
THE WHITE HOUSE
WAS HINGTON

June 26, 1995

MEMORANDUM FOR: Harold Ickes
FROM: Jeremy Ben-

SUBJECT: Immunization Program
Attached are talking points from HHS on the Vaccines for Children
(VFC) program. The following is an overview of the issue.
Background on VFC: VFC provides an entitlement to free vaccine for
the following categories of children:

Children on Medicaid: These children were always entitled to
free vaccine. The major difference under VFC is that costs
that were formerly shared between the Federal government and
the states are now paid entirely by us. This has not
succeeded in immunizing more children, but has given the
states a major fiscal stake in preserving the program. We
have letters of endorsement from Governors Engler, Dean, and
Carnahan. Much of VFC's cost is simply the transfer of these
costs from Medicaid to VFC.

Uninsured children: These children are entitled to free
vaccine if (1) their doctors sign up to be a VFC provider; or
(2) they go to a public health clinic. Prior to VFC they
could receive free vaccine at public clinics under a pre-
existing (non-entitlement) program.
Children whose insurance does not cover immunization: These
children are entitled to free vaccine if they get their shots
at a federally qualified health center.

Reasons for Opposition to VFC:

Vaccine Manufacturers' Profits: The government has the right to
purchase vaccine for the VFC program at below-market prices, which
is why the drug companies oppose the program so vigorously. Prior
to VFC, CDC had negotiated a lower price with vaccine manufacturers
for the 50% of the market that CDC purchased at that time. When
the VFC legislation passed, it automatically extended this lower
price to all vaccine purchase under VFC, even though the
government's share of the market was projected to grow to 70-80%.
In some cases, the discrepancy between the CDC price and the market
price is very significant. The manufacturers allege that the
resulting revenue drop will significantly limit their research into
new vaccines.
VFC also gave states the right to purchase vaccine for all children
in the state at the low CDC price. Few have taken advantage of
this option, but it has particularly enraged the drug companies.
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How to Target Under-immunized Children: VFC's main advantage is
that uninsured children can receive shots at their private doctors'
offices, rather than having to make an extra trip to a public
health clinic. It is common for private physicians to send
uninsured children to clinics for their shots because they are free
in that setting. However, often these children do not make it to
the clinic, resulting in missed opportunities for immunization.

Critics like Senator Bumpers say that the children most likely to
be behind on their shots are seen regularly by public clinics and
private doctors, and that they miss their shots not because of cost
but because their parents are not aware of the immunization
schedule (which is quite complex), or because the parents are not
well-organized or responsible enough to see to it that the
vaccinations take place. These critics point to the fact that
almost all children get their shots by age 6, when they must have
them in order to start school. They would prefer to focus on
enhancing public clinic outreach to these families rather than
creating a new child entitlement.
Our response is that we agree that cost is not the only barrier,
which is why VFC is just one of five parts of the Childhood
Immunization Initiative. Other components include grants to states
and localities to expand public clinic services, a community-based
outreach effort to educate parents and providers, and better
detection of vaccination levels and outbreaks of infection.
Options: Staff from the Domestic Policy Council and the First
Lady's office have developed some options for modifying the
program's structure and eligibility; they have been discussed with
HHS and OMB. We are planning to convene a meeting with the chief
of staff very soon to decide on our legislative strategy, including
how strenuously to defend the program's current structure.
The likelihood that Medicaid will be block granted means that the
program won't survive in its current form. If Medicaid is block
granted, the best outcome would be to structure the vaccine program
as "entitled" grants to states for immunization. Key questions are
whether to let states decide which children they will serve, or to
cut back explicitly on which children are eligible for the program.
We could respond as we have in the Medicaid block grant debate, by
fighting Congress's proposals but laying out our priorities and
offering to work with them on changes to the program.
In the meantime, we have more information on the program if you
need it.
cc: Erskine Bowles

Alice Rivlin
Mike McCurry
Doug Sosnik
Marcia Hale
Melanne Verveer
Carol Rasco
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Talking points - Vaccines for Children

; The Vaccines for Children program is an important part of theDroader chiléhood Immunization Initiative. The CII includes tivekey strategies to improve preschool vaccination rates. Thesednolude improving the quality and quantity of vaccination deliveryServices; reducing vaccine costs; increasing awareness, communityparticipation and partnerehips; impreving the monitoring of diseaseand vaccination coverage; and improving vaccines and vaccine use.
Improving preschool immunization rates is one of the ClintenAdministration's highest priorities. Since taking office, theClinton Administration has doubled funding, and guaranteed funds'for new vaccines. Legislation to launch a new ChildhoodImmunization Initiative was introduced soon after President
inoreasing vaccination levels for two-year-old children to 90'percent for the most critica] doses. And a new program to provide'free vaccines to millions of poor and uninsured children wasinstituted.

Clinton's inauguration. specific goal waa set for 15996:

'While child immun zation rates have improved since tha 1999-1991meaeles epidemic, VWrc is a key part 6f the national strategy teeach the
Vaccinated by aga |twe.re-school childre (average age 27 months) had not receivederieg: of

one alilien ebildren whe are not fullyA 1993 survey found that 33 Percent of
the thre most critical vaccines (MR, DTP and polio)

full
'Children againet bacterial meningitia; and 84 percent had not been'vaccinated against Hapatitis B, which causes liver disease.

¢omts and missed opportunities for immunizataon. In thea past ten

Pediatrics ehowed that 43 percent of pediatricians had increasedtheir referrals te public clinica for vaccinations in the precedingten yeara, primarily because of coste.

out 45 percent not received the HIB vaccine, Wnich protacts

a an integral par of the CII, the Vaccines for Children progranCuses on making ree vaccines nore widely available, reducing
costs have increased ten-fold: the private costof a

$270 in 1994, A
full 6eries of inmunisations inoreased. fram about $27 in i963Spring 1992 survey by the American Acadeny of

tnder the program, vaccines will be provided rree te children

that means missed opportunities for immunizations and fragmentedcare. And parents can choose which provider makee the most sensefor their child, because the difference in price between the twosettings (3270 and 129) won't be a factor.

wha are earelled in Medicaid or uninsured s and to mative Americanshé Alaskan natives. That means that physicians will no lenger havete refer uninsured hildren to public clinics, a common practice
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This will make a :remendous differance far aina million uninsuredAmerican children, While Medieaid recipients can receive ireevaccines under current law, working families have not had the saneguarantee. Under VFC, mors than one million infante and toddlers"without insurance will now be quaranteed free vaccines, and theirparents will pay only a modest administration fae. And beacause tenRercent of all American children doen't have health insurance, VFCwill also help millions more older Children whe need follow-upvaccines at aga four and fifteen.
igible child will receive vaasinations, even ifParents cannot afford to pay the sdninistration fee. Privatedectors will continue to serve their regular patients, even if theparent or guardian cannot afford to pay the administration fae.Other needy children will not be charged a fee in public clinics.

Zn addition, VFC will provide free vaccines te children withlimited inaurance in rural health clinics and Federally Qualified
ineurance plans don't cover vaccinationa will continue to beeligible for free accines.
Funds for new vaccines will automatically be provided. Under vFc,new childhood vaccines recommended by a federal advisory committeewill automatically) be purchased by the federal government andprovided free to el igible children and budget constraints willnever again limit of delay federal purchase of new vaccinas.
States will be able te save noney by ordering vaccines at thelower, government price. Because VFC will lower states' Medicaidcosts for vaccines, these savings can be used to keap clinics openlonger, or take other maasures to increase immunization rates. Andmore states will be guaranteéd the lower CD¢ price for tha vaccinesthey do purchasa.
Child immunization protects chilaren and saves money. For exanple,every dollar spant the MR {measlea/mumps/rubella) vaccine saves$21 in petential health cara coets. For the DTP (diphtharia/tetanus/pertussis) vacoina, the cost-benefit ratio is 30 to 1. And

timed

Health Canters. In these settings additional children whose

for polio, it's 6 ta 1. +

+
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Questions and on the VFC Progran6/26/95
Q@: The GAO hag! challenged cpcte assertion that the cost ofvaccines ts barrier to childhood immunization, Is cost abarrier er not?
As Cost ie a barrier becauge it contributes to delays inachieving fu

vaccines, ha cost ef the completa vaccine series has
immunization ef preschool children with today's

increasad te fold in the past 12 years. Sincepay about §270 in vaccine costs and an additional amount in
Parents must

administration fees for the series thoseinsurance not geek immunizationsdoctors but vom public health clinies where vaccine vatefron their
or available nominal cost. Having to free
public clinic can ragult in delays and missed Opportunities

make extra viaits to
for immunizat on.
Numerous surveys of practitioners and health departments havealso dccumeanted increased referrala of patienta from theirprimary care providers to public clinics, with cest as themost impertan reason cited. A 1992 American Academy ofPediatrics study revealed that 55 percent of pediatriciansrefer gome or all or their patients to a public provider ferimmunizations. A 1992 North Carolina survey showed that 93percent of physicians referred patients to haalth departmentsfor immunizations, and atates such as New York have showedSimilar trends.

Qi The GAO has
targeted to ce tain population toups and areas referred to a

ecommended that the VFC program should ba
pockets of nea a. Doesn't make sense?

A: We believe, an Congress has agreed, that the proper goal ofFederal immunization efforts is to raisa immunization levelsnation, and te Put in place a sustaineblesystem that wi ? ensure that immunization rates remain high.The GAO conclusion assumes that "general immunigation rates"ara not now a problem and will not be a problem in the future.

througheut the

While child immpnization rates have improved since the 1989~1991 measles epidemic, vFe is a key part of a nationalstrategy oa reach the one million American children under twowho are unvaccinated against one or nore deadly diseases.1993 survey found that 28 percent of pre-school children(average age 27 nonthe) had not recaivad a full series of thethree mogt crit cal vaccines (MMR, DTP and polio). About 40percant had net received the HTB vaccine, which protectschildren against bacterial méeningitia; and 84 percent had notbeen vaccinated against Hepatitis 8, whien causes liverdiseasa
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Does the Administration oppose folding the Vaccines for (Children (VFC) programinto a block grant?

The Clinton Administration has a very simple goal -- to improve preschoolimmunization rates. Since taking office, the President has lead un aggressive
campaign to reuch|that goal, and we have made great progress. Bult we believe that
'our current investment in children's immunizations must be maintained. Childhood
immunizations arc one of the most cost-effective public health investments we cun
make -- they save lives and they save money. To take just one example, for everydollar spent on the measlcs/mumps/rubella vaccine, we save $21 in health carc costs.

We are more than jwilling to work with Congress to make changes to improve theVFC program. But. we are not willing to watch us Congress slashes funding for
childhood immunizations in just one morc shortsighled attempt to cut the budget.

Is the
Administratign's position that VFC must remain an entitlement?

Our position is clear. We believe that the federal budgct should be balanced, but in
a way that makes sense. The President has laid out a proposal that retuins coverageunder Medicaid while reducing spending and giving states more flexibility.Medicaid is a critica health care program; it can certainly be improved,but not by
cutting it dramatica ly to balance the budget. The same applies to VFC. If we cun
improve the way we arc going about our childhood immunization efforts, we're
certainly willing to Work on it. But we must maintain poor and uninsured children's
access to lite saving and cost-cffective vaccines.
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