has been helpful to your continued deliberations. State ad-
miniistrators remain ready and willing to assist you in your efforts as you proceed
with policy development in this area.

Thank you.
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PRFPARFD STATEMENT OF KAY A. Jo)UNSON

Mr. Chairman and Members of the Committee: On behalf of the Mfarch of Dimes,
I want to thank you for this opportunity to testify today regarding immunizations
and their impact on the health of children. Our mission to improve the hearth arnd
survival of infants includes preventive health services in the first year of life. As
a member of the National Vaccine Advisr Cormiittee, I commend you for holding
this hearing today to focus attention on clii idhood immunization.

BEST AVAILABLE COPY
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I have submitted a fuller written statement for the record. However, in the inter-
eat of time, I will briefly summarize my testimony today. My testimony emphasizes
three points:

1. Immunizations should be a priority on the federal agenda.
2. ' here is a need to strengthen and improve the nation's immunization system

and to protect all of our children from preventable disease.
Congress should give attention to recently released plans and recommendations

for action.

Specifically, the Senate Finance Committee should give attention to recommenda-
tions related to immunization services financed through the Medicaid program.

1. IMMUNIZATIONS 8IOUI) BE A I'MIORITY ON THE FEDERAL AGENDA

Vaccines are the most basic tool in preventive health care. Immunizations are one
of the nation's most cost-effective health sorvices-saving on average $10 for every
$1 invested. The effectiveness of reducing death and disability with vaccines is a
great achievement. Vaccines have saved billions of health care dollars and have
saved the lives of millions of children. In the future, new vaccine technology has the
potential to prevent other diseases and save millions more children in the United
States and worldwide.

However, to protect public health and prevent disease, high levels of immuniza-
tion be achieved and maintained. Failure to vaccinate inevitably leads to disease
outbreaks. An outbreak of contpiious disease among children anywhere in this
country is a threat to all. In 1990, the National Vaccine Advisory Committee re-
ported on a measles epidemic in which more than 27,000 cases of measles and over
70 deaths were reported for 1990-a figure higher than any year in the 1980s. The
Committee concluded that: 'TIie principal cause for the epidemic is failure to deliver
vaccine to vulnerable preschool children on schedule."

Each year, the nation's immunization system misses the opportunity to fully pro-
tect hundreds of thousands of children from eight vaccine preventable diseases
(measles, mumps, polio, rubella, diphtheria, pertussis, tetanus, and meningitis).
While about 95 percent of children catch up on their vaccinations by the time they
enter school, preschoolers often are behind schedule and unprotected. Our national
goal is to have 90 percent of two-year-olds complete the basic series. Yet, only 50
to 80 percent of two-year-olds are adequately immunized. Less than half of poor and
minority preschoolers in our nation's cities are fully protected, with some cities rates
measuredas low as 14 percent immunized by the second birthday.

Our failure to vaccinate children on time has led to outbreaks of preventable dis-
ease. The measles epidemic of 1989 and 1990 is the most dramatic evidence of what
happens when immunization rates are low and a disease sweeps through a comma-
nity. Pertussis (whooping cough), rubella, and mumps also have been on the rise in
recent years. In order to protect all Americans, particularly the most vulnerable
very young and very old, immunization rates must be high enough to prevent dis-
ease outbreaks and epidemics.

Key barriers to immunization have been identified and the nation should move
quickly to remedy these problems. The National Vaccine Advisory Committee report
on The Measles Epidemic identified the following barriers: inadequate access to
health care; shortfalls in the health care delivery system; missed opportunities to
vaccinate children; and provider policies and practices that reduce access to immuni-
zation.

2. THERE IS NEED TO STRENGTHEN AND INMROVE TIHE NATION'S HEALTH CARE FINANC-
INO SYSTEM IN ORDER TO PROTECT ALL OF OUR CHILDREN FROM PREVENTABLE DIS-

EA.SE

Evidence indicates that many of the children who do not receive vaccines on
schedule: are eligible for Medicaid; use a Title V funded clinic as their regular
source of preventive care; and have missed opportunities to be vaccinated when they
do not have health insurance to pay for services through a private physician.

The financing of immunization services has become particularly important to ac-
cess as the cost of health care and the cost of vaccines has risen. A more efficient
child health financing system can improve access to immunization services. It is
clear that the nation needs: more efficient structures for distribution of vaccine; sup-
port for private and public providers who give vaccination (including ade quate and
timely payment); activities to increase demand; and adequate funds to purchase vac-
cines.

A growing debate over the financing and access questions in the U.S. health care
system, makes decisions on how to finance the nation's immunization system timely
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and important. For regardless of whether health insurance is public or private, en-
smuing that vaccines to prevent communicable disease are available must continue
to be a national.priority.

3. CONGRESS SHOULD GIVE ATTENTION TO RECENTLY RELEASED PLANS AND REC-
OMMENDATIONS FOR ACTION. SPECIFICALLY, THE SENATE FINANCE COMMITTEE
SHOULD GIVE ATTENTION TO RECOMMENDATIONS RELATED TO IMMUNIZATION SERV-
ICES FINANCED THROUGH THE MEDICAID PROGRAM

A. Medicaid and Childhood Inmnanization Reforms
As Members of the Finance Committee know well since 1984, both Medicaid and

its child health component, the Early and Periodic Screening, Diagnosis, and Treat-
ment (EPSDT) program have been substantially restructure through Congressional
action. As a result, at least one-third of preschool age children now are entitled to
Medicaid, and national statistics indicate that about one-quarter of all preschool age
children are enrolled in Medicaid in a year. This makesMedicaid agencies' vaccine
policies, reimbursement practices for childhood immunizations, and interactions
with state health agencies of critical importance.

You have heard today about several recent studies ' undertaken to determine
more precisely how states' Medicaid programs currently reimburse providers for vac-
c ine acquisition and administration costs. Certain conclusions can be drawn from
the available evidence. There are three basic problems: (1) failure to reimburse for
recommended vaccines; (2) failure to pay adequately for immunizations as a service,
and 13) inadequate mechanisms for providing lowest priced vaccines to Medicaid
providers.

To improve the delivery of immunization services through Medicaid and EPSDT,
action should be taken in five areas.

1. Federal law should require establishment of Medicaid provider vaccine
distribution programs. It is clear that Medicaid dollars are being wasted when-
ever Medicaid providers purchase vaccine at the private sector price and states are
pressured to reimburse these higher vaccine costs. Medicaid providers, particularly
private providers, in every state should be able to purchase vaccine at the public
sector price. This can be done through the state heath department or through direct
arrangements with vaccine companies. We know these programs can work-the
Centers for Disease Control and National Vaccine Program have studied state mod-
els with an eye toward replication.

2. In order for Medicaid immunization policy to be well implemented in
every state, federal law and regulation will need to be clarified. To eliminate
confusion regarding the extent of states' obligations to cover childhood vaccines as
a Medicaid service, EPSDT program guidance on immunization should be strength-
ened. Sound guidance would:

" Underscore states' obligations to cover all medically necessary vaccines as a
mandatory service for children under age 21 a, part of the EPSDT program;

" Emphasize the standard immunization schedule in setting periodic visit ached-
ules--tates are obligated to provide coverage of vaccines and their adniinistra-
tion both under the EPSDT periodic exam schedule 2 and as an "interperiodic"
service (i.e. in the event that children not appropriately vaccinated are identi-
fied at times outside of the periodic visit schedule, they are nonetheless entitled
to coverage for needed immunizations);

" Clarify that state EPSDT vaccine programs will not he considered in compliance
with federal requirements regarding the amount, duration, aid scope of manda-
tory Medicaid services tuiless state vaccine coverage policies include all officially
recommended vaccines;

* Clarify states' obligations to reimburse Medicaid and EPSDT providers for both
the cost of purchasing vaccine and the cost of administration; and

" Clarify the obligation of state agencies to assure that all managed care and con-
tinuing care providers are vaccinating enrolled children as necessary and appro-
priate.

'For example Medicaid and Childhoxd Immunizations: A National Study, Children's Defense
Fund; Access to Childhood mnrtiniations: Recomnendations and Strategies for Action, National
Vaccine Advisory Commnittee; and the Medicaid and inmmunizations report being prepared by the
General Accounting Office.2 Federal law (Pub.L 101-329) specifies that EPSIT schedule standards be based on the
American Academy of Pediatrics "Guidelines for Health Supervision." In the case of immuniza-
tion services, states may also wish to consult the recommendations of the US. Public Health
Service Immunization Practices Advisory Committee (ACIP).



3. To ensure the adequacy of provider reimbursements for immunization
services, a regular, cor pohensive review of state Medicaid programs' vac-
cine coverage and reimbursement policies should be conducted. In particu-
lar, the Secretary of-the Department of Health and Human Services IDHHS) should
be required to:

" Examine reimbursement levels for immunization as a part of the review of pedi-
atric payment rates submitted annually in state plan amendments; and

• Study the immunization patterns of managed care and/or prepaid health plans
(Section 1916 and 1903(m)).

4. Outreach and enrollment initiatives are essential if Medicaid is intended
to reach that one-third of all preschool children entitled to preventive and thera-
peutic health services under the pr gram. These actions are particularly important
to DHHS Secretary's Program Directive No. 8 (see Appendix B). The Secretary
should be authorized to:

" Conduct a major nationwide campaign to encourage poor families to apply for
Medicaid coverage for their children. Such a campaign would increase public
perception of Medicaid as a program now intended to reach working poor fami-
ies and should aim to increase awareness of the value of preventive health

services such as immunizations;
" Provide incentives states to aggressively enroll infants in the EPSDT program

and to keep infants enrolled throughout the first year without interruption.3 In-
centives could be in the form of enhanced federal matching for immunization
services (at 76 or 90 percent).

5. More data should be made available regarding: the immunization status of
Medicaid recipient children; the vaccines covered by each state's Medicaid program;
and the amount of Medicaid expenditures being used by pay for vaccine acquisition
and administration. Currently, these data are not routinely available at the state
or federal level. To improve program monitoring authorization should be given to:

* Conduct demonstration projects designed to test techniques for using Medicaid
Management Information Systems (MMIS) to provide immunization status data
on individual children.

B. Other Reforn of Interest to the Finance Committee
1. Any health care reform plan should include mechanisms to finance suf-

ficient quantities for all recommended vaccines to ensure immunization of
all children. This is a recommendation of the National Vaccine Advisory Commit-
tees' report on Access to Childhood immunizations, which also recommends includ-
ing inuunization services as a basic benefit in any health care reform plan and ex-
ploring federal purchase of all childhood vaccine.

2. Increase federal support for programs tlat ensure the availability of
pediatric providers in medically underserved communities. In particular, theTitle V Maternal and Child Health Block Grant program forms the basic infrastruc-
ture for ensuring that immunization services are readily available to low income
families. Without adequate funding for the program clinics aad health personnel
will not be available in areas where private providers are in short supply.

3. Coordination among public a sistance programs should be encouraged,
but no child should be denied nutrition, health, or other supports based on
immunization status. Congress should reject any proposal which would link
AFDC or Medicaid eligibility to immunization status. At a time when Medicaid is
seeking to reduce barriers to enrollment, such a proposal moves in exactly the oppo-
site direction. The interagency Committee on Childhood Immunizations has devel-
oped a plan which identifies ways by which immunization can be promoted or deliv-
ered through AFDC, Medicaid, and other public programs-without penalizing poor
families.

Special attention should begiven to the use of federal funds supporting child care
through the Tale IV (A) AFD C/Family Support and similar programs. Federal funds
should not be used to finance child care in settings that do not require children to
be adequately immunized at the time of enrollment.

4. Planning for a more efficient system to track immunization status
should begin in FY 1992. Several other nations now have a central, national reF-
istration system for immunizations. The technology to create such a system now is
available, but a plan to apply our tools is needed (see Appendix D).

30RA 1989 strengthened Medicaid's automatic and continuous enrollment provisions for in-
fants up to one year of age.
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5. Ensuring the safety, efficacy, and availability of vaccines is essential,
and the nation must lead with a vision of the future potential of vaccines.
This is the mission of the National Vaccine Program. Without a coordinating
agency, the nation's immunization system has stalled. The National Vaccine Pro-
gram has been the source of funding for special vaccine research at the time of out-

reaks or to improve vaccine safety, as well as the leadership for the Interagency
Committee on Childhood immunization and its recently released plan (see Appendix
E).

6. The integrity of the National Vaccine Injury Compensation Program
should be protected. Similar to the workers compensation program, the National
Vaccine injury Compensation Program is a no-fault approach to compensation for
adverse events occurring as a result of immunization with recommended vaccines.
It is funded through an excise tax that is pooled in a trust fund. This taxing mecha-
nism and fund should be protected to ensure that vaccine manufacturers and pro-
viders are free of excessive fear of liability for vaccines and that families have just
compensation for vaccine-related injuries.

APPENDIX A

National Vaccine Advisory Committee Report Access to Childhood Immunizations:
Recommendations and Strategies for Action

"Recommendation: Medicaid programs should be improved through: adequate pro-
vider reimbursement; inclusion of all recommended vaccines in the benefit package;
and distribution of public sector vaccine to providers serving children on Medicaid"

"Strategies:

* Encourage states and vaccine companies to create vaccine purchase and dis-
tribution systems that serve private providers who administer vaccines to Med-
icaid recipient children.

" Encourage state Medicaid programs to set adequate reimbursement rates for
vaccine purchase and administration costs.

" Examine provider reimbursement levels set for immunization as a part of the
HCFA review of pediatric payment rates submitted anually in state Medicaid
plans.

• Provide an enhance federal matching rate for immumization services. A match-
inig rate of 75 or 90 percent would provide an incentive for states to enhance
inununization reimbursement.

" Issue HCFA/Medicaid guidance that would clarify the current immunization
schedule, American Academy of Pediatrics (AAP) Guidelines, 4 and Standards for
Immunization Practice to be used by states in structuring EPSDT programs. in
the future, new recommendations of the AAP and the U.S. Public Health Serv-
ices Immunization Practice Advisory Committee (ACIP) should be routinely in-
corporated into guidance with immediate notification of state Medicaid agencies.

" Provide technical assistance to HCFA regarding immunization issues through
placement of a National Vaccine Program Coordinator or public health advisor."

National Vaccine Advisory Committee Report The Measles Epidemic: The Problems,
Barriers, and Recommendations

"Medicaid, and its child health component, the Earl, and Periodic Screening, Di-
agnosis, and Treatment IEPSDT) progre'n, should be integr.lly involved in .'acking
children in need of immunizations and providing adequate reimbursement for the
service. Thus, Medicaid should assess immunization levels of clients served by indi-
vidual providers as a measure of quality and to assure compliance with Federal
EPSDT requirements. Medicaid providers should either be given vaccine through
the public sector or should be adequately reimbursed for the cost of purchasing vac-
cine and its administration. To reduce these costs, vaccine used by Medicaid provid-
ers should be purchased at low Federal contract prices.

State EPSDT programs should better comply with federal guidance to make 's-
gressive efforts to enroll families; recruit and retain health care providers; provide
appointment scheduling and transportation assistance; and establish a rec-
ommended well-child visit schedule that follows the guidelines of the American
Academy of Pediatrics."

4Federal law (Pub. L 101-29) specifies that EPSDT schedule standards he based on the
American Academy of Pediatrics "Ouidelines for Health Supervision." In the case of immuniza-
tion services, states may also wish to consult the recorunendations of the U.S. Public Health
Set vice Immunization Practices Advisory Committee (ACIP).



APPENDIX B

Department of Health and Human Services Secretary's Program Directions
The Secretary of DHHS has issued a Program Directions Plan which calls for im-

proved coordination of Medicaid activities directed through the Health Care Financ-
ing Administration (HCFA) and immunization activities supported through the CDC
and the Hearth Services and Resources Administration (MRS). This focus is stated
in:

Direction No. 4: to improve the health and well being of individuals through im-
proved preventive health care and promotion of persona] responsibility;

Objective 3: Examine cost-effectiveness of Medicaid and Medicare reimburse-
ment for preventive services.

Direction No. 8: to improve access of young children and their families living in
poverty to a wide array of developmental, sup port services, an(! income assistance,
including nutrition, foster care, hearth, mental health, and soc and child protec-
tive services.

Objective 1: increase access of children in families living )n poverty to health
services; includes efforts to increase access to immunization services for chil-
dren.

APPENDIX C

1. Coverage of Immunization Services under EPSDT
The federal Medicaid statute requires that states provide EPSDT services to all

categorically needy individuals under age 21.42 USC Section 1396a(aX10) (C) and
(E). Categorically needy individuals include persons wider age 21 whose Medicaid
eligibility is a function of either their receipt cash assistance under the Aid to Fami-
lies with Dependent Children (AFDC) or Supplemental Security income (SSI) pro-
grams or their poverty status Ii.e., all children ages one to six with family incomes
under 133% of the federal poverty level; infants under age one with family incomes
below 186% of poverty in states that extend such coverage; and financially needy
children ages six to 21).

immunizations constitute a required EPSDT services, since the statute defines
the screening component of EPSDT to include "appropriate immunizations according
to age and health history." 42 USC Section 1396d(rXiflB)(iii).

Moreover immunization services can be provided during either a periodic EPSDT
exam (i.e., a full health 'screen' provided in accordance with the state's EPSDT peri-
odic visit schedule) or on an "interperioic" basis (i.e. in between regularly sched-
uled health exams). The 1989 amendments to the EPSDT program clarify that
states may not restrict EPSDT services to the routine periodic visit schedule but
must allow children access to such services any time that a health problem (e.g. lack
of appropriate immumizations) is suspected. 42 USC Section 1396d (rXiXA){i) and
(ii. Thus, for childreia who are otherwise up-to-date on routine health exams but
who need an additional "medically necessary" vaccination, immunizations can be
provided and billed as an interperiodic EPS)T service.

2. Coverage of All Medically Appropriate Immunization Services
The standard for coverage of immunization is appropriateness. States must cover

immunizations which are "appropriate (for) .. . age and health history." 42 USC
Section 1396d(rXi)iBXiii). HCFA guidelines for immunizations under EISDT are as
follows: "C. Appropriate immunizations--assess whether the child has been immu-
nized against diphtheria, pertussis, tetanus, polio, measles, rubella and mumps, and
whether booster shots are needed . . . Provide immunizations as recommended by
the American Academy of Pediatrics or the local health departments." State Medic-
aid Manual Part 5-Early and Periodic Screening, Diagnosis and Treatment
(EPSDIT) Transmittal Number 3 (April 1990) at p.6-14.

Therefore, AAP and/or ACIP recommendations should be followed, and immuniza-
tions provided according to the standard schedules. Note: no Hib vaccine appears
in guidance.

APPENDIX D

Proposal for a National Immunization Registry
Computerized systems of tracking immunization status from birth now have been

operationalized in several countries, including Great Britain and the Netherlands.
In Taiwan, a national registry enables public health officials to identify
unvaccinated children. Such systems aid in providing reminders to parents when



vaccines are due, measuring immunization status, tracking adverse events, and
monitoring vaccine distribution.

The Division of Immunization of Centers for Disease Control (CDC) has primary
responsibility for measuring the immunization status of the nation's children.
Throughout the hi-tory of the program, several approaches have been used to fulfill
this responsibility. However, today's methods fall short of our need for information
and tracking capacity. Beginning with 1991, the National Heath Interview Survey
(NHIS) is the tool for collecting national data on the immunization levels, but the
NHIS is limited in application (e.g. no state estimates). Several methods to collect
state data have been developed and refined over the past twenty-five years. By 1989
several methods had been combined, and the CDC guidelines recommend that states
conduct a "retrospective" survey using health records at school entry to measure im-
mwmization status of two-year-olds.

Experts believe a national immunization record system is possible in the United
States. The advantages of the system would far outweigh any disadvantages. Imple-
mentation would require new resources; however, the resources needed would likely
not far exceed the combined total now spent on data collection at the federal, state
and local level. The advantages of a national registry system primarily relate to its
'universality.' Such a system could:

* Eliminate the need for several current national, state, and local level surveys
and improve data quality;

* Allow more efficient follow-up of children by tracking each preschool age child
through each immunization visit;

* Become the basis of a national early childhood data system through which birth
certificate, infant death certificate, birth defect, and other information coldd be
reported;

* Provide a central, standard immunization record to be used by families, provid-
ers, and public health agencies:

" Better coordinate public and private provider systems; and
I [ncrease the capacity to monitor safety and effectiveness by linking spccific
doses of vaccine to individual children.

APPENDIX E

Selected National Vaccine Program Activities
* Leadership of the Interagency Committee on Childhood Vaccines and develop-

ment of Interagency pla.
* Econometric study of alternative approaches to vaccine financing, both purchase

and distribution mechanisms.
* Study of federal statutes and regulations that impede childhood immunization

efforts.
* Staff vaccine coordinators at N11f, FDA, CDC and (in 1992) HCFA.
o Pertussls vaccine research, bicluding clinical trials t) develop a new and im-

proved pertussis vaccine iNIH and FDA).
* Support for an initiative to develop vaccines for sexually transmitted diseases

(NIH).
* Research on the measles virus to determine possible causes of the measles epi-

demic (CDC and FJ)A).
* Support for a large, linked database system to study and monitor vaccine inju-

ries and adverse events (CDC).

PREPARED STATEMENT OF JOSEPH Liu

Mr. Chairman and members of the Subcommittee: The children's Defense Fund
appreciates this opportunity to testify before you regarding the impact of Medicaid
on childhood immunizations. CDF is a national public charity which exists to pro-
vide a strong and effective voice on behalf of the needs of low income, minority, and
disabled children. For nearly 20 years, CDF has engaged in expansive efforts to im-
prove poor children's access to decent health care. Because Medicaid is the largest
publicly funded health program for children, its scope and quality at both national
and state levels have been of the utmost concern to us.

THE IMMtUNIZATION CRISIS

One appalling manifestation of the broader crisis in the nation's health care sys-
tem has been the falling number of children immunized against wholly prevent le
diseases like polio, measles, mumps, rubella, diphtheria, tetanus, pertussis, and



meningitis. Falling immunization rates have inevitably led to more cases of disease
and death and disability. Tie most glaring result has been a three-year long men-
ales epidemic that has claimed over $5,000 Americans, including 89 who died in
1990 alone. Twice as many children contracted pertussis last year than in 1981, and
rubella cases stood five times higher than in 1988.

While the rest of the world, including developing nations, has rapidly increased
immunization rates, the U.S. has fallen behind. During the 19806, the proportion
of American preschoolers immunized against routine childhood diseases fell to fewer
tha one-half'

The United States ranks behind 16 other nations in the proportion of infants im-
munized against polio. When the proportion of U.S. nonwhite infants adequately im-
munized is compared to other nations' overall rates, the United States ranks 70th
in the world, behind Burundi, Indonesia, Cuba, Jamaica, and Trinidad and Tobago.

Key reasons for the U.S. immunization decline have included skyrocketing vaccine
costs, rising child and family poverty rates, inadequate access to health care, and
underfunding of public health programs.

" Since 1981, the price of a single dose of diphtheria, tetanus, pertussis (DTP)
vaccine rose from 33 cents to nearly $10. The price for a dose of polio vaccine
quadrupled from $2.10 to $9.45. Measles, mumps, rubella (MMR) vaccine nearly
tripled, rising from $9.32 to $25.29.

* In one recent study, 84 percent of pediatricians and 66 percent of family practi-
tioners reported referring at least some of their patients to public clinics for in-
munrizations. The overwhelming majority of these doctors cited the affordability
of immunizations both to themselves and their patients as the underlying cause.

" After adjusting for inflation, funding for community health centers fell by 38
percent between 1981 and 1991. With shrinking resources and rising demand
for immunization services, 70 percent of all health centers have reported vac-
cine shortages in their clinics.

MEDICAID AND CHILDHOOD IMMIJNLZATIONS

Last fall, the Children's Defense Fund undertook a survey of 49 states and the
District of Columbia to detennine how well Medicaid programs are providing immu-
nizations. It showed that Medicaid, the nation's safety net health program which
should be easing the immunization crisis, instead is worsening the problems. In
1990, nearly one-quarter of all young children, 5.3 million youngsters under age 6,
relied on the Medicaid program for health care.

There are two basic price levels for vaccines in this country. The "catalog" price
that physicians or other providers pay for vaccines (and then in turn charge to in-
surance companies or patients) is far higher than the "contract" prices that the fed-
eral Centers for Disease Control (CDC) pay for bxdk purchase of vaccines they dis-
tribute to public clinics. Oral polio vaccine, for example, is $9.45 for private pur-
chase and $2.00 when btdk purchased by CDC.

CDC's contract with vaccine manufacturers allows states to bulk purchase as
much vaccine as they want, In theory every state could--and should--buy and dis-
tribute enough vaccine at least for its Medicaid eligible children, rather than reim-
bursing physicians to buy vaccine at far higher prices.

But only a minority of states bulk purchase some or all types of vaccine, either
for Medicaid recipients or for all children in the state. Thirty states instead continue
a fee-for-service reimbursement system in Medicaid. But most of these states, while
paying far more than the CDC price for vaccine alone, pay providers an unreason-
ably low combined amount for vaccines and administration. This led many physi-
cians to discontinue delivering immunizations to Medicaid children.

" States reimburse Medicaid providers only a fraction of the fee typically charged
by office-based physicians for immunization services. On average, Medicaid pro-
grams pay just 63 percent of usual fees for the diphtheria, tetanus, and pertus-
sis (DTP) vaccine and only 67 percent of usual fees for oral polio vaccine (OPV).
Average state Medicaid reimbursements for measles, mumps, and rubella
(MMR) and meningitis (HiBI vaccines were 72 and 84 percent of usual fees, re-
spectively.• In a single office visit for itmmunizations for a 15-month-old child, the typical

Medicaid program underpays doctors by nearly $40. In some states, Medicaid
underpays physicians more than $60 compared to usual fee for vaccinations.

" Only one state out of the 30 states that use a fee-for-service vaccine system in
Medicaid pays over 85 percent of the usual fee charged by private doctors to
immunize children for all four routine vaccines.-diphtheria, tetanus, and per-



58

tussis (DTP); oral polio vaccine (OPV), measles, mumps and rubella IMMR); and
haemophilus influenza B (HiB).

9 Several states actually reimburse physicians for immunizations services at a
rate less than the coat of the vaccine alone. Kentucky's reimbursements for all
four routine vaccines fell below the catalog price available to private doctors.
Nevada and West Virginia set reimbursements for measles mumps, and rubella
(MMR) and meningitis (HiB) vaccines below cost. And 4 eorgia, Hawaii, Ne-
braska, Oklahoma, and South Dakota have Medicaid vaccination fees set below
the cost of vaccines for at least one antigen.

* When a child needs a follow-up visit to complete an immunization series, 17
states refuse to pay physicians for the second office visit and only allow billing
for the vaccine and administration. The result is that many children never get
the additional immunizations they need.

Low Medicaid reimbursement rates for immunization services and the absence of
followup visit fees lead to serious problems. Combined with generally depressed re-
imbursements for other primary care services, Insufficient payment for immuniza-
tion services may push a pediatric provider out of Medicaid completely. More com-
monly, the low payment levels cal lead providers to cease offering immunization
services to Medicaid-enrolled children and to routir Ly refer their patients to public
immunization clinics. The result is that Medicaid-covered children get pushed into
an already overwhelmed public health system that cannot meet all their needs and
safety net health services deteriorate even further for both Medicaid-eligible and
other children. As a consequence fewer and fewer children receive protection against
preventable disease.

In Milwaukee. 86 percent of the preschool measles cases reviewed by the CDC
were among children entitled to Medicaid. similarlyv-60 percent of the cases in Los
Angeles 75 perr.ent of the cases in New York and 22 percent of the cases in Dallas
occurred among children entitled to Medicaid benefits.

CONCLUSIONS AND RECOMMENDATIONS

Skyrocketing vaccine costs have made the cost of basic immunizations almost pro-
hibitive to middle class families and very expensive to public and private insurers.
Yet instead of instituting aggressive, readily available steps to control the price of
vaccines, get vaccines to all health providers through a bulk purchase system, and
ay reasonable administration fees, most states have elected to simply allow their

Medicaid reimbursement rates to fall far behind the cost of immunizing children on
a fee-for-service basis. The result is widespread non-participation in Medicaid pro-
grams by private physicians, and another flood of children to under-funded public
providers, already faced with the diversion of uninsured or privately insured chil-
dren. The public programs do not have enough free vaccine and when they depend
on Medicaid to repay their costs for Medicaid recipients, they too are under-reim-
bursed. In the end, parents are blamed by leaders who do not understand the prob-
lem, because casting blame on poor families almost always is so much easier than
fixing systems.

But this system is unusually easy to fix. The ready answer to the problem lies
in establishing universal vaccine programs at the state level. Funded through gen-
eral funds and other special taxes (for example, small taxes levied on all hospitals
physicians, and payments by Medicaid agencies and insurers who otherwise would
,ave to pay higher catalog rates for vaccines), a universal bulk purchase program

administered by a state health department could secure all the vaccines a state
needs at the CDC contract price, leaving parents, Medicaid agencies and insurers
responsible for a reasonable administration fee only. In many states, the savings
from Medicaid alone could account for much of the funding needed to operate a uni-
versal vaccine distribution system.

Medicaid savings could also be invested in more reasonable reimbursement rates
and increased support to private and public providers for administration of vaccines
and, ideally, other primary care services. Insufficient reimbursement levels discour-
age participation in the Medicaid program, and without a sufficient number of pro-
viders willing to serve Medicaid-enrolled children, a Medicaid card becomes prac-
tically useless for millions of children.

Because of the enormous cost-effectiveness of immunization services Congress
should encourage states to improve their immunization systems. Medicaid programs
should be required to implement vaccine replacement systems, at a minimum. Fed-
eral grants for states to start-up vaccine distribution systems could pay for them-
selves through reduced Medicaid costs. Incentives could include enhancing federal
financial participation for Medicaid immunization services to 90 percent to encour-
age better payments to providers. Another companion approach to assist states and
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localities would be to expand the CDC's childhood immunization program to provide
resources for administering immunizations to children. The current program pro-
vides help for vaccine costs and only limited assistance for the doctors and nurses
needed to administer the vaccines. Expanded funding would allow state and local
public health programs to develop innovative outreach strategies and more acces-
sible clinic hours and locations.

While a universal vaccine distribution system can be established by any state
alone, it is one that should be established for every state and for eveiy family. All
the necessary vaccines for American children could be purchased by the Centers for
Disease Control and distributed free of charge to all health care providers in the
country. Considering that over a quarter of all vaccines are paid for by the federal
government and another quarter is purchased by states, creating a universal vac-
cine program is a logical next step towards eliminating preventable childhood dis-
eases in the nation.

Physicians and clinics could continue to be reimbursed for administration activi-
ties by parents and public and private insurance plans (or alternatively, through an
additional per-child administration payment made directly by CDC or a state health
agency). A universal vaccine initiative should be coupled with resources for doctors
and nurses to administer immunizations and other primary health care services and
to provide outreach and parent education, especially in medically underserved areas.
Such reforms could be instituted, for approximately $500 million more in funding
in the first year, with ongoing support coming from the health insurers and provid-
ers that will realize major short term and long term savings from this type of sys-
tem. In the end the new system would more than pay for itself.

The advantages of a universal vaccine program include better controlled costs and
the guarantee that no Anerican child will be denied immunizations because of cost.
Coordinated vaccine purchasing and distribution systems are used even in many
countries that otherwise maintain an insurance approach to payment for services.
These nations recognize that immuniizations are such a crucial public health activity
and the purchase of the vaccine such a large portion of the cost of the service that
the financing ald distribution of childhood vaccines cannot be left to normal market
forces.

This nation is in the midst of a terrible immunization crisis that cannot and need
not wait for a full-blown national health plan before being resolved. Vaccines are
incredibly cost-effective, saving between $10 and $14 for every dollar spent. Each
day we delay an overhaul of state and national vaccine programs and choose instead
to blame and punish parents for events far beyond their control brings us a step
closer to the next epidemic, which experts say surely will come. This is a problem
that national and state leaders can tackle and beat today, leaving both children, and
the national health budget, far better off for their efforts.

PREPARED STATEMENT OF MARK V. NADEL

Mr. Chairman and Members of the Committee: I am pleased to be here today to
discuss our work on childhood immunization. At the request of the Senate Commit-
tee on Finance, GAO studied how the states and the federal government can im-
prove the immunization rate in the United States through more efficient and effec-
tive programs. Specifically, we examined (1) ways to reduce Medicaid costs for im-
murmzing children and (2) strategies to improve preschool immunization rates to en-
sure all preschool children receive vaccinations. Our complete report will be issued
later this year. This morning I will discuss our preliminary findings.

In brief, we found that the states could save millions of dolars, in the aggregate,
through a more efficient Medicaid vaccine purchase and reimbursement strategy.
States can also improve their immunization rates by establishing or improving
tracking, outreach, and education systems.

BACKGROUND

Although the Public Health Service had a goal of immumizing 90 percent of pre-
school children by 1990, the United States has one of the lowest rates in the West-
ern Hemisphere for preschool immunizations against such diseases as measles,
inumps, and polio. In 1990-less than one decade after the United States had nearly
eliminated measles from within its borders-this nation reported over 27,000 mea-
sles cases and 89 resulting deaths. Unvaccinated preschool children accounted for
nearly half of these measles cases and 66 percent of the deaths. Failure to vaccinate
preschool children has been largely attributed to inadequate access to preventive
health care services and the increased cost of vaccines.
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Childhood immunization is one of the most effective means of health promotion
and disease prevention. Immunization against childhood diseases averts the costs of
treatment for preventable diseases and saves as much as $14 for every $1 invested.
Nevertheless, based on information that the states provided to us, Ihe average re-
school full immunization rate among the st-ates is 69 percent. The Centers for Dis-
ease Control (CDC), which studied immunization rates in selected states and cities,
believes the overall national immunization rate is actually lower and points out that
only about one-third of all urban preschool children are fully immunized. The Public
Health Service and the American Academy of Pediatrics recommend that all chil-
dren be vaccinated against mearles numps, and rubella; oral polio; diphtheria, per-
tussis, and tetanus; hemophilus influenza type b; and perinatal hepatitis by 2 years
of age.About half of American children are vaccinated by private physicians and half by

public providers such as community health centers. In either case, Medicaid may
reimburse for eligible children. As a result of recent program expansions, preschool
children with family incomes up to 133 percent of the federal poverty level are po-
tentially eliible for Medicaid-this group now accounts for about one-third of all
preschool children.

Financial support for state immunization programs also comes through CDC ac-
tivities. CDC is responsible for providing leadership and direction in the prevention
and control of preventable childlhood diseases. To help meet this responsibility, it
provides technical assistance and grants to state and local health agencies for plan-
ning, developing, and conducting childhood immunization programs. CDC grants in
fiscal year 1991 totalled $t82 million. To achieve cost savings in immunization pro-
rans, CDC has contracted for the bulk purchase of vaccines for state and local

alth agencies. CDC's contract price is substantiaUv lower than private-sector
prices for vaccines because manufacturers have agreed to lower prices in order to
make the vaccines available to poor children.

Health agencies have used CDC grants to acquire vaccines at reduced coat for
about half of the public-sector needs. State and local health agencies may also buy
vaccines through the CDC contract with their ow-n funds. Health agencies that pur-
chase such vaccines and distribute them to Medicaid health care providers may be
reimbursed for the vaccines' cost by state Medicaid programs.

To meet our review objectives, we administered questionnaires on immunization
practices and vaccine reimbursement costs to all state health aid Medicaid officials.
Only one state did not respond to our survey. We also examined innovative child-
hood immunization programs in Masachusetts. Illinois, and Arkansas. Finally, we
met with CDC and Health Care Financing Administration officials to obtain pro-
grammatic information.

STATE MEDICAID PROGRAMS COULD SAVE ON VACCINATION COSTS

Most state Medicaid programs could save money if low-cost vaccines acquired
through CDC contracts were made available to health care providers who admin-
ister vaccinations to poor children. Currently, state and local health departments
can purchase low-cost vaccines through CDC s bulk-purchase contracts with manu-
facturers. Generally, these health departments distribute these vaccines to public
health providers, such as public health clinics. In about half the states, these clinics
are the major source of Medicaid immunization services.

Vaccine Replacement Progrants Can Yield Substantial Savings
States can also purchase vaccines acquired through CDC contracts for running

vaccine replacement. programs for al providers to use for their Medicaid patients.
As of May 1991, public i, nth agencies in nine states purchased vaccines through
CDC contracts and supplied them free to those Medicaid providers who wanted to
obtain their vaccines in this manner.1 In these states, Medicaid programs reimburse
the hedth departments for the lower cost vaccines and save money by reimbursing
for vaccines at the CDC contract price rather than the regular commercial price. Illi-
nois, for example, saved over $1.5 million in 1991 by reimbursing this way. Even
in these nine states, however, not. all Medicaid providers take advantage of this op-
portunity. For those who do, heaith departments replace the Medicaid providers'
supply of vaccines with vaccines purchased through CDC contracts.

Ten additional states purchase the low-cost vaccines from CDC and distribute
them free to all providers, for both Medicaid and non-Medicaid use, a practice re-
ferred to as a universal vaccine distribution system.

'A month later, one of these states discontinued its vaccine replacement program because of
funding constraints.
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In the other 30 states that responded to our survey, low-cost vaccines are not sup-
plied to all private Medicaid providers. In most of these states, Medicaid reimburse-
ments for vaccines are based on private-sector vaccine costs, which are considerably
higher than costs under the CDC contracts. For example, the private.sector price
for oral polio vaccine is almost five times greater than the CDC contract price. The
private-sector price for hemophilue influenza type b vaccine is almost three times
more expensive than the Cl)Ccontract price.

Thirty-two state Medicaid programs provided GAO with information on the nuri-
ber of vaccines for which they reimbursed providers in 1990. Had these vaccines
been acquired at the CDC contract price rather than the private-sector price, Medic-
aid programs in those states would have saved $14.2 million.

States Face Barriers to Wider Use of folk-Purchase Vaccintes
States told us that funding for purchasing and distributing CDC contract vaccines

to Medicaid providers is a major barrier to establishing a vaccine replacement pro-
gram. First of all, Medicaid will reimburse health departments for the costs of vac.
cines only after they have been administered to children. Therefore, the states tust
first come up with enough money to purchase the initial supply of vaccines. Even
though making the initial purchase of vaccines would be a one-tune cost (since sub-
sequent vaccine purchases would be reimbursed) most states told us that funding
the initial outlay is a significant hurdle. Noriethefess, this initial expenditure would
be more than offset by recurring Medicaid savings while benefitting children's
health.

Secondly, establishing and maintaining a system to handle, store, and distribute
vaccines to private Medicaid providers entails additional expenditures. Creating
such a system also expands the traditional public health role, and some state health
departments are reluctant to get involved in what they perceive as a wholesale dis-
tribution system.

Even when states have vaccine replacement programs, not all private providers
participate in the replacement programs because there are also barriers to individ-
ual physician participation. hliese include delays for vaccine replacement, the ad-
ministrative burden of keeping separate records for public and private vaccines, and
what some see as inadequate Medicaid reimbursement for vaccine administration.
Use of Individual Rather Than Multiple Vaccines Results in Higher Medicaid Costs

Further savings of Medicaid funds could be achieved if states required the use of
combined vaccines rather than reimbursing individual injections of single-antigen
vaccines. Combined vaccines provide protection against multiple diseases, such as
measles, mumps, and rubella, whereas single-antigen vaccines protect against only
one disease. Except during a disease outbreak, the Public Health Service's and the
American Academy of Pediatrics' iinuization guidelines recommend the use of a
combined measles, muvups, and rubella vaccination for routine immunizations of
preschool children. At least 36 state Medicaid programs, however, routinely paid for
single-antigen vaccinations.

According to CDC officials, medical justification for using a single- rather than
combined-antigen vaccine for preschool children should be rare. A substantial n, m-
ber of single-antigen injections may have been given wastefully as seen in a New
York State Health Department analysis of 1989 Medicaid claims. In that study, the
health department concluded that single-antigen vaccines were inappropriately ad-
ministered in 45 percent of the 23,885 immunizations given in private physicians'
offices to children between the aes of 1 amid 4. Because of this practice, opportuni-
ties were lost for achieving full immunization of these preschool children, and im-
munization costs increased. Based on our survey results, the average Medicaid reim-
bursement for the three single-antigen vaccines is 60 percent higher than the reim-
bursement for the combined vaccine.

BETTER TRACKING, OUTREAC11, AND EDUCATION CAN IMPROVE IMMUNIZATiON LEVELS

Although it is possible to reduce Medicaid expenditures for vaccine tions, such sav-
ings alone will do little to improve preschool immunization levels unless the funds
are rechannelcd to more proactive immunization program. Public health depart-
ments need to educate parents about the importance of completing the full immuni-
zation schedule, as well as to identify- and reach preschool children in need of immu-
nizations. According to CDC these activities are key elements of an effective immu-
nization program.

Our analysis of immunization data that states provided indicates that states with
statewide integrated tracking, outreach, and education systems are twice as likely
to have greater success in immuinizing children. However, only 12 states have inte-
grated statewide tracking, outreach, and education systems. Immunization rates in



these states are generally higher than rates in states that do not have such inte-
grated systems; their median immunization rate for preschool children was 66 per-
cent compared with 68 percent in the other states. 2

" ive of these states had rates
that ranged from 72 percent to 84 percent. In addition to having integrated systems,
the two states with the highest rates-Vermont (84 percent) and Massachusetts (79
percent)---supplied certain of the vaccines free to all health care providers, which
also may have contributed to the high rates.

While states that have statewide integrated tracking, outreach, and education sys-
tems do better than states that do not have such systems, immunization rates for
Preschool children in almost all states are still well below 'he Public Health Serv-
ce's 1990 goal of 90 percent. In most states, tracking, outreach, and education ac-
tivities have serious limitations. Tracking systems often do not maintain a complete
record of newborns, outreach is generally limited to mail notices with no personal
contacts, and educational materials on childhood inimunizations frequently are not
disseminated and explained to new mothers at the time they leave the hospital as
suggested by CDC.

State health department officials told GAO that a number of challenges exist to
establishing an effective tracking and outreach system. These include:

-liited state, local, and federal funding for computer equipment and staff;
---difficulties in obtaining birth records in a timely manner; and
-privacy issues inherent in maintaining and using centralized files containing

confidential health information.

CONCLUSION

There is wide agreement that itmunization rates should be dramatically in-
creased. Although funding is a barrier to better vaccination programs, states could
lower their Medicaid vaccination costs by adopting more cost-effective vaccine pay-
ment policies. Savings on vaccine costa could allow states to use their limited finan-
cial resources to improve the effectiveness of their immunization programs, includ-
ing developing or enhancing a tracking, outreach, and education system.

PREPARED STATEMENT OF CI1RISTINE NYE

Mr. Chairman and members of the subcommittee: I am pleased to be here this
morning to discuss the Medicaid program's role in providing imntiization services
to children.

As Secretary Sullivan recently pointed out, "America's immunization program is
one of the greatest success stories in medicine." Serious 'lness from diphtheria,
mumps, pertussis, polio, rubella and tetanus have been reduced by at least 90 per-
cent. Since 1982, 95 percent of children entering school have been immunized. Im-
ntunizations are critical to ensuring that our nation's most valuable asset--our chil-
dren-are protected from serious and potentially fatal illnesses.

The increasing incidence of measles, experienced a few years ago, points out the
need to fill gaps in our nation's immunization program. At the President's direction,
the Department of Health and Human Services recently released an "Action Plan
to Improve Access to Immunization Services" that describes a comprehensive ap-
proach involving four cabinet departments of the federal government. Under the
plan, efforts will be carried out in all 60 states, 13 territories and 24 large cities
to develop community-based immunization action plans. Today, I would like to dis-
cuss the Medicaid program's role in this extensive effort to immunize children vul-
nerable to preventable diseases.

BACKGROUND

Medicaid finances immunizations primarily through the Early and Periodic
Screeiiiiig, Diagnosis and Treatment (EPSDT) program. EPSDT is a comprehensive
program that considers the overall health status of children. The administration of
unmunizations is just one component of this broad health benefit.

In 1991, the EPSDT program served almost 7 million Medicaid children under age
21 and coat Federal and State governments a total of $285 million. These are dollars
well spent considering the EPSDT program is the most effective tool we employ to
combat. childhood illness in our Nation's vulnerable children.

Each State is required to inform eligible families about the EPSI)T program. In
fact, most States have implemented outreach programs to enroll children in the

2
bThis percentage is based on 11 of the 12 states that provided us with immunization rates.



EPSDT program. HCFA is also developing prototype outreach programs and is now
testing them in five States. Under these programs States are targeting media cam-
paigns to recruit providers to furnish prenatal and FPSDT services to Medicaid chil-
dren. States are also working with community groups to establish one-to-one out-
reach among neighbors in targeted locations.

Under the EPSDT program, children are screened to evaluate their health status
and medical needs through a comprehensive physical examination, including labora-
tory testing where appropriate. As a result, necessary immunizations, vision, dental,
hearing and other services are provided to treat identified medical conditions, re-
gardless of whether these services are covered under the Medicaid State plan.
Health care providers must also educate children ald their parents on ways to cor-
rect unhealthy behavior.

I would emphasize that immunizations are required to be administered as part
of the EPSDT screening evaluation. We have no indication that physicians and
other EPSDT providers are failing to do so.

IMMUNIZATIONS

The Health Care Financin Administration provides national direction and guid.
ance to State-administered/N-dikaid programs. There are several important projects
underway to improve immunization services provided through Medicaid'sEP S)T
program. Many of these activities are part of the Department's Action Plan to Im-
p rove Immunization Services. Others are strategies undertaken independent of the
Plan that have been in place for years. All of these efforts will have an interactive
effect to improve immunization practices nationwide.

Vaccine Acquisition
Since 1985, EPSDT providers have been able to use vaccines supplied through

public health agencies. This resulted from a joint effort of the Health Care Financ-
ing Administration and the Public Health Service to develop a guide for State Med-
icaid and public health agencies to implement efficiencies in immunization pro-
grams.

The PHS' Centers for Disease Control coordinates consolidated vaccine purcham.
for State and local agencies through national contracts with suppliers. The CDC
contracts also allow States to use federal funds other than CDC grants to purchase
additional amounts of vaccines. These large-quantity purchases significantly lower
prices from the high cost of vaccines purchased in the open market. These vaccines
are paid for by Medicaid or uider grants from the Public Health Service. In several
States, including Michigan, agreements between Medicaid and public health agen-
cies enable a systematic replenishing of providers' vaccine supplies as they furnish
EPSDT immunizations.

easy access to vaccines could remove a barrier that may inhibit the appropriate
immunization of children at. EPSDT screenings. All States now take advantage of
public health-supplied vaccines. The Department and the General Accounting Office
are studying the degree to which States use these vaccines. This information will
help us assist States in maximizing the low-cost purchase and effective distribution
of vaccines for the EPSDT program

Another way to improve immwuzations would be for Congress to streamline the
requirement that physicians' offices provide lengthy vac-ination information. The
complex nature of tis information could act as a disincentive for parents to get
their children vaccinated.

Inter-Agency Agreentent
This April, we entered into an inter-agency agreement with the CDC to develop

a strategy to promote infant and childhood immunizations. le agreement calls for
collaboration ott several important action steps, including:

" updating the 1985 guide for efficient vaccine acquisition through CDC purchas-
ing contracts and effective distribution to Medicaid providers;

* exploring the development of a data base for analysis of immunization issues;
and

* planning for the dissemination of technical assistance, including the Standards
for Pediatric Immunization Practices to State Medicaid agencies and providers;

In fact, we plan to release the immunization standards this week, when they are
distributed at the annual State Medicaid Directors meeting.

The 18 Standards for Pediatric Immunization Practices were developed by a work-
ing group composed of representatives from professional organizations; public health
organizations; and federal, state, and local health departments. Though simply stat-
ed; the standards succinctly structure key practices that must occur if we are to



strengthen our national immunization program. The standards address the issues
of eliminating barriers or prerequisites, minimal or no fees, tracking and record-
keeping vaccine management, medical protocols, arid patient oriented, community
approaches.

Action Plan
The activities I just described are interrelated and fit into the Department's much

larger and broader Action Plan to Improve Access to Inununization Services pub-
lished in April. The Plan was developed as part of the Report of the Interagency
Comwiittee on Immunization and spells out specific goals and objectives for several
government Departments mid agencies.

The goals for the Health Care Financing Administration include:

" Issuing guidelines for immunizations provided by the EPSDT program. In July
1990, we distributed manual instructions advising States to:

-- assess whether children screened by EPSI)T have been immunized against
diphtheria, pertussis, tetanus, polio, measles, rubella, and mumps;

-make immunization records available to providers;
-provide appropriate immunizations; and
-inform the supervising providers of chil d ren's immunization status.

This week, we will distribute updated guidelines at the State Medicaid Direc-
tors meeting that include immunizations for haemophilus B mad hepatitis B.
Manual instructions will follow within the next few weeks.

" Sponsoring immunization workshops to encourage cooperation between Medic-
aid and local health departments;

" Improving immunization services in cooperation with the Maternal and Child
Health Technical Advisory Group;

" Conducting an EPSDT mana cement review in every State to determine immu-
nization patterns, the extent Medicaid acquires vaccines through the CDC con-
tracts, and reimbursement for immunization services; and

" Tracking immunization status in EPSDT programs.

lhe larger goal we are aiming for is to have 80 percent of all eligible children
served by the EPSDT program by 1995.

One way to help accomplish this goal is by enrolling more Medicaid children in
coordinated care plans, such as I fMs. children with access to primary care
through coordinated core plans otre more likely to have immunizations than those
cifdren receiving only episodic core.

Ile concept inherent in coordinated care is the efficient use of health care re-
sources, with an emphasis on preventing disease. Virtually all coordinated care
plans provide immunizations. And, ueder our new model quality assurance plan,
which will be ready for State use in the next 6 months, Medicaid coordinated care
plans could track 1 inununizations for their enrolled children, regardless of where
the vaccine was administered. Significantly, the tracking would begin at age 2, un-
like current practice which begins when the child enters school at age 6.

Greater use of coordinated care in the Medicaid program is a key part of the
President's Con prehiensive Health Care Reform Plan. The President proposes to
eliminiate obstacles to the use of coordinated care plms and encourages States to
adopt innovative approaches to serve needy populations.

S. 2116
We believe the coordinated efforts of the departmentt will be effective in strength-

ening our nation's immunization practices. The Medicaid program is already in-
volved in many activities that accomplish the objectives of the Chairman's bill, S.
2116.

For example, many of the access and referral problems the bill addresses would
be mitigated by greater use of coordinated care. The demonstration on vaccine pur-
chasing would duplicate our ongoing activities with CDC and State public health de-
partments. Data and tracking issues addressed by the bill are being reviewed at
many levels within the )epartment.

We do not support a demonstration on enhanced reimbursement for immunization
services without evidence that payment levels are, in fact, inhibiting access to im-
munizations. We recognize the value of an aggressive outreach program and are al-
ready working with States to implement outreach to bring children into their
EPSDT programs. However, we stand by our pledge to the Governors to refrain from
additional Medicaid mandates during this period of fiscal crisis in both the State
and federal budgets. Accordingly, in view of activities already underway, we do not
favor enactment of S. 2116.
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CONCLUSION

The Medicaid program is committed to improving the immunization levels for eli-
gible children. Our collaborative activities will streamline access to immunization
programs by coordinating federal efforts. These efforts, .-ombined with increased fed-

eral funding for immunizations requested in the President's FY 1993 budget and .ac-

tion taken at local levels, form a national campaign to better our nation's immunize

tion program.



COMMUNICATIONS

STATEMENT OF niE A1mEcAN CYANAMID CO.

Chairman Riegle and members of the Subcommittee, Lederle-Praxis Biological$ is
pleased to have this opportunity to submit a written statement for the hearing
record on "Medicaid Impact on Child Immunizations." Your focus on this issue is
very appropriate because we believe that continuation of the successful partnership
between industry and government, at the local, state and federal levels, is esentia
for the achievement of our shared goal of improving immunization levels in this
country. We commend the Chairman for holding these hearings and for sponsoring
S. 2116, the "Comprehensive Child Health Immunization Act.' We support the ob-
jectives of this legislation, although we have some concerns about specific provisions
that may duplicate existing efforts.

The vaccine business of Lederle's Laboratories has a long and proud history. Be-
ginning at the turn of this century with Dr. Lederle, we have long worked closely
with public health officials to immunize children against vaccine preventable dis-
eases. Since the introduction of oral polio vaccine thirty years ago, we have consist-
ently supplied that vaccine and combined diphtheria tetanus and pertussis vaccines
to the American public. We stayed in the vaccine business even when confronted
in the mid-1980's with the threat of crippling liability, with no insurance after irre-
sponsible media reports of alleged riaks associated with DTP stimulated hundreds
o lawsuits. When other companies ceased distributing DTP vaccine or dropped out
of the business entirely, Lederle took extraordinary measures to continue providing
DTP to the American public. At that time we faced over 340 lawsuits claiming dam.
ages in excess of $3.5 billion--an amount greater than the entire net worth of our
comply.

The fact that we stayed the course during those troubled times is just one exam-
pie of our commitment to our nation's children. Another example is our long-lastin
commitment to vaccine innovation, as evidenced by our $238 million purchai of
Praxis Biologicals that greatly enhanced our biotechnology capacity. This subett
tial research investment has recently begun to show dramatic results.

Two years ago, our Haeniophilus influentzae type b vaccine, HibTITER was the
first new vaccine to be approved for infant use since the introduction of 6PV. The
Haemophilus bacterium and associated meningitis caused hundreds of deaths and
neurologically damaged children each year-with more than $2.5 billion in annual
costs, according to CDC estimates. Within one year of full use of HibTITER, the dim-
ease incidence has declined dramatically.

Last year, we became the first U.S. company to obtain approval for an acellular
pertussis vaccine, the long-awaited less reactive alternative to whole cell pertussis
vaccine. The public clamor for this vaccine illustrates an important point about
childhood vaccines. Despite solid scientific evidence that whole cell DTP was not as-
sociated with serious or permanent damage, the public perception was to the con-
trary, with perhaps thousands of children going unimmunized or delaying immuni-
zation. We committed substantial expenditures and resources on research to develop
*rd obtain FDA approval for an acellular pertussis vaccine. To lower its cost, we
are currently lobbying Congress for a substantial reduction in the federal excise tax,
which is imposed on the acellular vaccine under the Vaccine Injury Compensation
Program. We propose that the tax on this vaccine be lowered from the current $4.86
per dose to $1.00 per dose or less based upon its lower reactivity.

At pr nt we are concentrating e-ar research efforts not only on new antigens for
Sexually trasrnitted diseases and respiratory and gastrointestinal illness.o, but
aiso on now combinations of existing products. Currently pending at FDA is our ap-
plication for a combination DTP/Hib vaccine which will be an important step toward
cc, oldatinK the increasing number of inoculations. In addition, we are moving to-
ward tbe goal of a multi-valent children's vaccine--one step at a time a we mvt
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to ensure that the successes of the past will not be jeopardized by short cuts that
might imperil our children.

A indicated by the General Accounting Office, increased use of combination prod-
ucts will reduce the number of separate shots necessary for full immunization,
which in turn could produce significant cost savings, in general, and Medicaid sav-
ings, in particular. Moreover, from a public health perspective, combination products
should improve immunization rates by lessening the number of health care visits
required for full inoculation.

The cost of all this effort and achievement should not be overlooked or
unappreciated. We have recently committed in excess of $70 million for new re-
search and manufacturing facilities. Our expectation is that the development of each
new or improved vaccine will require considerable additional investment well in ex-
cess of what has already been committed.

In the current e.kvironment, manufacturers, confronted with an endless demand
for new vaccines and combination products, have less time to recoup their invest-
ment as the pediatric market is a fixed-volvume market. Technology is changing rap-
idly which increases the potential for new approaches while it simlltaneously in-
creases the risk of obtaining a return on investment. This leads us to a discussion
of the single greatest threat to the industry/government partnership and to the long-
term success of the childhood immunization program: th e well -intentioned but mis-
guided effort to have government purchase all childhood vaccines.

The impetus for universal vaccine purchase is traceable to the variance between
prices charged to private physicians and those given the public sector under contract
with the CDC. Simply stated, the underlying reason for the difference in price lies
in the fact that private sector purchases subsidize vaccine sales to the public sector.
This has been a conscious policy of Lederle-Praxis, one which we regarded as a pub-
lic service to ensure that those children in need would have access to subsidized vac-
cines.

Now, however some are urging that the public sector buy all or most vac-ine.
They presume that this purchase will be done at the current, heavily subsidized
Cl)C rice level. That presumption, which may be consistent with a government-
owne and operated vaccine industry, completely ignores the realities of production
and distribution of our existing system, that relies on the private sector. The chair-
man of the State Medicaid Director's Association, whose members are responsible
for leading state efforts to ensure that vaccines are delivered to children in need,
has cautioned the Committee that based on p&st experience such a dramatic shift
could well "backfire" and result in general vaccine cost increases.

For many reasons, universal purchase is a seriously flawed approach to childhood
immtunization. First, because of the prohibitive cost of universal purchase, limited
public resources which are subject to annual budget review, will not be adequate
to meet immunization needs. Second, universal purchase does not address the un-
derlying reasons for low immunization rates. Third, the plan will seriously under-
mine private incentives for vaccine research and development.

To compensate for the price difference as well as for the introduction of new prod-
ucts, universal purchase of vaccines would require multifold increases in public sec-
tor expenditures. We would be happy to share with the Committee the potential cost
impact for each state under various universal purchase scenarios. In addition to in-
creased state and federal vaccine expenditures, monies would be required to cover
the cost of distribution of the vaccines. Current state and federal resources are
stretched thin to keep up with demand, let alone meet new vaccine requirements
and Medicaid mandates. Even with the recent renewed commitment to inununiza-
tion, securing the high level of state and federal expenditures needed to inaugurate
and maintain universal purchase is highly unlikely given annual Federal budget
cost-saving pressures. More importantly, universal purchase proposals do not ad-
dress the central problem of childhood imnunuization-how to improve low immuni-
zation rates for pre-school children. Public health experts appear in agreement that
low inmunization rates are due in large part to inadequate delivery systems which
fail to track inununizations and provide outreach to those who remain
unimmunized. The fact that some 90% of children under age two receive at least
one inimuni' tion strongly suggests the need for enlhanced tracking and outreach
to identify ai.,i immtunize those who at some point have entered the system but have
subsequently been lost.

While some may argue that immunization is discouraged by supposed high cost,
that argument is belied by the fact that vaccines are currently available frme of
charge to anyone who enters a public health clinic, yet low rates of immunization
persist in areas served by these clinics.

A recent study by the Ghildren's Defense Fund divided states into three vaccine
purchase system categories: universal purchase (13 states); vaccine replacement {7



states ; and fee for service (30 states). If universal purchase is the key to improving
low immituization rates then those states currently purchasing all or most of their
vaccines through the public sector should have the lowest incidence of childhood dis-
ease. But the pertussis incidence data from the Morbidity and Mortality Summary
of Notifiable Diseases suggests that the rate of pertussis per 100,000 people is sig-
nificantly higher in universal purchase states than in replacement or fee for service
states.

Another chart from the National Vaccine Program Office shows coverage of mea-
sles vaccine and incidence of measles in eight cities. If public purchase is the key
to widespread immunization, then Seattle and Boston, both located in universal pur-
chase states should have the highest coverage and the lowest incidence. In fact, the
chart shows little discernible impact of the purchase system on coverage and inci-
dence. Moreover, Pittsburgh, the city with the highest coverage and the lowest inci-
dence, is in a fee for service state.

We realize that data from widely varying state passive surveillance systems has
limited value as an accurate measure of success. But neither does it indicate that
universal purchase is the silver bullet for all the problems we face.

In addition, we should all appreciate that vaccine cost is only a fraction of the
total cost of immunization in the private sector. If, despite strong evidence to the
contrary one persists in the belief that cost is a major factor in the rate of immuni-
zation, then one has to also consider the significant cost of administration.

Because of the preceding concerns and for other reasons, we suggest modification
of section 7 of S. 2116, which would establish vaccine purchase and distribution
demonstration programs. Since a number of these proposed programs already exist
in the states, we recommend instead that section 7 of the bill direct the Secretary
of Health & Human Services to conduct a comprehensive assessment of currently
established universal purchase and Medicaid replacement states with regard to im-
mundzation rates, disease incidence levels and efficiency of vaccine delivery and re-
port to Congress on his findings.

Mr. Chairman, Lederle has come to the conclusion that the underlying causes of
low immunization rates among indigent populations have little to do with cost and
much to do with education and accessibility. In line with this understanding, we
have invested significant resources in programs that provide solutions to these prob-
lems, including education and outr. ach efforts at the national ind local levels. For
example, Lederle has contributed in excess of $2 million to one project begun in New
York City which provides immunization and primary health care to homeless chil-
dren. This program, operated by Dr. Irvin Redlener, uses mobile medical vans to
bring immunization opportunities to homeless and other indigent children and uti-
lizes computers to provide recordkeeping and tracking. Dr. edlener's approach is
a useful model for addressing the needs of both urban and rural localities. In fact,
Lederle's contributions have helped to expand his program to remote, rural areas
like the Mississippi River Delta and West Virguiia as well as other urban areas like
Newark and Dallas.

From the standpoint of a U.S. vaccine company, the most problematic feature of
universal purchase is itS impact on research and development. If the government
were the sole purchaser of childhood vaccines, it is difficult to see how more than
one company could remain in the market. Losing the procurement for a vaccine
would effectively terminate a company's involvement in providing a particular vac-
cine because continuous production is necessary for obvious reasons, not the least
of which is job loss, elimination of inventory, mamitfacturing lead-time and quality
control.

The U.S. has been the source of most major advances in vaccine technology, rang-
ing from polio vaccine to haemophilus b and hepatitis b. Our own significant re-
search and development investment in vaccines could not continue if we faced exclu-
sive government purchase, price control& and exclusion from the market for even
short periods of time.

The childhood immunization program can be improved, but that will not happen
by effectively destroying the current industry/government partnership. The very real
problem of low immunization rates in certain populations must be addressed and
must be consistent with limited public resources and with maintenance of an appro-
priate balance between public and private initiative. We believe there should be four
elemeiit to achieve this result:

First, and most importantly, available resources must be targeted to those most
in need. We must not continue to permit the affluent to take advantage of govern.
ment-sponsored programs while the poor are underserved.

The first priority should be the Medicaid population. We believe that "replace-
ment" programs like that in Ohio are a good model for ensuring that Medicaidhene-
ficiaries can receive federally purchased vaccine. Merck has anmounced a distribu-



tion initiative to test ways to improve immunization for Medicaid recipients. While
Lederle will be interested in reviewing the results of these pilot programs, we have
some concerns about the extent whici i private practitioners will agree to serve the
burgeoning Medicaid population given limited reimbursement rates in some states.
We believe that the public sector of necessity must take the lead role in coordinating
and targeting vaccine distribution to Medicaid recipients.

The uninsured represent a second deserving target population, and public health
clinics can help us identify them. Accordingly, community and migrant health cen-
ters and similar public health cliniics should have access to publicly purchased vac-
cines.

But simply roviding subsidized vaccine supplies to pubic health clinics will noi.
be enough if those subsidized vaccines are then distributed in an untargeted fash-
ion. Mr. Chairman, you were disturbed and rightly so, to learn that there were
shortfalls of certain vaccines at public health c inics in Michigan. The particular
vaccine discussed, hepatitis B, likely was not available at the public health clinic
because it is a product that only last year began to be recommended for use in chil-
dren. The fact that it is a newly recommended pediatric vaccine, means that. as yet,
adequate funds have not been appropriated to purchase large supplies under the
CDIC contract. With regard to this particular vaccine, therefore, the problem should
be remedied relatively soon as the appropriations cycle adjusts to the new rec-
ommendations.

The hepatitis B example, however, should not be surprisingly given our current
lack of effective targeting. Neither federal nor state authorities impose significant
guidelines on the distribution of federa~ly-purchased vaccines except to require that
they be Oiven "free of charge." While states are pieced upon those who can receive
free vaccines, shortages at public health clinics are in fact likely to occur.

Just as affluent individuals should not be the beneficiaries of free vaccine pro-
grams states should not be allowed to take lower cost vaccine from the federal con-
tract isproportionately to their needs. It is a matter of sim le fairness. If a state
or loceity is to receive more than 60% of its vaccine from the federal contract, it
should be because it is heavily impacted by need for its inner cities or rural areas
of poverty.

In order to target vaccines more equitably among the states, there must be some
flexibility in the system. Currently there are so-ca ed "maintenance of effort" provi-
sions in some bills moving through Congress that would severely limit CDC's abiity
to re-allocate vaccine supplies to states in need. if those provisions are enacted, it
will be very difficult to adjust the system to benefit most states.

Second, the program must improve the efficiency of its delivery of vaccines to the
public sector. Special ernphasis should be given to improved tracking and outreach
programs, such as those proposed in S. 2116. We should work together to ensure
that appropriated public funds are directed to assist in developing a tracking system
flexible enough to meet both local and national needs. IV

Third, private insurance plans should be encouraged to cover the cost of immuni-
zation. The private pediatrician moy trdy become an endangered species if health
insurance reform, at the federal or state level, does not include provisions for well-
baby and well-child care, including routine vaccination. To accomplish this Lederle
proposes that Congress include in any health insurance reform or tax incentive
package proposals to require insurance companies to make health insurance plans
with both well-baby an well-child coverae available to self-employed and small
businesses at group rate discounts. Reimbursement for such coverage should be
without a coinsurance or annual deductible payment requirement. It would include
all recommended immunizations and would add less than 2% to the cost of a basic
employee health insurance plan.

In 1991, Lederle's parent company, American Cyanamid, expended only $16.60
per employee for well-baby well-child care, pediatric preventative screening, immu-
nizations and vision care for children age 0 to 12. This is a bargain compared to
the $4,000 per employee the company paid for other health care expenses. That is
only four tenths of one percent of the total costl In addition, studies of the Health
Insurance Association of America indicate that the average cost nationally of this
coverage under private health insurance plans is only $36 in additional premiums
per year.

To encourage employers to offer, and employees to elect health insurance coverage
for pediatric preventative services and help them pay for it, we recommend that in-
surance reforms proposals pending in Congress be amended to allow employee i a spe-
cial 125% or other appropriate increased federal tax deduction rather than the :00%
deduction allowed if they select tuinimum coverage plans. Under the President's
plan eligible employees would receive a proportionately larger tax credit voucher for
purchasing their insurance if they elect pediatric preventative coverage. This ap-
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roach would eliminate the bias against prevention in employee health insurance.
t is good public policy for the tax code to favor cost-effective, preventative insurance

coverage over high-cost hoepitalization/treatment coverage.
Fourth, there is a need ror more effective public education regarding the benefits

of childhood immunization. Regrettably, private insurance companies and employers
remain to be educated concerning the cost-effectiveness of immunizations and other
well-baby care. Parents, too, need to be constantly reminded of the importance of
careful attention to immunization schedules, particularly in the early childhood
years. Toward this end, Lederle has initiated and supported a wide variety of immu-
nization awareness and educational programs.

Achievement of these four broad results would ensure that the 90% of children
now receiving at least one shot would receive all the shots necessary for full immu-
nization. Ultimately, these initiatives implemented through the existing partnership
between the federal government, the state and local governments and the private
sector would help us reach our shared goals of 100% immunization. Equally impor-
tant, vaccine manufacturing would have the continued ability to support important
research so that new and improved vaccines with fewer inoculations will be devel-
oped tu protect our children from devastating infectious diseases.

Thank you.
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STATEMENT OF TifE CONNAUGHT LABORATORIES, 
1
NG.

Connaught Laboratories, Inc. appreciates the opportunity to offer its comments to
the Subcommittee on Health for Failies and the Uninsured of the Senate Commit-
tee on Finance regarding S. 2116, the Comprehensive Child Health Immunization
Act.

Connaught's principal focus is pediatric vaccines. In December 1989 Connaught
Laboratories became part of the family of Institut Merieux of Lyon, Prance. This
acquisition, coupled with Merieux's merger with Pasteur Vaccine, established
Connaught as a member of the world's largest company dedicated to the develop-
ment of accines and biologicals. Pasteur Merieux Connaught represents the largest
private effort in basic vaccine research and development in the world, and
Connaught provides the broadest range of vaccines and biologicals commercially
available in the United States from a single company. We have a significant re-
search program for new and improved vaccines, wluch will be discussed further, and
we develop and distribute vaccines against childhood diseases such a diphtheria, tet-
anus, pertussis, polio and Haeniophilus influenza type b, among others. We are a
major provider to both the public and private sectors and, in fact, are one of only
two U.S. companies that continued to distribute DTP in the 1980's during the liabil-
ity crisis.

Connaught's focus in the pediatric vaccines arena provides us with a unique van-
tage point on the inununization program in the U.S. While significant stri des have
been made in pediatric immunization, we all agree that the program in this country
has some problems. These include limited access to and low utilization of vaccina-
tion services, which have led to depressed immunization levels and to outbreaks of
preventable diseases in this country.

Pediatric immunization is one of the most important and valuable elements of our
nation's public and private health care systems. Every study on the subject has
shown that the costs associated with treating preventable childhood diseases are far

heater that the costs associated with immunizing against them. For example, a
C Study showed that $180 million spent on measles vaccinations reduced the in-
cidence of acquired hearing impairment tnd mental retardation, thereby saving $1.3
billion in acute and long-term medical care-more than sevenfold the cost of preven-
tion.

The great strides that have been made in providing immunization are the success-
ful result of a longstanding partnership between the public and private sectors. The
goals of that partnership have been, and continue to be, to protect against as many
illnesses as possible in the greatest nmunber of children possible. We can achieve
that goal only if we continue to aggressively research and develop new and im-
proved vaccines, maintain a reliable source of supply and effectively distribute these
vaccines to a growing ard increasingly vulnerable population.

Perhaps the most significant area to which we have committed resources is in the
development of combination vaccines, which would protect against a number of dis-
eases in a single immunization. These vaccines may become the most significant
weapon in the arsenal to achieve full immunization. Such vaccines have been a iong-
time goal of the public health community. They will involve fewer injections and
fewer visits to health care offices, and should lessen demand on immunization pro-
viders, as well as encourage increased compliance. We are also working on improved
delivery systems, such as vaccines taken orally, which are preferable to injections.
They will preclude the need for syrin es, for example, ad will bf, easier on both
parent and child. This, too is expec 4 to ease the burden of service suppliers and
increase compliance. In addition, research is currently underway on time-release
vaccines.

While we currently have most of the antigens in single administrationn vaccines,
combining them into one is not a simple matter. The development of combination
vaccines is a demanding process because of the need to ensure that no adverse reac-
tions occur as a consequence of combining, that the vaccines are at least equally ef-
fective as when administered separately and that the vaccines are compatible and
stable in the mixture. Arriving at the ideal combination of preservative3 and
adjuvants also presents a difficult problem, as the preservative can destroy the vac-
cine and each protein reacts differently to each adjuvant. The end result must be
a safe, effective, non-reactive, stable, compatible mixture of antigen, preservative
and adjuvant.

The public and private sectors each play important roles in vaccine research and
development. There are three sources of basic research-industry, academia and the
government-and interplay among the three is critical for optimal iiuiovation. There
are many examples of how collaboration among these groups has resulted in new
vaccines and we would like to mention just a few. The first example is the develop-
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meant of the vaccine for Haenroplhilus infiuenzae type b. Carrier-hap te-n technology
was first discovered by an academician, but for years no one understood how to use
it. It took the work of industry to develop the firct application, which resulted in
the first conjugate vaccine and protected against [HIentophilus disease, which was
developed by Connaught. The role of government in this enterprise was significant,
as weDt t for it was the NIH that sponsored one of the clinical trials. The vaccine for
hepatitis B began with basic research from university scientists, after which indus-
try developed an applied form, which was later improved-agfin by industry-
throu gh recombinant technology Acellular vaccines come out of the col aboration of
academia and industry particular to Japan, mid have been further adapted by in-
dustry here for the U.S. population. Thus, we see that cooperation among the three
sectors benefits the overall enterprise-from basic research, to vaccine development
and, ultimately, in bringing products to market. While the NIH serves the impor-
tant functions of basic research md administration of clinical trials, it is rnot the
role of that body to bring vaccines to market. Traditionally, the vaccine industry has
been the source of conmiercialization of basic research, whether discovery occurs in
academia, at the NIH or from industry research. 'lhese efforts in research and de-
velopment, represent a continuous, complex process with a goal of broadening the
reach of immunization, refining existing vaccines to improve efficacy and simplifying
their administration. The promise that these developments hold, however, may take
longer to become a reality-if they are to become a reality at all-if research and
development efforts are threatened.

One approach that has been proposed to address ihe issue of low immunization
rates is universal purchase. Although well-intended, universal purchase is a dan-
gerously shor-sighted proposal. Furthermore it is not necessary. In fact, in those
states that have tried universal purchase, immunization rates appear to he no bet-
ter than in states that have not. It also diverts attention from more critical barriers
to immunization.

I urge you to consider three important objectives-{l) guaranteed supply, 12) at
a reasonable price, (3) in an atmosphere that fosters innovation. The delicate bal-
ance of maintaining these objectives will be critically affected by universal purchase,
which could ultimately =jeopardize any real possibility of achieving universal immu-
nization. The goal of guaranteeing a stable source of supply was achieved after
much effort, thanks to a public/private partnership that supported the Vaccine In-
jury Compensation Act of 1986. Universal purchase, would undermine the stability
that we've worked 10 years to achieve.

Data cornpiled by the Centers for Disease Control show that the primary barrier
to expanded immunization is access, not cost. Each year a, adequate supply of vac-
cine is purchased to fully inununize all children. Where the system fails is in getting
vaccines to children andchildren to vaccines. The provision of the same number or
even more doses of vaccine at a lower cost wiU not solve the problem of delivery
particularly in light of the fact that the cost of the vaccine itself is a relatively small
part of the overall cost of immunization programs.

It is very clear, however, that a dramatic reduction in the revenu o realized by the
companies developing and manufacturing vaccines (by selling all vaccines at CDC
contract prices) would essentially eliminate the required resources--mid the .ncen-
tives--for private-sector vaccine research and development. Continued stability of
the industry will be jeopardized if the distribution of CDC-purchased vaccines is ex-
panded to cover other than those in need. Our company currently has several con-
tracts with the CDC in which we discount our prices heavily. We are not unwilling
to help further in expanding the public sector to ensure that all those in need re-
ceive vaccines. Our ability to do that is, however, supported by revenues we receive
from the private sector. With universal purchase, the support for the .'blic sector
that is provided by the private sector would be eliminated. Thus, universal 'urchase
would ultimately result in higher pricing of vaccines.

Competition among manufacturers would be reduced as well, as individual pro-
ducers would be unable to maintain personnel and the capacity to produce specific
vaccines in those years in which they do not win government contracts. The manu-
factn -er who faied to win government contracts would be under great pressure to
curtal operations or, at worst, be forced out of business. This would directly impact
our stable vaccine supply. Price increases would be inevitable-a further train on
government funds.

Using CDC-purchased vaccines to immunize the needy is a concept that vaccine
developers have long supported. However, we believe it would be imprudent to de-
vote scarce federal and state government resources to pay for vaccines for those who
can afford them.

The nation's childhood immunization system can be improved hut not at the ex-
pense of destroying a key partner-industry. The principal problem i3 low immuni-



zation rates. This must he met through a workable balance of public and private
initiatives.

There are a number of solutions proposed within the Comprehensive Child Health
Immunization Act, that we believe would move the nation toward ensuring that all
children are adequately immunized.

We support the objective of linking the various programs for child and maternal
health to maximize opportunities to identify children who need immunizations, and
to provide them. We are particularly interested in utilizing WIC sites as points of
screening.

We fully support the development of a nationwide computerized tracking system
and registry to assess children's immunization status. The development and imple-
mentation of such a system on a national basis would be a significant step toward
achieving immunization goals.

We believe that general media efforts as well as outreach programs are poten-
tially valuable. We believe that providers should inform parents about the benefits
and risks of immuni',ation with a variety of materials. We feel that some of the cur-
rently mandated federal material will prove cumbersome and difficult for the target
population to read and understand. In that regard, it is conceivable that some of
this educational material may prove to be a deterrent rather than an enhancement
to immunization efforts. There are many organizatiorts, as well as vaccine devel-
opers, that have produced, or are in the process of proIucing, educational materials.
Therefore, it is probhable that a $rent deal cf dul cation of effort is taking place.

We support the goal to create incentiveF that enable all children to receive ongo-
ing, comprehensive health care, including routine vaccination, from private provid-
ers. We are supportive of the concept that all public aid private third-party payers
should reimburse immunization providers adequately for the cost of immunization.
Currently, many private physicians refer Mecdicaid-elibible children to the public
system for immunization and other health care in part doe to Medicaid's low reim-
bursement rates. A key to solving this problem is to pro'ide ,dequate reimburse-
ment for the costs of both the vaccine and adrministrative fees. We should encourage
private insurance companies to join this fubcommittee's efforts to expand access by
providing reimbursement for preventive measures, particularly for immunizing chil-
dren. Insurance coverage should recognize the very favorable cost benefits of vac-
cines.

As we discussed previously in our cri ique of the concept of universal purchase,
using CDC-purchased or priced vaccine,3 to immunize the needy is a concept that
vaccine developers have long support,_d. If the distribution of CDC-purchased or
priced vaccines were to expand to co-.er other than those in need, reduced competi-
tion, higher prices and no new vaccine development of improvements would result.
In turn, efforts to immunize *all children will suffer. Therefore, we would want any
vaccine replacement systems to be capable of verifying and accounting for the Med-
icaid eligibility of their beneficiaries.

We think these solutions will go a long way toward solving systematic barriers
of access to immunization.

We agree with the intent of S. 2116 the Comprehensive Child Health Iminuniza-
tion Act-to improve the health of children by increasing access to childhood immu-
nizations, and wl appreciate this opportunity to provide our thoughts on the very
important matter of assuring that our nation's children are protected against vac-
cine-preventable diseases.
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