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Immunization Funding AH Public Sources 
(Dollars in Millions) 

FY 93 FY 94 FY 95 FY 96 1/ 

CDC: 

Vaccine Purchase $193 $196 $152 $166 

Infrastructure $45 $163 $142 $142 

Other 3/ $103 $169 $170 $170 

Subtotal, CDC Immunization $341 $528 $464 $478 

Medicaid: 
Federal Vaccine Purchase $130 $155 2/ — 
Federal Vaccine Administration $40 $45 $50 $60 

Subtotal, Federal Share $170 $200 $50 $60 
State Vaccine Purchase $97 $115 — — 
State Vaccine Administration $30 $34 $37 $45 

Subtotal, Slate Share $127 $149 $37 $45 

VFC: 
Vaccine Purchase — — $339 $328 
Distribution - — $20 $20 
Ordering — $8 $8 
Operations — $9 $10 

Subtotal, VFC -- — $377 $365 

TOTAL, PUBLIC IMMUNIZATION $638 $877 $928 $948 

C O 

e n 
c r> 
r v> 
c o 

o o 

Vaccine Purchase (Non-Add) $420 $466 $491 $494 j 

U Reflects 50 percent Federal excise tax savings {-$25 M discretionary: -S47 entitlement) proposed in the FY 1996 President's Budget. 
2/ Not availcble. 12 Month extension of Medicaid coveraga is included within the current VFC estimate and will be available at a later date. 
3/ Increase from FY 93 to FY 94 is primarily grants for surveillance and response, tracking systems, enhanced efforts in Global polio 

eradication, and other activities to improve immunization levels. 
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Vaccines for Children Program 

1. Communications Strategy 

Do we continue to defend the program? If so. how? (Clearly our approach depends 
on our longer term strategy.) 

State support (ASTHO, Governors) 

Group support (American Academy of Pediatrics, Children's Defense Fund) 

2. Legislative Strategy 

Do we work with the manufacturers to come up with a compromise we can 
live with? What is the process for doing that? 
Do we work with the hill? Waxman? What to do about Bumpers? 

3. Policv Decisions Jô n fynni 

What kind of solution can we live with? 

The two major concerns: 

(1) VFC is an entitlement out of control 

We can cap the growth of the program in several ways: 

(a) By limiting eligibility 

Eliminate categories of eligibility 
Cap grants to states and allow states to determine eligibility 

(b) By limiting state optional purchase (either completely or on a 
sliding scale) 

(c) By limiting coverage of new vaccines 

(2) VFC doesn't address the real problems/cost is not a barrier 

We can continue to argue that cost is one proven barrier and that we 
are addressing other barriers as well in other parts of the Childhood 
Immunization Initiative. 

• Alternatively, we can provide flexibility to states and allow them to 
use funding for initiatives other than vaccine purchase (e.g., outreach, 
expanded clinic hours). 
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MEMORANDUM 

TO: H i l l a r y Rodham Clinton 

FR: I r w i n Redlener, M.D. 

DT: 26 June, 1995 

RE: VACCINE FOR CHILDREN PROGRAM 

H i l l a r y , I am very distressed about recent s t o r i e s on VFC, 
p a r t i c u l a r l y the Pear piece on the GAO report as well as the 
Goldberg op-ed, etc. There have been a l l kinds of ways t o make 
t h i s program a winner, control the story and have VFC tu r n out to 
be a s i g n i f i c a n t l y p o s i t i v e accomplishment f o r children and f o r the 
administration -

As you know, I have been concerned about aspects of the program 
since the beginning and have gotten absolutely no where i n ge t t i n g 
myself heard other than to have my judgement and/or l o y a l t y 
questioned. But, the la s t thing you and the President need from 
people l i k e me i s to hear what people think you want to hear. 

I n my opinion, you have been repeatedly i l l - a d v i s e d on VFC and 
other issues around health care. This has been the case f o r more 
than two years and i t i s a source a profound f r u s t r a t i o n . I hope 
i t i s not necessary f o r me to t e l l you that I am making t h i s 
statement w i t h nothing but the greatest respect f o r you and the 
President and a deep commitment to the goals which you have 
espoused from the beginning. 

I believe there i s much to be salvaged f u n c t i o n a l l y and p o l i t i c a l l y 
around the concept of ge t t i n g a l l American children immunized; t h i s 
includes a t t e n t i o n to infr a s t r u c t u r e f o r poor families as well as 
r e l i e v i n g the cost burden f o r the middle class. 

There i s much that can and should be done now around VFC and a 
number of health related issues more generally. I sent Melanne a 
memo a few weeks ago which included recommendations f o r beginning 
to deal with the medical community and some basic health issues 
r i g h t now. Even without proposing anything resembling major health 
reform before 1996, I believe there are a number of dramatic and 
important steps that can and should be undertaken over the next few 
months. 

In any case, I would be happy t o discuss any of t h i s w i t h you and 
would be available at any time. 

Please give my best t o the President. 
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Vaccine Purchase (Non-Add) $420 $466 $491 

FY 93 FY 94 FY 95 FY 96 1/ 

CDC: 
Vaccine Purchase $.196. ) $152. > $166: 

Infrastructure $45 $163 $142 $142 

Other 3/ $103 $169 $170 $170 

Subtotal, CDC Immunization $341 $528 $464 $478 

Medicaid: 
Federal Vaccine Purchase $130 $155;; 2/ — 
Federal Vaccine Administration $40 $45 $50 $60 

Subtotal, Federal Share $170 $200 $50 $60 
State Vaccine Purchase ^97. .$115T — — 
State Vaccine Administration $30 $34 $37 $45 

Subtotal, State Share $127 $149 $37 $45 

VFC: 
Vaccine Purchase — — $339 $328. 
Distribution -- — $20 $20 
Ordering - - $8 $8 
Operations $9 $10 

Subtotal, VFC - - $377 $365 

TOTAL, PUBLIC IMMUNIZATION $638 $877 $928 $948 

$494 

1/ Reflects 50 percent Federal excise tax savings (-$25 M discretionary, -$47 entitlement) proposed in the FY 1996 President's Budget 
2/ Not available 12 Month extension ol Medicaid coverage is included within the current VFC estimate and will be available at a later date. 
3/ Increase from FY 93 to FY 94 is primarily grants (or surveillance and response, tracking systems, enhanced efforts in Global polio 

eradication, and other activities to improve immunization levels. 
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THE WHITE HOUSE 

W A S H I N G T O N 

June 26, 1995 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

Harold Ickes 

Jeremy Ben-; 

Immunization Program 

63 Jt 

Attached are t a l k i n g p o i n t s from HHS on the Vaccines f o r C h i l d r e n 
(VFC) program. The f o l l o w i n g i s an overview of the i s s u e . 

Background on VFC: VFC p r o v i d e s an e n t i t l e m e n t t o f r e e v a c c i n e f o r 
t h e f o l l o w i n g c a t e g o r i e s o f c h i l d r e n : 

o C h i l d r e n on Medicaid: These c h i l d r e n were always e n t i t l e d t o 
f r e e v a c c i n e . The major d i f f e r e n c e under VFC i s t h a t c o s t s 
t h a t were f o r m e r l y shared between the Federal government and 
the s t a t e s are now p a i d e n t i r e l y by us. This has not 
succeeded i n immunizing more c h i l d r e n , but has g i v e n t h e 
s t a t e s a major f i s c a l stake i n p r e s e r v i n g the program. We 
have l e t t e r s o f endorsement from Governors Engler, Dean, and 
Carnahan. Much o f VFC's cos t i s s i m p l y the t r a n s f e r o f these 
c o s t s from Medicaid t o VFC. 

o Uninsured c h i l d r e n : These c h i l d r e n are e n t i t l e d t o f r e e 
v a c c i n e i f ( 1 ) t h e i r d o c t o r s s i g n up t o be a VFC p r o v i d e r ; or 
(2 ) t hey go t o a p u b l i c h e a l t h c l i n i c . P r i o r t o VFC t h e y 
c o u l d r e c e i v e f r e e v a c c i n e a t p u b l i c c l i n i c s under a p r e ­
e x i s t i n g ( n o n - e n t i t l e m e n t ) program. 

o C h i l d r e n whose in s u r a n c e does not cover immunization: These 
c h i l d r e n are e n t i t l e d t o f r e e vaccine i f they get t h e i r s h ots 
a t a f e d e r a l l y q u a l i f i e d h e a l t h c e n t e r . 

Reasons f o r O p p o s i t i o n t o VFC: 

Vaccine Manufacturers' P r o f i t s : The government has the r i g h t t o 
purchase vaccine f o r t h e VFC program a t below-market p r i c e s , which 
i s why the drug companies oppose the program so v i g o r o u s l y . P r i o r 
t o VFC, CDC had n e g o t i a t e d a lower p r i c e w i t h vaccine m a n u f a c t u r e r s 
f o r t h e 50% of t h e market t h a t CDC purchased a t t h a t t i m e . When 
the VFC l e g i s l a t i o n passed, i t a u t o m a t i c a l l y extended t h i s lower 
p r i c e t o a l l vaccine purchase under VFC, even though t l i e 
government's share of the market was p r o j e c t e d t o grow t o 70-80%. 
I n some cases, the discrepancy between the CDC p r i c e and the market-
p r i c e i s very s i g n i f i c a n t . The manufacturers a l l e g e t h a t t h e 
r e s u l t i n g revenue drop w i l l s i g n i f i c a n t l y l i m i t t h e i r r e s e a r c h i n t o 
new v a c c i n e s . 

VFC a l s o gave s t a t e s the r i g h t t o purchase vaccine f o r a l l c h i l d r e n 
i n the s t a t e at the low CDC p r i c e . Few have taken advantage o f 
t h i s o p t i o n , but i t has p a r t i c u l a r l y enraged the drug companies. 



How t o Target Under-immunized Children: VFC's main advantage i s 
t h a t uninsured c h i l d r e n can receive shots at t h e i r p r i v a t e doctors' 
o f f i c e s , r a t h e r than having t o make an ext r a t r i p t o a p u b l i c 
h e a l t h c l i n i c . I t i s common f o r p r i v a t e physicians t o send 
uninsured c h i l d r e n t o c l i n i c s f o r t h e i r shots because they are f r e e 
i n t h a t s e t t i n g . However, o f t e n these c h i l d r e n do not make i t t o 
the c l i n i c , r e s u l t i n g i n missed o p p o r t u n i t i e s f o r immunization. 

C r i t i c s l i k e Senator Bumpers say t h a t the c h i l d r e n most l i k e l y t o 
be behind on t h e i r shots are seen r e g u l a r l y by p u b l i c c l i n i c s and 
p r i v a t e doctors, and t h a t they miss t h e i r shots not because of cost 
but because t h e i r parents are not aware of the immunization 
schedule (which i s q u i t e complex), or because the parents are not 
well-organized or responsible enough t o see t o i t t h a t the 
vaccinations take place. These c r i t i c s p o i n t t o the f a c t t h a t 
almost a l l c h i l d r e n get t h e i r shots by age 6, when they must have 
them i n order t o s t a r t school. They would p r e f e r t o focus on 
enhancing p u b l i c c l i n i c outreach t o these f a m i l i e s r a t h e r than 
c r e a t i n g a new c h i l d e n t i t l e m e n t . 

Our response i s t h a t we agree t h a t cost i s not the only b a r r i e r , 
which i s why VFC i s j u s t one of f i v e parts of the Childhood 
Immunization I n i t i a t i v e . Other components include grants t o states 
and l o c a l i t i e s t o expand p u b l i c c l i n i c services, a community-based 
outreach e f f o r t t o educate parents and providers, and b e t t e r 
d e t e c t i o n of v a c c i n a t i o n l e v e l s and outbreaks of i n f e c t i o n . 

Options: S t a f f from the Domestic Policy Council and the F i r s t 
Lady's o f f i c e have developed some options f o r modifying the 
program's s t r u c t u r e and e l i g i b i l i t y ; they have been discussed w i t h 
HHS and OMB. We are planning t o convene a meeting w i t h the c h i e f 
of s t a f f very soon t o decide on our l e g i s l a t i v e s t r a t e g y , i n c l u d i n g 
how strenuously t o defend the program's cu r r e n t s t r u c t u r e . 

The l i k e l i h o o d t h a t Medicaid w i l l be block granted means t h a t the 
program won't survive i n i t s current form. I f Medicaid i s block 
granted, the best outcome would be t o s t r u c t u r e the vaccine program 
as " e n t i t l e d " grants t o states f o r immunization. Key questions are 
whether t o l e t states decide which c h i l d r e n they w i l l serve, or t o 
cut back e x p l i c i t l y on which c h i l d r e n are e l i g i b l e f o r the program. 
We could respond as we have i n the Medicaid block grant debate, by 
f i g h t i n g Congress's proposals but l a y i n g out our p r i o r i t i e s and 
o f f e r i n g t o work w i t h them on changes t o the program. 

I n the meantime, we have more in f o r m a t i o n on the program i f you 
need i t . 

cc: Erskine Bowles 
A l i c e R i v l i n 
Mike McCurry 
Doug Sosnik 
Marcia Hale 
Melanne Verveer 
Carol Rasco 
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Talking points - Vaccines for Children 

Ths T»ccin«» fori Children progxaa ia an important part of tha 
bro*dar childhood laauni eat ion laitiattve. The CIZ includes rive 
key strategies to imprcv* preschool vaccination rates. These 
inolude improving th« quality and quantity of vaccination aelivery 
••rvlc«K; redueind vaccine costs; increasing awaronocfi, cemmvinity 
participation and partnerships; improving the monitoring of disease 
and vaccination cciveragsf and improving vaecinea and vaccina uae. 

Improving preaohoisl imaunisation rates is one of the Clinton 
Administration1* highest priorities. Sinoo taking office, the 
Clinton Administration has doubled funding, and guaranteed funds 
for new vaccines. Legislation to launch a new Childhood 
Immunisation Initiativs was introduced eoon after Preaident 
Clinton's inauguration. A specific goal vas eat for 1996: 
inareasing vacciniition levels for tvo-y*ar-old children to 90 
percent for the moist critical doses. And a nev program to provide 
free vaccines 
instituted. 

to millions of poor and uninsured children vas 

While ohiid tmauailsatioh rates have improved since the 1989-1991 
measlefl epidemic, vrc is a kev part of the national strategy to 
reach the one milliea Amarican children vho are not fully 
yaooinated by age two. A 1993 survey found that 33 percent of 
pre-school children (average age 2? monthe) had not received a full 
series of the threk moat critical vaccines (MMR, DTP and polio). 
About 45 percent had not received the HIB vaccine, which protacts 
children against bacterial maningitia; and 84 percent had not been 
vaccinated against Hapatitia B, which causes liver disease. 

As an integral part of the CU, the Vaccines for Childrea program 
focuses oo aaXing free vaccines more widely available, reducing 
posts and aissed opportunities for iaaunisation. In tha past ten 
jjrears, imitiunizationj costs have increased ten-foldi the private aost 
6f a full eerioe of immuniaations increased from about $37 in 1963 

$270 in 1894. A Spring 1992 survey by the American Academy of 
pediatrice shoved that 43 percent of pediatricians had increased 
their rwfarrals to public olinica for vacoinationa in the preceding 
ten years, primarily because of coets. 

under the vrc program, vaccines will be provided free to childrea 
vho are enrolled in Medicaid or uninsured, and to native Americans 
and Alaskan natives. 
to refer uninsured 

That means that physicians will no longer have 
Ichildren to public clinics, a coitmon practice 

that moans missed opportunities for iromunizations and fragmented 
care. And parents can choose which provider makes th* most sense 
for their child, betauee the differ*noe in price between the two 
settings ($270 and $129) won't be a factor. 
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This v i l l maks a ̂ ramendous dirfaranos far niaa Billion uainsufad 
Aasrioan childraa. While Medicaid recipients can receive free 
vaccines under euijrant law, woricing faniliee have not had the sane 
guarantee. Under 
without insurance 
parents will pay o 

VFC, more than one million infants and toddlers 
will now he guaranteed free vaccines, and their 
hly a modest administration fee. And because ten 

percent of a l l American children don't have health insurance, VPC 
will also help millions more oldor ehildren who need follow-up 
vaccines at age four and fifteen. 

• l i Under VTC, every eligible child v i l l receive vaoeinetiene, even if 
parents cannot afford to pay the administration fee. Private 
doctors will continue to serve their regular patients, even i f the 
parent or guardiar cannot afford to pay the administration fee. 
other needy children will not be charged a fee in publio clinice. 

In addition, VFC 
limited inauranoe 
Health canters. 

v i l l provide free vscelnes to ehildren vith 
a rural health eliaioa and Federally Qualified 
In these settings, additional childrtn whose 

insurance plans don't cover vaccinations will continue to be 
eligible for free vaccines. 

Funds for nev vaoeijaes 
new childhood vaccines 
Will automatically 
provided freo to el 
never again limit 

v i l l automatically be provided. Under vrc, 
recommended by a fedezal advisory committee 

be purchased by the federal government and 
igible ohildren — and budget constraints will 
delay federal purchase of new vaccinas. or 

gtatee will be able to save money by ordering vaecinea at the 
lover, government p^rioe. Because VFC will lower states • Medicaid 
costs for vaccines, Jthese savings can ba used to keep clinics open 
longer, or take othet measures to increaae immunization rates. And 
more states will be guaranteed the lower CDC price for tha vaccines 
they do purchase. " 

Child immunizatien pWoteota ohildren and saves money. For example, 
every dollar spent oAi the MMR {meaales/mumpa/rubella) vaccine saves 
S2i in potential hihlth ears costs. For the DTP (diphtheria/ 
tetanus/pertussis) Vaccine, the cost-benefit ratio is 30 to 1. And 
for polio, it's 6 to i . 

, , _„ . n7n( i iT r im-wn *n.J3v-io i Mae 
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.1. QUtitlonB and jvBsy»r» on tb» vrc Progru 
« / i 6 / i a 

Q: 

A.: 

The GAO haa 
vaccinae Is 

challenged CDC a assertion that the cost of 
i barrier to ohildhooa imnuni«ation» Is cost a 

barrier or ndit? 

Coat ie a barrier because i t contributes to delays in 
achieving fuljl immunization of preschool children with today's 
vaccines. The cost of tha complete vaccine series has 
increasod ten-fold in the past 12 years, since parents must 
pay about 5270 in vaccine costs and an additional amount in 
administration fees for the series, those without adequate 
insurance mâ  not seex immunizations from their private 
doctors, but from public health clinics where vaocine is free 
or available at nominal cost. Having to make extra visits to 
public olinica can result In delays and missed opportunities 
for immunijatjLon. 

Numerous surveys ©f practitioners and health departments have 
also documented increaaed referrals of patients from their 
primary care broviders to public clinics, with cost as the 
most important reason cited. A 1992 American Academy of 
Pediatrics stydy revealed that 55 percent of pediatricians 

al l or their patients to a public provider for 
A 1992 North Carolina survey showed that 93 

percent of phykicians referred patients to health departments 
for immuniBataJona, and states such aa New York have showed 
similar trends 

refer seme or 
immunizations. 

Q; The GAO haa teoommended that the VPC program should be 
targeted to certain population groups and areas referred to as 
"pockets of ne^d." Doesn't this maXo ssnseT 

A: W« believe, and Congress has agreed, that the proper goal of 
Federal immunlstation efforts i» to raise immunication levels 
throughout the j nation, and to put in place a sustainable 
system that will ensure that immunixation rates remain high. 
The GAO conclusjion assumes that "general immunisation rates" 
are not now a pfoblem and will not be a problem in the future. 

While child immunization rates have improved since the 1989* 
1991 meaeles ejpidemic, VFC is a key part of a national 
strategy to reach the one million American children under two 
who are unvaccinatad against one or mora deadly diseases. A 
1993 aurvoy found that as percent of pre-school children 
(average age 27 Jmonthe) had not received a full series of the 
three most critical vaccines (MHR, DTP and polio) . About 40 
percent had nô  reoeiysd the HIB vaocine, which protects 
children against bacterial meningitis; and 84 percent had not 
been vaccinated against Hepatitis B, which causes liver 
disease. 

Wrlft 



Q: 

A: 

Does the Adminis'iation oppose folding the Vaccines for C.hUdren (VFC) program 
into a block- grant' 

The Clinton Admiiistration has a very simple goal -- to improve preschool 

immunization rates, 
campaign to reach 

Since taking office, the President has lead an aggressive 
that goal, and we have made great progress. Bui we believe that 

our current invcstoicnt in children's immiini2ations must be maintained. Childhood 
immunizations arc 
make - they save 
dollar spent on the 

one of the most cost-effective public health investments we can 
lives and they save money. To take just one example, for every 
meaalcs/mumps/i ubella vaccine, we save $21 in health core costs. 

We are more than 
VFC program. Bu 
childhood imrrmniziations 

willing to work with Congress to make changes to improve the 
we are not willing to watch as Congress slashes timding for 

in just one more shortsighted attempt to cut the budget. 

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

Our position is clear. We believe that the federal budget should be balanced, but in 
a way that makes s:nse. The President has laid out a proposal that retains coverage 
under Medicaid whlc reducing Spending and giving states more flexibility. 
Medicaid is a criticd health care program; it can certainly be improvcd,but not by 
cutting it dromaticaily to balance the budget. T he same applies to VFC. I f we can 
improve the way we arc going about our childhood immunization efforts, we're 

work on it. Dut wc must maintain poor and uninsured children's 
and cost-effective vaccines. 

certainly willing to 
access to life saving 



VACCINES FOR CHILDREN PROGRAM OPTIONS 

Options 

In order to address criticisms made of the program, a variety of changes could be made. These 
options generally fall into two categories: 

• limiting the program's scope (by tightening eligibility requirements or limiting 
immunization venues) and 

• altering the program's administrative structure (by capping expenditures or allowing 
alternative uses of funds). 

Criticism: The federal government will eventually purchase so much vaccine at 
reduced rates that manufacturers will be driven out of business. 

Background: 

Under VFC the public market for vaccine could grow from about 50 percent (the current 
market share for CDC purchased vaccine) to as much as 80 percent (if more states take 
advantage of the option to purchase vaccine for all children in a state). Manufacturers 
claim that they will be unable to stay in the vaccine business and continue to do research 
if they are paid the public price for so large a share of the market. While American Home 
Products and other manufacturers have said publicly that they can afford to be paid the 
low public price for only 50 percent of the market, privately they have acknowledged that 
they would accept as high as 60 percent. 

Possible Solutions: 

• Limit the categories of eligible children 

Uninsured children 

Impact on children: Uninsured children may be the neediest with regard to immunization. 
Prior to VFC uninsured children could get immunized at public clinics, and they still can. 
VFC would allow those children who have a private physician to receive all their well-
child care from a single provider. However, it is unclear whether private doctors will 
accept uninsured children even if the doctors receive free vaccine for them. 

Impact on manufacturers: Manufacturers are likely to be pleased if uninsured children 
were dropped from the program because it would reduce the growth of the public share of 
the market. 

Impact on states: State funds would not be affected by dropping uninsured children from 
the program because public clinics are also federally funded. 



Medicaid-eligible children 

Impact on children: Children covered by Medicaid received free vaccine before the VFC 
prograni and could again if they were to be dropped from VFC. 

Impact on manufacturers: The manufacturers would be particularly pleased if Medicaid-
eligible children were covered under Medicaid rather than VFC because under Medicaid 
they are paid catalog price rather than the low federal price. 

Impact on states: Since VFC eliminated the states' share of immunization costs for 
Medicaid-eligible children, states now expect the federal govemment to pay the total cost. 
The states are the strongest supporters of the VFC program and are likely to object to 
absorbing their Medicaid matching share. Some states (including Texas) have used their 
Medicaid savings to expand immunization programs. 

• Limit service venues 

Free vaccines for children at federally qualified health centers (FQHCs) could be 
eliminated from VFC. This part of the program has been severely criticized because it 
does not prevent wealthy children whose insurance does not cover immunizations from 
getting free vaccine at these clinics. In reality, however, underinsured children of wealthy 
families do not seek care at these clinics so it would have little impact on them. The poor 
children who rely on FQHCs would remain eligible for free vaccinations under other 
immunization programs. 

There has been some discussion of federal legislation mandating that all insurance policies 
cover immunizations for children, which would eliminate the category of underinsured 
children. But it is unlikely that such legislation would be enacted. 

Manufacturers are likely to be pleased by a limitation on the scope of the program that 
might curtail the growth of the public share of the market. 

• Freeze or eliminate state purchasing options 

Optional state vaccine purchases for all children in the state could be frozen or states could 
be allowed to purchase vaccine on a sliding scale basis at a higher price. This would go a 
long way toward appeasing the manufacturers. States may complain about losing optional 
purchase (although no new states have indicated interest in taking advantage of it). 



Criticism: Tbe program could become an out-of-control entitlement expenditure. 

Background: 

Since the VFC program operates as an entitlement, there is no mechanism to control its 
cost. Some are afraid it could lead to exorbitant expenditures. 

Possible Solution: 

• Maintain the individual entitlement but cap total purchase 

If Medicaid is not block granted, we could maintain the individual entitlement but cap total 
federal vaccine purchase. This option does not really address questions about how best to 
allocate immunization dollars. It does prevent the program from becoming another "out-
of-control" entitlement, as some have charged. 

Criticism: The neediest children aren't reached. 

Background: 

Critics of the VFC program have charged that — by focusing resources on getting free 
vaccine to children in doctors' offices — the program does not address the most significant 
barriers to immunization and does not help the neediest children, who are rarely seen by 
private doctors. They argue that cost is not a significant barrier to immunization, and 
therefore providing free or cheap vaccine will do little to increase immunization rates. 

Possible Solutions: 

• Allow state flexibility 

If Medicaid is block granted, we could provide "entitled" grants to states for immunization. 
States could either be required to use the funds for vaccine purchase or could be allowed 
to spend the money as they saw fit (e.g., infrastructure or outreach rather than purchase). 
States would be required to demonstrate that eligible children — not just a minimum 
number of children — were being immunized. 

• Add new features to the program 

We could add new features to the program, like "parental responsibility" — by requiring 
that welfare parents show proof of immunization in order to receive benefits. Using this 
strategy, programs in cities, including Chicago, New York and Dallas, as well as in states, 
most notably Maryland, have shown an increase in immunization rates among poor 
children of 40 to 80 percent. Alternatively, outreach requirements might be added to 
ensure that parents are aware that their children can receive free immunization. 



E X E C U T I V E O F F I C E O F T H E P R E S I D E N T 

27-Jun-1995 02:36pm 

TO: (See Below) 

FROM: Diana M. Fortuna 
Domestic P o l i c y Council 

SUBJECT: Tomorrow on immunization 

Apparently there w i l l be another development on immunization 
tomorrow. 

The VFC law says t h a t new vaccines w i l l be a u t o m a t i c a l l y added t o 
the e n t i t l e m e n t whenever the ACIP (Advisory Committee on 
Immunization Practices) adds one t o i t s recommended schedule. 
Tomorrow they w i l l (almost c e r t a i n l y ) vote t o add v a r i c e l l a , the 
new chicken pox vaccine. 

ACIP i s some so r t of advisory c o u n c i l t o CDC, and i s composed of a 
bunch of doctors/professors; pharmaceutical manufacturers (!), and 
HHS PHS-types. 

I t was k i n d of a given t h a t they would recommend t h i s , because the 
new vaccine i s presumably a good t h i n g . However, i t may w e l l 
r a i s e c r i e s t h a t VFC i s o u t - o f - c o n t r o l cost-wise, because we have 
handed over the purse-strings t o these non- or pseudo-governmental 
bodies. 

We don't know what the cost w i l l be because there i s no p r i c e 
negotiated yet between Merck and CDC. (Given the f a c t t h a t the 
VFC law locked i n low p r i c e s f o r a l l the other vaccines, we can 
expect Merck t o be p r e t t y aggressive i n n e g o t i a t i n g a p r i c e . ) We 
also don't know what c h i l d r e n they w i l l recommend i t f o r . But HHS 
says i t could costs somewhere between $35 and $500 m i l l i o n . 

Jen K l e i n and I agree t h a t our response should center on the 
b e n e f i t s of the vaccine and less so on the merits of the VFC 
program, e s p e c i a l l y since we don't meet t i l l Thursday t o discuss 
where we go from here on the program. 

Melissa S k o l f i e l d of HHS i s working w i t h our press o f f i c e on how 
to respond t o t h i s , and w i l l send over t a l k i n g p o i n t s . 

D i s t r i b u t i o n : 



TO: Carol H. Rasco 
TO: Jeremy D. Benami 

CC: V i r g i n i a M. Terzano 
CC: Richard L. Siewert 
CC: Janet Murguia 
CC: Emily Bromberg 
CC: John C. Angell 
CC: Nancy-Ann E. Min 
CC: Douglas B. Sosnik 
CC: J e n n i f e r L. K l e i n 
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V A C C I N E S F O R C H I L D R E N P R O G R A M O P T I O N 

Decisions about the Vaccines for Children (VPC) program must address: (1) possible 
changes in eligibility: and (2) nprinns for restruchuing the program. 

r rVV KL'r* s 
(1) EliKibiUty W ^ V ^ ^ ^ 

To reach agreement with the vaocine manufaccuresfit is probaBly^esSaiy Lu 
reduce public purchaaj of vaccine by limiting eligibility/ VFC currcntlŷ covers children 
who aie Medicaid-eligible (37-38 percent of the progr̂ mj, uninsured (10-15 percent), 
Indian (1 percent), and underinsured if they are immunized ai a federally qualified health 
(inter (FQHC) (8 percent). — States also have taken advantage of the option to purchaae 
Vaccine at the low federal ptice for all children in their state (raising the percentage of 
vaccine purchased at the public price to ~ perceni).—>^ 

The public market for vaccine is e ^ p ^ ^ ^ g ^ e ^ t e - - f t a a about 50 percent 
W (fcw (the current market share for CDC purchased vaccine) tc(80 percent (if more states take 
realty â lvauutxc of ihe opdon to purchase vaccine for all children In a state). The manufacturers 

llicjaim tliat they will be uuable lo slay in lie vaccine business and continue to do research if 
^ J f they are paid tlie public price for so large a share uf ihe market. While American Home 
«P Products and other manufacturers have said publicly that they can aflbrd lo be paid the low 
^ public price for only 50 percent of the market, privately they have ackiiovYledRcU thai ihey 

would accept as high as 60 percent 

In order to address these concerns, we could: 

Limit eligibility to uninsured, Medicaid-eligible and Indian children. 

• Uninsured children 

It Is Important TO preserve coverage for the neediest children - the 
uninsured. However, prior to VFC these children could get ^ J ^ J -
imiuunizcd uTpublic" clinics, and they still can. It is not clear that they / 
will be seen by private duciurs even if ihe doctors receive free vaccine TvJ^V 
for them, so the charge that VFC is not reaching our uccdlcsi children J , 
may be most true of this category. f ̂  k 

Medicaid-eligible children 

Children covered by Medicaid received free vaccine before the VFC 
program through the section 317 program. It would seem logical to 
eliminate eligibility for these children under VFC snd leave them to 
Medicaid. However, states now evpect the federal govemment to pay 
the total cost. Since the states are the saongest supporters of the 
VFC progiam. It would be difficult to ask them to absorb half of the 
cusis again and lo end state optional purchase (as discussed below). 

jaTdasSISI X0J3V':Jia 1N3S 
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Eliiflinate eligibiliry for children served at FQHCs. 

• KedernUy qualified health climes will continue to immuniz* tha 
children they serve. This part of the program has been severely 
criticized because it does not prevent wealthy children whose 
insurance does not cover immunizations from getting free vaccine at 
these clinics. In rcsliiy, however, underinsured children of wealthy 
families do not seek care at these clinics. EluuiualiuK ihis category of 
eligibility therefore allows us to avoid the charge tliat the pronram 
serves those who can afford vaccine while catching the needy childreu 
who are actually served by FQHCs- [Is this fair?] 

• in addition, there has been some discussion of federal legislation 
mandating that all insurance policies cover immunizations for children. 
[Comment on likelihond of This.] I his would obviously eliminate the 
cHegory of unaSrinsu?efl children. 

Freeze state optional purchase or allow states to purchase vaccine for sill 
cliildren in the state at a higher price that is higher than the Federal price 
based on a sliding settle. 

FIGURE OUT 317!!!! 

(2) Strncture 

As the Congress considers significant structural changes to Medicaid, we must also . 
address the smienire of the VFC program. In addition, critics of the VFC program have 
charepd that the program by focusing resources on getting free vaccine to children in 

— ^TlScWrLdoes not address the most significant harriers rn immunizatioVand does not help the 
^/pSiecdiesi children (who are rarely; seen by private doctors). VA^'e^tcvyu 

Qptious: 

If Medicaid is not block granted: maiutaiu the individual entitlemem but cap 
it. [Or is it enough to limit categories?] This option does aot really address 
questions about how best to allocate immunization dollars. It docs preveut 

S i the program from becoming "another out of control" entitlement, as some 
^ ' have charged. ^ 

Q ^ • If Medicaid is; block granted: provide entitled fpant/to states for 
VM ^ vJY^ irnmimization. States could either be required to use the funds for vaccine 
^ ^ purchase or could he allowed to spend the money as they saw fit (e.g.. 

infrastructure rather than purchase). In either case, states would be required 
to demonstrate thai eiigiblt children - not just a minimum level of children -
• were being immunized. s 

©003 
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Outstanding Issues: 

Should wc add new features to the program, like "parental responsibility" « by 
requiring that welfare paients show proof of iuimuiuMiiun in order to receive 
benefits? Programs in eities, including Chicago, New York and Dallas, as ̂ vcll aa in? ft 
statee, most notably Morylond, have shown cn increase in immunization among poor 7 ^nfi+vzu*. 
childrei/hx^O.80 percent. ^ #> ^ 

Should we limit the ability ot" the CDCs Advisory Council on ImmuniZ^n? Q 
Practices (ACTP) fo add new vaccines to the VFC program? j 

uuflt.e • CB-I. -9 : OZQL J3Td033|Sl X0J3X;Ag iN3S 



VACCINES FOR CHILDREN PROG! OPTION 

Decisions about the Vaccines for Children (VFC) program must address: (1) possible 
changes in eligibility; and (2) options for restructuring the (program. 

to'* / ^ u (1) Eligibility 

h /he To reach agreement with /lie vaccipe manufacturers, it is probably necessary to -fV fcS 
reduce public purchase of vaccine by limiting eligibility. VFC currently Rovers children , ' 
who are Medicaid-eligible (37-38 ppfcent of the program), uninsured (10-15 percent), 
Indian (1 percent), and underinsured 

iSt ^tenter (FQHCnS percent), 
i vaccine at the low federal price" for 

vaccine purchased at tho public price ti 

if they are immunized at a federally qualified health 
tes also have taken advantage of the option to purchase 

children in their stateAffaising the peneulage of 

;rcent 

rers 

The public market for vaccine is expeetgd_to grow under VFC from aboi 
(the current market share for CDC purchased vaccmepRr 80 peiicnt ttTmorestates takie 
advantage of the option to purchase vaccine for all children in a state). The manufacty 
claim that they will be unable to stay in the vaccine business and continue to do research if 
they are paid the public price for so large a share of the market. While American Home 
Products and other manufacturers have said publicly that they can afford to be paki the low 
public price for only 50 percent of the market, privately they have acknowledged/that they 
would accept as high as 60 percent. ^ V ^ 

/ u l / l ' 1 order to address these concerns, we could: • 

A \ r ^ ' Limit eligibility to uninsured, Medicaid-eligible and Indian children. 

Uninsured children 

It is important to preserve coverage for the neediest children — the 
uninsured. However, prior to VFC these children could get 
immunized at public clinics, and they still can. It is not clear that they 
will be seen by private doctors even if the doctors receive free vaccine 
for them, so the charge that VFC is not reaching our neediest children 
may be most true of this category. 

Medicaid-eligible children / p^*t^ Vft, hu^n be*. 

Children covered by M^mcaid received free vaccine before the VFC 
program through the^sction 317 progmnft^It would seem logical to 
eliminate eligibility for these children under VFC and leave them to 
Medicaid. However, states now expect the federal government to pay 
the total cost. Since the states are the strongest supporters of the 
VFC program, it would be difficult to ask them to absorb/fiSS-eftR&v^ 
costs again and to end state optional purchase (as discussed below). ^\J^Y 

{(TM) 
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Eliminate eligibility for children served at FQHCs. 

Federally qualified health clinics will continue to immunize the 
children they serve. This part of the program has been severely 
criticized because it does not prevent wealthy children whose 
insurance does not cover immunizations from getting free vaccine at 
these clinics. In reality, however, underinsured children of wealthy 
families do not seek care at these clinics. Eliminating this category of 
eligibility therefore allows us to avoid the charge that the program 
serves those who can afford vaccine while catching the needy children 
who are actually served by FQHCs. [IG thio fair?] "—• 

In addition, there has been some discussion of federal legislation 
mandating that all insurance policies cover immunizations for children. 
[Comment ou likelihood- oi-thts^ This would obviously eliminate the 
category of underinsured children. 

S IS 
reeze state optional purchase or allow states to purchase vaccine for all 

children in the state at a higher price that is higher than the Federal price 
based on a sliding scale. ^'l^-i^i. 

7T7TTTT XL 

(2) Structure 

As the Congress considers significant structural changes to Medicaid, we must also . 
address the structure of the VFC program. In addition, critics of the VFC program have 
charged that the program by focusing resources on getting free vaccine to children in 
doctors does not address the most significant barriers to immunization and does not help the 
neediest children (who are rarely seen by private doctors). 

Q P t i 0 n S : y ^ l j p ^ ^ 1 ^ 

If Medicaid is not block granted: maintain the individual entitlement but cap 
iffV[Or is it fmmich In limit rntr-rnrirrtf^ This option does not really address 
questions about how best to allocate immunization dollars. It does prevent 
the program from becoming "another out of control" entitlement, as some 
have charged. 

If Medicaid is block granted: provide entitled grants to states for 
immunization. States could either be required to use the funds for vaccine 
purchase or could be allowed to spend the money as they saw fit (e.g., 
infrastructure rather than purchase). In either case, states would be required 
to demonstrate that eligible children — not just a minimum level of children -
- were being immunized. 



Outstanding Issues: ^ ^ ^ ^ ^ <! " ^ 

Should we add new features to the program, like "parental responsibility" — by 
requiring that welfare parents show proof of immunization in order to receive 
benefits? Programs in cities, including Chicago, New York and Dallas, as well as in 
states, most notably Maryland, have shown an increase in immunization among poor 
children by 40-80 percent. 

Should we limit the ability of the CDCs Advisory Council on Immunization 
Practices (ACIP) to add new vaccines to the VFC program? 
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HIP-POCKET OPTION 

Options to scale back the number of children covered: 

To reach an agreement with the manufacturers, i t would probably 
be necessary to cap public purchase at some l e v e l . 

The public share i s projected to grow under VFC from 50-55% to 
75-80%, or even higher i f many more states were t o take advantage 
of the option f o r universal purchase. 

Manufacturers have talked about capping public purchase at 60%. 
This i s probably too low to accomplish most of our objectives. 

Here are the 4 types of kids VFC covers, and options f o r change. 

o Medicaid: These kids were always covered, but reverting to 
pre-VFC would cost states a l o t of money. 

o Uninsured: This i s the most important group to preserve. 

o Underinsured: Could these children be covered by 
l e g i s l a t i o n mandating that insurance p o l i c i e s cover 
immunization? There are indications that such l e g i s l a t i o n 
could succeed. 

o Insured i n states with universal purchase: States would 
object t o freezing the number of states that can take 
advantage of t h i s option. I t ' s not clear how many r e a l l y 
want to take advantage. Another option here would be 
requiring states that take advantage of t h i s option to pay 
a higher price f o r vaccine based on a s l i d i n g scale. 

| Question: should we r e v i s i t the feature of VFC that 
C , automatically adds new vaccines to the program when the ACIP 
ox-'A 0' endorses them? \ 

(Also, the 317 program continues to serve children, but i t i s not 
clear how the children i t serves are d i s t i n c t from VFC kids.) 
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Options to change the structure of the program: 

I f Medicaid i s block granted: 

o our best option with VFC would be a block grant w i t h i n a 
block grant 

I f Medicaid i s not block granted: 

o Capped entitlement: most obvious a l t e r n a t i v e 

o State f l e x i b i l i t y option: Is i t possible to o f f e r states 
two or three d i f f e r e n t models to choose from? They could 
use funds either t o purchase vaccine as part of an 
entitlement, or to strengthen i n f r a s t r u c t u r e , whether 
through c l i n i c hours, mobile vans, etc. I n e i t h e r case, 
states would have to demonstrate that e l i g i b l e c hildren are 
being immunized. 

o Means-tested entitlement 

Note: I n June, there w i l l be a hearing i n the House 
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VACCINE FOK CHILDREN 

Facts according to GEL 

The current federal funding f o r vaccine purchase i s : 

Year 317 VFC 

FY96 $165 M i l l i o n $412 M i l l i o n (may require 
another $100 M i l l i o n ) 

In addition, there i s another $176 M i l l i o n under the 317 program 
fo r i n f r a s t r u c t u r e funding. The t o t a l of both programs f o r vaccine 
purchase and inf r a s t r u c t u r e i s $753 M i l l i o n , and the t o t a l funding 
f o r both programs i s $891 M i l l i o n . [ I think the addit i o n a l $138 
M i l l i o n must be f o r CDC vaccine a c t i v i c y other than purchase and 
in f r a s t r u c t u r e , but not sure.] Attached i s a sheet describing the 
funding h i s t o r y , I hope accurately. 

CDCs best guess about the population reached with free vaccines, 
based on state estimates from January 1994, f o r the b i r t h cohort 
under 1 (4.1 m i l l i o n kids) i s : 

• 37-38% w i l l receive under Medicaid e l i g i b l e ; 

• 10-15% w i l l receive as uninsured; 

• 8% w i l l receive as underinsured at FQHC's; 

• 1% w i l l receive as Indians. 

Between 56% and 62% of the 4.1 m i l l i o n 1 year olds w i l l receive 
free vaccines. 

This compares to the pre-VFC world where Medicaid kids were 
covered, and the 317 program was spending $30-40 M i l l i o n more per 
year on free vaccines. 

[My stupid math t e l l s me the following -- medicaid kids are covered 
e i t h e r way; the rest, 21.5% of 4.1 m i l l i o n kids or 880,000; the 
average per c h i l d cost of vaccine under VFC i s $170 [58.5% of 4.1 
m i l l i o n = 2.4 m i l l i o n ; $420 M i l l i o n f o r 2.4 mil i o n kids - $170]; 
880,000 kids at $170 each i s $150 M i l l i o n . ] 

The only two categories that are d i f f e r e n t than the pre-VFC world 
are the uninsured, who can now receive i n private docs o f f i c e , and 
Indians. Everyone always got free vaccines at FQHCs. 

PCOI \M59\47527.1 10681.1 
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The other obvious difference from the pre-VFC world i s the state 
option to purchase at the contract price. I haven't seen any 
figures on this , but i t makes sense that the volume of state 
purchase would increase. 

New Program 

Here i s how a new program might work: 

o states would receive entitled funds (no need for 
^•fkiSw ^pp^pxiationlJaas^cL on̂  the following formula - number of Medicaid 

vnu* Jcicfs, Indians, uninsured as a % of the national t o t a l . 
^ — ^ It budjU ftfyuUM 
o the funds available that the formula would be applied 

against would be the/FYQ^ appropriation, but i n no event less than 
the cost of vaccines for Medicaid kids (even i f new, expensive 

f^lfebu^ vaccines are introduced). 

o states would be required to cover vaccines for Medicaid 
kids, either under Medicaid or a separate vaccine program. 

o states could use the services of CDC to purchase and 
deliver vaccines, at the option of the state. 

o there would continue to be a federal contract price for the 
317 program and states would be entitled to purchase at that price 
for Medicaid kids, uninsured and Indians. 

o there would be no state option to purchase at the federal 
"contract price beyond Medicaid kids, uninsured and Indians. 

Act itniVwW o states naigfit or might not be allowed to use the federal 
f»*>e-p*«-hMifunds for infrastructuife 6r education, as long as the obligation to 
ayvyoUL- cover Medicaid kids was f u l f i l l e d . 

\^ijr o the 317 program would remain, as today, subject to 
-MfW appropriations. 

o new vaccines would have a negotiated price, as today, and 
wlhtf would be used to automatically increase any state entitlement for 
,yvvtv n»m*î  Medicaid kids, i f such new vaccines were approved. ( I don't know 
YnjM how you make this automatic, since i t could be very expensive and 
wt,d*M f*"^ unknown. An AID'S vaccine would be fabulous, but at $500 per for 

J t ' 1.5 mi l l i o n Medicaid kids, i t ' s $750 Million. Who gets to decide 
' tvll t h a t » ttd- other less expensive vaccines, l i k e the new combinations 

X that cost $250 per kid?) 

You know the general arguments for and against this kind of 

DC01 \M59\475Z7.1 10681.1 
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approach. The best I can say for i t is that i t protects the 
entitlement approach, requiring states to cover and freeing state 
Medicaid money for other things. The only category that is 
eliminated directly is the underinsured at FQHCs and they should 
get covered by 317, although there will be a battle over that 
appropriation. 

On the other side, i t uses the appropriation to limit the program 
to somewhat the same market as before. 

I don't know what the CDF, every child needs a medical home, 
reaction would be. 

Please call me after you have read this masterly missive. 

DC01 \6t59\47527.1 10481.1 
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isvs nrroax 

timiion rmmii v 

Tofeal 

IT 97 $296,159,000 

TT 91 $341,081,000 

Tt 94 $«2a,003,$95 

FT 95 $§70,541,713 

9T ** 9991, OU,000* 

A«lat«4 CMC« 

5158.104,305 

9182,000,000 

9369,083,389 

5534,638.688 

$577,700,000 

XttfraatrUCturt 
Fuadtag 

$ 45,407,931 

9 45,000,000 

$182,511,000 

9176,700,000 

9176,700,000 

Since th* r«leaB« of cha FY 96 budgtt, th* Advlfory 
Commict** on inouniiation. Practices haa rftcoomendad x.hm 
addition at nav vacclaaa or dossa ot existing vaecinea to 
tha Use of products co ba purchaaad through tha VFC 
irograa. Tha additional aaeinaead cost co tha VFC program 

tpproocinately 9100 million annually. Tharefora, tha 
total cofibinad ioraunlaacion spending aay ba cloaer to $991 
million. 

I 

r t 92 

FT f a 

rr 94 

FT 98 

FT 96 

TOt*l 

9296,159,000 

$341,081,000 

$538,143,000 

9465,591,000 

9478,818,000 

•aeoiaa 

9X58,104,805 

9182,000.000 

9193.000.000 

9149,000,000 

9185.500,000 

Xairaatruceura 

9 45,407,931 

$ 45.000,000 

$162,511,000 

9176,700,000 

9176,700,000 
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DRAFT 

NATIONAL IMMUNIZATION POLICY FOR POOR CHILDKfcLN 

PACKGROPNP—VPp PRQGTtAM 

Congress approved the Vaccines For Children program in 1993 as part of the Omnibus Budget 
Reconciliation Act Under the Act, children ages 0-18 ara entitled to receive federally-suppled vaccine. 
Eligible childrei include those under Medicaid, American Indians, children without health insurance, and 
those with insurance but without coverage for childhood vaccines. 

The VFC program was created by Congress with these goals: 

• Increase America's low pre-school immunization rate from 50% to 90% by year 2000. 

• Reduce inappropriate t efei i als of children from private doctors to public clinics solely to receive 
vaccinations. 

• Ensure that all children, regardless of economic means, are able to receive traditional and fiiture 
vaccines. 

The Vaccines For Children program has been criticized for the following reasons: 

• Wastes scarce federal resources on a broad new entitlement with no means test, when the greatest 
problem with under immunization iies with the poor, to whom free vaccine was already available 
through Medicaid and public health clinics. 

• Focuses inappropriately on the cost of vacdne as the principk reason for under immunization, 
meanwhile neglecting to address education, outreach and lack of parental knowledge and personal 
responsibility as underlying causes. 

• VFC intrudes unnecessarily into the private marketplace, posing ham to manufacturers of vaccine 
by limiting pricing for an increasing amount of the total market, 

• Automatic addition of new vaccines to the list of covered shots to which beneficiaries are entitled 
by CDC's Advisory Council on Immunization Practices allows for unbridled growth in federal 
spending beyond the control of the federal government. 

PROPOSED VFC REFORM PLAN 

The following proposal would address the above concerns aad seek to improve national 
immunization policy by providing incentives to improve vaccination rates among the poorest 
populations, where there is greatest risk for underimmunization. This plan would also retain key 
policies under VFC beneficial to acbieving a strong federal role in vaccine policy : 

• Reform VTC bv limiting elfeihUify only to the Medicaid, and American Indiati and Alaskan 
Native populations, which would cover about 70% of all children presently elibigle for VFC. 
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* Improve vaccination rates among the poor bv requirinp proof of immunization as a condition 
of welfare/WTC payment receipt. 

• Assure appropriate national vacdne policy bv maintaining federal purchase according to 
CDC/ACTP immunization guidelines. 

• Introduce fiscal accountability to ACTP vaccine reroromendatiotts by requiring congressional 
review. 

* Maintain comperitton in public vaccine purchasing bv retaining multiple contracting 
reouirements for the CDC. 

1. KederaUv Purchased Vaccines Should Be Limited to Medicaid-Eligible. American Indian and 
Alaskan Native Children. UP to Age 18, Targeting Only Truly Needy Children 

Last year, about 42% of all children up to age 18 were eligible for Medicaid (an additional 1% are 
American Indian and Alaskan natives). Seventy percent (70%) of all children eligible for VFC were also 
eligible tor Medicaid. By limiting VFC to these children, this centrally managed and monitored 
program will be targeted to those children with the greatest need and with tbe lowest rates of 
immunization. 

By limiting the program to low-income, Medicaid children, improper encroachment into the 
private marketplace will be eliminated. Presently the program covers the uninsured and 
underinsured, regardless of income, Underinsured eligibles can include the children of insured workers 
whose plans do not include well-baby care, a practice of many Foiiune 500 companies. Also, some 
states have adopted the WC option to purchase vaccine at CDC prices for all children in the state, even 
those with existing private coverage for Tmmunizattons. This proposal would eliminate the optional 
authority for states to purchase vaccine under the CDC contract for populations beyond 
Medicaid-eligibles. 

2. Increase Immunization Rates Among the Poor by Instituting "Parental Responsibility" 
Reouirements 

Federal policy should focus on achieving full immunization among the most high risk 
populations. 

Several cities, including Chicago, New York, and Dallas, and states, notably Maryland, have instituted 
requirements that welfhre parents show proof of immunization prior to receipt of benefits. In the three 
cities cited, this requirement has been implemented at WIC sites, where parents are given only one 
months' supply of WIC vouchers, as opposed to the usual two months supply, unless a parent can show 
proof of immunization. Within two years, these programs have shown an increase in immunization 
among poor children by 40-80%. 
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3. Infectious Af ents Do Nol Respect State Borders: Maintain a Strong Federal Role in National 
Vaccine Policv 

In tbe modern era, it is no longer rational for our national vaccine policy to be the summation of 
the decisions of the individual States. We need a national vacdne policy, especially targeted to poor, 
high-risk popuktionu, to enuure that infectious childhood diseases are eradicated. Epidemics of 
measles, hepatitis A, pertussis, etc. occur as multi-state or national problems, and are not isolated to 
individual States. VFC provides a strong federal vaccination policy by providing that all entitled 
children receive the latest, futuristic vaccines recommended by CDCs Advisory Council on 
Immunization Practices (ACIP). If VFC were wholly repealed, vacdne policy would revert entirely 
back to the Stales, with each State making individual decisions on vaccines coverage and schedules. 

Further, VFC guarantees that the poorest, most high-risk kids in our society, will get new 
vaccines just as quickly as more fortunate kids with private coverage. If VFC were repealed, or 
vaccine coverage authority tumed back to the states, some Medicaid or state programs might not have 
the resources to provide coverage for all vaccines. 

4. Limit Current ACIP Authonty Under VFC 

Although centralized authority over appropriate iirununization schedules is in the national interest, The 
ACIP's power to automatically increase federal spending on new vacdnes poses major cost concerns. 

This issue can be addressed simply by requiring thai the ACIP submit recommendations to 
Congress for their review and approval within 90 days, or ACIP recommendations wiU be 
deemed approved. This will allow for the Congress to weigh critical budgetary concerns versus health 
policy concerns of adding innovative vaccines to VFC schedules. 

5. Maintain Centralized. Multiple-Award Federal Contracting for PubHc Sector Vac pine 
Purchasing 

Centralized, multiple-award federal contracting assures manufacturen of a stable public 
marketplace. Should Congress tum vaccine purchase over to the states, there is concern that each 
state could institute its own purchasing process, creating a confusing array of systems whh low price 
being the only factor considered. 

Winner-take-all contracting on a state-by-state basis will reduce the price of vaccines to a very low, 
commodity level. As with the infant formula business under the WIC program, which employs state-by-
state competitive bidding, competition and innovation couid virtually disappear. Driving manufacturer 
to provide vaccine to so broad a public market at very low cost, while saving money for states in the 
short term, would prove to be detrimental in the long term, as manufacturers would have lower 
incentive and resources to invest in innovative vaccines. Manufacturers presently have the incentive 
to invest in the development of combination vaccines, which will ultimately drive down the cost 
of health care. Together with the introduction of new vaccines, such as for Lyme disease, herpes 
and chicken pox, futuristic vaccines will reduce overall health care costs in the long term. 
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DRAFT 

BACKGROUND ON THE VACCINES FOR CHILDREN PROGRAM 

The following aspects of U.S. vaccine policy and the vacdne marketplace, es well 
as its history, should be considered by Congress as tt seeks to reopen the debate 
over the Vaccines For Children Program. 

VFC 

The Vaccines for Children Program was created by Congress with the following 
primary goals: 

• Increase America's low pre-school vaccination rate from 50% to 90% by the 
year 2000. Congress recognized that that prevention is the best health policy 
and the best economic policy. 

• Reduce the inappropriate referral of children from their private physicians to 
public clinics solely to receive vaccinations. This practice fragmfints pediatric 
care. 

• Ensure that all children, regardless of economic means, are able to receive 
traditional and future vaccines. 

VFC was enacted as part of the Omnibus Budget Reconciliation Act of 1993. 
Under the Act, the following children (age 0-18) becair* entitled to receive 
federally-supplied vaccines: 

• Medicaid-eligible children 
• American Indians 
• Children who do not have insurance 
• Children who have insurance, but lack coverage for childhood vaccines, 

provided that vaccines are received through a federally-qualified health center 
or rural health clinic. 

VFC began operations on October 1, 1994. The program is administered by the 
State health departments and the federal Center for Disease Control and 
Prevention, an agency within the U.S. Public Health Service. Under VFC, vaccine 
is distributed main?y through private physicians, who are charged with establishing 
eligibility for the program, the States are now in the process of enrolling private 
physicians across the United States. 
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A National Vacdne Program \s Decisively Cost-Benefteiat 

Several studies have shown that spending on childhood vaccination is 
unequivocally cost-beneficial. Dollars spent on childhood vaccination are returned 
through the prevention of clinical epidemics and sporadic cases; ie., through saved 
costs in years of productive life lost and medical costs in curative medicine, 
hospitalizations, and the prevention of chronic immunizable diseases. 

Notably, the major vaccine manufacturers are now developing combination 
vaccines, with the ultimate goal of combining most or ail childhood immunizations 
into far fewer shots than the 16 shots presently recommended by age two. 
Combination vaccines should have a significant effect on health care costs and 
immunization rates by dramatically reducing the number of doctor visits and 
individual shots needed to reach full immunization, 

VFC Assures Poor Kids Access to Futuristic Vacdnes 

Because VFC entitles efigibie children to a schedule of shots recommended by a 
CDC panel of experts in the vaccine field (the Advisory Council on Immunization 
Practices-ACIP), VFC guarantees that the poorest kids in society will get new 
vaccines just as quickly as more fortunate kids with private insurance. If VFC 
were repealed, the states mav not be able to include all vaccines as part uf the 
Medicaid programs, due to the budgetary constraints virtually all states are now 
facing. 

VFC Centralized. Multiple Contracting Is Beneficial to Vaccine Manufacturers, and 
Should Not Be Reversed 

Although there are a number of promising innovative vaccine products currently 
under development for the U.S. market place, the number of companies competing 
in this market place has dwindled radically over the past 10 to 15 year. A number 
of factors have contributed to driving the large majority of traditional 
pharmaceutical companies out of the U.S. vaccine marketplace since the early 
1980s, including: liability costs; relatively low level of profitability relative to other 
pharmaceutical products; rising R&D costs; and the rising share of the public 
market. In the 1970s, many large pharmaceutical companies participated in the 
vaccine market, including Pfi?er, Lilly, and Burroughs Wellcome. However, today 
there are only four companies competing in the U.S. market-Merck, Lederle, 
Connaught and SmithKiine Beecham. 
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Studies have shown that the dramatic rise over the past 10 years in the public 
purchase of vaccines may have contributed to driving out competition in the U.S. 
market. Further, prior to the Vaccines for Children program, the CDC vaccine 
purchase program awarded contracts to only one manufacturer of each of the 
childhood voccines-and the pre-VFC public purchase accounted for about 50% of 
the total market for each of the vaccines. This made it virtually impossible for a 
manufacturer wishing to introduce a new version of an existing vaccine to gain 
market share. 

VFC implemented en important policy which will enhance competition: VFC ended 
CDC winner-take-all contracting, and instituted a policy of multiple awards. Any 
manufacturer willing to bid for the public purchase will be assured of at least a 
portion of the VFC market. Together with the entitlement aspect of VFC, this 
important policy has incented manufacturers to develop innovative versions of 
existing vaccines, such as acellular pertussis and IPV, to develop combination 
vaccines, and to develop brand new vaccines, such as for hepatitis A, chicken 
pox, Lyme disease, and herpes. 

VFC Vaccine Purchase Dollars Are Significantly Offset From Other State and 
Federal Vaccine Programs 

In its first year, FY 1995, VFC's vaccina purchase estimate is $422 million. At 
first glance, this looks like a large increase in federal vaccine purchase spending 
over premious outlays for CDC Section 317 spending (about $193 million in FY 
1993). But it is Important to remember that two large federal vaccine purchase 
programs. Medicaid and the Indian Health Service, were generally superseded by 
VFC. And CDC Section 317 spending can he reduced by VFC. 

Section 317 spending for vaccine purchase in FY95 will be $45-110 million less 
than in FY94. Federal Medcald spending will be reduced by as much as $165 
million. Indian Health Service spending will be cut by up to $8 million. Of the 
estmated $422 million in spending by VFC for vaccine purchase in rY95. an 
estmated 40-65% is accounted for by offsets from other federal programs. 

finally, VFC also represents an assumption by the federal government of about 
$110 million in vaccine purchase formerly made by the States. 

Stgtgs Fgvpr VFC 

Most states favor VFC, because it enables them to divert state immunization 
resources away from vaccine purchase toward vaccine delivery and infrastructure, 
which are crucial in their effort to raise America's pre school vaccination rate. 
VFC also gives States quicker, more efficient access to newer, high tech vaccines 
like acellular pertussis, hepatitis A, and varicella (chicken pox) vaccines. 
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Vlrusaa Do Not Respect State Boarders: A Federal Govemment Rota in Vaccina 
Policy IVfrtinq ig GffPd Ptffrt'C Pofov 

Under our constitutional system of federalism, jurisdiction over public health 
matters resides with the states. However, In the modern vaccine era beginning 
with Salk, the states have recognized that heterogeneous poHcy making at the 
state level is insufficient to protect their own populations against vaccine-
preventable diseases. Nearly every State, for example, routinely adopts in toto the 
recommendations of the federal Advisory Council on Immunization Practices, the 
central policy making body. 

Vaccine-preventable diseases do not respect state hoarders. With modern 
interstate transportation and shipping practices, viruses responsible for vaccine 
preventable diseases move easily and rapidly between states. The 1989-90 
measles epidemic occurred on a nanonal basis, quickly sweeping across entire 
regions of the United States. Currently, a large epidemic of hepatitis A underway 
in Memphis, Tennessee, has spilled over into nearby Arkansas and Mississippi. 

By statute under VFC, the ACIP determines which childhood vaccines, doses, 
schedules, etc., shali be covered under the entitlement. Although States are 
represented on the ACIP through Individual members and professional groups, and 
they rarely, if ever, object to ACIP policies. However, if VFC were repealed or 
relegated to State block grants, ACIP's ability to set national vaccination policy 
would be weakened in that many States may not have the resources to ensure 
coverage for new, innovative vaccines. This would be particularlv harmful fnr tho 
j . . . , r . . . n H U M iuiJ«iiin -« m iii»|i»miL uniu "UFIVfll l l i Tmhioh liuwe i C i e m i y 
been approved by the FDA. 
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MAY 8 1995 
t 

MEMORANDUM FOR THE CHIEF OF STAFF 

FROM: ALICE M. RIVLIN 

SUBJECT: Senator Packwood and the Vaccine f o r Children (VFC) 
Program 

Background 

Senator Packwood has recently taken an active i n t e r e s t i n the 
Administration's Vaccine for Children (VFC) program; he held 
oversight hearings on the program l a s t Thursday i n the Finance 
Committee. I n general, the hearing went well f o r us. While 
Packwood appeared c r i t i c a l of the entitlement nature of VFC, he 
mostly focused on policy issues rather than p o l i t i c a l c r i t i c i s m . 
However, he did work t o establish that vaccine cost may not be 
the key factor i n parents' f a i l u r e to get children immunized, and 
asserted that the program has cost three and a h a l f times more 
than the o r i g i n a l estimates. (We believe the r a t i o i s much 
smaller; i t appears that the VFC program i s now spending about 
one and a half times what the discretionary immunizations program 
would have spent, net of Medicaid d o l l a r s ) . 

Your meeting t h i s week with the Senator to discuss welfare reform 
offers an opportunity t o l e t him know we want t o work with him. 

Points That Can Be Made to Senator Packwood 

• We appreciate his focusing la s t Thursday's hearing on 
vaccine policy, not p o l i t i c s . We know he made an e f f o r t to 
give the VFC program a f a i r hearing, which we appreciate. 

• The President's goal has always been to increase 
immunization rates. We are within s t r i k i n g distance of our 
goal t o get 90% of 2-year olds immunized by end of 1996. 

• We want t o work with him i f he needs to achieve savings or 
otherwise modify VFC. 

Possible Compromise 

One way to maintain the VFC program while producing savings and 
resolving a key concern of vaccine manufacturers would be to make 
VFC a capped entitlement beginning i n FY 1998. We can argue that 
the program should be maintained at i t s current growth rate 
through FY 1996 i n order to meet our immunizations goal, but that 
we are w i l l i n g to consider freezing i t s size a f t e r FY 1997. 



Assuming that VFC became a capped entitlement in FY 1997 with 
spending frozen at FY 1996 levels for the period from FY 1997 
through FY 2000, there would be mandatory savings of more than 
$350 million. 

Vaccine manufacturers have communicated informally that they 
would be supportive of a capped entitlement for VFC; what they 
resent the most about the program i s that they see the proportion 
of vaccine purchased by the Federal Government (at a lower than 
market price dictated by law) continuing to grow. 

Please l e t me know i f we can provide you with other information 
on this. 
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DRAFT 
Memorandum For The Chief of Sluff 

From: 

Subject: 

Nancy-Ann Mill 

Vaccines For Children Program 

This memorandum responds to your request for some ideas about how to protect the goals of the 
Administration's Vaccines For Children (VFC) piogmm, which wc expect to be under attack 
again this year. We tried to look at the VFC program from the perspective of tlie Administration's 
success in protecting die school lunch program, and have identified some options to locus the 
VFC program and address its critics while still retaining its advantages. While tlie goal of 
immunizing children has almost universal support - as does the goal of providing lunches to poor 
children - some aspects of the VFC progiam van be assailed by critics as a bureaucratic morass. 
This memorandum outlines the background and current status of VFC, lists cnticisms of the 
program, and discusses options that might be acceptable to us if the Republicans attack it.1 

Description of VFC nnd CDCs Section 317 Immunization Programs 

VFC is a mandatory program to provide Federally-purchased vaccines free of charge to Medicaid, 
uninsured and underinsured ellildren. Health care providers enrolled in the program provide 
vaccines to Medicaid and uninsured children; underinwircd children (i.e.. those whose health 
insurance docs not cover immunizations) can receive free vaccine in Federally Qualified Health 
Centers (e.g., community and migrant health centers). Private providers may charge 
administration fees, which arc covered by Medicaid for Medicaid beneficiaries. 

CDC also supports immunizations under Spdion ^ 17 of the Public Health Act. funded by 
discretionary appropriations. Section 317 provides ftinds for the purchase of vaccines ior children 
in public clinics and lor State education, outreach, and tracking effons. Trior to VFC, those 
"317" programs and Medicaid coverage of vaccines constituted the Federal Government's 
immunization efforts (Table 1 displays immunization programs before and after VFC.) 

Immunization Spending, FY 1993 
(dollars in millions. BA) 

» FY 1996 

FY FY FY FY 1996 
1993 1994 1995 Budeet 

Mandatory: 
Medicaid 170 200 
VFC HI 377 365 

Total Mandatory 170 281 377 365 

Discretionary (Section 317) 341 479 

Total, All Spendina 511 809 842 844 

Wc Imve altnched a description of the AdminiMraiion's original vaccine proposal from 1993. 

1 



Table 1: Immunizations Before and After VFC 

Snmmary of VFC Changes: 
• For Uninsured Children. Free Vaccine Is A variable in Doctor's Offices (Instead of Just In Clinics) 

• For States, the Federal Government Now Pays 100% of Vaccine Cost for Medicaid Children (Rather Than Just Federal Match) 
> For Medicaid and Underinsured Children, Not Much Has Changed 

Bentfitiary or 
Target Group 

Before VFC 
(pn or to October 1. 1994) 

After VFC 
(after October 1T1994) 

Medicaid 
Children 

Vaccinated in doclor's uffrce and by other Medicaid ;jrovtders; Vaccines 
and administration fees paid for by Federal Medicaid Pajments and Stale 
Medicaid matching paymenis 

Where VFC is available: Vjccinated in doctor's office; vaccine paid for by 
Vaccinei For Children, administration paid for by State and Federal 
Medicaid payments 

Where VPC is net available: Vaccinated in doctor's office; Vaccines and 
administration paid for by Federal Medicaid Payments and State Medicaid 
maching paymenis until October 1,1995 . v\ JCA. 

Uninsured 
Children 

Vaccinated in public clinic; Vaccines and adnrinistmion paid fox by 
Section 317 and State Fundi 

or. Vaccinated in doctor's otfice, paid fcr bv parems 

Where VFC Is Avaitablc: Vaccinated in doctor's office; vaccine paid lor by 
Vaccines For Children: administration paid for by paretts 

Wnere VFC is not Available: Vaccinated in public clinic: vacc.nes paid foi 
VFC, administradon paid for by Section 317 or Slate Furds 

or, Vaccinated in doctor's office, paid far by parenu 

Underinsured 
Children 

Vaccinated in public clinic; Vaccines and adirinistration paid for by 
Section 317 and State Hun* 

or. Vaccinated in doctors office, paid for by parents 

Vaccinated in public clinic; Vaccines and administration paid for by Section 
317 or State Funds 

or. Vaccinated in doctor's office, paid for by parents 

or. vaccinated in Federally Qualined Health Center(FQBQ. vaccine paid f x 
VFC. acminisrarion paid by TT? 

u 
a 

c 

Insured 
Children 

Vaccination obcained in public clinics: Vaccites and administraiion paid for 
by Section 317 and State Funds 

or. vaccination obtained in doctors office, vaccination and administration 
paid for ty insurance compiny 

Vaccinadon obtained in public clinics; Vaccines and administrEtion paid for by 
Section 317 and State Funds 

or, vaccination obtained in doctors office, vaccinaron and administraiion pjid 
for by insurance company T ^ 

Finding Sources: Federal Payments: include Medicaid and VFC (entitlement spending) and Section 317 (discretionary appropriation) 
Slate Payments: include Medicaid matching payments, and oih*r Stat2 budget resources 
Private Sector, include insurance, out-of-pocket expenditures, and payment foregone by providers 



After VFC, the main changes were that 1) free vaccines fnr all nninsnrcri children became an 
enlillcment; 2) free vaccines were provided to pnvate doctors (not just public clinics), and 3) 
Slates could choose to purchase vaccine for all children al lhe CDC price, i.e. lower than what the 
States had been paying. 

Impact of the VKC Program 

VFC passed in OBRA '93, and took effect on October l , 1994. We can icpoii lhal: 

VFC vaccine is available in all public clinics; 

currently 36 States are delivering vaccine to private providers and eight more plan to 
begin such delivery by the end of the year. Only four States (CO, LA, NH, and PA) do_ 
not plan to develop delivery systems, and HHS is now considering oplions to serve them; 

21,000 private provider nilos (with roughly 2.3 providers in eM-.\\ sire) have enrolled. Tins 
rough estimate of 40,000 to 50,000 providers falls short of the 70,000 to 80,000 providers 
that HHS reported last summer would be enrolled by ihe end of PV 1995, and 

based on data for tbe first quarter of 1994, wc aroj^irLteaeb of the Administration's 
goul of immunizing 90% of all two year olds for each antigen by 1996. (See Table 2 for 
more details). Rates do not distinguish among Medicaid, uninsured, underinsured, and 
insured children. 

As shown in Table 1, VFC produces winners andjoscrs. VFC most benefits uninsured children 
who cun now receive free vaccine in their doctors' offices, -- previously, they were vaccinated free 
of charge only in Slate clinics.2 VFC also represents a savings to .State governments, since they 
used lo pay between 22 and 50% of the cost of vaccination of Medicaid diildicn (i.e., their 
Medicaid "match"), and now pay nothing. 

Critics Focus on the Implementation Problems and Cost 

Critics do not question the goal of immunimig ellildren or even of raising iuunumzation rates 
among two-year olds to levels currently held among five-year olds (which are over 95%). 
Instead, they have emphasized: 

Bgl.ivery system: Ciilics have focussed on the program's difficulties in establishing a national 
delivery system (i.e., the GSA warehouse proposal). 

Cost: Critics argue that the program's focus on vaccines' cost misses the real causes of low 
immunization ratos (they argue, and some medical journal article.* siip.ccsr, that non-cosl barriers 
to immunization - such as provider and parent knowledge - are also important factors). 

7 

2 Since many of these children may receive their cun: pnmui ily Ir, clinics, ihis bend it may be more perceived 

than ie;il. 



Table 2: Where We Stand in Relation to Our Goals 

1992 1993 1994 Goals 

Whole vear 1 sr Half 3rdO 4 lh0 Annual First Duarter 1996 2000 

D rphtheria/Tetanii s'Pe 
russis ;DTP 

3+ o% 90% S7% 99% 90% 

DTP 4+ 59% 71% 75* 72% 72% 67% 90% 

Oral Po!io Vaccine 
(OPV) 

3+ 78% 80% 79<* 795: 76% 90% 90% 

Hemophilus influerza 
b 

3+ 50% 58% 55^ 7 1 % 90% 90% 

Measles Cnn^aining 
Vaccires (MCTV) 

S3% SIS: 87^ 90% 

Hepaims B 3+ 13% l i i % 23% 26% 70% 90% 

•\ DTP'3 Pol.fh'l 
MCV 

69% 72% 79% 76% 

4 DTIV3 Polio/1 
MCV 

55% 65% 72% 66% 67^ 66% 90% 

1) Data from the Nayonai Health Interview Survey. Data for the 2nd quarter of 1994 will be available in May. 

2) This vaccine was only recently introduced, which accounts for its relatively low rate and for the lower goal '.709£) in 1996. 
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High Federal Expense: Some (including Labor/HHS Appropriations Chairman Porter and 
Senator Dumpers) also argue lhai the program is more expensive than necessary. Federal 
immunization costs are expected to rise from $511 million in FY 1993 to an estimated $842 
million in FY 1995 (an increase of 65%; sec funding table on page 1). 

Uncontrollable Costs: Finally, they contend that the program's costs are unconirollable because 
new vaccines could be added whenever CDCs Advisory Coiiunillee on Immuni/^tion Pjacliccs 
(ACIP) recommends that VFC cover them. 

Capped Price The price of all vaccines purchased is set at the CDC nr^oiiHlcd contract price in 
1993, and can only increase by the CPI-U each consecutive year. Vaccine manufacturers claim 
that they cannot supply the amount of vaccines needed for all VPC eligible diildjeu at the capped 
price because they no longer have enough non-Federal clients to whom they can shift the costs. 
They also argue that they will have lower profit margins, reducing their ability and incentive to 
invest in research and development of new vaccines;. 

Other Manufacturers' Complaints: Some vaccine manufacturers contend that the Federal 
Government has cornered the vaccine market. HHS estimates that, al full implementation, 
discount purchases will account for 80% of all vaccines purchased, up from 50% before VFC.3 

Of the four major vaccine manufacturers, only one - Smith Kline - has supponed VFC. The 
oihcrs have impeded VFC implementation with lengthy delivery cunliuci iieguiiaiious, raising 
issues that suggested that they did not ever intend to sign contracts. Further, HHS coald only 
negotiate a vaccine purchase contract with Lederle for oral polio vaccine (OPV) thai limits the 
number of dotes purchased at the Federal price to 11 million, when the normal amount of OPV 
used in a year is 15 million doses. 

Packages of Options 

The VFC program ar, it finally emerged from Congress liud 2 main problems: 1) it is more, 
complicated than the previous system; and 2) it left us vulnerable to the charge that we were 
paying for shots for Donald Trump's children. Wc have identified some options thai (.uuld addicss, 
these problems. These options can be "packaged" in a variety of ways. Which package we 
choose depends on how we want to balance the goals of immunizing children, targeting Federal 
funds where ihey are most needed, and maintaining consistency with previous immunization 
policy (especially given the States' investment in VFC). 

Congress may choose not lu terminate the VFC program entirely, given the controversy over the 
rescission of funding for the school lunch program, but ihcrc arc indications that members may 
seek- .savings by targeting VPC more narrowly or placing it in a Medicaid blrx-k yrant. Given this 

J OBRA 93 required lhat the I'Mlr.™! Oovcrmuciu purchase, all vaccines for ihe VFC' at the CDC discouni 
priixv and mitlioiiyed States to purchase vaccine from munufuL-lurcrsi al lhe discounted price. Bcl'oie OBRA '93, some 
State> siml ihey warned to purchase vuccines for all children in their Stutc but were prevented from doing so becuuse 
they had to pay a higher price. 
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DkAFT 
political context, we. liavc. constructed the two illustrative packages of oplions shown below. 
They have not yet been looked at by HCFA's actuaries; we will consult with them as soon as we 
can. The coulcnls ure fiiniitnaiiiecl in a table on page 6. 

Package A: Retain VFC Program tis Entitlement, Hut Means-Test It \ 

Critics have claimed that even wealthy children could receive federally-funded vaccines through 
lhe VFC progiam if llieii paients chose not lo obtain insurance.4 These criticisms con be met by 
targeting the program to low-income children. Eligibility for VFC could be changed to include 
only children whose families have incomes at or below some percentage of the Federal poverty 
level. VFC could he. made a capped entitlement. 

]n addilion lu liiniliug eligibility, other changes could be proposed to satisfy the program's critics: 

1. The current price cap for federal vaccine purchase could he removed or modified to 
include! allowances for manufacturers' delivery, research and development, and a return on 
investment.s 

2. States would not he nhlft to increase the cjuantilv of vaccine thev purchase al the 
dUr.nnnted CDC contract price." (This addresses another concern of manufacturers, who 
fear further shrinkagH of lhe non-contract market.) 

3. gtates would he required K> Section 317 funds lo implement clinic flSSOSSmonlS 
of immunization programs, which have demonstrated success with raising immunizalion 
rates in States. (This responds to Senator Bumpers' belief that clinic assessments arc one 
of the best took for ceiling more children immunized.) 

4. Suites would aceelciato immuni/ation linkagM to WIC Of Olher Fwteral pmgntms for low-

mtom£_minilka. 

5. The VFC statute would jy rharigp.d sn that ii would no longer automatically cover new 
vaccinations rr-rommended by ACIP. This would reduce growth in program costs and 
allow for greater certainly iu predicling future VFC costs. (Some of lhe manufneturers 
actually like this aspect of VFC. because it puts additional Federal funds in their pockets 
automatically if they develop a new vaccine -- so this could be a ba^ining chip with them 
if we approach ihem to get their Agreement.) 

" The tnilll is tlUit any child - no nmllci what his parents" inwmc -- tould have gotten free iiiunum/Atinn 
bcfoi e it he went to a public health clinic. But by creating a new open-ended cniillcmem, VFC has hifildightcd this 
teat unc. 

5 It is unclear whiii effect ihe reinova) of the price, cap would have on the budget. Scoreable federal costs 
would result from a change in law which raised the amount of the acccptfibJe yearly increase iu discount prices. A 
ivmovol ol the price cap would be more difficult to score, given the uncertainty llml sunounds contract nef.oiiations. 

Ŝtates thai currently have imiversal vaccine purchase would he [jrandftithcrcd. 
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Package B; Chaiige VFC to Discretionary Program 

This option would transform the VFC program by folding it back inlo Medicaid and CDCs 
discretionary immunizations program, which would be expanded to better serve the uninsured. 
Mandatory funds from VFC would he transferred inlo this discretionary program. Consistent 
wiih the "performance partnerships" created to consolidate PHS activities in the President's FY96 
Budget, Inceniive grants lo Slates would be awarded on the basis of immunization rates among 
uninsured children. This package would also reform the price cap, restrict State purchases at the 
discount price, encourage linkages, and require clinic assessments. It could also allow states to 
dispense vaccines- (hronch physicians offices, preserving one of the innovations of VFC, 

Medicaid coverage for vaccines foi Medicaid children would be simply ivinsluled. All States 
would be allowed to rim "Medicaid replacement" programs for vaccine. These programs allowed 
Stales throueh a Medicaid waiver to buy vaccine for Medicaid children at the CDC' negotiated 
price, which is an aspect of VFC they have liked.7 Tbe Federal match for vaccination could 
remain at sumcthing like VFC's 100%, since dropping it back to pre-VFC match rates could cost 
ihe States a loi." 

This proposal could be designed to avoid a net PAYCK) effect. The amounl ol funds transferred 
to the discretionary program for uninsured children could equal the estimated mandatory savings 
from eliminating the VFC program, offset by the increased Federal Medicaid cosis caused by 
rcinsiaiing Medicaid coverage and icmoving the price cap. Wc compare, these two packages in 
the chart below. 

7 Senator Bumpers propped thk option as nn jilicniativc to scvc-ral Congressional commit!ee<s' proposals 
dming tne (JBHA 93 oebate. 

x Tlie Federal match lor Medicaid family plamtiitg services provides a precedent for enhanced mutch rales -
cuiTcnily. the match torlamily planning, is set at 90£ff>. 

5 
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Description 

Pros: 

Package A: Rcluin V F C Pi ugram as 
Entitlement, But Means-Test It 

Retain and mcans-tesl VFC 
Eliminate or reform price cap 
Limit States' ability to purchase 
vaccine at the discounted price 
Require sliHes lo perform clinic 
assessmeni 
Encourage linkages 
Eliminate Miiinmalic coverage of 
new vaccines 
Turn inlo a cupped entitlement 

Package 13: Chansc V F C to 
Discretionary Program 

Limits eligibiiity lo "needy'' children 
Reduces federal costs 
Addresses vaccine companies' 
concernts over price cap and 
increased discount purchases 
Encourages use proven techniques 
to raise imiumuzation rules 
Capped entillemcnt, as opposed to 
open-ended entillemcnt 

Transform portion of VFC into 
discretionary program targeting 
uninsured in pciformance 
measures; 
Restore Medicaid coverage of 
vaccines for Medicaid children 
Allow Medicaid replacement 
programs 
Rliminate or refonn price cap 
Lirnil Slates' ability to purchase 
vaccine at the discounted price 
Require states to perform clinic 
assessmeni 
Encourage linkages and parental 
responsibility 
Eliminaie automatic coverage of 
new vaccines 
Allow access tn vaccine tlirough 
physician offices 

Targets Federal dollars on 
uninsured children 
Maintains Federal coverage of 
vaccines for Medicaid children 
Reduces federal costs > ^ 
Addresses vaccine companies' 
concerns over price cap and 
increased discouni purchases 
Encourages use proven icchniques 
to raise immunization rales 

Cons: Means-testing will add complexity 
to States and providers who 
administer the program. Although 
it could be accomplished very 
simply, like the school lunch 
program, providers are already 
unhappy with the current VFC 
administrative burden. 
Will result in higher contract prices 
Limits States' access to the discount 

> price 

Collecting data on uninsured will 
be costly 
Will result in higher contract prices 
Immunization policy loses 
continuity of ihe single VFC 
program 
Limils States' access to tlie 
discount price 
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Conclusion 

Package A would focus eligibility for VFC (o iucludc only children whose families have incomes 
at or below some percentage of the Federal poverty level, and make it a capped entitlement. The 
price cap c6uld be adjusted, clinic assessments could be encouraged, immunization linkages could 
be increawd, some mannfacturers' concerns couid be addressed, and Federal fmancial exposure 
could be limited. 

Package B eliminates the VFC program as an open-ended entitlement and moves the 
responsibility for immunizing uninsured children to the states through Federal discretionary 
funds. It reinstates Medicaid coverage of vnccines through Medicaid replacement programs. 
This option maintains the focus on uninsured children, the major beneficiary of VFC. It could 
allow States to distribute Partnership vaccine thivugh physicians' offices. Through the 
"performance partnership" concept, it also makes Slates accountable for the immunizalion funds 
they receive, controls Federal costs, addresses some of the manufacturers concerns, and 
increases the attention of program managers nn the real problem of immunizations for iminsured 
children. 

Wc believe both oplions could be crafted so as to be scored by CBO as budgci neutral, though 
wc still need to work wilh the uciuarics to get that all nailed down, BotlToptions adareŝ  many 
of the criticisms of VFC by moving ui away from a system where HHS and the stales arc 
preoccupied with worries about how to ship particular doses of vaccines that arc purchased at 
Federally-controlled prices. (We don'l sci ihe price of lima beans used in school lunches - or 
arrange for their delivery to every school). Hither option could help to make the VFC program 
more like the school lunch program, and thus less vulnerable politically. 

Which types of packages we choose to accept depends on how strongly we wani to fight to 
retain the expanded emillemem status of VFC. Flense lei us know how you would like to 
proceed. 

cc: Alice Rivjin 
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Administration's Iniiial Proposal on Immunizations ;! 

The AUministi'Htion's original proposal, submitted to Congress on April 1, 1993, provided for ihe purchase of 
vaccine for all children and the developmenl of State vaccine rcgisliics (a good idea lhat proved conlrovcrsi.il 
because conservative groups raised privacy concerns). The proposal did not cap the price of vaccine, but 
directed lhe Secretary to consider a variety of factors,, including delivery, profit, and future reseercli and 
development in negotiating the price;; of vaccines. A key objection to VFC is its impact on the future 
development of vaccines. The proposal did not identify a funding source for the program. 

The. proposal's elements included: 

• Aulhority for th? Sccrc-lary to purchase vaccines for children; 

» Vaceiiw contract price lo be negotiated by HHS considering R&D, production, distribuiion, marketing, 
profit levels to encourage future investment, maintaining outbreak capacity, and whatever the Secretary 
delermines ro be relevant (cosl to include shipping and distribution; not to be charged to States); 

Vaccine to be distributed to providers in States with registry program:, (available in a variety of clinics in 
those without); 

Providers may charge for administraiion, bm not the cost of vaccine (musl also report vaccination to 
Stale oi Federal registry); 

Authority lor the Secretary to develop a tracking registry. In States wiihoul icgistrics, the Secretary will 
notify parents that children require vaccinations; 

Aulhority for the Secretary to make grants to Sutcfc for tracking regtslrifts 
Stale, icgistries to be operational by October 1,1996, 
registry information to be confidential, 
parents must provide a Social Security number to receive free vaccine; 

• Stale Medicaid programs to co ver vnccinations for Medicaid children; 

• Funds to come out of special trust fund, funded by revenue, io be identified in healih care reform; 

Program sunscis with passage of health care reform; and 

Mandatory funding for purchase, discretionaiy for registries. 


