May 22, 2007

The Honorable Max Baucus The Honorable Charles Grassley
U.S. Senate U.S. Senate
Washington, DC 20510 Washington, DC 20510

Dear Senators:

Reauthorizing the State Children’s Health Insurance Program (SCHIP) is one of the most
important tasks before Congress this year. SCHIP has significantly expanded children’s
health insurance coverage and thus improved the health care that low-income children
receive. Reauthorization offers us the opportunity to strengthen and build on the success
of this important health insurance coverage program.

The Senate and House Budget Resolutions provide the opportunity for $50 billion in new
federal funds over the next five years so that health insurance can be provided to many of
the 8-9 million uninsured children in the U.S. — especially those who are eligible for, but
not currently participating in, public health programs for low-income children. This
increased spending on children’s health insurance is a very sound investment in our
nation’s future.

Since the new “pay-as-you-go” rules require that additional expenditures be offset by
commensurate savings through other program cost reductions and/or new revenues, we
urge you to consider adding revenues through an enhanced tobacco tax as a key offset.
We urge you to consider adding at least $.61 to the federal tobacco tax, which would
result in a per-pack cigarette tax of $1.00 and a corresponding increase in all other
tobacco products’ excise taxes.

The public health benefits resulting from higher tobacco costs are well documented.
Studies show that every 10 percent increase in the price of cigarettes reduces youth
smoking by seven percent and overall cigarette consumption by four percent. Increasing
the tobacco tax will also generate hundreds of millions of dollars in health care savings
because fewer smokers means fewer people with strokes, heart attacks, cancer, and other
smoking-related health conditions.

By discouraging smoking through an increase in the tobacco tax and using the resulting
revenues to improve enrollment in children’s health insurance programs, we are creating
a win-win proposition in support of our children’s health. It will also result in long-term
savings as children become healthier and more productive members of society.

Sincerely,
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