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ulation of insurance markets, in-
vestments in health information
technology, medical malpractice
reform, and expansion of health
savings accounts (tax-preferred
accounts that can be used to pay
for medical expenses in conjunc-
tion with high-deductible health
insurance).

These Republican plans are
also noteworthy for what they do
not do: propose the establishment
of any major new federal insur-
ance programs or the adoption
of any new employer or individu-
al mandates. The focus is on de-
centralized, market-oriented re-
forms rather than on achieving
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universal coverage. Without more
details, it is difficult to assess the
plans’ potential impact, but their
incremental measures are unlikely
to substantially increase health
insurance coverage or effectively
control costs.

The 2008 presidential election
will not resolve the debate over
health care reform, but the re-
sults will go a long way toward
determining the future of U.S.
health policy. It would be a mis-
take, however, to read the candi-
dates’ plans too literally. A plan
offered during the primaries usu-
ally looks different in key respects
from the plan that a newly elect-

ed president takes to Congress,
to say nothing of any legislation
that Congress actually passes.
Still, it is clear that there is a
wide partisan gap on health care
reform that reflects ideological
divisions over the roles that gov-
ernment and market forces should
play in the health care system.
And the further U.S. health policy
moves from incrementalism, the
more that partisan divide is likely
to be exposed.

Dr. Oberlander is an associate professor of
social medicine and of health policy and ad-
ministration at the University of North Car-
olina, Chapel Hill.
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To appreciate the power of
the U.S. presidency — even

when its current occupant’s ap-
proval rating is only 31% — one
need look no further than the
political brawl over the State
Children’s Health Insurance Pro-
gram (SCHIP). On October 3,
2007, President George W. Bush
vetoed legislation that would
have reauthorized SCHIP for 5
years, asserting that it was too
expensive and would lead down
a path to socialized medicine.
On October 18, despite pleas by
Democrats and some senior Re-
publican legislators, the House
failed to garner the necessary
two-thirds vote to override Bush’s
veto; the vote count was 273 to
156. In addition to many legisla-
tors, a large majority of the pub-
lic, major private stakeholders, and
43 governors strongly support ex-

N ENGL ) MED 357;21

pansion of the program. By con-
trast, in an effort to appeal to
the conservative base of their
party, the leading Republican
presidential candidates agreed
with Bush’s veto — despite the
fact that the program, though
signed into law by a Democratic
president, originated in a bipar-
tisan compromise and was en-
acted by a Republican-controlled
Congress.

A few months ago, reauthori-
zation of SCHIP seemed like a
routine matter. Then Bush de-
cided to single it out as a target
of the administration’s newfound
fiscal discipline. The program
was created in 1997 to provide
coverage to “targeted low-income
children” who are uninsured
and not eligible for Medicaid —
typically, families with incomes
up to 200% of the federal pov-
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erty level, or about $41,300 for a
family of four in 2007. As the
cost of private insurance has in-
creased and the number of em-
ployers offering it has decreased,
the ranks of the uninsured have
grown — by 2.2 million in 2006,
including 710,000 children, half
of them with a family income
between 200 and 399% of the
poverty level (see bar graph)t —
and government has tried to fill
the gap. While 24 states still use
SCHIP to cover children with
family incomes up to 200% of
the poverty level and 8 states set
their income thresholds below
200%, the other 18 states have
extended their thresholds above
200% — 16 of them to 250% or
above. Through waivers ap-
proved by the Bush administra-
tion, 5 states cover pregnant
women under SCHIP, 11 cover
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parents of enrolled children, and
14 cover other adults. Yet 90% of
children enrolled in SCHIP in
2005 still had family incomes at
or below 200% of the poverty
level (see pie charts).

In his veto message, Bush
said, “This bill would shift
SCHIP away from its original
purpose and turn it into a pro-
gram that would cover children
from some families of four earn-
ing almost $83,000 a year. In
addition . . . government cover-
age would displace private health
insurance for many children. . . .
The bill also does not fully fund
all of its new spending, obscur-
ing the true cost of the bill’s ex-
pansion of SCHIP, and it raises
taxes on working Americans.”
Tellingly, 2 weeks earlier, Bush
had described “a philosophical
divide . . . over the best ap-
proach for health care,” noting
that “Democratic leaders in Con-
gress want to put more power in
the hands of government by ex-
panding federal health care pro-
grams. Their SCHIP is an incre-

N ENGLJ MED 357;21

mental step toward the goal of
government-run health care for
every American.” He contrasted
this alleged aim with his pro-
posal for creating tax incentives
that encourage Americans to
purchase private insurance.?
The measure that Bush vetoed
was a compromise based largely
on legislation drafted by four sen-
ior members of the Senate Finance
Committee: Democrats Max Bau-
cus of Montana (chairman) and
Jay Rockefeller of West Virginia
and Republicans Chuck Grassley
of Iowa (ranking minority mem-
ber) and Orrin Hatch of Utah.
Senate Majority Leader Harry Reid
(D-NV) persuaded House Speaker
Nancy Pelosi (D-CA) that her party
caucus should acquiesce to the less
expansive Senate version because it
had passed by a veto-proof major-
ity. What incensed senators about
Bush’s veto was the administra-
tion’s failure to work toward a
compromise that would reautho-
rize SCHIP but combine it with
some form of Bush’s tax credit —
an idea promoted largely by Grass-
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ley. When the senators cobbled
together a bipartisan compromise,
the administration offered no real-
istic alternative, instead attacking
the proposal with ideological ar-
guments and dubious interpre-
tations. In mid-August, the ad-
ministration further antagonized
some legislators and many gov-
ernors when the Centers for Medi-
care and Medicaid Services (CMS)
released a directive placing new
restrictions on states that wanted
to continue covering children with
family incomes above 250% of the
poverty level. The directive was is-
sued late on a Friday (August 17,
2007) without any warning to ei-
ther Congress, which was in re-
cess, or governors.>* On Septem-
ber 10, a group of 44 senators
wrote a letter to Bush asserting
that the directive represented “a
dramatic change in administration
policy” and urging him to with-
draw it, which he declined to do.

In the weeks leading up to
Bush’s veto, the administration
asserted repeatedly that the com-
promise would expand SCHIP
eligibility limits to 400% of the
poverty level — an interpreta-
tion that the bill’s sponsors in-
sist is incorrect. The senators say
the measure would have reined
in SCHIP by phasing out eligi-
bility for childless adults and by
prohibiting any new states from
covering parents of enrolled chil-
dren. It authorized SCHIP expen-
ditures of $60 billion over the
next 5 years — more than dou-
ble the $25 billion appropriated
in the past 5 years but well short
of the spending level sought by
the House ($75 billion). The ad-
ministration’s 2008 budget pro-
posed an appropriation of only
$30 billion over 5 years. The com-
promise also stripped out many
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contentious House provisions that
would have affected Medicare.
On September 25, the House ap-
proved the compromise bill, 265
to 159. Two days later, the Sen-
ate approved the measure 67 to
29 and sent it to Bush.

Of Republican legislators who
decried the president’s veto, none
was more infuriated than Grass-
ley, a five-term senator with a
strong conservative voting rec-
ord. Anticipating the veto, Grass-
ley asserted in an impassioned
speech on the Senate floor on
September 26 that Bush’s inter-
pretation of the measure was
simply incorrect. Grassley said,
“Screaming ‘socialized medi-
cine’ during a health care debate
is like shouting ‘fire’ in a crowd-
ed theater. It is intended to
cause hysteria that diverts peo-
ple from reading the bill, look-
ing at the facts.” Grassley re-
minded Bush of a speech he had
delivered to the Republican Na-
tional Convention in 2004 com-
mitting to an expansion of cov-
erage for children. (“In a new
term, we will lead an aggressive
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effort to enroll millions of poor
children who are eligible but not
signed up for the government’s
health insurance programs.”)
Grassley noted that the mea-
sure would be financed through
a new revenue source, not added
to the federal budget as an un-
funded liability. However, the ad-
ministration opposed the source
— increasing the per-pack tax
on cigarettes by 61 cents to $1.00.
The compromise would have re-
quired states to prepare a plan
to prevent families from enroll-
ing children in SCHIP if private
insurance was available to them.
The administration was particu-
larly concerned that an expan-
sion of SCHIP would “crowd out”
private insurance coverage and
be more costly to the federal trea-
sury. But Grassley concluded that
“The compromise bill discourag-
es states from covering higher-
income kids by reducing the fed-
eral matching rate for states that
wish to expand eligibility over
300% of federal poverty limits.
It rewards states that cover more
low-income kids by providing
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targeted incentives. . . . So there
is a very clear message to
states . . . don’t spend money
on higher-income kids unless you
can prove that your state is cov-
ering your lower-income kids first.
It is all there in black and white.”

Given the heated rhetoric of
the past several months, it may be
difficult for Congress to return
quickly to the task of reautho-
rizing SCHIP for the full 5 years.
Barring a new compromise, the
program would probably continue
at its current funding level thanks
to stopgap measures that would
be enacted as necessary, which
could leave many states short of
the funds needed to maintain
their current enrollments. Many
House Republicans discount the
possibility that, by upholding
Bush’s veto, they may have weak-
ened their party’s election pros-
pects in 2008.

Democrats, who command a
Congress with a public approval
rating that, at 22%, is even lower
than the president’s, are divided
over which path to take. Some
are inclined to continue working
toward a compromise that Bush
would accept and to put SCHIP
reauthorization behind them. Giv-
en her belief that SCHIP should
be substantially expanded, the
current frontrunner in the Dem-
ocratic presidential race — Sen-
ator Hillary Clinton of New York
— may prefer to fight out this
issue during the coming cam-
paign. On January 20, 2007, sur-
rounded by children in a New
York health center, Clinton si-
multaneously announced her can-
didacy for president and proposed
extending the SCHIP threshold to
four times the federal poverty lev-
el. On September 7, the admin-
istration announced that it had
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rejected New York’s request to
expand its SCHIP to cover 70,000
more children — the first appli-
cation of the August 17 CMS di-
rective calling for more restrictive
enrollment policies.

How prominently SCHIP and
the health care needs of unin-
sured children will figure in elec-
tion-year debates is anybody’s
guess, but one thing is certain:
However the SCHIP saga ends, it
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will not lay to rest the larger is-
sue of what level of public sup-
port uninsured people deserve as
our employer-based insurance sys-
tem continues to erode.

Mr. Iglehart is a national correspondent for
the Journal.

This article (10.1056/NEJMp0706881) was pub-
lished at www.nejm.org on October 18, 2007.
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