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(1)

THE FUTURE OF CHIP: IMPROVING THE
HEALTH OF AMERICA’S CHILDREN

THURSDAY, FEBRUARY 1, 2007

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:06 a.m., in

room SD–215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the committee) presiding.

Present: Senators Rockefeller, Kerry, Lincoln, Stabenow, Cant-
well, Salazar, Grassley, Hatch, Snowe, Thomas, Smith, Bunning,
and Roberts.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The committee will come to order.
Today we will survey the success of the State Children’s Health

Insurance Program, otherwise known as CHIP. Some call it
SCHIP, some call it CHIP. I am going to call it CHIP.

It is the program that affects families like the one in Helena,
MT. A single mother from Helena learned that her son had epi-
lepsy. She found out right after her son lost private health insur-
ance.

She checked into other insurance plans, but none would cover the
expensive medications that her son needed. All those insurance
plans considered her son’s epilepsy to be a preexisting condition.

Then a friend told her about CHIP. She applied and she found
out that her son was eligible. Thanks to CHIP, this young man got
the medications that he needed and his mother got the peace of
mind that she deserved.

This is just one story among millions. CHIP has helped millions
of families over the past decade in Montana, and across the Nation.
Since 1997, the share of American children without health insur-
ance dropped by one-fifth. For the poorest children, the uninsured
rate has dropped by one-third. CHIP has made a dramatic dif-
ference.

During the same decade, private health coverage has eroded.
Nearly 47 million Americans lack basic health insurance; 9 million
of these Americans are children. CHIP’s success is, thus, even more
significant.

It matters whether a child has health insurance. Children with-
out health insurance are 5 times more likely to have unmet med-
ical needs or to delay necessary care. They do not have a usual
place of care or a health provider who knows them, and they are
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half as likely to have had well child visits in a given year; their
health and development are at risk.

Lack of health insurance can affect school attendance. It can im-
pair a child’s ability to grow up healthy and ready to learn. Lack
of health insurance coverage matters to all Americans. It can lead
to a crowded emergency room, it can strain access to care, it can
burden our safety net health providers. When care is delayed, dis-
eases that should be easily and cheaply treated become major med-
ical crises.

Investing in children’s health, by contrast, improves our public
health, lowers costs, and it will reap a healthy economy for tomor-
row’s workforce. We applaud CHIP’s accomplishments, but we can-
not turn a blind eye to its shortcomings.

Today, three out of four of our Nation’s 9 million uninsured chil-
dren are eligible for either CHIP or Medicaid, but they are not en-
rolled. We must do a better job of covering all eligible children.

In recent years, my home State of Montana has experienced an
increase in the number of uninsured children, despite recent ex-
pansions of the CHIP program. Thirty-seven thousand children,
one in every six Montana children, are uninsured. Many of these
children live on tribal lands. We must improve outreach and enroll-
ment in Indian country, and everywhere else in this country.

Congress has simply not given CHIP enough funds to meet the
current demand for services. Over the next 5 years, the program
will need $12 to $15 billion in Federal funds just to maintain serv-
ices for those now receiving coverage.

CHIP has also faced problems distributing funds effectively.
Some State allotments are too small to cover children already en-
rolled, other States routinely had far more than they needed. In all,
Congress intervened 7 times in 10 years to add or redistribute
funds. We should improve and strengthen CHIP financing to pro-
vide a more secure future and more stability.

We can learn a great deal from States. Simplifying applications
can make a big difference, and so can making children eligible
automatically if they are already eligible, say, for other programs
like school lunches; so can providing continuous eligibility.

Some States have used their flexibility to expand coverage. Some
States have included parents of CHIP and Medicaid children, preg-
nant women, and even childless adults. We will discuss CHIP ex-
pansions to these and other populations in today’s hearing.

When former CMS Administrator Mark McClellan testified be-
fore this committee in August, he strongly supported State efforts
to expand coverage. He cited evidence that covering parents in
CHIP actually increases access, and he said that it helped retain
children in CHIP programs.

States now report voluntarily on four standard measures in
CHIP. But we can do more. We should invest in measures to assess
children’s health. Let us make sure that we are using the right
ruler to measure quality for kids. We need more data to make sure
that they are getting it.

Both CHIP and Medicaid rely on safety net health care pro-
viders—that is, hospitals, community health centers, and sole prac-
titioners—to deliver needed care. But budget cuts are trimming
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Medicaid, trimming CHIP, and other health care providers. We
need to ensure that the safety net remains in place.

We need more reliable financing information about these safety
net programs and providers, perhaps including a Payment Advisory
Commission like MedPAC does for Medicare, but instead in this
case for Medicaid.

There is no greater priority for the Finance Committee in health
care this year than CHIP reauthorization. It is number one. Mil-
lions depend on CHIP, millions more are eligible but not covered.
Today we can increase coverage, and on this, as with other issues
that come before this committee, I hope to work, and will work,
very closely with Senator Grassley, my partner, along with Senator
Rockefeller, Senator Hatch, and others who are the fathers of the
CHIP program. We have a lot to learn from them, their experience,
and their ideas.

We must act quickly. Fourteen States will run short of Federal
funds this fiscal year if we do not reauthorize or enact new funding
by mid-May. We hope to have floor action soon.

As we begin our consideration of CHIP today, let us remember
those uninsured children whom CHIP has not yet reached, let us
remember those moms whose sons have epilepsy and struggle to
get coverage, and let us improve the health of America’s children.

Senator Grassley?

OPENING STATEMENT OF HON. CHUCK GRASSLEY,
A U.S. SENATOR FROM IOWA

Senator GRASSLEY. Thank you, Mr. Chairman, for holding the
hearing. You spoke about bipartisanship, and you have dem-
onstrated that very well in this hearing, because we have a very
balanced panel. You have worked very closely, our staffs have, to
do that, and I thank you very much for that consideration.

I know that the Chairman will introduce the panel formally, but
I would at least like to recognize Anita Smith from Iowa, who is
here. She works very closely with this program for the State of
Iowa and for the citizens of Iowa, and we will have a lot to learn
from her recommendations. I thank you for being here, and I thank
you, Mr. Chairman, for inviting her.

I am hopeful that we can find common ground as we go to mark-
up in a few weeks. Our staffs are already working in that direction,
trying to find that.

The SCHIP program—I suppose I should say S-CHIP program.
It is so easy. We have a SHIP program for senior citizens, so it is
easy to get the two confused. The CHIP program has significantly
improved the health and well-being of low-income children. More
than 60 million children receive health coverage through the pro-
gram.

SCHIP and Medicaid have helped reduce the percentage of unin-
sured children from 13.9 10 years ago to 8.9 percent in 2005. Sen-
ator Rockefeller and Senator Hatch led that effort in the Senate,
so they can take great pride in that accomplishment, because that
is a 37-percent drop in the number of uninsured children.

The importance of both SCHIP and Medicaid in this decline is all
the more significant because there has been a concurrent decline
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in private coverage for both adults and children during that par-
ticular time frame.

In other words, a lot has been expected of the SCHIP program,
and the program has delivered. That is not to say, however, that
there are no improvements that can be made. During these first 10
years of the program we have learned a lot of lessons, and we are
going to learn a lot more this morning from the panel. We can use
these lessons to improve.

I am pleased that there is a significant State presence on the
panel. That will help us, because that is where the administration
comes. The SCHIP program, as everyone knows, was intentionally
designed to give States the flexibility to design effective programs
and to manage costs.

In other words, people in Des Moines, IA will understand Iowans
and their needs better than people who have never been to Iowa
and who are trying to administer programs out of Washington, DC.
So, I am interested in learning whether or not there is additional
flexibility that we can extend to the States.

I have had a chance to peruse Ms. Smith’s testimony to some ex-
tent, but I think you are going to have her testify about some fami-
lies in Iowa who are eligible for Medicaid and prefer to enroll their
children in the SCHIP program in Iowa that we call hawk-i.

Upon hearing that they cannot choose hawk-i over what they
perceive to be welfare, these families do not enroll their children
in Medicaid, so consequently they are not getting the protection
that they ought to have.

One of the biggest challenges that we have to face with the
SCHIP program, of course, is financing. I am always a skunk at a
picnic when you bring up these sorts of issues, but we all have to
work towards this in considering that.

And as we look at the program today, we have many States that
have been facing funding shortfalls, and Congress has already had
to step in to patch up those shortfalls. Many States are facing po-
tential funding shortfalls yet this year. We have only patched that
for a few months last December going into this year.

As we work to reauthorize the program, we have to work out a
way to make the funding formula work better. The funding has to
be stable. It has to be predictable so that States will not be putting
their children at risk.

Additionally, I am concerned that some States have been using
the Federal SCHIP allotment to provide coverage to adults, when
Congress designed the program for children. Federal SCHIP fund-
ing was set aside by Congress for the younger people. I believe ev-
erybody knows that. In fact, I would like to refer to President Clin-
ton when he signed that law 10 years ago: ‘‘An investment in our
Nation’s children.’’

I fear that using these limited Federal dollars for adults has un-
dermined the coverage for low-income children. The issue is not
whether or not coverage for adults is desirable. It is. The issue is
not whether or not coverage for adults is beneficial to the family.
It is. No one would argue with that. The issue is whether SCHIP
funds used to cover adults has drained resources targeted by Con-
gress for kids.
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Today, 75 percent of uninsured children in this country are eligi-
ble for coverage either through Medicaid or SCHIP. When States
use funds intended for children to instead cover adults, that means
fewer dollars are available for the youngest of our citizens. These
are funds that cannot then be used for kids, and these are funds
that cannot be used for outreach. That is a terrible emphasis we
have to put into the next effort, to get people who are not in the
program enrolled. That takes money.

As we get into the broader discussions about health care reform
and small business, we have to also face how to get more people
covered, and this means the adults being covered as well. But the
SCHIP program is for kids. The ‘‘C’’ stands for ‘‘children.’’ There is
no letter ‘‘A’’ in SCHIP.

So, Mr. Chairman, I know that we want to get moving. There are
other issues that are important to me, such as how to make out-
reach and enrollment improvements in SCHIP funding, that I will
raise during my question period of time.

I would end with this fact. Just to continue the program as it is
today will cost $12 to $15 billion over the next 5 years. This new
spending includes the cost of coverage for pregnant women, par-
ents, and childless adults who get coverage through the SCHIP
program.

Several proposals have been discussed that would capture the es-
timated eligible, but uninsured, children and could bring that cost
up to $45 billion. I have not heard advocates for these proposals
say how we should pay for these estimated funding increases, but
with the new rules that are presumably going to be adopted called
‘‘pay-as-you-go’’ rules, that is something that is very, very impor-
tant, to consider that side of the equation.

I think a critical part of the discussion needs to be about how we
are going to pay for the existing services before we can discuss ex-
panding services. I am not opposed to discussing expanding serv-
ices, but I think we have to go with what was intended and where
we are, and how we can make that work without the problems that
we have seen. So, I hope we can effectively manage expectations as
we go through this reauthorization.

Thank you.
The CHAIRMAN. Thank you very much. Thank you, Senator, very

much.
The statements of all Senators who wish to have any will be in-

cluded in the record.
I would like, now, to turn to the witnesses. We are very blessed

this morning to have two of our colleagues here who would like to
introduce a couple of witnesses, and I will start with you, Senator
Cardin. I believe you have kind of a unique introduction here.

STATEMENT OF HON. BEN CARDIN,
A U.S. SENATOR FROM MARYLAND

Senator CARDIN. Well, Senator Baucus and Senator Grassley,
thank you very much for inviting the Bedford family to be with you
today. I am pleased to introduce the Bedford family. They are from
my home town of Baltimore, MD. Craig and Kim Lee Bedford and
their 5 children are here to tell their story in regards to the SCHIP
program.
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I also want to thank Kathleen Westcote, president of Baltimore
HealthAccess, which administers the MCHIP program in Balti-
more, and Dr. Josh Sharfstein, who is the Baltimore Health Com-
missioner, for their extraordinary work in getting families enrolled
in the program.

Mr. Chairman, you pointed out how many people in our country
are without health insurance, over 46 million. We also know, for
those children who are in the SCHIP program, their health care
outcomes are much better. They get preventive health care, they
have immunizations and dental care, and they are far less likely
to use emergency rooms.

I appreciate very much the committee having a hearing on the
SCHIP program and making a commitment to act early on this
program. You hear the statistics, but you are going to hear today
from the families that are directly involved. Every one of those
numbers represents a family, and every family is impacted by our
decisions to move forward on health care.

The SCHIP program is an extremely important part of our
health care initiatives. I am proud of what we have done with
SCHIP, and I am equally proud of what the State of Maryland has
done in providing access. It is my pleasure to introduce the Bedford
family, and thank them very much for being here today.

The CHAIRMAN. Well, thank you, Senator. I understand more of
the family is here, too.

Senator CARDIN. They have all 5 of their children here.
The CHAIRMAN. Well, this is a big day. Why do you not introduce

the whole family, including those who are not at the witness table?
Mrs. BEDFORD. Good morning. My name is Kim Lee Bedford. Let

me briefly introduce our family, who is with us.
The CHAIRMAN. Sure.
Mrs. BEDFORD. This is my husband, Craig, our oldest son, Job

Bedford.
The CHAIRMAN. Job.
Mrs. BEDFORD. And if the children will stand while I introduce

them.
The CHAIRMAN. Their grandmother is here, I understand.
Mrs. BEDFORD. Yes. Craig’s mother is here, Reverend Theresa

Bedford, who is kindly helping us with the youngest, Montgomery
Bedford.

The CHAIRMAN. There you are.
Mrs. BEDFORD. He is 6 months. Then we also have Maya, who

is 12; Josiah, who is 8; and John Gideon, who is 4.
The CHAIRMAN. Great.
Mrs. BEDFORD. We feel very privileged to be here today.
The CHAIRMAN. Wonderful. That is wonderful. That is great.
Do you want, Senator, to introduce your witness now or at a

later time?
Senator CHAMBLISS. Let me go ahead and do it now.
The CHAIRMAN. Sure. Absolutely.
Senator CHAMBLISS. He is not as good-looking as these kids.

[Laughter.] That is the only thing.
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STATEMENT OF HON. SAXBY CHAMBLISS,
A U.S. SENATOR FROM GEORGIA

Senator CHAMBLISS. Well, thank you, Mr. Chairman, Senator
Grassley, and members of the committee. It is a privilege to be
here to appear before you this morning. I am honored to introduce
an individual whom I have known as a friend and a colleague for
many years, Hon. Sonny Perdue, Governor of my State of Georgia.

Governor Perdue has given many years of public service to our
great State. He has served in numerous capacities, as a State Sen-
ator in the Georgia legislature, as Senate Majority Leader, and as
Senate president pro tem.

He was elected in 2002 as Georgia’s first Republican Governor
since reconstruction. During his first term he stuck to his promise
of getting things done for the people of my State, and we reelected
him overwhelmingly this past November.

He understands the challenges facing our State, and that is ex-
actly why he is here today. He is currently Chairman of the Repub-
lican Governors Association, but he has been asked to appear be-
fore you today on behalf of the Southern Governors Association. I
know he speaks on behalf of the many low-income families who de-
pend on the State Children’s Health Insurance Program, or what
we all commonly know as SCHIP.

In Georgia, previously uninsured children are now receiving
health insurance provided by our State’s PeachCare Program.
PeachCare was created during the time that Sonny Perdue was a
member of the Georgia State Senate, and under his continued lead-
ership as Governor it has been held up as a model program and
now serves nearly 273,000 children in our State.

But, unfortunately, Georgia is one of several States experiencing
a shortfall in fiscal year 2007. Mr. Chairman, time is running out
on this funding issue for Georgia’s children, as well as children in
other States. Governor Perdue has been a leader in keeping a dia-
logue open between CMS and members of the Georgia delegation,
but unfortunately there has been no resolution.

Senator Isakson, Congressman Nathan Deal, and I have been
working relentlessly with the Governor to find a short-term solu-
tion for the children of Georgia who depend on this program.

It is also critical for Congress to find a long-term solution that
addresses the current flaws in the SCHIP formula when we reau-
thorize the program this year. I concur exactly with what Senator
Grassley just commented relative to the fact that this should be a
program for children, as it was intended to be.

I know the people of Georgia are so grateful for this hearing
today. Mr. Chairman, it is my privilege to introduce to the com-
mittee my good friend and my Governor, Hon. Sonny Perdue.
Thank you.

The CHAIRMAN. Thank you, Senator, very, very much. I appre-
ciate that.

Now I will introduce the rest of the panelists. Next, after the
Bedford family, is Cindy Mann, who is the executive director of
Georgetown University’s Center for Children and Families, and she
will discuss trends for the program, financing issues, and provide
recommendations for reform.

VerDate 11-MAY-2000 11:22 Apr 07, 2008 Jkt 095484 PO 00000 Frm 00011 Fmt 6633 Sfmt 6633 41339.000 SFIN1 PsN: SFIN1



8

Also, one of the panelists is Anita Smith. I will introduce her
again. She is Chief of the Bureau of Medical Support for Iowa’s De-
partment of Human Services. Thank you for coming.

Kathryn Allen is the Health Care Director with the U.S. Govern-
ment Accountability Office, and she will provide an overview of the
program, especially on financing and structure.

All right. Let us start with the Bedford family. Mr. and Mrs.
Bedford? I would remind everybody, the rule is 5 minutes, so
please keep your remarks within 5 minutes. Anything else you
want to say will be included in the record in a printed statement.

STATEMENTS OF KIM LEE, CRAIG, AND JOB BEDFORD,
BALTIMORE, MD

Mrs. BEDFORD. Thank you. Good morning. My name is Kim Lee
Bedford, and I am honored to be here with my family today. It is
an honor to share our family’s experience with the Children’s
Health Insurance Program, or CHIP, and how it has helped our
family in so many ways.

Today, my husband, our son Job, and I will talk about what
CHIP has meant to us. We understand we represent thousands of
American families who cannot be here today to share their opinions
with you, and we hope we speak well as their voice to you today.

Before my husband and I started our own business, our entire
family had private health insurance coverage through my hus-
band’s job. When we started our own business, we continued our
family’s coverage under COBRA, then purchased a private plan,
but the costs were extremely high.

While our business was in its infancy, the prospect of our chil-
dren going without health care insurance was unthinkable, so we
maintained the crippling cost of private health insurance coverage
as long as we could.

We considered many options, including the value health plans
that are not really insurance coverages, but rather discounts on
medical services, and we delayed applying for the Maryland Chil-
dren’s Health Insurance Program because we did not think we
would be eligible. With both of us working, we thought our income
would be too high to qualify.

Finally, feeling thoroughly discouraged in our search for afford-
able health care, we decided to apply for MCHIP and, to our sur-
prise, we were within the financial range for a family of our size.

Perhaps the greatest impact MCHIP has had on our family medi-
cally is that we no longer have to make impossible health choices
based on a financial perspective. We no longer have to decide
whether a child is really sick enough to warrant a doctor’s visit.

We no longer have to decide whether a child really needs a cer-
tain medication prescribed by his pediatrician. We no longer have
to choose between reactive medical care and proactive medical care
for our children.

For example, two of our children have asthma. In the past, under
our private health insurance we had to make choices among pre-
scriptions. For example, we would choose between the asthma
medication that saved his life during an asthma attack, or pur-
chase the asthma medication that prevented an asthma attack.
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Needless to say, our first choice was always the reactive benefit
medicine before the proactive benefit medicine, and do we really
need to fill the prescription for two asthma inhalers or could we do
with one and just hope our son did not lose it?

These are impossible choices for a family to have to make, impos-
sible choices which equated to average health care at best, despite
the very high monthly premiums we were paying. Under MCHIP,
our children have access to their regular pediatrician and needed
prescriptions with no co-payments. Under our private coverage be-
fore, we had paid a minimum of a $20 co-pay per child, per visit.
Prescription co-pays were up to $30 per prescription, with some
medicines simply not covered.

When you have several children requiring several medications
routinely every month, as we do, the co-payment expenses are very
heavy. For working people of modest means, these costs are bur-
densome. MCHIP also guarantees access to critical benefits like
dental and vision care.

Under MCHIP, our children have access to full dental coverage.
With our private insurance, even with our high monthly premium
expense, we had no dental coverage. Dental appointments were a
luxury in our family rather than a basic medical necessity, and,
since our income at the time with the fledgling business did not
allow for luxuries, our children did not go to the dentist for several
years. I fear this is very often the case in many working American
families.

Since enrollment in MCHIP, all of our children routinely visit
their dentist every 6 months as needed, and look at their beautiful
smiles!

Another benefit of MCHIP which may not be readily seen is the
impact it has had on the entire family, on the health of the entire
family. Although MCHIP is intended to provide quality affordable
health insurance for children, we have found that this program has
made an enormous impact on health care for our entire family. As
I am sure many of you can understand, if we were struggling to
fit our children’s medical expenses into our family budget, you can
imagine what this meant for my husband and I in terms of health
care at the time.

Of course, as nearly every parent will agree, our children’s health
concerns came first. Even though our entire family was covered
under a private insurance plan, Craig and I saw our health insur-
ance as simply a safety net in the event of a serious illness which
required hospitalization.

We did not schedule proactive doctors’ appointments and we did
not get regular physicals, and we did not do any of the recom-
mended incremental medical screenings for major illnesses. We
definitely did not go to the dentist.

The only medical care we took advantage of during that time was
prenatal care for the birth of one of our children. Monthly health
insurance premiums were so cripplingly high, the co-payments for
the children were a struggle, so we deemed them non-essential.
Any non-essential medical care for ourselves was not necessary.

For our family, enrollment in CHIP for our children meant that
Craig and I were able to begin routine proactive health care for
ourselves again. Thus, I would venture to surmise for many Amer-
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ican families that the Children’s Health Insurance Program has
served to make their whole family healthier, and not just the chil-
dren in their families.

CHIP has also given us great peace of mind. The times that we
would have to make medical decisions for our children based on fi-
nancial criteria were extremely stressful as parents, full of those
impossible choices.

Those are not the kind of choices that parents, in a society as ad-
vanced and with such resources as ours, should be forced to make,
not when we and our elected government officials in whom we have
placed our trust and well-being have choices in how they direct
government resources.

The Children’s Health Insurance Program is by far the next best
thing for the health and well-being for all of America’s beautiful
children, who hold the future and greater promise of this enduring
Nation in their little hearts and hands.

Funding for children’s health care should be a budgetary issue
requiring no debate, or even major decision-making. Fund health
care for all of America’s children. It really is that simple.

Today, members of this committee are gathered together in this
room to consider the quality of health for a huge portion of Amer-
ica’s children. You hold the answer to whether our Nation’s chil-
dren are worthy of the additional funding necessary to provide
them with quality health care or whether those dollars would be
better allocated elsewhere.

I challenge each of you to consider what choice you would make
if your child or grandchild’s health care depended solely on the
funding allocation you make on this issue. For so many of us in
this great Nation, this is the case. Our beautiful children’s health
and well-being lie in your hands.

We ask you, please: your commitment to do whatever it takes to
continue and increase funding for quality, affordable health care
coverage for so many of America’s children through the Children’s
Health Insurance Program is absolutely critical. Thank you.

The CHAIRMAN. Thank you, Mrs. Bedford.
Mr. Bedford?
Mr. BEDFORD. Good morning. I am an insurance agent with Erie

Insurance in Baltimore. I sell both property, casualty, and life in-
surance. In 2001, I had the chance to live the American dream by
opening my own business. What kept me from leaving my big-
company employer at the time was, what am I going to do about
health insurance? I kept asking myself, how am I going to main-
tain health insurance for my family?

When we started our business, our monthly health insurance
premiums were like a new mortgage. The first 12 months, our
health insurance costs were 36 percent of our gross income. In
2003, our health insurance premiums increased by 18 percent, to
a cost of nearly $800 a month, not including co-pays or prescription
costs.

After our children enrolled in CHIP in 2004, we were able to cut
our health spending by 60 percent. My wife and I still buy our own
health insurance on a separate plan. My business is still growing,
as is my family. Unfortunately, health costs have also grown.
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In 2006, health insurance premiums for my wife and me cost the
same as the family plan we had in 2002, and it still accounts for
13 percent of our total gross income. The face of CHIP is families
such as ours, families that work hard and play by the rules, trying
to live the American dream.

Providing quality health care to our children should be a Con-
gressional budgetary item requiring no debate or major decision-
making. We urge you to continue to fund the Children’s Health In-
surance Program. Thank you for the opportunity to testify.

I would now like to introduce my eldest son, Job, who is a 13-
year-old honor student who has to deal with medical issues relating
to his asthma. He is an incredible child to parent, and a wonderful
role model for his siblings and other friends.

Mr. Job BEDFORD. Good morning. I am honored to be here before
the Senate Committee on Finance, and distinguished others. My
name is Job Timothy Bedford. I am 13, oldest of 5 children, and
I have been living with asthma ever since I was 5. Thank you for
allowing me to speak today about CHIP on behalf of many other
kids with chronic illness.

Asthma is a chronic illness that inhibits your breathing. Asthma
can make you feel like your throat has shrunk and you are breath-
ing through a straw. When I have an asthma attack, I start wheez-
ing really hard because of lack of air going to my lungs.

When this happens, I try to find my inhaler. An inhaler is a
small device which releases a drug into your muscles that relaxes
your airways. This usually stops my wheezing and makes it easier
for me to breathe. Having good health insurance means I can get
an inhaler and any other medical treatment I need. I really like the
security of knowing I always have an inhaler when and where I
need it. We keep one at home, in the nurse’s office, and I carry one
everywhere I go with me. It makes me feel a lot safer.

Asthma attacks are kind of scary. They are very unpredictable.
There is always the thought in the back of your mind that you may
just die. When I was younger, I did not like riding on the highways
because it seemed too difficult to get off if I suddenly needed to go
to the hospital. Asthma gives you a feeling of uneasiness. Thanks
to MCHIP, I always have an inhaler and other stabilizing drugs,
like Flovent, available.

I also have medicines like the Epi-pen for allergic reactions. The
Epi-pen can save my life if I have an allergic reaction, stabilizing
me until I can get more advanced medical care. I feel very secure
in knowing that I always have an Epi-pen with me in my bookbag,
at home, or even in the nurse’s office at school.

However, all these medicines are very expensive without MCHIP.
I researched with my parents—a single Epi-pen would cost $76, an
inhaler would cost $32, and a Flovent would cost $102 each. Addi-
tional daily medicines would take the cost of $200 per month with-
out MCHIP. My 4-year-old brother, who also has asthma and food
allergies, too, has had his prescription costs double.

I feel a little sad about having asthma because it limits the
things I can do. I cannot play certain sports that require a lot of
endurance, and I also have to stay off some kinds of roller coaster
rides. But those are small worries compared to the ability to get
health care.
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Having good health care through the Children’s Health Insur-
ance Program means the health care that my siblings and I need
is available to us. There are no words to describe how safe that
makes me feel. I wish everyone had the means to get the medicine
they need to make their lives a lot easier. Thank you.

The CHAIRMAN. Thank you very much, Job, for that compelling
and courageous statement. We deeply appreciate that.

[The prepared statements of the Bedfords appear in the appen-
dix.]

The CHAIRMAN. Ms. Allen?

STATEMENT OF KATHRYN G. ALLEN, DIRECTOR, HEALTH
CARE, U.S. GOVERNMENT ACCOUNTABILITY OFFICE, WASH-
INGTON, DC

Ms. ALLEN. Mr. Chairman, Senator Grassley, and members of
the committee, thank you for inviting me to be here today as you
address reauthorization of SCHIP.

As you have already pointed out, Congress created SCHIP in
1997 to help cover low-income uninsured children living in families
whose incomes exceeded eligibility requirements for Medicaid.
SCHIP offers States considerable flexibility in how they provide
health insurance coverage to children.

States have three different options in designing their programs.
They can choose a Medicaid expansion which allows them to offer
the same benefits and services that they offer in their Medicaid
program, they can offer a separate children’s health program dis-
tinct from Medicaid where they can use specified public or private
insurance plans, or they can offer a combination program which in-
corporates elements of both.

At the time of enactment, Congress appropriated a fixed amount
of funds, about $40 billion over 10 years, to be distributed among
States with approved SCHIP plans. Unlike Medicaid, however,
SCHIP is not an entitlement to services for beneficiaries, but it is
a capped grant or allotment to States.

Each State’s annual allotment is available as a Federal match
based on State expenditures, and it is available for 3 years, after
which time any unspent funds may be redistributed to States that
have already spent their allotments.

My remarks today will focus on three issues: first, recent trends
in SCHIP enrollment and the current design of States’ SCHIP pro-
grams; second, States’ spending experiences during these past 10
years; and, three, certain issues for consideration during reauthor-
ization.

First, as you have already pointed out, SCHIP enrollment has in-
creased rapidly during the program’s early years, but it has sta-
bilized more recently. Total annual enrollment has leveled off at
about 6 million individuals, including over 600,000 adults now,
with about 4 million individuals enrolled at any point in time.

States’ SCHIP programs reflect, indeed, the flexibility afforded
them in their overall program design. Eighteen States now operate
a separate Children’s Health Program, 11 States use a Medicaid
expansion, and 21 use a combination of the two.

Forty States have opted to cover children and families with in-
comes up to 200 percent of the Federal poverty level or higher, and
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7 States cover children and families up to 300 percent of Federal
poverty or higher.

Almost as many States—39 States—require families to con-
tribute to the cost of their children’s care through some form of cost
sharing, such as premiums or co-payments.

Few States, however—only nine—operate premium assistance
programs, using funds to help pay premiums for available em-
ployer-sponsored coverage, in part, because States often find these
programs very difficult to administer in cooperation with employ-
ers.

As of February of this year, we identified 14 States that had ap-
proved waivers to cover one or more of three categories of adults
in their SCHIP programs. These include parents of eligible Med-
icaid and SCHIP children, pregnant women, and childless adults.

Second, SCHIP program spending was low initially as States
were designing and implementing their programs, but now threat-
ens to exceed available funding. Some States have consistently
spent more than their allotment, while others consistently less.

In the first years of the program, States that over-spent their an-
nual allotments over the 3-year period of availability could rely on
other States’ unspent funds, which were redistributed to cover ex-
cess expenditures.

Over time, however, spending has grown and the pool of funds
available for redistribution has shrunk. As a result, 18 States were
projected to have funding shortfalls in at least one of the final 3
years of the program. That is, they were expected to exhaust avail-
able funds, including current and prior year allotments.

These States were more likely than those without shortfalls to
have a Medicaid expansion or combination program, to cover chil-
dren across a broader range of income groups, and to cover adults
through their programs.

It is not clear, however, to what extent these characteristics con-
tributed to States’ overall spending experiences, as many other fac-
tors have also affected States’ program balances, including prior
coverage of children under Medicaid and SCHIP eligibility criteria,
their benefit packages, enrollment policies, outreach efforts, and
provider payment rates.

In addition, the formula for allocating funds to States has been
criticized by some for containing flaws that led to under-estimates
of the number of eligible children in some States and, thus, under-
funding.

To respond to these shortfalls, as you have already pointed out,
Mr. Chairman, Congress has acted numerous times to appropriate
additional funds or even to redistribute funds. Even so, 14 States
are projected to exhaust their allotments in this fiscal year.

Third, and finally, Mr. Chairman, we observe that SCHIP au-
thorization is occurring within the context of broader national
health care reform and competing budgetary priorities.

There is an obvious tension between the desire to provide afford-
able health insurance coverage for uninsured individuals, including
children, and the recognition of the high cost that health care cov-
erage exerts as a growing share of Federal and State budgets.

As Congress addresses SCHIP authorization, the single issue at
the forefront of consideration is the one that Senator Grassley ex-
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actly pointed out, and that is how to finance the program. But yet,
this involves many moving and interdependent parts.

We would like to just point out that three of these include how
to maintain State flexibility within a program without compro-
mising the over-arching goal of covering children; how to help en-
sure stable, yet fiscally sustainable future public commitments at
both State and Federal levels; and, third, how to assess issues asso-
ciated with equity, including better targeting of funds to achieve
certain policy goals more consistently nationwide.

Mr. Chairman, this concludes my remarks, and I would be happy
to respond to any questions.

The CHAIRMAN. Thank you, Ms. Allen, very much.
[The prepared statement of Ms. Allen appears in the appendix.]
The CHAIRMAN. I would like, now, to introduce Sonny Perdue.

Governor, thank you very much for taking the time to come up and
give us the benefit of your experience.

Governor PERDUE. Well, good morning, Mr. Chairman.
The CHAIRMAN. We look forward to what you have to say.

STATEMENT OF HON. SONNY PERDUE, GOVERNOR OF GEOR-
GIA, REPRESENTING THE SOUTHERN GOVERNORS ASSOCIA-
TION, ATLANTA, GA

Governor PERDUE. Thank you very much. Senator Grassley,
members of the committee, thank you for inviting me today. Thank
you, especially, for your compassion in placing Ms. Allen between
me and the compelling testimony of Job Bedford. [Laughter.] But
as we consider the reauthorization of SCHIP and the State Chil-
dren’s Health Insurance Program, it is an honor to provide the per-
spective of a Governor.

I am pleased to be here today representing, really, the Southern
Governors Association. Those are 16 States and two territories. As
you know, demographically the South has been especially success-
ful in implementing the SCHIP program, a program that Congress
created 10 years ago to give children the same healthy start in life
that we all desire for our own children.

Georgia, which is the ninth largest State in the Union, has the
fourth largest enrolled population in the country. In fact, more
than 41 percent of the SCHIP population is enrolled in southern
States. In our job, we are usually presented with ideas in terms of
a big-picture impact: the argument that nationwide there are more
than 6 million kids enrolled in SCHIP; in Georgia alone we have
more than 270,000 children. These are large, impressive numbers,
but we often get lost in the big picture, forgetting about the human
impact.

Ladies and gentlemen, these are children. They are the Job Bed-
fords and his family and his siblings, and they need our help. They
are mostly families, moms and dads, many times single mothers
with two or more children, with household incomes, in Georgia, of
just slightly more than $26,000 annually.

These families are not on welfare. Ninety-three percent of these
parents go to work every day. They simply want for their children
what we all want for our children, to have an annual check-up, to
get basic immunizations, to get regular screenings. They want to
be able to get a cough treated before it turns into pneumonia. They
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want to catch asthma before it means a hospital stay. The families
on SCHIP are working for a small income, and they need all of our
help to keep their children healthy.

Without question, States have made dramatic progress in reduc-
ing the number of uninsured low-income children through this
wonderful program. Governors look to your reauthorization of
SCHIP as assurance that we will continue in our partnership to
provide a safety net for our children.

Reauthorization gives Congress the opportunity to evaluate the
current program and refocus on our common goals. As Governors,
we are responsible for achieving the goals set forth in the program.
In that role, we have learned some lessons and established some
principles that I would like to pass along to you as you consider
the future direction of the program.

I want you to keep in mind today that I am representing 16
States, and so you can imagine, these priorities must be pretty im-
portant for a third of the States in the Union to come to a con-
sensus.

The key principle that we agree on is that children should be the
primary population for SCHIP, as the name implies. This means
that our resources must first be focused on children. This is not the
case in every State now, as you know.

Some States have expanded their programs to include health in-
surance coverage for pregnant women, adults with children, and in
some States, even childless adults. The problem here is, these
States are paying the same Federal match rate as States like Geor-
gia who are struggling just to cover our uninsured children.

As Governor of a State with a constitutional requirement for a
balanced budget, I recognize that we simply do not have unlimited
funds for SCHIP, but we are going to meet our State’s obligation
for SCHIP. We are asking you, as our Federal partners, to join us
in that commitment.

The hard fact is, if you do not, 15 States, including Mr. Kerry’s
State of Massachusetts, Mr. Lott’s State of Mississippi, Mr. Grass-
ley’s State of Iowa, Ms. Snowe’s State of Maine, are going to run
out of Federal funds this year, and very soon.

If that happens, we will not be able to cover even our low-income
eligible children, while other States have so much excess funding
that they will be covering SCHIP populations SCHIP never in-
tended to cover.

That leads me to the important lessons that we have learned
over the last 10 years of implementing SCHIP. The southern States
have run into two main problems in the funding formulas: the first
is the State cost factor, and the second is the calculation for the
number of children.

The State cost factor falsely equates wages in the health services
industry to health care costs, but there is not a real correlation be-
tween these two measures. This factor just ends up reducing fund-
ing to States with low wages. This works directly against the core
mission of directing SCHIP funds to low-income uninsured chil-
dren.

The number of children factor calculation is equally flawed.
Today, for example, Georgia insures over 70,000 more children
than the formula says should even be eligible in our State, and in
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fact we believe we have another 100,000 that are currently eligible
for the program now. That is a gross mismatch between reality and
what the formula allows.

Allotments are based on data that is sometimes 3 and 4 years
old, and in a State like Georgia, the fourth-fastest growing State
in the country, this lag has serious, serious consequences. The
method of calculating the number of children factor has proven in-
effective in southern States.

This has resulted in the most severe funding shortfalls in the
country. This number counts half of our State’s low-income children
and adds to it half of the State’s uninsured low-income children.
This means the better you are at implementing SCHIP, the fewer
children who are uninsured and the less funding you receive for
them.

If the State’s SCHIP program is 100-percent successful, then the
next year’s funding will be drastically cut because no children will
be uninsured. This just does not make good sense. How can we
keep these children insured if we are penalized for insuring them?
The most egregious example of these shortfalls have been in North
Carolina and in Georgia.

North Carolina was successful at implementing SCHIP, success-
ful enough that their funding became insufficient to cover the num-
ber of enrolled children. North Carolina was forced to shift infants
and toddlers to Medicaid, reducing SCHIP payments to providers,
and to limit enrollment growth.

Georgia’s experience with our SCHIP program, called PeachCare,
further highlights the challenges that must be addressed in reau-
thorization. As I indicated, Georgia has the fourth-largest enroll-
ment in the Nation. We have spent, over the period, $432 million
in State funds and are now covering more than 270,000 children
in PeachCare. Georgians trust and value this program. Monthly en-
rollment has increased 19 percent in over 2 years, and we are com-
mitted to keeping these kids covered.

Let me tell you, we run a tight ship in Georgia, thanks to the
flexibility allowed under this program. We only cover children.
Ninety-five percent of our PeachCare population make less than
200 percent of the Federal poverty level.

We employ a sliding scale premium so that families that make
more, pay more. We do not guarantee a continuous eligibility. Fam-
ilies must report changes in income or status, and we verify that.
Further, families have a 2-week grace period to pay their pre-
miums. Our grace period is half the length of other States. Fami-
lies who do not pay on time, just like a regular insurance program,
are locked out of the program for a period of time.

We make it clear in Georgia—personal responsibility. This is not
simply a hand-out. If Georgians do not demonstrate personal and
financial responsibility, their children do not benefit from this pro-
gram. This emphasis on personal responsibility, I believe, has con-
tributed to our success.

Flexibility is what has allowed the States to continue covering
these children when they would have been dropped from other pro-
grams during difficult budget times. In fact, when I became Gov-
ernor 4 years ago, we faced 2 years of back-to-back revenue de-
creases and we had to cut out a lot of things, but we remain stead-
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fast in our funding share of SCHIP. SCHIP’s flexibility is a critical
element that must be maintained in reauthorization.

In closing, though, I have to tell you that Georgia’s successful im-
plementation of SCHIP has left us, unfortunately, with a $131 mil-
lion shortfall of Federal funding and has put this program in jeop-
ardy. Without additional Federal matching funds, the PeachCare
program will be out of Federal funds by March, just 2 months, just
a few weeks from now.

Georgia stands ready to meet its obligation to this program, but
we simply cannot go it alone. I would like to think of this program
as one of access. Georgia engaged quickly. In fact, we engaged so
much, we got married with our Federal partners and our fruitful
union produced over 270,000 children.

Now we are concerned that we are talking about divorce, and we
do not know what will happen to the health care of those children.
In fact, as you know, in Federal law and State law—we believe we
are the custodial parents—usually the health care responsibility
falls to that non-custodial parent.

America is a compassionate Nation, and we must continue to
take care of our most vulnerable citizens. You have heard from the
SCHIP family, the Bedfords, just a few minutes ago. It is impor-
tant to realize the individual human impact of this program.

Remember, we are not just talking about numbers, we are talk-
ing about families and children. As we focus on new ways to reach
the Nation’s uninsured children, I ask each of you distinguished
members of Congress to preserve the State Children’s Health In-
surance Program, a program that is already meeting their needs.

We are all familiar with the story of the Good Samaritan, where
two pious men walked by, turned their hearts and their heads
away, and looked away, while the Samaritan reached down, took
that person to the innkeeper—today it would be known as a hos-
pital—gave the innkeeper the money, and said, ‘‘Take care of this
man, and when I return, if it costs more, I will pay you more then.’’
Why can’t we all be Good Samaritans? I hope that you will find
these principles and lessons learned to be helpful.

On behalf of southern Governors, we hope you will use us as a
resource as you consider reauthorization and the future of our chil-
dren.

Thank you very much.
The CHAIRMAN. Thank you, Governor, very, very much. We are

going to work to help make sure this marriage works. [Laughter.]
[The prepared statement of Governor Perdue appears in the ap-

pendix.]
The CHAIRMAN. Next, Dr. Mann?

STATEMENT OF DR. CINDY MANN, EXECUTIVE DIRECTOR,
CENTER FOR CHILDREN AND FAMILIES, GEORGETOWN UNI-
VERSITY HEALTH POLICY INSTITUTE, WASHINGTON, DC

Dr. MANN. Thank you, Chairman Baucus, Senator Grassley, and
other members of the committee. Thank you very much for the in-
vitation to participate today in this hearing about the reauthoriza-
tion of the State Children’s Health Insurance Program.

My written testimony covers a number of areas, but I am going
to focus my remarks this morning particularly on the central issue,
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I think, facing the State Children’s Health Insurance Program as
it moves into reauthorization, which is the need for substantial
new funding to cover more of the Nation’s children.

Reauthorization creates the opportunity to assess, after 10 years’
of experience, what the program has accomplished, what its chal-
lenges have been, and what we can do to move forward.

When CHIP was first adopted in 1997, one of the big questions
was, would States even adopt the CHIP option? Would States de-
cide that this was a good thing to do? To many people’s surprise,
every State in the Nation has taken up the CHIP program. In
1997, three States covered children up to 200 percent of the pov-
erty line; now 41 States do so, thanks to the CHIP program and
the underlying Medicaid program.

Just, again, to give a reference point, in 2007, for a family of four
in which both parents work full-time, each earning $10 an hour,
that is the equivalent of 200 percent of the poverty line. We are
talking about families who are struggling to make ends meet and
for whom health insurance is often unaffordable.

After a modest start, CHIP enrollment took off. I have some
charts here that are also attached to my testimony. I am just going
to go through a couple of them.

As Ms. Allen noted, we have, now, about 6 million children en-
rolled in the program. But coverage gains did not stop with CHIP
enrollment, and it is really important also to look at the Medicaid
side of the equation.

CHIP was successful not just in gaining coverage in the CHIP
program, but in triggering major changes, improvements, in Med-
icaid, eliminating a lot of the barriers that had been in place in
Medicaid that prevented children from enrolling in the program
and retaining coverage in the program.

Thanks to outreach, coordination between Medicaid and CHIP,
and simplification efforts that got rid of longstanding barriers in
many States across the Nation, including Georgia and Iowa, as
many kids enrolled in Medicaid as enrolled in CHIP between 1997
and 2005.

As you can see from the chart, Medicaid remains the much larger
and more significant program in terms of children’s coverage. CHIP
stands on the shoulders of Medicaid. Both programs have to re-
main strong and viable if the Nation is to continue making
progress.

So what has the new enrollment meant in terms of accomplish-
ments for children? Together, these programs have reduced the un-
insured rate among low-income children by a third. That is a re-
markable achievement in a short period of time when, as noted in
your comments, the Nation was swimming upstream against rising
health care costs and declining employer-based coverage.

During this same period of time when we were lowering the rate
of uninsurance among low-income children, the number of unin-
sured adults rose by 6 million because we did not have, on the
adult side, the kind of coverage opportunities that we have for chil-
dren.

But as I think everybody here knows, in 2005 the uninsured rate
for children ticked up for the first time since 1998, and we have
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about 9 million children who are uninsured. That is our challenge
going forward.

The good news is, for most of these uninsured children, they are
now eligible for CHIP or for Medicaid. The good news also is that
the public strongly supports moving forward, and there is growing
energy across the Nation to do just that.

More than half of the States represented by the Senators on this
committee have taken, or are poised to take, significant action to
improve the coverage for children through their Medicaid and
CHIP programs, which brings us to the CHIP funding level.

The level for 2007, $5 billion, was picked 10 years ago. It was
picked before Congress had any experience with the program, be-
fore we knew how many States would even take the CHIP option,
before we knew what kinds of programs States would create, and
before we knew what families would do when offered the oppor-
tunity to enroll in CHIP.

Ten years later, we know a lot more. What we know, fundamen-
tally, is that $5 billion falls well short of what is needed over the
next period of time. The mismatch between CHIP funding levels
and need is apparent.

This chart shows the annual allotments in orange for the Nation
as a whole, and the spending in the blue bars. In the early years,
States did not fully spend their allotments because their programs
were just ramping up. But now their spending levels, collectively,
are more than the annual allotments they receive. This was antici-
pated. States were given, in the CHIP law, the opportunity to use
carry-over funds from earlier years and to get redistributed funds
from other States that did not fully spend their allotments.

But those carry-over funds and the redistributed funds are dry-
ing up, and they are drying up because it is not just one or two
States that are fully spending their allotments, it is the majority
of States.

The CRS—Congressional Research Service—reports that 37
States have spending levels in 2007 which exceed their 2007 allot-
ments. This program needs additional substantial funding to keep
moving forward.

Formula changes and quicker reallocation of funds could help,
but when most States are already spending their annual allot-
ments and we still have 9 million uninsured children, it is appar-
ent that the formula adjustments alone will not be sufficient to ad-
dress funding needs.

Cutting off coverage to certain groups of people might also help
stretch the dollars, but only by taking away health insurance cov-
erage from children or from their parents and other adults who
have no other source of coverage. If coverage gains are the goal, it
is clear that these steps would take us in exactly the wrong direc-
tion.

Real progress, as others on this panel have said, will require
Federal leadership and a commitment of Federal resources. With-
out strong CHIP reauthorization, the movement that we see across
the Nation among States will stall, and in those States that have
the least resources to fall back on it will come to a complete halt,
and children will be the victims.
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In addition to looking at adequate funding for CHIP, further suc-
cess will require some new steps to reduce enrollment and renewal
barriers that keep eligible children from participating, granting
States the option to cover legal immigrant children and pregnant
women.

Funding is also needed for outreach, if there is adequate cov-
erage dollars there to support those outreach efforts. Reauthoriza-
tion also presents a wonderful opportunity to establish new child
health policies——

The CHAIRMAN. I am going to have to ask you to wrap up the
best you can.

Dr. MANN. In closing, Chairman Baucus, we are, I would say, as
the evidence establishes, too close to turn back. Now is the time to
move forward. CHIP reauthorization is the time to make children’s
coverage a national priority.

Thank you.
The CHAIRMAN. Thank you very much.
[The prepared statement of Dr. Mann appears in the appendix.]
The CHAIRMAN. Ms. Smith?

STATEMENT OF ANITA SMITH, CHIEF, BUREAU OF MEDICAL
SUPPORTS, IOWA DEPARTMENT OF HUMAN SERVICES, DES
MOINES, IA

Ms. SMITH. Good morning. I am Anita Smith with the Iowa De-
partment of Human Services. In my role as Chief of the Bureau of
Medical Supports, I am responsible for the administration of Iowa’s
CHIP program and Medicaid eligibility policy. It is a pleasure to
be able to come before you today and share Iowa’s CHIP experience
and some thoughts on reauthorization.

Currently, over 30,000 children are enrolled in Iowa’s CHIP pro-
gram. We believe one of the primary factors why Iowa’s program
has been so successful is that, before we designed our program, we
asked the public what they wanted.

We conducted surveys and held town hall meetings across the
State to find out from the public, medical providers, and advocates
what elements they would like to see in the design of a State Chil-
dren’s Health Insurance Program.

The three messages that consistently rose to the top were: we
want insurance that looks like everyone else’s; we do not want to
have to go to the welfare office to apply; and we would be willing
to pay what we can towards the cost.

Using these principles, Iowa’s program was developed as a com-
bination program, consisting of both a moderate Medicaid expan-
sion and a stand-alone CHIP program called Healthy and Well
Kids in Iowa, or hawk-i.

The hawk-i program was designed to mimic the commercial in-
surance market to the greatest extent possible within the Federal
guidelines. Because of the public’s perception of CHIP and the long-
ingrained association of Medicaid with the stigma of welfare, fami-
lies repeatedly asked to be enrolled in the hawk-i program rather
than Medicaid, despite the fact that the Medicaid program has a
more comprehensive benefit package.
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However, because of the current screen-and-enroll requirements
of CHIP, families are not allowed to choose and are forced into
Medicaid. As a result, some families choose to go without coverage.

With the help of SCHIP and some 178,000 children enrolled in
Medicaid, along with private health insurance, for many years now
Iowa has consistently ranked in the top five States with the lowest
uninsured rates for children, but it is still estimated there are over
40,000 uninsured children under 200 percent of the Federal pov-
erty level not yet enrolled in Iowa.

Iowa took a conservative approach in implementing CHIP and
developed our program within the original intent of the legislation.
As such, we have focused only on covering uninsured children up
to 200 percent of the Federal poverty level. We have not used CHIP
funds to cover parents, childless adults, or other populations.

Even so, this is the third year in a row in which we will out-
spend our annual allotment. In fiscal year 2005, we relied on redis-
tribution dollars. In fiscal year 2006, we had to rely on the supple-
mental appropriation. And in fiscal year 2007, we project that all
available dollars will be exhausted at the end of June.

To date, the redistribution dollars and supplemental funding
have allowed us to maintain our program without making any cuts,
increasing cost sharing, or decreasing benefits.

However, if Iowa’s allotment remains at the current level, we will
not be able to sustain any program growth and, in fact, we will
have to cut approximately 15,700 kids, which is 70 percent, from
our stand-alone hawk-i program.

We believe that the CHIP funding formula is fundamentally
flawed in that it provided windfall funding in the early years, but
5 years into the program State allotments were decreased signifi-
cantly, while at the same time States were getting up to speed and
enrollments were increasing.

The formula penalizes States that are successful in reducing the
number of uninsured children because it factors in only the number
of uninsured children without recognizing the State’s progress in
reducing those numbers.

It does not include a built-in inflation factor for ever-increasing
health care costs, and it unfairly disadvantages States that chose
to take the option to implement a separate CHIP program than
merely expand Medicaid.

Currently, some States are sitting on large amounts of unspent
allotments, while Iowa and other States are facing funding short-
falls with no clear direction of how, or even if, they will be met.

In closing, if Iowa is to sustain the gains we have made and con-
tinue making progress in reducing the number of uninsured chil-
dren, it is essential that we have a predictable and stable funding
stream that will provide sufficient resources to identify, enroll, and
retain all eligible children under 200 percent of the Federal poverty
level in the program, yet have the flexibility to design benefit pack-
ages and delivery systems, and be protected against unfunded
mandates such as PERM that use up resources needed to provide
coverage to children.

I hope the information about Iowa’s experience will be helpful to
you as you go forward in your work to ensure that all children have
the health care coverage they deserve.
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[The prepared statement of Ms. Smith appears in the appendix.]
The CHAIRMAN. Thank you all very much. I am going to limit

myself to 5 minutes, and I would ask other Senators to do the
same.

A basic question, it seems to me, is the degree to which this is
a national program and the degree to which it is a State program,
and it gets to flexibility. I mean, States like flexibility. What State
does not? But it cuts different ways. One wants flexibility to ex-
pand coverage, another wants flexibility to thin the soup, if you
will, and add co-pays and so forth, which makes it more difficult.

I would like a couple, three of you to just get at that core ques-
tion as we move forward here. Certainly a lot of this comes down
to funding, and that is an issue we will have to wrestle with here.
I think more Senators would like, I guess it is about $15 billion to
maintain the current program. That is $15 billion more we have to
find. Then we have to find more dollars to expand.

I will just start with you, Governor. It is a fundamental question
here. To what degree is this a State program, to what degree do
we have national standards? How much flexibility should States
have? Some States want to be flexible, but tend to reduce coverage,
that is, the quality of the coverage. Other States want to expand,
and so forth.

If you could just address that, please, very briefly. Then I am
going to ask a couple of the panelists the same question.

Governor PERDUE. I think the real key issue, Mr. Chairman, is
if the Congress, in being the major partner in this process, wants
to set parameters, I believe we as Governors are delighted to follow
in those parameters and those guidelines.

The fact is, flexibility is important to keep this not as an entitle-
ment program with the gold card in Medicaid for unlimited serv-
ices, but where we can help to guide people. We do not want people
to stay at $26,000 worth of income. We want them to grow into jobs
where they can afford health insurance through their employer or
others.

So, we believe we are helping to train families to be responsible
in the proactive care of their children, as the Bedfords have been,
in doing that. We need the flexibility to guide those programs.
When we had the revenue downfall, we had some orthodontic cov-
erage in our plan and we restricted that. We added a sliding scale
of premiums that we think is important in helping for all of us to
be partners.

We believe families value health care when they have some in-
vestment in there as well, and which they can afford. So, flexibility
is important, but flexibility is not nearly as important as the fund-
ing to continue this program, and that is where we find ourselves
in a crisis.

The CHAIRMAN. We are several States, but we are one country.
People travel, move to different States. I would guess, to some de-
gree, it would be important to have CHIP programs that are some-
what similar rather than a huge, wide variation among CHIP pro-
grams.

Governor PERDUE. I would think that would be helpful.
The CHAIRMAN. Dr. Mann?
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Dr. MANN. I think that is right, Chairman Baucus. There is con-
siderable flexibility in the program. You can see it in the benefit
packages. The Bedford family in Maryland has access to dental
care, which has been very important to them. That is not the case
in all States around the country. There are limitations. The pro-
gram was built on flexibility.

I guess one of the points I would like to focus on is, some have
suggested to eliminate that flexibility by not allowing States to
cover children with incomes above 200 percent of poverty.

That would not only cut off coverage to a large number of chil-
dren in certain States around the country, but it really gets at the
very issue of State flexibility.

It costs more to live in certain States than in others, and States
make determinations as to what the right income level is for cov-
ering children in their program. But I totally agree with the Gov-
ernor, because when you have a block grant you necessarily have
tugs and pulls.

When one State covers dental benefits and one State goes to 205
percent of the poverty line or 230 percent of the poverty line, that
necessarily creates some tension for other States in terms of fund-
ing. I think, because of the priority, if we put adequate funding in
this program, then we can accommodate that flexibility without
hurting families.

The CHAIRMAN. Ms. Allen, your response?
Ms. ALLEN. Yes. Mr. Chairman, I would only add that States

started at very different places in their program because, under
their former Medicaid programs, some had already expanded their
Medicaid programs beyond minimum requirements, whereas others
had not.

So when Congress decided to appropriate money, there were
other issues of equity in terms of, some States wanted to share in
their initial allotment, but they were already covering children up
to 200 percent of poverty.

So then the question became, how could they spend those mon-
ies? Sometimes that is why some decided to opt to cover adults
with that share of money, whereas others were focusing more on
children. So that is where there are other issues of equity and
using the funds as well.

The CHAIRMAN. All right.
Ms. Smith, I will give you a shot at this, too.
Ms. SMITH. In our State, I think flexibility is key. As I indicated

in my remarks, the public and advocates, all they were asking for
is insurance that looked like everyone else’s. They are not asking
for the gold standard. It is important that we have the flexibility
to design programs that meet the need and use the funding in the
most reasonable manner.

The CHAIRMAN. Thank you. My time has expired.
Senator Grassley?
Senator GRASSLEY. Thank you all very much for your testimony.

I appreciate it very much. It will be very helpful. It is very helpful
already to staff who are on top of this stuff more so than members
are.

Let me start with the Governor and ask you the reasons for
Georgia running a shortfall. Then do you believe that States have
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the flexibility and tools that they need to maintain a program with-
in the SCHIP allocation?

Governor PERDUE. Senator Grassley, we have been very aggres-
sive in outreach to children. We thought that was the motive and
the mission of the program, and we went after those uninsured
kids. I believe the fundamental problem in the formula is that,
when we enroll those children, they become ineligible for future
funding allocations.

The allocation is only disclosed to States the first week of Octo-
ber for that year, and we are doing our budget negotiations right
now. I am having to guess what our allocations will be 18 months
out based on what the potential reauthorization is.

This match is fine, but the lack of certainty in the allocation is
a significant challenge to States, and certainly we will continue to
outreach because we think we have more children eligible.

Flexibility is important, but a certain level of funding is even
more important. As a Governor, I am willing to manage our pro-
gram to a block grant if that allocation is known ahead of time.

Senator GRASSLEY. And the main reason for that is because State
fiscal years differ from Federal fiscal years?

Governor PERDUE. That is one of the challenges. We, as many
States, end on June 30 and the Federal fiscal year ends on Sep-
tember 30.

Senator GRASSLEY. Yes.
Then for Ms. Smith, my staff have often referred to the flexibility

that you have just spoken so much about as the Vilsack option, be-
cause he has come here and advocated for that over a long period
of time before he just left the Governor’s office.

So in regard to that, you stated in your testimony that you con-
sistently—and you just repeated it to Senator Baucus about people
wanting to have private insurance as opposed to going to the wel-
fare office.

Could you elaborate on why you think that is the case, and can
you expand on your testimony and describe tools States should
have to address the desire by many to be on SCHIP rather than
Medicaid?

Ms. SMITH. Well, I think, as you know, Iowans are very proud.
There is a stigma associated with Medicaid of being on welfare and
taking a handout. People want insurance that looks like everyone
else’s. They perceive they are treated differently when they go to
the doctor’s office if they have a Medicaid card versus a Blue Cross/
Blue Shield card, for example.

We have had families who have chosen not to enroll in Medicaid
and have their children go without coverage, as opposed to being
on the Medicaid program even though it has more benefits.

What we have suggested in the past is that families be allowed
to choose between Medicaid and the CHIP program. We would not
ask for the enhanced funding for those families. We would ask to
draw down just regular title XIX matching dollars. We have sug-
gested that families be allowed to opt back in to Medicaid at any
point if they would choose to do that.

As I indicated, we have a number of uninsured children in our
State yet to be enrolled, and I think this might go a long way to
getting those people in the program.
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Senator GRASSLEY. Ms. Allen, I’d like to read a quote from a
2004 report that Senator Baucus and I received from your agency:
‘‘We believe that in allowing States to use unspent SCHIP funds
for their own adult populations, HHS is reducing the unspent
SCHIP funds available for future redistribution to States that have
exhausted their allotment for covering uninsured low-income chil-
dren.’’

A simple question: is that still as true today as it was 3 years
ago in 2004?

Ms. ALLEN. Well, Senator Grassley, the SCHIP law allows for
coverage of adults under two provisions. If States can demonstrate
that it is cost-effective to cover families, it is permissible, but they
have to demonstrate the cost-effectiveness test. Second, the Sec-
retary can approve waivers for demonstration projects that are
likely to promote the program’s objectives.

In the report that we wrote in 2004, we had two concerns. One
was that we believed that providing SCHIP funds for childless
adults did not promote program objectives, and the Congress
agreed and, in the Deficit Reduction Act of 2005, ceased funds for
childless adults. The second issue that we raised with you was, we
pointed out that in approving waivers, that at that point in time
we did not see that the Secretary was looking for the cost-effective-
ness test.

In the absence of that, we could not see which was taking pri-
ority, cost-effectiveness or promoting the objectives of the program.
So we think until that policy question is resolved, that tension is
still in the program.

The CHAIRMAN. Thank you, Ms. Allen.
Senator Hatch?
Senator HATCH. Well, thank you, Mr. Chairman. I thank our

committee leaders for their kind remarks about how this bill origi-
nated. I certainly want to thank Senator Rockefeller for the work
that he has done.

I really welcome the Bedford family. I think your testimony has
been very helpful to us. I want you to know, Job, you did a good
job.

Governor, I really appreciated your testimony because you
brought up the southern approach to this that I think is absolutely
crucial to the working of this overall program, so we are really
pleased to have you here. I thought you did a terrific job, and the
rest of you as well.

But let me just ask a few questions. Ms. Allen, let me direct this
to you. According to CMS, five of the shortfall States expanded cov-
erage to adults under the CHIP program. Now 60 percent of Illi-
nois’s CHIP expenditures are for adults, 61 percent of Minnesota’s
CHIP expenditures are for adults, 57 percent in Rhode Island, 75
percent in Wisconsin, and 43 percent in New Jersey.

I want to know what is going on here. When we first created
CHIP, the whole purpose of this was to help children of the work-
ing poor who were the ones left out of Medicaid, left out of the sys-
tem at the time. Now, its purpose was to provide coverage for low-
income children. Now, are there are unique circumstances in these
States that encouraged them to target a large part of their CHIP
fund to adults?
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Ms. ALLEN. Senator, GAO has not had an opportunity to look at
the expenditure level.

Senator HATCH. Would you look at that and get us some informa-
tion on that?

Ms. ALLEN. Yes, sir. We would be happy to do that. We have
looked somewhat at the enrollment numbers, and those numbers
are included in our testimony.

One thing that we are aware of, again, is that many States have
already expanded their eligibility levels under Medicaid to children
at 200 percent, or even higher, so they were already using a lot of
their allotments for children up to certain levels. So when they still
had allotments available, they were then choosing to spend avail-
able funds for parents.

Senator HATCH. But were those allotments not supposed to go
back into the fund so we could help other States that were short?

Ms. ALLEN. Again, the law permits the use of the funds——
Senator HATCH. I understand.
Ms. ALLEN [continuing]. If they pass a cost-effectiveness test or

under waivers. So to the extent that waivers were approved by the
Secretary, that is permissible under the statute. That is the policy
question on the table.

Senator HATCH. So we have to question whether these waivers
have been properly approved.

Ms. ALLEN. Exactly.
Senator HATCH. That is the point I am trying to make.
Ms. ALLEN. Exactly.
Senator HATCH. Yes. Because it would take waivers to do some

of these things that are being done.
Governor, let me just ask you this question. I would like to know

why there is inconsistent data, if you know, on uninsured children.
How can we improve this? And others can answer as well.

How can we improve this data collection, especially since the
State’s CHIP funding allocations were based on the number of low-
income children without health insurance and the number of low-
income children in a State, in addition to the State variation in
health care costs? I would just kind of like to start with you, since
you have highlighted this in your testimony.

Governor PERDUE. Certainly, Senator Hatch. One of the problems
is the lag. The latest data was from 2001 to 2003. In a growing
State like Georgia, as I indicated, our enrollee population has in-
creased 19 percent in 2 years, and it does not keep up.

There is a significant lag in that effort, and that hurts the popu-
lation. The very fact that we are enrolling, have already enrolled,
70,000 more children than the formula says we have eligible, is an
indication that there is a serious flaw in the funding formula.

The other problem is, once we enroll children, they come off of
that 50 percent of uninsured, and it is a disincentive for being suc-
cessful in this program. Georgia aggressively pursued the engage-
ment of families through the Right From the Start Program, and
we have done a great job in that.

We have a 10-year history of data now, Senator. We do not have
to guess any more. We can see where the trends are going. It is
a mature program and statistics will help us determine how these
allocations should be appropriated between the States.
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Senator HATCH. Well, great.
Dr. Mann, let me just ask you this question, and you can all com-

ment on the other, too. In your testimony, you talk about the Bal-
anced Budget Act of 1997—and it would not have happened had we
not had CHIP added to it, in my opinion. It became the glue that
put together the first Balanced Budget Act in over 40 years—per-
mitted States to set their upper income eligibility level at 200 per-
cent of the Federal poverty level, or 50 percentage points above the
State’s Medicaid income eligibility level prior to CHIP. It also had
States establish their own rules in how they would calculate in-
come.

Now, could you just tell us a little bit more about this in detail,
particularly the various income disregards that come into play
when the States themselves determine income factors?

Dr. MANN. Certainly, Senator Hatch. The law was very explicit
about leaving States the flexibility, going back to the issue of the
balance of flexibility, to determine how they would calculate income
and whose income they would count.

Some States, for example, will count a grandparent’s income if
they are in the home. Some States will say, no, we will just look
at the parents’ income. In addition, some States—a minority, about
13 States—look at gross income only. Some States, like Maryland,
will look at expenses to reduce income.

So, for example, in Maryland’s program, for the Bedford family,
they would not just look at the gross income from their self-employ-
ment, but they would look at employment-related expenses. So,
States have the flexibility of doing that. So when you actually look
at States, whether they cover at 200 percent of poverty, or 250, or
150, it does not really tell you what the real net threshold is be-
cause States have different——

Senator HATCH. We put that flexibility in the bill.
Dr. MANN. That is right.
Senator HATCH. But would it be better for us to set the rules a

little stronger?
Dr. MANN. Senator, if you set the rules, it would make the pro-

gram, frankly, much more restrictive in the rule-setting on the
Federal level than the Medicaid program.

Senator HATCH. And that was the problem.
Dr. MANN. The Medicaid program sets a bottom line goal, but al-

lows it to be less restrictive, because you would not just say it is
200 percent, but you would say, what deductions would be allowed,
whose income could be counted. So, it is a very difficult path that
would actually go very much against the grain of flexibility in the
program.

The CHAIRMAN. Senator Hatch’s time has expired, but, Governor,
I see you raising your hand. If you could, very briefly respond.

Governor PERDUE. I would like to respond.
The CHAIRMAN. Very briefly.
Governor PERDUE. Certainly. Flexibility is important, but from a

Governor’s perspective who has to balance a budget, flexibility is
less important than the funding and the certainty of funding for
the number of children that we already have on the program. I
would like to emphasize that. We like flexibility, but we like the
funding more.
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The CHAIRMAN. You want the money.
Governor PERDUE. Yes.
The CHAIRMAN. All right. And more certainty, clearly.
Senator Stabenow?
Senator STABENOW. Thank you, Mr. Chairman.
Welcome to all of our witnesses. I, too, want to welcome the Bed-

fords. You must be very proud of your family and your eldest child.
Job, welcome as well. I am sure, as we are talking about funding
formulas and all these other changes, you represent the perspective
of what we are really all about, which is trying to provide health
care for children and for families. Welcome, Governor, and all of
our witnesses today.

I did want to start by speaking from the perspective of a State,
in Michigan, that has been one of those States that decided before
SCHIP to really work hard to cover children and, because of a lot
of savings through Medicaid and, frankly, just a lot of hard work,
had covered more children before SCHIP than other States.

So when the dollars became available and so on, our State really
looked to cover families and then to ask for a waiver, which 15
States have received waivers, I believe, or at least 15, of which
Michigan was one, to look at adults making $4,300 a year—a
year—who did not have health insurance.

Through the approval of the Federal Government and the admin-
istration, they have been able to stretch their dollars to cover those
very, very low-income individuals. I realize now it is a very legiti-
mate discussion on SCHIP and where we go.

But I think, Mr. Chairman, it was wise in the Deficit Reduction
Act that we grandfathered in States that had worked very hard to
cover individuals so we are not taking away health care from some
individuals to cover other individuals, which I hope will continue
to be our position as we move forward, recognizing all of these chal-
lenges because of the States that took their flexibility and tried to,
I am sure as you do, Governor, stretch every penny to help provide
health care coverage.

I am also—a comment before a question—feeling that we really
have an opportunity, and Mr. Chairman, I appreciate your making
this a priority for the committee, and your vision to look for ways
to cover every child. We really have, I think, an exciting oppor-
tunity. We have all kinds of groups that have come together, from
the Children’s Defense Fund and Families USA, to the U.S. Cham-
ber, and Pfizer, and American Health Plans, people who are coming
forward, saying, we need to get this done.

One of the things that they have suggested is, as we look at the
9 million children now who are not covered, is to use free and re-
duced lunch programs as a marker for ease and efficiency to look
at—and we realize the cost of this, but just from a process stand-
point of how it would work—as children sign up and are eligible
for free and reduced lunch, to then automatically sign them up for
SCHIP.

I guess I would start with Dr. Mann, but Governor, as well, and
anyone on the panel who would like to respond to the framework
of using free and reduced lunch as one way of identifying children
and using that mechanism.
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Dr. MANN. Yes. Thank you, Senator. I would like to respond. The
option that I think people have been talking about is the idea to
create what has been known as ‘‘express lane’’ eligibility.

The idea is that, if we see children in different programs—school
lunch, WIC, food stamps—States should be able to take the infor-
mation they glean from those programs and be able to apply it to
a Medicaid or CHIP determination.

The real issue of ‘‘express lane’’ is to just use the income eligi-
bility determination of those programs and not go through a whole
new calculation in the Medicaid and CHIP program. It would be an
important tool, I think, going forward for States to improve their
enrollment of eligible, but unenrolled, children.

Senator STABENOW. Thank you.
Governor?
Governor PERDUE. I think one challenge, Senator Stabenow,

would be, as I understand it, there is no income verification on the
free and reduced lunch currently. I do not know how we, as States,
would live within those guidelines that you all have prescribed for
that.

The other challenge in Georgia is that we already have people
through the checkout line whom we cannot provide for. It is not a
matter of finding those who are still uninsured. We cannot provide
for those there. We have some very unpalatable decisions facing us
very quickly.

Senator STABENOW. I understand. And I do understand that re-
sources are the number-one issue for covering children who have
been identified.

Mr. Chairman, I think Ms. Smith wanted to respond. Would you
mind?

The CHAIRMAN. Very briefly.
Senator STABENOW. Thank you.
The CHAIRMAN. Yes.
Ms. SMITH. I just wanted to add that in Iowa we have partnered

with our free and reduced meals programs through the schools. We
have put what we call a passive release on the applications. If fam-
ilies specifically say they do want information about the programs,
then we send it to them, but it is still up to them to send it back.

Senator STABENOW. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator, very much.
Senator Roberts?
Senator ROBERTS. Job, I think you ought to run for office.

[Laughter.]
The CHAIRMAN. Job, that is you. That is you.
Senator ROBERTS. Do you want to set up an exploratory com-

mittee? [Laughter.] Well, if you can’t be a quarterback and you
can’t be a point guard and you can’t run the 100-yard dash—and
at my age I can’t either. Of course, this is sort of a roller coaster
business here, so I do not know if you want to do that. But you
did a fine job, young man, and I truly appreciate it. Thank you so
much. Good luck to you.

Let me just say that renewing this program is a top priority for
all of us, and I am looking forward to working with all of my col-
leagues to make this reauthorization a reality, despite all the
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bumps in the road that we have heard of today. The thing is, you
have a set amount of funds that goes for 3 years.

States have flexibility, they take advantage of the flexibility, but
you are supposed to redistribute those funds back to States that do
not have enough for children. Children. Not adults, children. And
I am not trying to quarrel with the States that are doing that with
adults, at least to some degree.

I think you run a great risk in regards to granting waivers hith-
er, thither and yon for States to do with what they want, because
States will do that. So, I worry a little bit about that.

Let me just say that our CHIP/SCHIP and Medicaid programs in
Kansas had a pilot project for something called ‘‘presumptive eligi-
bility’’ for kids—pardon me, young people; I do not like ‘‘kids,’’ I
like ‘‘young people’’—in three different sites, plans to expand the
pilot State-wide.

The project allows each health care provider who cares for a pre-
sumptively eligible child to be reimbursed for medical services pro-
vided at the Medicaid reimbursement rate instead of having to pro-
vide uncompensated care. For the first 6 months, our young people
were enrolled in either Medicaid or SCHIP as a result of this pre-
sumptive eligibility.

This has been a learning experience for our program in Kansas.
The result from the pilot suggests the need for additional training,
obviously, of our health care providers, monitoring, and our pro-
gram improvement, mainly expanding an electronic eligibility tool
before the program can be expanded State-wide.

Ms. Smith, are there similar efforts under way in the great State
of Iowa?

Ms. SMITH. No. We do presumptive eligibility for pregnant
women in Medicaid in Iowa, but we have not implemented any-
thing.

Senator ROBERTS. What do you think, would this be helpful?
Ms. SMITH. Yes, I think it would be. Oftentimes the first time we

know that a child may be eligible is when they are at the provider’s
office.

Senator ROBERTS. Right.
Well, then, we also have an effort in Kansas called a pilot Com-

munity Health Record, CHR. I do not know how to pronounce that
acronym. It was launched last year in conjunction with the Cerner
Corporation that is located in Kansas City to improve the quality,
safety, and cost-effectiveness of care.

It is a web-based, secure—let me emphasize secure—application
that allows the authorized providers online access to more than 12
months of data regarding a person’s office visits, their hospitaliza-
tions, their medication, their immunizations, their screening.

So the clinic can really document the allergies and the screening
information, and work is under way to incorporate the lab results
into the CHR. Our physicians are also able to e-prescribe with this
tool. So you just do not have to show up in the doctor’s office, you
can tell ahead.

Essentially it gives our providers a one-stop point of access for
information on their patients, improving the quality of care for
Kansans. Our feedback has been very positive. It emphasizes the
simplicity and ease of the e-prescribing solution.
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Let me just ask anybody there on the panel, more especially,
Governor, do you have any similar efforts under way in the 16
States that you are representing, or is it 14?

Governor PERDUE. It is 16 States and two territories.
Senator ROBERTS. Sixteen and two territories.
Governor PERDUE. And we do have information taken——
Senator ROBERTS. You are not going to secede again, are you?

[Laughter.]
Governor PERDUE. No, sir.
Senator ROBERTS. All right. Thank you.
Governor PERDUE. Depending on the outcome of SCHIP. [Laugh-

ter.]
Senator ROBERTS. Yes. All right. [Laughter.]
Governor PERDUE. But we are actively pursuing information

technology efficiencies in health care, e-prescribing being one of
them, transparent health records.

We are also doing something in Georgia that we think will help
reconnect the patient and the provider, with the transparency of
cost and value, quality assessments, and cost comparisons that cus-
tomers—in health care, patients—can use to make evaluations on
their own. That is what SCHIP allows, people to make those
choices in those various providers for their care.

Senator ROBERTS. I am going to do my overtime 30 seconds, with
the nod of the Chairman who does not know I am doing this. That
Good Samaritan you talked about stopping by the way of the road,
saying, ‘‘Please help this individual, and then, if that person needs
more money, I can come back,’’ we have a price tag that reaches
as high as $60 billion. Sixty billion dollars to cover all eligible chil-
dren.

We are looking at $12 to $15 billion now. I do not know where
on earth we are going to get the money to do this for this very wor-
thy cause, and I hope that we can do it on a step-by-step basis. But
can you expand on this issue from your perspective of States that
do not cover adults? I am not trying to pick on these people, but
we have one State that covers more adults than they do children.
I mean, is that Good Samaritan going to hand out the money to
the adults as well as the kids—pardon me, young people—or is this
SCHIP program as it is named, or what? What are we talking
about here?

The CHAIRMAN. Very briefly, please, a very brief response.
Senator ROBERTS. I have his attention again.
The CHAIRMAN. I might point out that we have a vote at 11:55.

There are three Senators who have not yet asked questions.
Senator ROBERTS. All right. A 10-word answer, Governor.
The CHAIRMAN. I am trying to budget all the rest of the Senators

in here.
Senator ROBERTS. A 10-word answer.
Governor PERDUE. The name implies that it was a children’s

health program. I believe those children were already aggressively
moved off on Medicaid and would not show up on those uninsured
roles anyway. So, I am not sure how they contribute to the alloca-
tion. The allocation and the certainty are the key issues for Gov-
ernors here.

Senator ROBERTS. All right. Thank you.
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Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Next on my list is Senator Salazar.
Senator SALAZAR. Thank you very much, Chairman Baucus and

Senator Grassley, for holding this hearing.
First, Job, let me just say that you should not form an explor-

atory committee, you should just run. [Laughter.] There would be
lots of us who would be supporting you.

Second of all, I have two questions, one to Dr. Mann and one to
Governor Perdue.

First, to Dr. Mann. As we look at this program and try to figure
out how we reauthorize it and how we improve on it, one of the
programs that I have been familiar with for many years in Colo-
rado is called the Nurse Family Partnership Program. That is a
program now that operates in 22 States. It is what we call a blue-
print program. It has been thoroughly evaluated in terms of its re-
sults.

Very briefly, the results are, when you have this program and it
is implemented, it reduces child abuse and neglect by 48 percent,
reduces child arrests by 59 percent, reduces criminal convictions
long-term by 70 percent, and the list goes on in terms of it being
a very effective program.

Is it your opinion that, as we look at the reauthorization of
CHIP, that that kind of a program is something we ought to look
at relative to how we might be able to improve upon CHIP at this
point?

Dr. MANN. I think programs like that, Senator, are very impor-
tant links and keys to families, to look overall at what is going on
in families. One of the things that I think is important is how to
make sure, when we have visiting nurses programs and similar ef-
forts, that part of their agenda, and that they get funded for it, is
to look at the coverage of children.

One of the things that can be done with presumptive eligibility,
for example, is to allow those visiting nurses and folks going into
people’s homes to not only inquire about health insurance, but ac-
tually to begin the process of signing the child up. So, I think there
are lots of opportunities as we go forward to think about how to
maximize some of the successes of that program and marry it with
the potentials for CHIP to cover more children.

Senator SALAZAR. Thank you, Dr. Mann.
And to you, Governor Perdue, I am going to follow up on a ques-

tion from Senator Baucus and from other members of the com-
mittee. On the one hand, I hear you and others on the panel say-
ing, flexibility, flexibility.

I see what is happening in the States. Some require dental care,
some require co-payments, some require premiums. But this is a
program that we fund significantly, and we are going to be asked
to fund it some more.

So between this flexibility perspective that many of the States
have and the need for some kind of standards, tell us how far we
ought to go in pushing for those standards. It seems to me that a
poor kid who is uninsured in Georgia is no different than a poor
kid who is uninsured in Colorado, Kentucky, Iowa, Montana, or
Washington.
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So if the goal here is to provide health insurance to the unin-
sured poor children of America at some level, why not push with
very rigorous standards in terms of eligibility here as we reauthor-
ize CHIP and forego the flexibility that you and other Governors
have talked about?

Governor PERDUE. Well, if you will recall, Senator, flexibility was
not nearly as important as funding, from our testimony. I think
you would find Governors, in the Southern Governors Association
and National Governors Association, very delighted in working
with Congress on appropriate parameters in this program. I do not
think we are asking for unlimited flexibility to do as we wish.

It is more important about certainty, about the partnership of
funding, and about continuing to meet the needs of States who
have been very aggressive and very successful in implementing the
pure motive and mission of this program, and Georgia is one of
those.

Senator SALAZAR. So your answer would be that you are all right
with standards and parameters for the program, but you want cer-
tainty relative to be able to deal with funding requirements on
down the road?

Governor PERDUE. I think you would find most Governors willing
to accept. As the majority funding partner in this program, I think
you would find most Governors willing to abide by those param-
eters. Certainly some flexibility is good in that, but I do not believe
that flexibility should extend to adults. It is a children’s health pro-
gram. I think you would find Governors very willing to accept that
and work within the confines of the program that Congress pre-
scribes.

Senator SALAZAR. Has the National Governors Association come
up with some recommendations on what those parameters might
be?

Governor PERDUE. We are working with your policy staff now,
and we will be glad to fine-tune those, as urgently as we need the
program.

Senator SALAZAR. All right. I look forward to working with you,
Governor Perdue, and with the NGA and your region.

Thank you very much, Chairman Baucus.
The CHAIRMAN. Thank you, Senator.
Senator Cantwell?
Senator CANTWELL. Thank you, Mr. Chairman. Thank you for

holding this hearing, and for your attention to Washington State
and for traveling out to Washington State last year to look at our
State Children’s Health Insurance Program.

Some of you may know that, in 1994, Washington State became
one of the first States in the Nation to cover children up to 200 per-
cent of the poverty level under Medicaid. But when the SCHIP pro-
gram was implemented in 1997, there was a provision that basi-
cally penalized those States who were already covering children.

I should say not every single State, because a few States got
grandfathered in. Some States like Washington got left out, which
leads us then to the challenges of our State being on a different
system than the rest of the Nation. Obviously, at times of State
economic downturn, this puts our children at a disadvantage to
other States.
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So while I am glad we are having this larger discussion about
adults, we are still at a disadvantage in Washington State with re-
gards to children under 200 percent of the poverty level.

So, Dr. Mann, if you would comment on that. What eventually
will happen to those children in our State, the disparity of treat-
ment between Washington residents, in fact, being penalized for ac-
tually being forerunners to the Federal program?

Dr. MANN. I think that is a very important point, Senator Cant-
well, and one that has been of concern and one that relates very
directly to the discussion we have had this morning about parent
coverage.

The first set of States that got parent waivers included two
States, Minnesota and Rhode Island, that were in similar cir-
cumstances of Washington State. They had expanded their Med-
icaid programs for children.

They were pretty much blocked out of using their CHIP allot-
ments for those children because of the previous good deeds, and
so they said, well, we would like to help some low-income parents
and do some family coverage, and those waivers, pursuant to some
guidance that was issued pursuant to a specific authorization in
the CHIP statute to issue waivers, was granted.

Each State’s waivers are very different circumstances, and many
of them reflect exactly the dilemma that Washington finds itself in.
I understand your State has a pending waiver to do something
similar.

One of the provisions that we have had temporarily in place in
CHIP, but which I think needs to be looked at on a permanent
basis, is to allow States that expanded coverage to children prior
to CHIP being enacted, to be able to draw down some of their allot-
ments for their children above certain income levels.

Senator CANTWELL. Well, we certainly would want to applaud
States for being aggressive in trying to cover children, not penalize
them. I think what people do not realize is, we literally could say
these children are not covered for a year, and then the following
year, then they would be eligible. But basically we would deny
those children, during that year time period, the benefit of a pro-
gram, which does not make sense either, I believe.

So, hopefully, Mr. Chairman, this is something that the com-
mittee can look at, address, and continue to work with the allot-
ments that are basically sitting in an account, unable to be used
because of this particular statute and the way it was written.

So, I thank the Chair.
The CHAIRMAN. Thank you, Senator.
Senator Bunning?
Senator BUNNING. Thank you, Mr. Chairman. Thank you for hav-

ing this hearing.
Ms. Allen, you said in your testimony that, of the 18 States pro-

jected to have a shortfall of SCHIP dollars in one of the last 3 years
of the program’s authorization, that they were more likely to cover
adults, cover children across broader incomes, and have a Medicaid
component to their programs. Could you please expand on this?

Ms. ALLEN. Yes. We tried to look at a number of different charac-
teristics of the shortfall States, and these were three that seemed
to be characteristics more than some others.
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But at the same time, we cannot draw any conclusions about
causality specifically because, as you know, we have other panelists
today from Iowa and Georgia who also have shortfalls, and they do
not cover adults.

Senator BUNNING. I am about to ask them those questions.
Ms. ALLEN. Yes. So there are other reasons at play as well. In

terms of these characteristics, the fact that 80 percent of the short-
fall States, which are 15 of those 18 States, had Medicaid expan-
sions or combination programs, that actually can be seen as both
a good and a bad thing for States.

For example, once those States experience shortfalls, those chil-
dren are still going to be covered if the States are covering them
under their Medicaid programs, whereas, in a stand-alone program
those children will not receive coverage. Once the CHIP allotments
are exhausted, the children will not be covered. So, that is one way
to look at the situation.

Senator BUNNING. All right.
Governor and Ms. Smith, I do not believe either of your States

covers any adults under SCHIP. Some people have said that offer-
ing coverage to parents is an incentive for them to enroll their chil-
dren in the program. Do you find that parents in your States are
reluctant to enroll their kids if they cannot get coverage as well?

Governor PERDUE. Senator, we have not found that to be the
case. Obviously it would be great if we could have the money and
the funds to enroll the parents as well, but we do not have enough
money to fund it for the children right now, and we think that is
a priority of the Children’s Health Insurance Program.

Senator BUNNING. That is the priority that we had when we
passed the program.

Ms. Smith. Anectdotally, what we have heard from families is,
once they are assured that their children have coverage, they feel
that they can then get coverage on their own through their em-
ployer or through a personal plan, or whatever.

But we have heard from families that it is just knowing that
their children are covered and they do not have to worry about
medical expenses, that they are willing to then spend the money
to get insurance for themselves.

Governor PERDUE. I think the Bedford’s testimony is the more
likely case: when you protect the kids, we will care for ourselves.
That is what they have testified to.

Senator BUNNING. I think that is why the program was designed
the way it was designed, I believe, to start with.

Ms. Smith, you said in your testimony that some families who
qualify for Medicaid choose to go without coverage if they cannot
enroll in the Iowa SCHIP program. How does your department
combat this mind-set?

Ms. SMITH. We have done several things. We have changed our
application to highlight the benefits of Medicaid over the CHIP pro-
gram. We point out that they can get more benefits, that they can
get up to 3 months of retroactive coverage.

We also have workers that, if somebody indicates that on an ap-
plication, they actually call them up and try to explain the benefits
of the Medicaid program over the CHIP program.
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Senator BUNNING. Lastly, Governor Perdue, you said in your tes-
timony that Georgia has a strict rule about families paying their
premiums on time. What has the result of this been?

Governor PERDUE. I think it has trained people to be personally
responsible as they move off to other insurance programs. We had
a severe drop-off initially and then we have had very little effect
afterwards by people paying it.

When we instituted a premium policy, people learned very quick-
ly that it was not voluntary. They are complying with a high de-
gree of compliance. We think it is healthy. We think they have
some proactive issues and ‘‘skin in the game’’ that makes this pro-
gram work even better.

Senator BUNNING. In other words, that might be applicable to
other States, too?

Governor PERDUE. It has worked well for Georgia.
Senator BUNNING. Thank you very much, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Just very briefly, Dr. Mann, could you just address a little bit,

I guess, that some Medicaid benefits are better than CHIP benefits,
primarily. Right?

Dr. MANN. In some States, yes.
The CHAIRMAN. In some States. Some or most?
Dr. MANN. In most States they are better, some States they are

the same.
The CHAIRMAN. All right.
Let me see if I understand this. One question. If they are better,

why do States not provide more coverage under Medicaid? Is there
a stigma attached to Medicaid? What is going on here? I do not
quite understand.

Dr. MANN. Well, Medicaid is the much broader program, much
larger program. States do provide coverage to children under Med-
icaid. Twenty-eight million kids—young people—are covered under
Medicaid compared to 6 million under the State Children’s Health
Insurance Program.

So, that really is the bedrock of our public coverage system for
children. I think the issue of stigma has really been one that most
States have addressed over the years.

I think it was a much bigger issue in 1997 when we were start-
ing the State Health Insurance Program because we had Medicaid
kind of locked into the old ages of how people applied. It was at-
tached to the welfare office and it was a 28-page application, and
it had a lot of extra forms and verification. But most States moved
away from that.

You have States like many represented by Senators on this
panel, States like Massachusetts, Maine, Kansas, where they have
a Medicaid program—Washington State also—and a separate
CHIP program, but they are hand in hand and you really cannot
tell, as a family outside or as a provider, which is which.

There is nothing really in Federal law that would prevent the
State from carrying over some of the family-friendly aspects that
they saw as so important in SCHIP to the Medicaid program. Many
States have done that. Not all States have done it fully, but part
of it is a funding question.
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I think in the next period of time, one of the things we should
think about in CHIP reauthorization is ensuring how we can make
sure that those barriers are gone in both programs, because they
need not be there for any family.

The CHAIRMAN. This hearing, to me, begs another deeper ques-
tion, and that is about the lack of sufficient health insurance cov-
erage generally in this country. Some suggest we get at it by ex-
panding CHIP, which probably is practically about the only option
available in the short term today.

My time has expired here. Any thoughts you have, just generally,
about whether this is a good way to expand coverage, that is, try
to expand CHIP?

Dr. MANN. It has clearly been a wonderful way to expand cov-
erage to children. We have had a very strong track record. There
are few programs where we can look back and say, in a very bipar-
tisan way with very strong public support, that it has worked.

It has done what we asked it to do with Medicaid as its partner
in terms of covering children. It is not the panacea for the Nation,
but it has worked. It has worked for some parents.

The CHAIRMAN. Right.
Dr. MANN. I want to point out, Senator, if I can, that the discus-

sion about adults needs to be put in perspective. There are about
631,000 adults covered in this program, pregnant women and some
parents.

The CHAIRMAN. Right.
Dr. MANN. Compared to an overall number of 6 million. The pro-

gram is primarily about kids. It has a good track record, and I
think it does provide a great vehicle for moving forward.

The CHAIRMAN. Great. This is not fair to you, Job, but you get
a chance to give the last word here, what you think about all of
this. What is your impression of all this hearing? I am just curious.
You have talked to your parents about all this, and you have gone
through a lot with your parents, and you made a great statement
about the problems with asthma and how much this program has
helped you. But has anybody said anything here that kind of
makes sense?

Mr. Job BEDFORD. What the Governor said about being a Good
Samaritan. He said we should care about others. We should bring
them to the hospital and pay a little extra, just help them out. I
think that is what CHIP is trying to do, and I think we should
fund it a little bit more to help it out.

The CHAIRMAN. Nobody could say it better. Thank you very
much.

[Applause.]
The CHAIRMAN. I thank the panelists. Thank you.
Governor PERDUE. One last comment, Mr. Chairman. Time is of

the essence.
The CHAIRMAN. It is. We know. Thank you. Thank you.
[Whereupon, at 11:57 a.m., the hearing was concluded.]
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