
, 06/H1l/96 16: 22 CBPP -+ 4567431 NO.315 P001/021 

it, 
, I 

FAX IHESSAGE COVER SHEET 
, :: 

i' 

CENTER ON BUDGET AND POLICY PRIORITIES i'
'I 

Telephone: ,20U408·1080 
::777 North Capitol Street, NE, Suite 70.5 

Wasrungton, DC 20002 I: 
" 

Fax: 2011408-1056 

I' 

, 

I 

If there are any problems with the transmis~~on of this document, 
'\_" please caJl202/408.108~: 

I, 
!. 
\ 
I: Date: 

TO: 

FAX NUMBER: 

FROM: 


NUMBER OF r>AGES: 


'Chvi~ ~e~:~i~llS 
-4 5 ~ - -=1-<f.i~ I '-' 
Llu Hu..t\ )1 

2.1 I 
, 
I 

I: 

(including cover) 

Couunents: 

\' 

I" r
I,, 

j 
1 
Ii 



1216/1121/96 16:22 CBPP ~ 4567431 NO.315 PI2I12I2/12121 

" 

FROM: . Bob Greenstein, Richard Kogan 
DATE:" June 10, 1996 I: 

I' 
i 

The Medicaid "Umbrella ~:yments" 

-'Attached is an analysis of the "umbrella mechFsm" in the MediCaid . 
Restructwing Act, which is supposed to.protect stat~ against unanticipated inaeases 
in caseload. The bill is scheduled to be marked up in! House Commerce this Thursday 
and Senate Finance next week. 

The analysis shows that the umbrella in the Rr.wublican bill is not at all what the 
governors call~d,..for in February. Under the bill, dol~:ars would follow people only to a 
very limited degree. The problems the governors so~ght to address when they 
designed the umbrella concept would remain largel~:unaddressed under the bill. 

The umbrella mechanism would be seriously ~efective in two major ways. To 
begin with, the umbrella payments would cover onlY, the first-year cost of 
unanticipated caseload increases. But most caseloadincreases will be long-lasting. For 
example, if caseload grew 1 percent faster than expe~~ed for six years, then by the sixth 
year a state would need six percent more money. Ye~ it would only receive one percent 
more money ... a small fraction of what it would need. [:For thisteasons, recession 
protection is incomplete, since recessions increase caseload for a number of years. 
Likewise, the phase-in of children age 13 through 18 ]wOuld be covered only in small 
part; states will have an incentive to reject coverage of these poor children. 

I· 
f: 

Second, access to umbrella payments would b¢ inequitable, with some states 
getting umbrella payments to cover caseload increases that are already expected to 
occur, but others getting umbrella payments only if caseload exceeds current 
expectation by significant amounts. ~I 

I 

. , 

I; 
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"Umbrella Payments" Under The 
~edicald Restructuring A+t of' 1996, 

, ' I' 

o by Richard Koganj' . 
•" ,1 

, ' " ,II 

The new ~publican Medicaid proposal, the ~edicaid Restrucnu.:ing Act of 1996, 
would repra~e the current Medicaid progra.m:v6thfe~eral block grant payments to 

---states. States also could receive I'umbrella paymentsii ·to protect them from ' 
, "unanticipated program costs resulting from econom,~c fluctua.tions, in the business 
cycle, changing demographics, and naturaldisasterst '. , 

, " ,,'" 1:, . 
, The idea behind "umbrella payments/' as con~eived by 'the governors last 

winter, is that ifa state's Medicaidcaselo,ad exceede~:expe~atio~ for arty reason, 
umbrella payments would cover the fede#al governInent's share of the extra Medicaid 
costs. When the National Governors AsSociation.ap~roved a Medicaid outline that 
inc~uded'an urn,brella payment mechanis~ in FebruairyI governors, said it would assure 
that "f~der.ldOllarS wouldfollowbenetidaries.· .. 1i. ... . 

The Medicaid Restructuring Act, however, f~ far short of this goal. The 
umbrella mechanism in the bill is not what the gove~ors recommended in February. 
Under the bill's umbrella prOvisions, state access to tfte,umbrelia fund jVould be largely' 
unrelated to greater-than-:-expected caseloads. As a result, the distribution of umbrella 
paymentsaD1.ong states would be highlyinequitable);and many s~ates would be denied 
uptbrella payments in all b~t the most ~treme cases.!!, 0 

, , ,;, o ,'!! ' ' 
In addition, the uinbrellapayments would co~er onlythefirst-year cost of ex~a 

caseload, not the continuing cost ~years'after'that. 'As a result, even ,states that di4 
'have access to umbrella payments wouldgerierally ~~ indemnified for, only a small 
fraction of the cost of serving a greater-than-expecteqi caseload. States would be left 
'holding the bag for most, of the costs that wou1d-resu~t if their, Meqicaid caseloads 0 

climbed, which is precisely the result the gove~rs spught to avoid. 
II
11 
It 

11 

, "Ii 
., II 

11 , , ,I 0 

\ The quote comes from the bill's Statement of Goals, Section 2002(b)(4). 
, • , , ,;' " ,0 I: 
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'I 

I. Access to Umbrella Payments Largely Unre~ated' to Extra Caseload 
,', . .. 	 I 


L 

The bill's proponents describe its umbrella payment mechanism as protecting 

states against unanticipated caseload growth. Such qescriptions, however, are not 
accurate. One key reason that the bill's umbrella meChanism does not provide such 
protection is that access to the umbrella fund would ~e largely unrelated to whether a 
state's caseload rose beyond projected levels. Instea4" those states whose average 
Medicaid co~ts per beneficiary are currently high wOFd have easy access to the 
umbrella fund, while states that now have low average costs per beneficiary woul~ 
have little or no access to the fund. ..I; 

'I 

.In theoqrljWa state would receive umbrella pa~ents to, cover the federal costs of 
extra caseload: Extra caseload is defined in the bill ~$ reflecting the degree to which a 
state's actual caseload exceeds its'anticipated ca~loa~ for a given fiscal year. That 
sounds like how an umbrella mechanism ought to w'Ork.' " 

I' 

But there is a catch. The legislation has a veri peculiar definition of "anticipated 
caseload." A state's "anticipated caseload" for a yeM is defined as (1) its actual . 
caseload in the prior year, increased by (2) the growth rate between the prior year and. 
the current year in the amount of federal block-grant funds the state receives, adjusted 
for inflation. This means the rate of growth in each $tate's federal block-grant funding 
level is the pivotal factor that determines whether the state has access to umbrella 
payments. ' 

For example, under the legislation, Georgia'siblock grant funding would grow 
five percent between 2001 and 2002. U inflation in 2002 is three percent, as the 
Congressional Budget Office forecasts, the adjusted growth rate, for Georgia/s block 
grant funding level is two percent. To determine whether Georgia would qualify for 
umbrella payments, Georgia's actual caseload level :in 2001 wOl;lld be increased by two 
percent, since that is Georgia's adjusted block-gran(growth rate. This yields an 
"anticipated H case]oad for the state in 2002 ,that equ~1s its caseload in 2001 plus two 
percent. IfGeorgia's actual caseload in 2002 proved,greater than this "anticipated 'l 

caseload, Georgia would receive an amount from the federal government as an 
umbrella payment for each extra beneficiary. I' 

This formula for detennining whether a stat~ can receive umbrella fund's 
produces strange effects. Under the bill, the block-grant funding levels for states that 
now have high average Medicaid costs per benefici~ry would generally grow slowly 
from year to year. By contrast" the block grant funging levels for states with below-, 
average Medicaid costs per beneficiary would grow at a faster rate. This feature of the 
bill is designed to narrow modestly the cost differettces between high-cost and low-cost 
states. This feature may also reflect recognition of the fact that some low-cost states . 
have already instituted certain efficiencies to contr41 Medicaid cost growth that some 

2 
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high-cost states have yet to implement on a large scal~. Thesehigh-cost states thus can 
reap fuhue savings to slow the rate at which their M~dicaid cQsts grow, while low-cost 
states that already have these savings in their l'base" 9.0 not have, similar opportunities 
to slow the rate at which their Medicaid costs climb. !;

); , 

,. '. ' 
( 

Varying block grant growth rates in this mann~r, so that 10wooCost states are 
allowed to grow somewhat faster than high-cost states, seems reasonable enough. But 
the umbrella meChanism would undercut this feature:of the bill and also render the 
distribution of umbrella funds among states highly inequitable. Under the bill's 
umbrella mechanisml states whose block-grant fundmg levels would grow slowly from 
year to year - that iSI the high-cost states - would h;~ve ready access to the umbrella 
fund even if ~elr caseloads grew very little. ' At the ,.me timel states whose block·' 
grant funding levels would grow more rapidly -' i.e.~ states with low costs per 

.. ___ .:._______ benefi~!~-_:=_ would have little ability to get wn~rell~ payrrlents unless their caseloads _ 
grew unusually swiftly. Here is why this would ocC1.1-1" .,' . 

-Suppose the block-grant funding level fgr a state with low ,average costs 
per beneficiary is scheduled to rise seveJil. percent per year. If inflation 
remains at three percent per year as CB¢> forecastsl the state's adjusted 
block grant growth rate would be four percent. The state would get 
umbrella payments only if - and only to the extent that -'its caseload 
rose more than four percent per year. ii 

, , I 

" I' 

Low-cost states such as California. Tex~t Florida, and Virginia would be 
in this situation. According to Urban ~titute forecasts.. Medicaid 
caseload is projected to grow noticeabl~'more slowly thl;\n that in each of 
these states.2 For these states and otherS: in the same pOSition, caseloads 
would have to grow considerably fasteIi'than projected before the states 
could receive a, dollar in umbrella pa~nts. 

I, 
• By contrast.. the block grant funding lev~l for some high-cost states would, 

. after the first few years, increase less than three percent per year. If the 
inflation rate is three percent as forecas~~ the adjusted block-grant growth 
rate for these states would be zero (sinc~:the rate of inflation wo"tld exceed 
the rate of growth in the block-grant ~ding level for these states),3 As a 
result, these states would get umbrella payments for any increase in 

;, 
.' 

2. Forecast deVeloped by DaVid Liska and John Holahan of the prban Institute. 
I 

I' 
, 'The adjusted growth rate - the block-grant growth rate adjufted for inflation, which serves as the 
"umbrella threshold" - is not allowed to be smaller than zero. For high"COst states whose blOck-grant 
funding level grows more slowly than in.O.ation, the umbrella ~old is zero by definition..For these 
states, the "anticipated caseload" for any year simply equals the ~tate's actual caseload in the prior year. 

I: 

" 
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caseload. States such as Massachusetts,:Connecticut, New York, and New 
Jersey would be in this situation by 1998. 

, 	 " I, 

i, 
I; 

In summary, some states would receiveumbre,lla payments for caseload growth 
that is already projected to occur, while other states w,ould not receive umbrella 
payments even if caseload growth noticeably exceed~d current projections.4 This is 
inconsistent with the principles the governors adopte~ in February .. 

i: ' 

II. 	 The Umbrella Covers Only the First-Year C~sts af Unanticipated Caselaad 
i 
I· 

Even if~ problem just described did not e~~ - and states received umbrella 
payments whenever their caseloads grow faster than$Ome objective forecast of 

_____ . , __	at\tidp-at~d case)oad growth - states stUlwould not. receive umbrella payments 
sufficient to cover the costs of higher-than-antidpateq. caseloads. This is because the 
umbrella mechanism in the bill contains a second fu.ridamental flaw - the umbrella 
payments would cover the cost of extra caseload onlyiin the first year. Yet extra caseload 
usually lasts for a number of years, if not permanently. 

. 	 I . . 	 I . 
This flaw stems from the fact that the amount 9£ umbrella payme~ts a state will 

receive depends on the state's annual caseloadgrowth rate, rather than on its actual 
caseload level. A simple example illustrates the point:; 	 . 

. 	 '. ;i'
• 	 'Suppose a recession sets in during 1997;1 A state's Medicaidcaseload 

might consequently be four percent higher than would otherwise be the 
case in 1997, in 1998, and in 1999 (ifnotJonger). Medicaid participation 
resp0f!.ds to changes in the unemployment rate, and re.=essions generally 
cause higher unemployment for a num~r of years after the economy . 
stops contracting. i 

I,. 
I. 

" 

I, ' 

• Extra caseload, and the attendant umbrella payments, would be c:alculated separately for each of eight 
groups of Medicaid beneficiaries: pregnant women, children, dis.1bled persons, disabled-but-working 
persons, the elderly, two different sets of "qualified ~e~es" (QMBs), and everyone else 
(basi(ally AFDC adults). Dividing beneficiaries among groups geates data integrity problems but has two 
policy advantages. mt, by making separate calculations for eac;h group, umbrella payments c::an be 

. 	pegged at appropriate levels - a state will receive higher umbre.Ua payments on behalf of extra disabled . 
beneficiaries (who tend to be quite expensive) than on behalI of extra child beneficiaries (who tend to be 
inexpensive). Second, because extra caseload in one group o~ caseload shortfalls in another group, the . 
umbrella mechanism responds to unanticipated changes in case i!J.ir as well as in total caseload (although 
net umbrella payments cannot be negative). Unfortunately, for ~ reasons described in this paper, the 
umbrella fund responds inequitably and inadequately to unanticipated caseloacl growth. , 

I 
I 

4 

I, 
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" I 

. . 	 I . .' 

• 	 In 1997~ the state's caseload growth rat~;would be higher than anticipated. 
Consequently, umbrella payments wou~d cover the federal share of the 
extra Medicaid costs. i: . . 

Ii 
• 	 But look ahead to"1998. ·The state'scaseload level in 1998 would be four 

" 	 . 
percent above caseload projections for that year because of the long-
lasting effect of the recession. But the state's case load growth rate from 
1997 to 1998 would not be higher than ~ticipated. The extra growth . 
w0l:lld have occurred in 1997; in 1998, ~e caseloadlevel would reflect the 
higher-than-anticipated level it reached)he previous year, but the 
caseload would not still be growing at ~ faster-than-antidpated rate.. 
~e;;:ause the caseload growth rate woul9- not be higher than anticipated in 
1998, however, the state would get no tiInbrella payments in 1998. The 

.___~______.____.._umb~~lla.paY!I1.ent the state reeeiV:t:!d in;~997 would end after 1997, even 
. through the extra case10ad added in 1997 would still be present. The 

. 	 ". 
same phenomenonwould recur in 1991: 
In short, the umbrella payments cover ~n1y the first year of extra caseload 

. in a state even if the extra caseload las~l for many years. . . 
, 

A second example illustrates the extent to whiip,. umbrella payments could fall 
short of need. The table on the next page shows wh~~ would happen if the caseload in 
a particular state started at 100,000 and grew faster tt:\an expected by orie percentage 
point per year for each of the six years from 1997 thr9,ugh2002..In this example, the . 
state's adjusted block-grant funding rate - which serves as the state's threshold for 
receiving umbrella funding - grows two percent per year (see line A in the table), but 
the state's actual caseload level grows three percent ~er year (as shown in line 8).5 

Ii 
By 2002, the state's actual caseload would be ~~800 higher than what the block 

grant and the umbrella fund would cover (see line C) .. The umbrella payments 
however, would not cover 6,800 extra beneficiaries m2002; these payments would 
c()ver only 1,200 additional beneficiaries (see line E).!! . . ' 

The um~rella payments thus would be insuffi¢ient. They would cover only a . 
fraction of the amount by which the state's actual ca~load exceeded the caseload level 
assumed in the state's block grant. Put differently, ~tra caseload that lasts more than 
one year does not trigger umbrella funding for a stat~ for any year after the first year. 
In still other words, if extra caseload is pennanent, it!;will have a cumulative effect, with 

F 

;; 

S In this case,.we are assuming that two percent per year is in ~act a reasonable, objective forecast of 
expected caseload growth, and that the actual growth rate of thn¥e percent per year represents one percent 
per year of unanticipated caseload growth. 
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The Umbrella Does Not Provide F.ull Protection 
(Hypothetical example: caseload in thousands). 

---_ ..-

Caschlad 

A) Case load growth assumed 
in the state's block grant 
funding level (2% per year 

,_ in this example) 

8) Actual Caseload 
growth of 3% per year

,:-1IJ 
C)CaseIoad for which , 

_' um~~.ll.a,.funding is 
needed (B minus A) , 

D) Caseload level above 
which umbrella payments 

lU6 

'100.0 

100.0 

, , ' , 

ii' 

1ill: 1m II Hn zrutQ 


:1 

102.0 104.0 106.1 108.2 

103.0 106.1 '109.3 112.6 

t~ 

1.0 2.0 ji 3.2 4.3I: 
,j 

1~ I, 
102.0 10S.1 " 108.2' 111.5 

1.0 1.0 1.1 1.1 

zmn 

110.4 

115.9 

112.6 

119.3 

5.5 6.8 

114.8 

1.1 

118.2 

1.2 

actually are provided (prior 
year's actual caseload + 2%) 

E) Actual Umbrella payments 
(Bminus-D) 

-Figures may not add due to rounding. 

I: 
I' 

each year's extra caseload added to the prior years' e~rra caseload. But the umbrella 
mechanism does not cover that cumulative effect. Ii 

i: 

This flaw in the design of the umbrella fund has significant policy implications. 
To cite one, it would make the option of.phasingin ~~icaid coverage for poor 
children aged 13 through 18 unattractive to states. U~der current law, states are 
required to raise the age at which poor children are e~gible for Medicaid one year at a 
time, until by 2002 all poor children through age 18 ate eligible. The Medicaid ' 
Restructuring Act repeals this requirement, perinitting states to choose whether to 

, make such children eligible. If it had been designed properly. states could use'the 
umbrella mechanism cover the costs of inSuring these:poor children. In practice, this 
approach would not work. As just explained, the um'P,rella mechanism would provide 
temporary funding for what. in this case. would be a ~ermanent caseload increase. 

By 2002, states electing to phase in Medicaid co,~erage for these children would 
have enrolled six additional age groups of children: first 13-year-olds, then 14-year
aids, etc. But in any given year, these states would re~eive umbrella payments on 

I: ' 
i! 

6 
, 	 " 

I,r ' 
!. 
i· 
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behalf of only one additional age group, the group being newly enrolled. In 2002, ~uch 
states would receive umbrella payments on behalf of ~elr newly enrolled 18-year-olds. 
But they would not receive umbrella payments on be~alf of poor children aged 13 
through 17 because those caseload increases would h~ve occurred in prior years. 

,;II 
if 

H 
I 

Other Problems with the Umbrella Fund 
I, 

The design of the umbrella fund in the new le~sla~on also is flawed in other 
,I, 	 . 

respects. 	 . " 

• 	 &~es would receive inadequate paym~nts for Qualified Medit:are 
Beneficiaries ('IQMBs"). Under current law, Medicaid pays the cost of, 

___. __ __________________.__ Medicare premiums, copayments, and d~ductibles incurred by Medicare 
b~neficiaries who are poor or near-poor.. The Medicaid Restructuring Act 
repeals this requirement, making continuation of this coverage a state 
option. If a state attempted to continue providing QMB benefits .' 
consistent with current law, however, it Iwould not receive_adequate 
umbrella payments if the number of QMSs exceeded the anticipated level. 
Under the bill, the amount of umbrella ~.ayments provided for extra· 
QMBs would be based solely on the cos~of Medicare premiums for these 
individuals. Medicare copayments and deductibles would be ignored. 
Yet premiums contribute less thtln 30 perc:prt of total QMB costs, according 
to the Congressional Budget Office. ;: '.' '. 

I: 

• 	 People with disabilities might not be cpvered by the umbrella fund. 
Under the governors' proposal, states would have been allowed to 
develop their own definitions of disabili~, and the umbrella fund would 
have protected states if the number of diSabled enrolles exceeded 
expectations. The Medicaid Restructunng Act stipulates that states can 
choose either to use the 551 definition ofl;:Jisability or to develop their own 
disability definition. But a state using idi own disability definition would 
be ineligible for umbrella payments 'on b~half of disabled people. 

This restriction might encourage more sfates to use the SSI definition of 
disability. But instates that neverthelesr~pse to,develop their own 
definition, disabled individuals would b¢ );laced at a disadvantage: If the 
number of such beneficiaries exceeded tJie anticipated level, these states 
would not receive federal umbrella paryentson their ~ehalf.. 

'. 

II 
" 

!~ 
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if 

I' 
(" 

:;
.Concluslon 

I
!I 

• 
j: 

The umbrella payments would be of use to sta~es with low average costsper 
beneficiary only if caseload growth or inflation exceeCied current forecasts by large 
amounts. In addition, for all states - including high~cost states - any umbrella 
payments would cover only the first year of added co~ts, ignoring the continuation of 
such costs in subsequent years. ii' 

Ii 
The umbrella funding mechanism in the MedJaid Restructuring Act is quite 

different from what the governors recommended. It does relatively little to protect 
states from increased costs over time that result from Itmanticipated growth in their 
Medicaid ben,,~ary populations. . I: 

.' 

i' ,. 
, 

" I 
.' 

I: 
I! 
I 
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I' 
I' 
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I:Appendix 

Adjusting for Inflation: A Solid Concept 

- To calculate a stateis umbrella threshold -:- the:growth rate above which 
umbrella payments are made - the state's block-grant growth rate is adjusted for 
inflation,-as measured by actual percentage changes in the Consumer Price Index (CPI). 
Suppose a state's block-grant growth rate were five percent-in 1998. If inflation were 
three percent, as CBO forecasts, the state would recei~e umbrella payments to the 
extent its caseload growth exceeded two percent. If~ation turns out to be four' 
percent rather than three percent,the state would be protected. In this case, the state 
would receive,~brella payments to the extent its ca¥!oad growth exceeded one 
percent, rather than tlN'o percent. Higher inflation wquld mean a lower lIumbrella 

- threshold," which in tum would mean higher umbrella payments. Stated another way,
-------------, -- ~.. ~ I

higher-than-expected inflation means higher umbrella payments. - - 
I, 

Using the umbrella mechanism to protect agairist higher inflation is desirable; it 
affords needed protection to states if CBO's inflation forecast proves to have been too 
low. Inflation protection of this type does not put the.federal Treaswy at risk; both 
CBO and OMB analyses show that higher inflation generally causes higher spending 
and higher revenues in almost equal amounts andhafdly affects the deficit as a result. 

At the same time, however, the umbrella mech~m fails to provide adequate 
protection against the permanent, cumulative costs of:higher-than-expected inflation.6 

As a result, the protection it affords in this area is inagequate. And, as explained in 
Part I of this paper, states will not have equal access t9 umbrella payments to begin 
with. For example, states with low block-grant grow~ rates (generally the high-cost 
states) will have no protection against extra inflation ?,ecause their umbrella threshold 
is already at the statutory minimum ofzero. _ _ I; 

6 The design flaw discussed in part n¢ this paper vitiates the ~atian protection: the umbrella formula 
is supposed to provide if inflation is higher than forecast. As exp~ed, umbrella payments would 
increase if the actual inflation rate exceeds inflation forecasts. But; the umbrella payments would not take 
into account the cumulative effect of inflation. If inflation were oJ1.e percent higher than anticipated for 
fOUl years in a row, by the fourth year prices would exceed the ini,tlal forecast for that year by , 

_approximately four percent. Yet a state would receive an umbreIUI payment for that year covering one 
percent extra costs due to higher-than-anticipated inflation, not fo)JJ' percent. the preceding three years of 
extra inflation, which would permanently ina-ease the cost of medical care, would be reflected neither in 
the state's umbrella payment nat in its blocll:. grant allocation. Ii - _ -. 

,: 

9, 

I· 
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THE NEW MEDICAID PROPOSAll WOULD LEAD 
TO AN INEQI)ITABLE DISTRIBUTION PF:FEDERAl FUNDS , . ,. 

by Cindy Mann, Steve Wilber, ~d Lily Hua 

The ne¥( Republican Medicaid bill would replace the Medicaid program with a 
block grant. til:Center on Budget and Policy Priorities has analyzed the proposed 
distribution of the block grant payments that would ~e made to states, along with the 

.- .. ----paymenfs ·that states would receive under two relati~ely small supplemental funds for 
. undocumented aliens and Native Americans,l This ap.alysis considers the distribution 

of these payments using fOUI different meaSUIes - f~deral Medic:aid spending per state 
resident, per elderly resident, per poor resident and per Medicaid beneficiary. Under 
all four measures, the proposed allocation would resUlt in an inequitable distribution of 
federal Medicaid funds among states. 

I:Federal Medicaid Spending per State Resident 

When the allocation of federal Medicaid fund~: to each state is analyzed with 
respect to state population" the distribution of funds proposed by the new bill appears 
very uneven.2 Federal payments to eight states wOulfl be more than 25 percent higher . 
than the national average payment per state resident/::while payments to eight other 
states would be more than 2S percent below the natio~al average. West Virginia and 
New York would receive more than three times the fe~eral Medicaid funds per resident 
that Nevada, Virginia, and Colorado would get. :: 

" 11 
Ii 

I The funds analyzed here represent 95 percent of the federal dollars that would be distributed to states 
between 1997 and 2002, according to estimates provided by the Congressional Budget Office. The 
remaIning federal dollars - $ 26 billion out of the $731 billion d~:tributed over the six-year period 
wou Id be paid to states through an "umbrella". fund designed to fover a portion of the cost of caseload '. 
growth above antidpated levels. Although the umbrella payments are not considered in this analysis,' 
because of the relatively small size of the fund, they would not materially change the distribUtions reported 

Ii.
here. I: . . . 

. . . It. ' 
:I The Generai Accounting Office (GAO) has projected the year,':'by-year state allocations through fiscal 

year 2002 under the fonnulas for the block grant payments and the alien and Native American funds . 
proposed in the bill. This analysis is based qn the allocations repdrted by GAO for the year 2002 compared 
with state: population projected (or 2002 by the U,_C). Censu~ Burf'.a.u .. 

" " 
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.. Federal Medicaid Payments Per State Resident, 2002 
States With the Highest Payments ~tates With the Lowest Payments 

. Paymentas 	 i: Payment as 
Ii' 

Percental' Dollar Amount I· 
!: Percent of Doliar Amount 
iNational Per State , National . Per State 

Average Resident Average' Resident 

West Virginia 182% $846 f10rid~ 79% $365 
" 

New York 177% $821 .Nebrasb 77% $357 
I' 

Mississippi 151% $701 Wyon)ing 75% $350 
;1

Louisiana . 141 % $654 Kansas 75% $348 
I 
I, 

Maine 'I' ,.. 139% $646 Mary~nd 73% $337 
" 

Rhode Island 136% $633 Washington 71% $328 
. Ii .

-'-"'-iennessee 130% $602 . Utah -:: 70% .' . $325 
i' 

South Carolina 130% 5601 Idaho 70% 5324 
" 

Kentucky 125% $583· Hawaii 59%' $274 

Arkansas 124% $575· . . Colorado 57% $266, 

Massachusetts 121% $559 Virginia 51% . $238 
. 	 .,

" New Hampshire . 118% . $549 .. Nevada . 49% . $228 

'.!I 

Federal Medicaid Payments per Elderly Resident 

Medicaid spending for the elderly, including payments for long· term care, 
accounts for a large share of total Medicaid spending;for most states. Nationally, in 
1993, almost on~third of all Medicaid expenditure's oJher than disproportionate share 
payments - 31.7 percent - were made on behalf of elderly individuals.3 The . 
distribution of federal Medicaidfunds under ~e newl,Medicaid legislation would vary . 
sharply among states when analyzed in terms of federal spending per elderly resident.4 

, , • 	 ,I,' 

. 
Federal Medicaid grants per elderly resident w;ould be more than 25 percent .. 


below the national average in eight states - Florida, ~evada, Virginia, Hawaii; Iowa, 

L, 

3 When dispropOrtionate share payments are conSidered, spen~ing on the elderly accounted fOf 27.4 

percent of an Medicaid spending in 1993. :: 


. 	 . . . I. 

; . .,·.!i ' . ' . 

4 .Forthis analysis:, the allocations reported by the GAO for 2009 are conSidered with respect to U.S. 

Census Bureau projections of elderly residents by state for 2000. Census estimates of elderly residents for 

2002 are not available. . 


2 I' 

.'ii 
i 

. I:' 
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Nebr~ka, Colorado, and Kansas. By contrast, paymf:nts for ten states - Alaska, N4E!w 
York, West Virginia, Louisiana, Mississippi, New H~mpshire, Tennessee, Maine,. South 
Carolina and New Mexico - would be more than one quarter higher than the national 
average. Florida, a state with one of the fastest growing elderly populations, ranks at 
the bottom among states under this measure. Its paY:tnent per elderly resident would. 
be $1,692, compared with paymentsJor Alaska and New York of $8,361 and $5,990 per 
elderly resident, respectively. 

Federal Medicaid Payments Per EldeJ:iy Resident, 2000 


States ~i'" the Highest Payments States With the Lowest Payments 

1 . , 

. Paymentas Payment as 
Percent of Dollar Amount 

" \,. Percent of Dollar Amount 
------.--~ --,--~, National - Per Elderly National Pcr Elderly 

Avera~ Resident Average Resident 
Alaska 
New York 
West Virginia 
Louisiana 
MissisSippi 
New Hampshire 
Tennessee 
Maine 

South Carolina 
New Mexico 
Rhode Island 
Vermont 

251% 

.180% 
155% 

147% 
146% 
133% 

131% 

130% 

128% 
127% 

121% 
119% 

$8,361 

$5,990 

$5,151 

$4,902 

$4,845 
$4,438 
$4,351 

$4,311' 

$4,250 
$4,232 
$4,039 

$3,961 

. Mary1a~d' 

Delaw~re 

Idaho i: 
Oklaho:ma 
Kansas;' 

Colora4-o 
Nebraska 

I' 
Iowa r 
Hawaii': 
Virgini~

" Nevadii' 
Florida;'

.' 

I' 

84% 

80% 
19% 

n% 
72% 
12% 
72% 

68% 

67~ 

59% 
57% .. 

51% 

$2,803 

$2,675 
$2,620 

$2,552 
$2,410 

$2,403 

$2,394 
$2,253 
$2.244 
$1,952 
$1,898 

$1,692 

Federal Medicaid Payments Per Poor Resident 
. . Ii .' . 

"' When Medicaid block grant payments are an~yzed to determine how much 
funds each state would receive per poor resident, the 'distribution continues to be 
highly skewed.s Federal payments would range froni a high of $6,244 per poor 
resident in New Hampshire to alow of $1,919 per pobr resident in Nevada. Federal 

I. 

5 The poor reSident analysis is based on the GAO allocations £9f 2002 compared with the numbers of 
residents in poverty in 2002. The poverty numbers for 2002 are derived from the poverty rate for each state 
in 1992 -1994 -as calcuJated based on Census data-applied tci;the Census population projections for 
2002. I: 

.:l 'I 

I'" 

"i: 
I: 

'. "-~>' ••.• ,'._-



1216/HV96 16: 25 CBPP ~ 4567431 NO.315 PI2I15/12121 

·1 

Medicaid payments per poor resident to New HampJhlre, Rhode Island, Vermont; 
MassaChusetts, COlUlecticut, Maine, and New York w,ould be more than twice, as large 
as payments per poor resident for Nevada, Ca1iforni~~ Oklahoma; Florida; Virglnia, 
and Idaho.' ;: . 

Of the ten states that receive the lowest fe'dera1ipayment per poor resident; five 
states -California, Oklahoma, Louisiana, Texas, andl;New Mexico - are among the ten 
states in the country that have the highest poverty rat~s and the greatest need for . 
federal assistance. California, which ranks second to :the bottom in payments per poor 
resident, has one of the highest child poverty rates in: the nation. 

~~-.~--:--. _ .. 
Federal Medicaid Payments Per Poor Resident, 2002 

'---'-~--StatesWith-the Highest Payments 'States With The Lowest Payments 

Payment as Payment as . 
Percent Percent of .' 

of Nationa 1 . Dollar Amount National Dollar Amount 
Average Per Poor Resident Average Per Poor Resident 

New Hampshire 200% $6,244 Wash'tngton 90% '2,800 
Rhode Island 180% $5,602 Colorlido, 86% $2,687 

Vennont 179% $5,582 Kans~s 86% $2,680 

Massachusetts 
Connecticut 

176% 
171% 

$5,484 

$5.330 

New Mexico 
I 

Texas, 
84% 
84% 

$2,630 

$2,604 

. Maine 

New York 
North Dakota 

162% 
161% 

144% 

5S,()46 

'$5,003 
$4,489' 

LoUisiana 
L 

Idaho: 
1 

Virginia 

82% 
78% 

76% 

52,566 
$2,420 

$2,380 

Delaware 142% $4;'\20 " Florida 73% . $2,268 

Alaska 
West Virginia 

New Jersey 

134% 

129% 
128% 

$4,173 
$4,031 
$1,000 

" Okla~oma 
I' 

Califo'nua:, 
Neva(Ja

I 

72% 
70% 

62% 

$2,245 
$2,193 

51,919 

"I! 
,I 
q 
I: 

. ,
" 

d 

Federal Medicaid Payments Per Beneficiary 
:;. 

It is also possible to analyze the proposed distiibutton of federal Medicaid 
payments per Medicaid beneficiary under the new Republican bill based on state 

. projections of beneficiary growth developed by the 'Qrban Institute." Once again, the 
I . 
II 

6 These projections were developed by John Holahan and David Liska at the Urban Institute. The 
, (continued...) 

4 

I, 
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ana1ys~s shows the distribution of funds would be vety uneven among states. Eight 
states';"" New Hampshire, North Dakota, Wisconsin, New York, Minnesota, South 
Dakota, Connecticut and MassaChusettS - would receive more than $4,000 in federal 
funding per Medicaid beneficiary, while seven states!;- Virginia, California, Georgia, 
Washington, North Carolina, Hawaii and Florida -1Nould receive less than $2,500 in 
federal dollars per Medicaid beneficiary. New Hampshire would receive more than 
three times the amount of federal dollars per beneficiary that Virginia would get. 

j: 

Federal Medicaid Payments Per ~eneficiazy, 2002 
Statct~ J:llth the Highest Payments . 

, Payment as 
Percent of Dollar Amount 

----,--.¥.--.~ , National Average Per Benefictarz:: 
New Hampshire 
North Dakota 
Wisconsin 
New York 

'Minnesota 
South Dakota 
Connecticut' 
Massachusetts 
Pennsylvania 
Maine 
South Carolina 
Utah 

194% SS.,860 

149% S4~02 

147% $4,430 
143% $4,320 
143% $4,313 

140% 54,226 

135% $4,075 

134% $4,O5~ 

131% $3,944 
128% $3,856 

126% $3.,807 
123% $3,715 

i: States With the Lowest Payments 
"11 

Ii, 
"'! 

Rhode, Island 

New bi{exico 

Tenn~,see 

Vennont 
Orego~ 
Flori~ 
Hawaii 

Ii 

Payment as 
Percent of Dollar Amount 

,Nationa) Average Per Benf:fictary 
90% Si,724 
90% $2,703 
87% $2,626 
86% $2,590 
85% $2,558 

83% $2,496 

81% $2,443 
North 'Carolina 80% $2.420 

I~ 
Wash~gton 77% $2,324 

Georgi3 76% . $2,285
L 

California 75% $2,248 
Virginia 64% $1,925 

I' 

The Ranklngs Among States Are Similar Under A(i Measures.'. 
.' . 

, 

'I . ' 

A state that ranks low under one of these meaSures is likely to rank low under at 
least one of the other three measures. Thirteen states iappear in the bottom group of 
states Wlder at least two of the measures examined h~e. For example, California has 
the second lowest federal payment per poor resident and the second lowest federal 
payment per Medicaid beneficiary. The same eight states are among the states that 
receive the lowest payments under three of the four II1easures considered in this 
analysis. These states are Florida, Virginia, Kansas, Id~o, Colorado, Nevada, 

I 
I 

/) (...continued) 
I 

I 

analysis here compares state beneficiary projections for 2002 with: GAO's projected allocations for states in 
2002. 

II 
I, 
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Washington, ~d Hawaii Two 01 these state~ ,-' Ao~~da and Virginia - fall to the 

bottom of the lIst under all four meaStir,es.", ' 11 """ 


Ii" 
: Similarly, some stat~s consistently ,appear at tije top of these, rankings. Fourteen 


states receive the highe'st payments relative to other ~~teson, tWo of these measuresi 

while seven states receive the highest payments re1a~~e to other states under three of 

the four measures. These"seven states are New YorkJ,IMaine, New Hampshire, West, 


, VirgiItia, Rhode Island1South Carolina, and Massad~itsetts. 'Three states -New York, 

Maine and New Hampshire - are among the states,that receive ,the hig~est payments 

under all four measures. '" ", ,'Ii " ' ' , "'," 


J' 

I,
1 

Conclusion, , il:1 


- _.... . " , I:" ,.:' . . !1 ,_. ',' . . ~ 


The new Republican Mecticaid bill callsfor~pst all ,of the $730 billion in 

federal Medicaidfunds that would be spent over thef~ext six years to be distributed to, 

states accordirlg to a formula setJorth in the'bill. Allqcations to ~~ates would be based 

on this formula; actual costs and enrollment, popula~on shifts a1'ld,changes in " 


, demographics would no longer detennine how mostlfederal Medicaid funds are ' 
distributed among states. ' , , li'" " 

:l.~ ,r! 
. , ~. ' , ' . f1 , . ' 

, The meas~es analyzed, here show that the all,?cation of federal block grant 
, funds among states under the new Republican plan ~ inequitable., Part of the reason , ' 

that ,allocations under a block grant follow this pattet;:ft is that the distribution reflects 
Current differences in Medicaid expenditures among 'states. States have varying health 

, " , II 

care costs, and states have made different decisions a~out whom they will cover under 

the Medicaid program and the scope of benefits proVided. These variations, howeverl 


take on anew meaningW\der a block,grant funding ~tructure. A block grant takes the 

, current differences among states and freezes them intb place Without regard to the costs 
that states incur In the future and the decisions that' s~ates make in the years ahead 

, r~garding how they will provide health care coverag~ to Vulnerable popUlations in 
their states. States whose health care costs rise or fall!;relative to other states,and states " 
that choose to expand or contract health care coverag~relative 'to o,ther states, will 

, ,I, , " 

remain locked into the distribution of federal Medicc¥d dollars proposed by this bilL
, ' , ' " " ' . ,ii,,' ,', ,. ,"" 

, Because so many factors affect healthcare:spe*.ding iii state's, it is Virtually , 

impossible for any block grant formula to assure ara~onal and equitable distribution' of 

funds among states. The uneven distribution of h~4redsof billions of federal' , 

Medicaid dollars frozen into place under the propos~flle,gislati.on is likely to exacerbate 

the problems states experience as they assume greater fiscal and programinatic 

responsibility for the program. 'ir' ' 


i 
i 

, ,j; , 6 
iI 
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Federal Medicaid Payments Per State Resident 
Medicaid Restructuring A~t of 1996 

I; 

Dollar Amount Payment 
Per State 'i: a5%of 
Resident !National Avg 

National Average $464 ':j 
I 100% 

WEST VIRGINIA 846 182% 
NEW YORK 821 177'%. 
MISSISSIPPI 701 151% 
LOUISIANA 654 14'0/0 
MAINE 646 '39% 
RHODE ISLAND 633 '36% 

~. fl TENNESSEE 602 I' 1300k 
SOUTH CAROUNA 601 130% 
KENTUCKY 583 

I 
125% 

" ARKANSAS 575 124% 
MASSACHUSETTS 559 " 121% 
NEW HAMPSHIRE " 549 

, 
118% 

NEW MEXICO 526 '13% 
VERMONT 525 Ii 113% 
CONNECT1CUT 517 

, 
111% 

NORTH DAKOTA 503 108% 
ALABAMA 495 107% ' 
MONTANA 484 104% 
PENNSYLVANIA 
TEXAS 

477 
476 :: 

103% 
103% 

MJCHJGAN 476 103% 
OHIO 472 102% 
MISSOURI 
SOUTH DAKOTA 

466 
460 

.;1 
100% 

99% 
ARIZONA 453 98% 
GEORGIA 452 97% 
NORTH CAROUNA 449 97% 
INDIANA ' 431 93% 
MINNESOTA 427 92% 
WISCONSIN 424 91% 
OREGON 
OKLAHOMA 

420 ! 

413 ;1 
90% 
89% 

ALASKA 
NEWJERSEV 
ILUNOIS 

409 
404 :: 
395 

, 

880/. 
9''0/0 
85% 

DELAWARE 3S9 94% 
CAUFORNIA 384 83% 
IOWA 382 8244 
FLORIDA 365 

" 
7gO/O 

NEBRASKA 357 77% 
WYOMING 350 75% 
KANSAS 348 75% 
MAAYlAHD 337 73% 
WASHINGTON 328 I 

1 71% 
UTAH 326 'I 700/0 
IDAHO 324 70% 
HAWAII 274 59% 
COLORADO 266 I: 57°4 
VlAQINIA 238 '! 510/. 

NEVADA 228 49"k 
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federal Medicaid Payments Per ~Iderly Resident 
Medicaid Restructuring Act of 1996 

I, 
'I 
!, 

Dollar Amount I'
II Payment 

Per Elder1y 
, as % of 

Resident j, National AI/s 
National Average 

ALASKA 
NEW YORK 
WEST VJRGtNA 
LOUISIANA 
MISSISSIPPI 
NEW HAMPSHIRE 

,> tJ. 	 TENNESSEE 
MAINE 
SOUTH CAROUNA 
NEW MEXICO 
RHODE ISLAND 
VERMONT 
KENTUCKY 
GEORGIA 
MASSACHUSETTS 
TEXAS 
CONNECTICUT 
ARKANSAS 
MONTANA 
ALABAMA 
UTAH 
CAUFOANIA 
MINNESOTA, 
OHIO 
NORTH DAKOTA 
NORTH CAROUNA 
WYOMING 
INDIANA 
SOunf DAKOTA 
MISSOURI 
MICHIGAN 
WISCONSIN 
IWNOIS 
ARIZONA 
WASHINGTON 
OREGON 
NEW JERSEY 
PENNSYLVANA 
MARYLAND 
DELAWARE 
IDAHO 
OKLAHOMA 
KANSAS 
.cOLORADO 
NEBRASKA 
IOWA 
HAWAII 
VIRGINIA 
NEVADA 
A.ORIDA 

$3,325 
'i· 

" 
8,361 

I:5,990 
" 

5,151 
4,902 Ii 
4,845 
4,438 
4.351 
4,311 
4,250 
4.232' ~. 
4,039 
3,967 
3,917 
3,885 
3.814 i: 
3.793 ;1 

3.464 II 
3.425, 
3,413 :: 

" 3.373 -: 
3.353 ;;
3.347; 
3,333 ,

'.
3.271 I 
3,222 
3.216 
3.136 I, 

;3.'31 
3,095' !; 
3.048 .: 
3,044 :; 
2,974 :. 
2961 :1 

• "j ~ 

2,958 :' 
2,936 :! 
2,907; 
2,895 1;' 
2,826 ,: 
2.803 ': 
2,675,i 

" I: 
2,620 ' 
2,552 . 
2,410 
2,403 I; 
2.394: 
2.253 ;: 
2.244 :' 
1,952 :' 
1,808 :j 
1.692 . , 

I: 

,100% 

251% 
180% 
155% 

147% 

146% 

133% 

131% 

130% 

1280/.. 

, 127% 
121°,k 
119% 
118% 

!
117% 

115% 

',4% 

104% 

'03% 

103% 
101% 

101% 

10'% 

100% 


98% 

97% 

97% 

94% 


. 94% 
, 93% 

92% 

92% 

89% 

89% 

89% 

88% 
8JOk 
87% 

85% 

84% 

80% 

79% 

77% 

720/0 

72% 

72% 

68% 


'67% 

59% 

57% 

, Sl°k 
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Federal Medicaid P,yments Per roar Resident 
, Medicaid Restructuring Act of 1996 

, 'I 
I', I: 

Dollar AmOLInt il Payment 
Per Poor II as % 0,1 
Resident INational Avg 

National ."ei-ege $3,11~ " 100%
Ii 
'I 

, NEW HAMPSHIRE 6,244 	 I', 200% 
:1RHODE ISlAND 5,602 180% 

VERMONT 5,582 II 
,I 179% 

MASSACHUSETTS 5,484 i' "176%
!ICONNECTICUT 5,330 171%
:1MAINE 	 5,046 16~4
:1NEW YORK 	 5,003 161"..

Y'''', 	 jiNORTH DAKOTA 4,489 144% 
DELAWARE 4,420 !' 

I' , 14~.k 
_._----	 I'ALASKA - 4,113 134% 


WEST VlRGlNJA 4,031 129% 

, NEWJERSEY 4.000 128% 

WlS~ONSIN '3,924, 126% 

PENNSYLVANIA 3,818 122OfI> 

MONTANA 3,610 '16% 

NEBRASKA, ' ' 3,606 116% 


I'
I''OREGON, ' 3,586, , '115%
i'

OHIO 	 3,579 l' "5%)'IOWA 3,540 114% 
MINNESOTA ',' , 3,529 Ii " '13% 

. ,TENNESSEE 3,522 I" ~ 113% 
SOUTH CAROUNA 3,49] f! . 1,2010 
UTAH 3,462 111%IINOIANA 3~422 	 I 110% 
MICHIGAN 	 3,305 106%I
ARKANSAS 3,265 	 : 1,05% 

I,WYOMING 3.186 102% 
MARYLAND 3,153 . l: 101% 
souTH DAKOTA 3.151 II 101%fl. 

I,',INORTH CAAOUNA 3.035 97%;1
MISSISSIPPI 3,033 97%ilGEORGIA 2,993 'I 96% , ' 
KENTUCKY 2,987 I!" 96% 
MISSOURI 2.951 :! 95% 
HAWAII 	 2949 ',il 95%' , II" 
ALABAMA '2.912 !i 93% 

, ,
ARIZONA 2,887 !. 93% 
IWN04S 2.845 :j 91% 

WASHINGTON 2,800 if 90% 

COLORADO 2,687 ,I 86% 

KANSAS 2.680 !i 86% , ' 


NEW MEXICO 2,630 84%
ilTEXAS 	 2,604 84% , 
'" 

lOUlSIANA 2,566 'll, 82% 
, IDAHO 2,420 7S0/0

760/0 ',",VIRGINIA 	 2.380 11,; 
flORIDA 	 2.268 73%, 
OKLAHOMA 2,245 72%ii
CAUJ:ORNIA 2.1Q3 	

II 
1I
I,' 

, 
,.0% 

;:NEVADA 	 ',919 ' 62%
H 

"' ;1' 
" 

!I 
i1 
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Federal Medicaid Payments Per Beneficiary 

, Medicaid Restructuring Act of 1996 . > . 


Ii 

Ii 
Dollar Amount I: Payment 

Per 
' (1 

as%of· 
eeneficia~ ii National Avg 

National Average $3.013 !: 100% 
:; , 

NEW HAMPSHIRE 5,860'11 194% 
NORTH DAKOTA 4,5021: 1490/.. 
WISCONSIN 4.430 II 147% 
NEW YORK 4,320 :~ . 143':'., 
MINNESOTA .4.313 ii 143% 
SOt.n'H DAKOTA 4,2261' 140% 
CONNECTICUT 4,075 Ii> 135% 
MASSACHUSETTS. 4,051 I,' 134% 
PENNSYlVANA' 3,944 ij 131% 
MAINE • ,I - 3856 'i 128% 

, SOUTH CAAOUNA 3.807;i, 126% 
. UTAH 3.715 il" 123'% 

MARYLAND 3.657 r 121% 
ARKANSAS " 3,616 ,I 120% 
ALAIIAMA ' ' 3,403 I 113% 
NEBRASKA ' 3,372 ii 112% 
NEW JERSEY 3,370 1: '1~/"

" MICHIGAN 3,354 I: 111%-

MONTANA 3.229 ~l " 107% 
NEVADA 3223 :[ ,107%

• ~ J 

ARIZONA 3,204 I! 106%, 
KANSAS 3,'93 !I 106% 
IOWA 3,175 ;: 105%', 
INDIANA ' '3,165: 105% 
OHIO - 3,164 :1 1050;..,

",' I, 
OKLAHOMA 3.1~5 Ii 105% 

'AlASKA 3 f 147'!: 104% 
WEST VlRGINA 3.104 11 ' 103% 
,LOUISIANA 3,018;1 100'% 
DELAWARE '3,008 !i 1()(W., 
KENTUCKY ' 2,982,:.1- ,99% 
COLORADO 2,945"L' , 98% 
IDAHO 2935 I' 97% ' I Ii 
MISSISSIPPI 2;917 Ii 97% 

f'WYOMING 2.848 Ii 95% 
TEXAS 2,846 Ii ' 94% 

2745 :1 ..MISSOURI 91% 
ILUNOIS 2:73S II " 91% 

I: ' ,
RHODE ISLAND 2.724 !,' 90% 

, New MEXICO " 2.703 11 90% 
TENNESSee' 2.626 : , 87% 
veRMONT " ,2,590 88% 
OREGON 2,558 ' 85% 

, FLORIDA 2.496 83% 
' 81%HAWAII ' 2.443 


NORTH CAROUNA' 2.420 80%',' 

WASH'NGTON 2.324 77% . 

GEORGIA 2,285 760/.,
CAUI=ORNIA 2,2"8 7&% 

VIRGINIA f.92~ 64% 
, 
1: 
f" ';" 

.. 
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STATE MEDICAID CHANGES IN FY1996 - PROPOSED 

States either have recently enacted or are considering a varl,ety ofchanges to their Medicaid 
programs (summarized below).' i 

HIGHLIGHTS: 

• 	 States are now focussing primarily upon reductionS, in coverage and provider 
reimbursements. 

ri' 	 States appear to be considering a few eligibility redhctions and a few expansions (primarily 
from Medicaid funds saved elsewhere). ' 

EXAMPLES OF REDUCTIONS AND COST CONT~MENT EFFORTS: 
" 

'ELIGmILl1Y . 

• 	 Reduc:e dJeibilit,y 

WV - narrow diagnosis and functiona11evels ofb~havioraJ health clients eligible for 

rehabilitation and clinic servi~' narrow'Medicaid eliglbility (unspecified) and 

postpone any eligibility expansions ,! . 


CT -	 reduce eligtbility ofpoverty-level pregnanfwomen, infants, and children 

PA -	 limit medically needy:.o~y eligibility perio~ 
, 

\'1' -	 change income eligibility standard for m~cally needy program and pharmacy ,. 
assistance programs to ·save funds 

" 

i' 
;COVERAGE 

• 	 Redu(e/eliininate optionallervim 
I 

CA - eliminate (except for children under age 2:1 and persons in nursing homes) 

psycholoi)', chiropractic. podiatry. inde~dent rehabilitation centers, 

acupuncture, medical supplies, speech an~ audiology, and non-emergency 

transportation 


wv· 	limit number ofprescriptions per recipient cap number ofreimbursable visits to 
physician's offices, limit services available during second six months oftransitionaJ 
Medicaid (welfare to work), determine esSential services and narrow benefits 
provided ji 

i. 

1 
,, 
, 
'., 

I 

:! 



CT - eliminate (except for certain federally-trumdated coverage groups) optional 

services including dental, vision, and other practitioner services, restructure non

emergency transportation for beneficiaries in nursing homes, methadone clinics and 

non-institutional clients not enrolled in managed care 
 j 

PA - limit number ofhome health visits per year per beneficiary. eliminate 

transportation, child personal care services,:ieliminate or limit to certain children or 

adults DME, psychologists, PT, OT, speech therapists, optometrists, etc. 


• Require Dre-autherizatioD 

FL - require pre-authorization for home health, in-patient psychiatric hospital 
" 
I 

V A • decrease threshold for DME pre-authorization 

" 

WV - require pre-authorization for inpatient hosp,ital services 
I. 

': 
PA - require pre-authorization for chiropractor ~d podiatry services 

• Impose nrtylincrealed teNYs j 
l', 

LA - for aU allowable serviceslbeneficiaries 

VA - for non-emergency use ofERs 
I 

CA - for allowable serviceslbeneficiaries. appeaJ;Federal Court judgement requiring 

payment ofMedicare copayments and deductibles for duaJ eligibles 


WV· include comprehensive system ofcopaymer;tts 

FL - impose new copayment and sliding scaJe d~pensjng fee per prescription 
'I 

• Increase use of leneric drop 

FL - promote generic drug usage 

• Impose newlinqeased utilization review fUR) .• 

VA- . enhance prospective drug URand apply t~, long-tenn care ~neficiaries 

2 
" . 



,, 
wv~ 	 utilization review for inpatient psychiatric services 

., 

• Impose new/additional managed care requirem~nti 

CA -	 increase enrollment in managed care 

WV -	 implement managed care and expand statewide 

CT -	 contract for purchase of pharmacy services,:for Medicaid beneficiaries 

. FL - expand enrollment in HMOs and primary c¥e ~e management, implement 
managed care for community mental health se~ices' 

• 	 I 
I 

. 	 :. 

PA· 	 verify residence for HMO eligibility, phaseiin mandatory Medicaid managed care 
statewide beginning with AFDC, then SSI " 

N€ -	 encourage new HMOs 

PROVIDER REIMBURSEMENT 

• 	 ,.plreduce rates 

FL - reduce increase in outpatient hospital rates~ reduce operating cost component to 
eliminate incentive payments from nursing!home per diem rates 

LA -	 cap maximum charges 

V A - percentage reduction in D:ME, study/adjust rates for specialized services by 
'nursing homes .', 

.CA -reduce drug costs to level paid by pharma~es; revise rates for medical supplies, 
reduce daily rates for "distinct part" nursing homes adjoining an acute care hospital 

NJ - eliminate reimbursement for bed hold days: for nursing homes with Jess than 95% 
occupancy rates 

WV - reduce rates for Jab/x-ray, DME. ambulat6,ry surgery centers, pharmacy, inpatient 
psychiatric underage 21, personal care, physician services (due to copays), home 
health, review bundled rates for behavioral services/child care, develop bundled 

. rates for behavioral servicesladult residential 
, 

3 

I 

,I" 
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" 

TX -	 selective contracting with certain hospitals for certain services to get lower rates 

• 	 Competitive bidding 


FL .. prepaid plans 

I; 
'" 

, • Recluce DSBluncompensated care reimbunem~nts 

IN - reduce indigent care trust fund 

CT - discontimie Hospital Assistance Program (~n conjunction with phase-down of 
hospital gross receipts tax 

VT - reduce DSH payments to hospitals 

• 	 Cap/reduce funding by categories of care 

NY - reduce home care funding 

WV - reduce case management funding. limit funding for behavioral services. basic living 
, skills, and ICFsIMR 

• 	 Chaoce wainrs 

wv control growth ofMRIDD waiver and r~rve slots for deinstitutibnaJized persons,4 

cap aged/disabled waiver program , 

;:FL - seek waivers to integrate acute and LTe, to create a managed care system for all , 

LTC services, to use a new HCB waiver to decrease nursing home case load 

PA - begin full-risk capitated model withco~"lJnity-based serviCes and short-tenn 
nursing, double the number of slots in current HCB waiver for the elderly 

MS ,:,' expand current 1915(b) waiver' statewide :! 

TX - ,expand current 1915(b) waiver 

8 " 

• 	 ImposfJrevise prosputive pamentlDRGstRBRVS, pm~ription dmB (onnul,ry 

'l 

4 



V A -	 fully implement PPS for inpatient hospital seMces 

WV - implement PPSIDRGs for inpatient hospital senAces, implement RBRVS, establish 

prescription drug formulary 


ADMINISTRATIVElOTHEB 

• 	 State decrease local government costs I r 

NY -	 assume pan of local government costs ifmi~mum FMAP increased from 50% to 

6()OAI 


• 	 Q!ber sute tost reduc:tionJ 

MA - reduce number ofstate cabinet deparlmentd: 
, 	 ' , 

RI -	 RFP for redesign of entire state health careoelivery system 
. ' ~ 

I, . 
" 

• 	 Health eduation/preveotioD 

UT .. fund health education centers and communi~ health centers 
d., 
" , 

. ~.CA .. 	 fund unwed and teen pregnancy prevention)roWams 

CT - eliminate funding for Children's Health Inn;lative and reallocate ' funds to teen 

pregnancy prevention program ' 


FL .. 	 additional funding for Alzheimer's disease ~espite care pro~ additional funding 

forscbool-based health insurance programiror ,low-income families and health 

initiative for uninsured children under age ~ 


• 	 Medicaid savings dediqted to coverau eXDani'ion 
.! 

UT -	 for low-income and uninsured 

I' 


I 


• 	 .New technology 
" 
" 

UT - additioruU funds for telemedicine 
1 

s 



• Other beneficiary issues 
I 

wv~ provide incentives for citizens to purchase LTC insurance, use Medicaid savings 
e1sewhere to fund special behavioral services for mentally iii and substance abusers 
who will lose benefits 

,i 
UT.. increase nursing home personal needs allowance 

,I 

• Other provider gsues 
1 
,I. . 

WV· no provider may simultaneously provide cas.e management and direct behavioral 
health ~ces to recipients, stiffen providefi penalties for non-compliance, review 

.medical malpractice liability standards : 

SC .. soliciting providers who will take partial capitation 

I 
'I , 

I 

! 

:[ 

'i 

Sources: Draft UIPP .. 1996; survey ofHCF A Regional O,ffices • May 1996 

!, 

I 

I 
1 
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" 	 !THE REPUBLICAN.BILL sm~ F.itlLS TO MEET' i. 

THE PRESIDENT'S BASIC PRINCIPLES;'OR,MEDICAJD :REFORM " 

The Rcpubllcau bm stUl talI. co meet maD)' of the Preddellt'. butt prt'llc:1plea for Medicaid 
reform. i 

i 
I' 
" 
ITheil! principles include: 

1 

• 	 A real. cnfbrceable federal suarantee of coveIaje for:is dc:linc4 benefit package 
• 	 ,Adequato and appropriately shared federal aneS state ~anclnl . , 
• 	 Bcncficiar)'protectioDi through q.ualfty Itt.ftdIrdJI and IOCOwrtabilit)' 

I 

THE REAL GUARANI'EE OF COVERAGE ; 
.1 
I 

Any "cuarantcc" ofMedicaid coverage bas three critical c:oIilpone.nu: 1) cllaibilit)', 2) benefits. and 3) 
enforcement. Wittlout an)' one oraheR DOCeIJU)' e1eme.'tUto i. no trua parantee ofooveiase. 
The 'llepubUocm bill has significant problema in all thtcc ~ ortha oownga lumntee. 

:.,'EI1g1bUlI:)' , ,I 
.\ 

While ,the Administration propoMl m8.bit.a.iDJ Hll ctme!lt laW; 
) 

~ I.Dtl apflonal ellslbilitJ sroUpi, 
the Hnuse Commero. RepublicID bill would alter .XiStiDa ~1iJ1"i1ity oriUlri6. thercb)'cUminatinB the 
~tc:c ofcovcnp for,some oumnt1y-cl1gi~l= groups. , 'l'he blll: 

! I 

• , repeals the pbase-ba ofMedicaid cO'VerJl,e for dDidrc:n aps Bo18 In famUlet with bacam.e 	 i' 

i 
batow ftut Federal Punrv LevcJI(I'PL). I 

• 	 otten eamlraM tile aptlaD Grullng el!bar: l)the:fedual ddiaitioll of dilability, or 2) Its 
owu defiaitioll ofdisabUity. This c:ould result in fifty separate s1alcdefinitions,. instead of 
cu.m:nt polic),. which bas a federal defiDitian.·State~ftn1Ii01'lI t:.fdia.bility gould eliminate 

" : " ' coverase,for disabled people,whO have,maze ~~ IZ34 oqmplic:ateclJ\ccda.for:M~cald.i'ot 
staleS oould redetlne c1lsabDl\), to Ihlft cOsts to lbe ~end 10verJl1J1f:rit. ' ' , 

, - ,j , 

I 
, 	 ,I 

• 	 permits additiollal,liIibiJjtr limitations based oli Ige.; raldCDtC, and emplo1meai ur 
bnmlaratioD ....t.... . 

I 

1 ' 

• 	 ellmlnatestile curlU1 guar.mree ofll"3Dl1do1lal ~ecIkaI ...1.ttance.fOl" tlldivkJuHlJIlulmg 
cash assistance due to proposed dill, limits or other prvrisloDJ In weltare reform. 

I 
I 

• 	 1,ta ItRtl8 define what'eOllltlt,atll IDeo•• aad r.~a.raa. Itmoome end resource JHtIIIfO 
more rclUiQtivc thaD c;;ummt law. ~ alarga :avmbbr ofGUinml breldc;:ill'ics oould ioac 1hQ1r 

eligiblllty for Medicaid., For e.x.amp1e, il8ppftU'l state. i:aay even have flexibility to reStrict 
eligibility based.PD home ownerlhip. Under current 1t.w. a home of' any value does not affect I 
person's eligibility. U:nd.er tl\e Republican blll, ho~e ftWner. could be fOuad ineligible. 

http:c:oIilpone.nu
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Bendts 

While the AdminiStratiOD prop08al would main1ad.n all c~ taw mAAdfttwy u4optional servlces, 'dIe, 
Republican bill eou14 lead to drutically sealed-baCk and ~eqW1te benc1lt paCkages. 1hre would be ' 
no '~qufre<1" servlccs for opQonaleligi'bility groups.: ). 	 ,' 

• 	 Tho biD gives states el).p'* fIalbWiy to &WhI. the adoqllaa1. of n .... lred beadel (tile 
"amount, dar.doll, Bad. HOpe" of befteflll). n.; 9cc;mmy c:loea not bave clear &U'Choz':cy to 
affect states' declsloDS regarding amoWlt"dumUon, aDd. .cope. As. result. statca could restrict 
'benefits drastically, thcIeby further undtm1.ining the .~UII'8Dtee to c=overqc. 

• 	 Stat.widelleA requirODlODU 'W01l1d be .l1mlD.atH.: States oau1d ar'bitrlril1 gffcr diff'erent 
,covemHr: and kucfitJ packqlS In d11ferent pans oftha state. ThJs could. also resUlt in loss 'of ' .'I 

coverage tOt eatain populations that tend to live In. sPecific II'W. l 
,! 	 l:. 

;: 	 L 
l 

• 	 ComparabBity requiremCllts would b. eliadaat.a; eta,. Oould red.'UOo bo.o.Ota Cor ccrta.in I 
! 

~pu18.tion. (lw.Jh u J.IIV posttive benefiofaries). A1~liYCly. stites could. provide riCher' I rbenefits to-tavQ%'!lble sro~8. 	 i 

• 	 "Treatmeat" under KPSDT II severely eu.rtailed ad requil'Cl tnstaaeat cm.Iy 'or cI.llta!. 

huriDa and villol! II,""",. TreatrncmJ is not tlq~ lar other SC1"'t'iccs, mncSScsor

~nditiOD:S disc.:ovcrcc1 by hca1thsc:rclms and cxamBi :lbismea:cs tbat cb1ldJea.'diasnosed With 


fccrtDJn mec1lcal conditions may 80 UIltreated. Under 4ummt law, childim dlagno'sed (in an ! 

EPSOT screenina,) with mewt"cU conditions must be 1l'eatecl. 
,; 

,I 

• 	 F.d....Il,YQu..wleclll••ltJa CCllter (FQHC) and..lUII! a.ltJaCUldc (RHC) .,me..'are 
mandatory lima.. ODly: for ~1in1 eight qWlrte:~ after. the proJl'lID II' eDacteclla.. '" 

itate. Ah that time, they ~d be optional serviceS. " , 
-,I 

,", I 

· 	 n.V~am•• lor cilUdl'C8 Program. ~pqItcJ" .hile rnaJcU,g chlIdhood. imtDwUzat!cm a 

ml.'lAdatory lmi;c:. Simi are Biven l1exiblUty to set:tbelr own vaccl.nattoa sched.ulcB. 

l!.llmh:Iation ofVFC funding will mOlD fcJMr 'Y8Cd.DitlODI. . 


, 	 I 
, 

• 	 federal foadial for abortion I.mcu 'Would b. pJl'l'lWlmdy limited to butaDna of...,., 

In,*,i, arwll,ntla IU'I of the modler It III Jeopanly. 


. 	 . ; 

• 	 Family pbamiDglervieel are limited to "p .... prcp8l1cy" famllf plaDlllDl.enices lad 

SUPPUII. ' I,' .. 


" 

Ealorceallllt . , I 


'I 
1 , 

Areal suarantcc o~heaJtn COV8I¥ must u,.elude an adequa~eD1brcernent mo;hanism, The 
Administration proposal maintainll the riiht of beneficiariea,:«' enforce their fsderal propm benefits in 

,. 
: 
I 
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federal cow, Uluring that McdicaJd recipients have the "e'due prnceu rights everywhere mthe 
UnitcQ States. Ilowever. tho Republican hill has scrl.oua weaknesses when it WInos to ~ the 

, riihU ofM,cticaic:l benl:5c:iuill. " 

• 	 The RepUblican bill remova lb. Milt Ofbellellelarlea to .tin federal' C:Oult.., , 
Beneficiaries cOuld file a petition for coniorari before the Sup1'WJ.1e Court ofthe United States. 
but ont)' after all atate appeal mechanisms are exba~ted. OlherwiKa, unly the Secretary ofHHS 
would be able to ~ 1n federal court on behalfof ind.i'YiduaI•. " No federal right ofaotloll 
means thae IR' no parmteod alforeeabl' fedeml ~t. for iDdi'YiduDls. " 

, 

• 	 Without federal court ruliqs; Med.icai.cllaw may ~have con.sisteD.t'i1lterpma1ions across the 
nation. ,! ' 

• 	 Mec11cald would become a federal propm conl'err1n8 beneftts on Indh1dUa1s Without af'ederaJ 
enforcement m~h.anisi:n.-a virtually unprecedaaleil ~tuation. 

-I 
I,,

FINANCING 	 , 
I 

The Administration proposal protects States from=oUm= iD.aeases due to ecoDomic doWlltuml, 
and from demoaraphlc chanaes by maintaiajq the shared $craJ.-statc financisl rcsJ)ODS1'bility through 
a.P'l' capita cap. The Republlcao bin d4et not:~~in8 fM ill !leW e.rcll~ 

, 	 i 

Tbe base ftJndlftl formula III the RepubUtIII bW lIU'beela seeD. beton: Jr. tile butc MedlgraDt D 
formulA. It' s a funding itream and aUocation IOfOSlltates-M1n esMDtiaJly the same Component parta 
def1.ned by the same 1'omlulas anc1leaislativc laaauaaem earlier Republican bills. Nowthe block arant 

. . 18 em.beIUsb8d b)' a limited umbrella fund. Abaut'971K oftUrus. flowihro~sh the ~~4isran1i II 'block 
;ranI fonnula. About 3. ~t is aiuiburab~·1D th.ncruu:.~1& fund, . , 

, 
Th~ 'fDndiDa formula provides very IlDdted rlIkprotcctlDu for ·caroIlmCllt 1fOw.th•. 

I 
, 'I 

• 	 FUlldiq arowtJIJI .ot Baked to campamoft. bc~ actual ••dprojected enrollment, 
and theamb'reDa pro'Vldu ODe tlme only IdJ~e1lU that do Jiot CIIlIj forward to , 
m"seq1lCDt years. Thi$ is not the klDd ofpI01eCtiQn10 be expected from a true fedeta1-frt8te ' 
pa.nn.erahip. Instead, Jib earlier RepubUcan. plw. i~ l1mltafedcra1 responsibility and lhifta the 

.fisClll burden to the stateB. 'I'he Oaln.lation. u.ocia~with ..... to the 'llmbrella mecmrmi_ 
llm111CCCU 10 the fUnd and aeat staUII~. .: 

, I 

, 	 ' . r ' 
• 	 . Th. R.publica.. fwulllllldaeme clearly ratruemrtl the dynamics of die MecU.calci 

pm......... StaleS will alway. 'be flIcedwlth poOl" and lick1'Ol'U.lI1UUI1H. Wilhow. Ii &uanmtee or 
federal fUnc!inJ to support meetiDa the Mlds ~f~popuIationa. itwill 'be lta to the stat •• to 
balance 1'CVI:ftUC q~8001_ needs-·'thoy mriy bC fon:ed eltllDr to raise taXCI5 or.rcd\ICiC 
services. These dynamics clearlY. ~the coDCcpt of-,uanmt.eed" I'.iOverage orderiDed 

. populatiOJ15 \lith a meaniJia1.Ul beDdi.t package. ,~ 

http:meaniJia1.Ul
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• 	 The RepubUu1I btlI would chaqe tbl iDlnlmum Jed.ral MltcIliDl-Mllltll1&!C Penentaae
- (FMAP) from. 50 perWlt to 60 pen:ent. This abaDie would allow many !ltatu 10 decrease 

total Medicaid funding and the: state uo.nttibution required to lenerate th~ eapped tederal ahan 

ofdollars spent on Medicaid. StBtr:s have the incentl'Rto withdraw Iarce 8m.01U1tS of state 

Medicaid iUndiDg, makiui total cuts much Jarger t:haU the propoRd $72 billion in fec1cml cuts. 


-	 I - 
• -T ... J1ePUbUcsD 11m would rept.1 the I1mltatloll.PlaC*l 0Jl provider tuM ad dOlLatio... 

tebtme.. \Vhen sWOt had unlimit&i U!eof such f!~lns mechani~ms in the late 1980'.11 and 
eatly 1g90's, Mec11ca1d spen4t.na growth reachec:1 alDlost 30 percent annually. Once blpan:lsan 
legislation Hmited these schemes. MediClid spendinK IlOwth fcllllubstantially •• to about 10 
percent a year. hpealing1hese limitations would at"" states the iDcentive to use these sehemea 
to reduce,the state contribUtte»ft to Mgdioaid even fw1hcr. 

i 

PROTECTIONS FOR BENEFICIAlUES AND TAXlA):'EBS
I 

TheAd.m iniltration propolll maintaW a variety oi' currca.t ~w quality protections includins ~ascd 
c::arc plans. and -ruso contains fj n..nci~ protections for me mnlily n~mbeu ofnurtinS home residents. 

-: 
i 

The Republican bill would eIther climina.rc or reduce .leu~ the following lona-standing provisions 
that ensure quality and protect the &mil)' ~embm ofbeneflciaries. -' -I 

. -

• 	 'rll. bUJ repeal. tltl. XIX and- n:pl.Ce~ il witb & new title. This'dwlgc smously 
compromise" the existins framework Ofquality 1tIndards. beneficiary and family financial 
I'roCOWODl. mel prgaram &eOumabilltyby e1jmhietiJ1& numerous provisions that prottCt 
ben.e:ficWiea, provldcn, aa4states. 

, The llepllbUclJl bill dOli D011llclude eritical federal quCl.l.lty stlDd.rds for bistltutio.al 

Cllrlag for people with IDllltai retardatloD and dn-cJopIDcntal dbabWdcs. There DR no 

federal standards to assure })asic riaht.\ such IIprotection fi'om abuse &114 neglect, treatment 

dOElisnOd to uaiSt tho perioD in adU'vins the PIULtMt t,vel of indtpen4ence. mel tho rip\ 10 

adequate health coare. : 


I 

• 	 There II no meDtioD ofquaUt)' Iftaadards lor 1Il1~,ed an plans. Given that almost one· 
thUd ofMelC.ticaid beuficiuici aro fJl)W mmanaged CiIr=, m.au.sed care quaJity provi.ioftl are 
cmmliol to plOtcct '£lit: bealth ofmWiona ofpeople. ~! 

I 

• 	 The B..pubIlClIl bUt exPlllda llitea' abWty to im~c eod ,haria. oil Medicaid 
bea.eficiartea. Unlike cumnt law, which bll1ltatC1 D:om imposiq c::o-paymCDtS .on children 
01' OD ptepno)" nlattd 1JCIt'Vices,. the 'Repu'bUcan 'b~ woulcll11ow COlt lbarins for c.biI~ ADd. 
~women for my ler\'icc except preventive and primary iC:I'Vices. as defined. Dr the stato. 
In addition, c01)&ymei1ts could be imposed for all o~ services to the elderly and di5u.bled. 

, 	 

http:bistltutio.al
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- 1 • 	 UDder die RepahHam hID, adult aJalld.rr:a auld. 'be required to pay tor Ilaspjta) are. .'! 

phys)Q.... serviaea, or uy oth.r ••.-.,t.,. (aapt ~nl term oare) for their parmta 011 . i 
I 
I' 
I'MedIt:a1d. 

I 
l• Tbe prohJbitloillD current laW apinst balance blmn.by provide" for amounts above the 

MediOIlWl'I1t. would b. ~c1101'moat ~ Although the Republican bill zetaiD&I 8 

DOminal prohibiticm OD b~ biUiq by numng h~CII, tbia could be celily c:ircUlllVClltcd by 
re.deflntns whaf Is covered U ·*nurBt.a.g home IIrYIces.,. Because states have complete 
flexibility to dcfiJle benefit revels (amoUllt. duration,!and seope), element. Qfcare DOW in the 
'balic beae.til, the cost ofwhich is in the basic ta1c and, not subject to balance billlna, could 

' ....- 'Lill' ~th· . " ':N-~ WII. rI8J'ODSlD ty 01 .'patient. 

• 	 The RepubllcaD bUJ "auld aUow abita to review ,lid tnaafcn .5 far liIack II they wuuld 
like in detemblln. eHc,ibility for Medicaid. Curl'caJly. the look 'back pcrlcd is 36 months. 111 

, wJc.UlJ.cm, illates could hroidllll1 the ICOpl ofthe penalty (now Iimir4d. to denia.l ofcertain Ions 
term cue; benefits) to GIl)' or all benefits. Implem~cm ofsuob. an approach oould IOriou,sl)' 

',' 1imlt eligibility tpr Med1cald, m:D. in those iDstanCCIJ wb.c:rc ISsets were LrdnSCerred years in 
advance ofapplication for Medicaid, or WII11 DOt t.nulsferred for the purpose ofgaining 
eliglDiIiLy. 

i 

• 	 Tho bill replacu cu.rnnt IJlw ",Ida complete tlcilb.1Hy reprdia.....ccrverin fram dtatea of , .,dec.aied bellelidaiiel. Assets, .in~ludinj the ~1DeeC1ed by'sUivlvOts comel be at'dik of 
Jbein2 claimed by the state. ,I 

,I . 

http:wJc.UlJ.cm
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THE IMPACT OF FLOORS AND CEILINGS IN tHE MAY lIS'!' REPURr.TC.AN 
MEDICAID BILL; . 

! 

Summary: Most IItate. are aUoested tbeir bale gr.ant swumnh al the floor percentage, the 
ceiling percentage, or by R direct alloCAtion (J .ouiAjana~ 

I 
in the May lIst Republican 

Medicaid Bill: . i 

Year 1997 1,,8i 1999 2000 2001 2002 

Statea reeeiving a :Door pereent 15 19i, 26 24 27 24 

States receiving a ceiling percent ]2 
I

18, 11 23 11 20 

Special Allocation (Loublanl) 1 t'i 1. 1 0 0 

Total 48 48!I 49 48 49 44 
I 

I 
Between 89 percent aDd 96 percent of tbf. bale grant ~ntal funds of 5797 billion are 
allocated to state. at either the floor pereentage or th~ ceilinl percentage. Very few statel . 
and less than 10 pertent ofthe fundi are aetually computed through the needs based 
formula. 'I' 

i 
I 
i 

Floor pel'eentage..l in the May 21 st Republican Medicaid bIll are 4.33 percent for CI:IL:h of 
the years between 199M and 2002, or 3.5 percentfor FY 1991.3.0 percent fur FY 1998, 
2.5 pe.rcel'1.t fnr FY 1999.2.25 percent for FY 2000, and 2.0 percent for 2001 and 2002. 

I 

'j 
Ceiling percentages are 9.0 percent for FY 1997. and ~~lhci 6.41 pcn;cnt or 7.22 pcn;cnt 
in other years. 

-"-."~' "'''''''-'-'-~'!' ." ,..".-:". " ... ,_ ....: ".'~"': 

http:1999.2.25
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floo,.. & Colllnie 

. The Impact of FIMf8 and Ceilings 'n the May 21at Republican Medicaid Bill . 

FIsc..1VI.' I 
1887 1ItI 1888 1000 2001 

o' 

I 

NumDlnl Of scam, aUDIt;C to Fico ... 1. 28 ae iM 27 

N.umllt,. of ltate.lub],!;t to Calling. I. 18 U 1 23 23 
, 

!pwc;I.' Allocations (LA) 1 1 1· , 
1 0 , .. " .. I 

" 
Total NUlllber of Stato, Sub],o' to 1 

FlOOrs ceillnas. lDeCI., Alloe. 4.1 .. 48 .,. 40.. 

~ ILlbJec:cto F.,'oo,., Collins' I 

and SJ'8Chal Allocation. $98.6 510.0 $107.1 $'" 1.9 1'20.3 
I 

Money NOT Subject to FlOO,.. I 
Collinge, Spoel., Allocatlonll, $8.8 $4,0 seA $7.1 $4.' 

I 

Tollli ~und. Allocated $103.3 S1093 
.. 

$113.5 5115;0 5124.7 , " 
". 

P.1'e.nt Raled on Floor. I 

and Camnlil_ 83."% IIU8% 04.37% IU*% 08.45% 
I 

.. 1 
.. 

Netea: .1' ,I 
(1) Flool'II for oach '1oar al'8 U3% fer FY 1;0&.2002, or 3.5% fer FY Ulg7. 3.0%:tor FY 1998. 

2.6% fOr FY 1999 2.25% fOr FY 2900, 2.0,.1or pry 200t,lJlld 2.0'>61or FY 2002. 
(2) Colling, 1111'8 9.00.4 for FY 1887, 8 . .411!4 aM 7.22~ for other year.. : 1 

1~~oun::e: GAO proJeGUonl of ""ev, Madll1ilid A11cx;atlona. 7 Yr Fllndlnll $7G7 B, Co"at'cI 
Pro;ram NHd, Relative Cellinos (1331150) Floors (3.5,3,2.5.2.25.2)" 
AnalYlls by the u.~. l)aPlrlnlent of Hoelth and Iluman Sorvlces. 

I , 
.1 

I 
I 

I 1002 

24 

20 

., 

044 

$118.1 

'14,8 

5130.7 

8•."'% 

Total. 

$655.2 

$43.3 

$699.6 

flf81 % 

. 

! 
I 

I 


.1 


I 


FLOOIlE)')(LB 
1 


,I 

······..··i ',.. -,--...~..,-..,..... """-,--"-'" ,..,~,-". 
I 
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. Floors and Ceilings " 
93.81% 

UJ 
m
:z ..... 
UJBudget Allocations in the"May 21 st Republican Medicaid Bill 
-< 

93.81 Percent of the Base Allocation is Subject to Floors or Ceilings .,. .... 
o 
X 

......,. 

.,..,. 
o 
"0....... .... 

", -:3 
'0 .... 

OJ 
I 

..... 
I 

CD 
OJ 

..... 
~ 
c:o 

"-0 
31: 

Allocation by Need 
~--~'---·--'6.~19%--

.. 

, 
4 

" CD ....Base Allocation ..... 
OJ 

,-! -:3.... 
Source": DrtHS analysis based on legislative provisions in the 5/21 Republican .Medicaid Bill. 

~ 

Note: The "floors and ceilings" category includes the allocation for Louisiana and minimum of 0.24%_ .....'"' 
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I 

BUDGET ALLOCATIONS IN THE MAY 21ST REPUBLICAN MEDICAID BILL' 
, 

!
I 

93.81 Percent of the REUle .AJlocation is Subject to 'loot? 01' Ceilings . 
. 	I

I 

I 

• The "floors" for each year are 4.33 percent for FY 1998-2002, or 3.5 percent for 
I ' FY 1997,3.0 percent for FY 1998,2.5 per~nt for FY 1999,2.25 peroent for FY 

2000, and 2.0 percent for FY 2001 and 2002. . , 	 " .. 'I ' . 
• 	 The "ceilings" are 9.0 percent for FY 1997,16.41 percent and 7.22 percent for. 

other years. i , . 

• 	 The 93.81 percent is! the per~t ofthe moJey allocated at either the floor or the 
c.eiling tOr FY '1997.2002, or $656.2 billion ofS699.5 bil~Q.n ($699.5 billion is the 
base allocation minus I'Y 1996 I.Uld the amc>lmts for the territories). FY 1996 is. 
not included in this calculation as the floorS I.Uld ceilings are limits on the increase 
from one, year to the next, and FY 1996 is the beginning point tor the calculations. 

.1 	 .I . 

• 
• 	 I 

Loui&iana is given a splI!!.ci.tie~ allocation.oti$2.622 billion tor FY 1996.2000. 
This amount is in.clude4 as being VJithina floor or ceiling. In addition, the bill 

. , I 

specifies that no states el.Ul receive less than 0.24 percent ofthe total base 
allocation tor each ye.ar; states receiving th~ 0.24 percent are considered to be at a 

.' I'floor. 	 I 

.] 

~U~: i 
GAO projections of'j.Kev. Medicaid AlI(l('.fttions. ?Yr. .Funding $7!-17 li, Congt'd 
Program Need, Relative Ceilings (l:nl1 ~O» Finn" (tS.:tO, 2.S, 2.2S. 2). AnaJy~i" hy

I , 	 , 

. the I leI'!rtment ofHealth and Human Services. ' 

http:1997,16.41
http:1999,2.25


(I) 
m z 
-I 

OJBudget Allocations in the May 21 st Republican Medicaid Bill -< 
.,96.30/0 Percent of the Total Allocation is the Block Grant ., 
X 

($ billions~ 
o 
X 

-I., 

Block Grant $797 

.:;., 

., ~ 

$4 

1!Xcess-'urowth Umbrella 

., 
n 
o 

-.:::0 

.,., 

.....:I 
CJ 

"" 

0> 
I 

Ul 
I 

co 
OJ 

Ul 

.lao 
CJ 
-u 
3: 

$26---,:-

l 

co 
.lao 

0>j Total Allocation 
Ul 

.....:I 
! .... 

c:.;1 

Source: DHHS analysis based on legislative provisic;ms of the 5/21 Republican Medicaid Bill. 
*"Note: The "Aliens/lHS Pools" category includes the undocumented aliens and IHS pools. 0> 

I 
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I 
BUDGET ALLOCATIONS IN THE MA~ 21ST REPFLICAN MEDICAID BILL 

96.3 Percent of the Total Allocation is the Block Grant! 
I 

This figure contains the basic budget allocation speeifiedin the legislation: 

Block Grant (base allocation) ",. ,! $797 billion 
Excess Growth Umbrella Fund 'I S 26 billion 
Undocumented Alien Pool $ 3.5 billion 
Indian Health Serviee Pool $ . 0.5 billion 

Total $K27 billion 

Source: 1 

UAO projeetions of'iRev. M~iC8id AUor.ations, 7Yr. Funding $797 R, Com~t'rl 
I

Program Need,~elatlve Ceilings (1 :BIl,SO), Flnnr~ (tS, :1.0, 2.5, 2.2S, 2). Analy~i!l hy 
the Department nfHeallh and Human Services. I 

I 

i 
I 

":....-'.. ~.-'---....... '''~ 'I''' "" ... '.
"I"'''''' ".'- '":''"''., 
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:z 

a:J 
-< 
XThe May 21st Republican Medicaid Bill .,o 

X 

--i 
oBudget and Funding Allocations 	
o 

.,..,. 
·0 
"0 

.,n 

-::I 

N($ billions) 	
C 

0> 
I 

.U1 
I 

. 	CD 
0> 

U1 

.... 
-c 
:ill: 

.. 

Floors/Ceilings Need Umbrella Other . 	 ." 

CD .... 
U1Category 	
0) 

-::I .... 
Cal 

Note: See accompanying writeup for an explanation of the categories. :81: 

Source:DHHS analysis based on legislative provisions of the 5/21 Repuhlican Medicaid Bill.· CD 
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THE MAY 21ST REPUBLICAN MEDICAID BILL 
• 	 1 

BUDGET AND FUNDING ALLOCATIONS 
'I 

i
(Numbers Presented are :Ii BOOons)

, 	 j 

Tbis flaure takes the total amount for.the bill and breaks it into four categories: 
. . I 

• 	 «Floors/Cellinis.. •• The amoWlt ~bject to floors.and ceilings (5656.2 billion ;
the allocation ot$96.6 billion tor FY 1996) 

I 

• 	 "Need'··· the amount ofthe bue grant not[SUbject to floors and ceilings ($43.3 
billiun) !' 

• 	 "UlUbi'Clla" •• dle 8JllOWlt estimated In the !back~'OWld iuIQI1nalioll fUf lh~ 
.umbrella. fund for excess enrolllllent ($25.1 billion) . ' 

I • 

" 
I 

• 	 "Other"·· the i'IlUOWlt allocated for the wldocUIllellted aliens pool ($3.5 billion),
• . 1 

the Indian Healdl Service pool (SO.S billioil), Wld the additional direct allocations 
for Louisiana (50.037 billion) and Nevada.!(SO.270 billion). . 

. 	 I 

Source; 
GAOprojections of"Rc:v. Medicaid Allocations, 

·1

7Yr. F'Wlding $797 B, Const'd 
Program Need, Relative Ceilings (133/150), Floo~s (3.5,3.0,2.5,2.25,2). Analysis by 
the Departlllent ofHca.lth and H'WllaI1 Services. I 

I 

I , 
.r 
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THE MAY 21ST REPUBLICAN MElJTC:A II) HJ.J..L 
BUDGET AND FUNDING ALLOCATIONS 

(Numbers Presented are P~rceDt.ges) 

This figure takes the total amount for the blll and breaks i~ into four categories: 
1 

• 
" . 

"Floors/Ceilings" •• The amount subject ~ tloors and ceilings (1656.2 billion + 
lhe allocation of196.6 billion for FY 1996) •• 91.1 percent. 

. I ' 
• "Need" •• lhc: amuunl uf the base grant notl subject to floors and ceilines ($43.3 

billion) •• 5.2 pcrcc:nl. : 
I 
I 

• "Umbrelll1" •• Lhe amuunl esunulled in the: background information for the 
wnbrclll1 fund fur ex.cess ~ul1ment ($25.~ billion)'.. 3 percent. 

, 

• "Olln7" •• Lhc: amuunL Wlucated for the undocumented aliens pool ($3.~ bUllon). 
the ll.ldia.u. H~lh Service puul (SO.S billiutt). lUld the additional direct allocations 
fOI Louisiana (SO.037 billion) und Nev~ulat$0.270 billiun) •• O.S percent.

, ' . , 
I 

Source: :1 

GAO projcctions of"Rev. Medicaid Allocationst 7Yr. FWlding $797 B, COllst'd 
Program Nced, Relative Ceilings (1331150), Floots (3.5, 3.0, 2.5, 2.25, 2). A.n.a.lysis by 
the Department of Health and Human Services. : 

, 
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THE REPUBLICAN DILL STILn FAILS TO MEET ' , ' I 

THE PRESIDENT'S BASTC PRINCIPLES' FOR MEDICAID REFORM 
, '" . , 

I 

The Republican hill stilllaib to meet ~aDY ,of tAepresid~Dt'I'he.ie principles for Medl~Rid 
reform. I 

'I 
These principles include: 	 I ' 

, 	 J ' , , 

• 	 A real, enforceable federal guarantee ofcoverage for a defined benefit package 
• 	 Adequate end Approprio.tely shared federal and state',financing 
• 	 Beneficiary protections through quality standards ~d accol1nta~i1ity 

THE REAL CUARANTEE OF COVERAGE I 
, , I 	 , 

Any "guarantee" of Medicaid coverage bas three critical coinponf.n.ts: 1) elig;hiJity, 2) benefits. and 3) 
, 1 ' 

enforccment. Without anyone of these necessary elements~ there is no tnle guaranU¥! of coverage. 
The RcpublicDIl bill bas significant problems in all three m:eas of the coverage guarantee. 
Eligibility " , 

While the Administration proposalmaint&it:Js allcurrent la~ mandatorY and optio~ 'eligibility groups, 
the House Commerce Republican bill would alter exiAtingleUgibility criteria thereby eliminating the 
suarlUlt.. ofcoverage for some cunently.eligible 8"'111". ,iThe blll: . 

• 	 repeala tbe phaae-iD of Medicaid coverage for children ages 13·18lD famfltes with iD,ume 
below the Federal Poverty Level (FPL). I 

i 

. 	 I 
• 	 offers each state tbe option of using either: 1)th~ federal definition of disability, ur 2) i&1I 

own definition of disability. Thi!l could result in 'fifty separate state definitiQIls, im.lt.ead of 
current policy. which has a federal definition. State definitions ofdi~bi1iLy wuld eliminate 

I 

coverase for disabled people who have more specIfic and complicaLecl nceds for Medicaid; or 
states could redefine disability to shift costs to the ,federal govemmcnL. ' 

., I 

• 	 permits additional eligibility limitation. based on age. resldeDc~ and employment 0)' 

Immigration statu.. ,: " . 
, I 

, ' 	 I 
• 	 eUminate. the current guaranleeoftransltional medicalllllliltallce tor individualslosiDg 

cash alllstRDce due tn proposed time Umlts or other pro~hJiOIlI1u welfan reform. 
, , 1 

.' 	 ,',j'" , , let~ ltates define what cOD8t1tutl.lnlolumt altd re.otlreee. If income and resource tests are 
more restrictive than cwrent laW,thcll a l&'ge nwb.bcr ofc:um;nt ~neficiarie9 could lose their , 
eligibility for Medicaid. For exwnple, it appears 'bte8 may C\'cn have flexibility to restrict 
eligibility based on home ownership; Under C\lrT~nt law. a home ofany value does not affect! 
person's eligibility. Under the Ropublic:an bill. ~rmc owners could be found ineligible. . 

/
t 

'/
I 

. """:'"' , .", -, ........-..... "
" I,,' 

http:coinponf.n.ts
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Benefits 	 I 
i 

While the Administration proposal would maintain all currihtt law mandatory and optional services, the 
Republican bill could lead to drastically scaled.back and inluiequate benefit packages. There would be 
,no "required" services for optional eligibility groups. i 

• 	 The bill gives states complete flexibility to deftn.!th. adequacy of required beDefits (the 
"amount, duration, and scope" of benefits). The Secretary does not have clear authority to 
affect states' decisions regarding amount, duration, lmd scope. As a resultJ states could restrict 
benefits drastically, thereby further undermining thb guarantee to coverage.

" 	 I " 
• 	 StatewideDcss requirements would be eliminate~. States could arbitrarily offer different 

coverage and benefits packages in different parts of the state. This could also result in loss of 
coverage for certain populations that tend to live in, specific areas. 

:1. " 
• 	 Comparability requirements would be elimlnat~d. Sttues could reduce benefits for certain 

populations (such as HIV positive beneficiaries). Alternatively, states could provide richer 
benefits to favorable groups."' 

I 
• 	 "Treatment" under EPSDT is severely curtaUed and requires treatment only for dental, 

hearing and vision sen'ic:el. Treatment is not required for other services, illnesses or > 

conditions discovered by health ~reens and examS. This means that children diagnosed with 
certain medical conditions may go untreated. Under current law, children diagnosed (in an 

I 

EPSDT screening) with medical conditions must be treated. 
" 	 I 

! 
I 

• 	 Federally Qualified Health Center (FQHC) ancJ Rural Health Clinic (RUC) ierrices are" 
mandatory servlc'e. only for the fint eight qua~ers after the program is enacted in a 
state. After that time, they would be optional services. 

I. " , ; 

• 	 The Vaccines for Children Program is repealed, while making childhood immunization a 
mandatory service. States are given,flexibility to;set their own vaccination schedules. 
Elimination of VFC funding will mean fewer vac~inations. > 

0" Federal funding for abortion sen'iclI would b~ permanently limited to instances of rape, 
incest, or where the Ufe of the mother is in jeopardy. 

, 	 1 

• 	 Family planning s,ervtces are limited to "pre-pregnancy" family planning semus and 
supplies. , ".: " 

Enforcement 

A real guarantee of health coverage must include an adequate enforcement mechanism. The 
Administration proposal maintains the right ofbenefici~es to enforce their federal program benefits in 

I 
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,federal courts, assuring thAt MediQaid rlQipients have the" saine due process rights everywhere in the 

United States. HowQver, the Republican bUlhas serious weM<nesses when it comel to ,enforcing the' 

rights ofMcdicaid 'bcncficiories. I ' 


• 	 The RepubUcaD bm removes the right or b~.ftei~ries t~ lue in federal courts. 
Beneficiaries could file a petition for certiorari before the Supreme Court ofthe United Stat.e~. 

, 	 ' I • 
but only o.fter all state appeal mechanisms are e:~ha~ted. Otherwile. only the Secretary ofHHS 
would be able to sue in federal court on behalf of individuals. No federal right of actiori 

I 
means there are no guaranteed enforcl5sble federal benefits for individu8.I~. ' , , ' ! 

.' Without federal court rulinss, Medicaid law may not have con9istent inte1'}"lretations across the 
- ' I 

no.tion.j 

• 	 , Medicaid would become a federal program conternhe benefltA on individuals without a federal 
enforcement mechanism-·a virtually unpreCedentedisituatiOn. 

FINANCING 	 , I 

The Administration proposal protects States from enrol1m~~t increases due to e~nomic downturns,. 
and from demosraphic changeS! by maintaining the, sharedfederaJ..gtate financial responslbllity through 
a per capita cap.- The Republican bill does not guarantee ipnding for all new enrollees. 

The base 'undiDI formula in tbe Repllhltean bill bAI b~en .len before: II'. the basle Medigrant n 
formula. It's a funding 'stream and allocatjon aerogs state~ withe$sentially the same componcnl pw ' 
defined by the same fOf'MuJas and Jeghdative J811guage in ~lier Republican bills. Now the: block. grant 
is embellished by a limited umbrella fiJnd. Ahout 97% offunds flowtbrough the MedijjfWlL'II block 
grant formula. About 3 percent is attribllfAhle to the new ~brella fund. 

. ! 
. " ' 	 , 

, The funding formula provide. very limited risk protec;tion for enrollment Il'owtb. 
,I 	 ' ' 

• 	 Funding growth t. not linked to comparisOD."enveen adualand prujeeted enrollment, 
and tbe umbrella provideJ one time only adJust,meDtl that do not urry forward to 
sUb.equent yeAn. This is not the kind ofprotedlon I.u be: e~pected from a true federal-state 
partnerlilhip. Tnstead, like earlier Republican pbUl:;~ it li.mits federal responsibility and shifts the 
fiscal burden to the states. The calculations ~sucil1led with-access to the umbrella mechanism 
limit ~~S to the fund and ueat sta~ unevenly. 'I 

• 	 Tbe Republican funding Icheme clearly resti-u,turel tbe dynamics or the Medicaid ' 
prolram. Statel$ willaslways be faced with poor a.nd sick popul&Uions.Without a guarantee of 
federal funWna to ~pport meeting the needs of~ose populations, it will,be left to the states to 
bIUtull.,)C ,'cvenue against so,ietal ncccia--they maYlbe forced either to raise taxes or reduce 
services. These dynamics clcf1I'ly underm.ine the cpncept of"guaranteed .. coverage of detin,ed 
populations with;a meaningful benefit package. ! 

."....~,_'··O- .... _ ..... ':'_,,·_·.':'I"": '~.:-."::. '''-:'''H1, 
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• 	 The Republiesn blll "",ould ehange the minimum, Fedel'81 MatcbJng As.istance Peftent8ge 


(FMAP) from 50 per~ent to fiO percent This change would 'allow many states to decrease 

total Medicaid funding and the state contribution required to generate the capped federal share 

of dollars spent on Medicaid. States have the incenj:;ve to withdraw large amounts of state 

Medicaid funding, maldng total cuts much larger th~ the proposed $72 billion in federal cuts. 
, 

• 	 . The Republ1c:an blU would repeal the limitation~iplaced on proVider rani and donationll 
schemes. When states had unlimited use ofsuch fiIlanclng mechanisms in the late 1980's and 
early 1990's, Medicaid spendlna'arowth reached alIhost 30 percent annually~ Once bipartisan 
legislation limited these schemes. Medicaid spend~i aro~ fell substantially ~- to about 10 
percent a year. R.epealing these limitations would give states the incentive to use these schemes . 
to reduce the state contribution to Medlcald even tutrher.I . 

"PROTECTIONS FOR BENEFICIARIES AND TAXPAYERS 

The AUmini~lr~liun propusW. milinU:Uns ~ vurieLy uf currenL! l~w quality protection:s including managed' 
care plliWl, and W80 contuimlfinam.;w prul.ccliuns fur the fW::nily mcmbe:ns ofnursing home residents,

I 	 . 

The: Republican bill w~uld cith':r elim.imltc or reduce I1t le~t the following long.standing provisions 
th~l c:nS1.lIC: "wdily ~ml prutccL the fillIlily mc:mbcni ofbcne;ficiarlcs.' . 

i 
! 

• 	 The b1ll repeals title XIX an.d repblcel It with a n.ew tille. This clumge scriuusly 
compl'01llises the existing fi:8.111CW01'k ofquality sta.lld8.l'ds, beue.ficial'Y and fi.uuily fimmciul 
pro~tiOllS, and pl'Ognun ~Wltabllity by elil11l.u4ting DUmerous provIsions that protect 

.L'l" . 'd d 	 IbcnCdCUU1CS, prOV1 crS,an states. . . 


. i' 

• 	 Th. RepubUeau bill,doea Dot include critical fe~eral quality standards tor institutions 

cariDI for people with mlntal retardation and developlDental dlsabmt1'IJ~ TIlel'C are 110 

fedcl'a} standeuus to assU1'C basic dghts, such as pi'olcctlon fronl abuse and neglect, treatment 
designed to assist the pcISon in achieving the grca*st level of independence, and the light to 
6d~quAte health Ute: I 

I 
• 	 There is no mention of quality standards for m~aled care plalls; Givc:n that almost onc

third ofMcdieaid beneficiaries arc now in mtU1ngc~ care, ~l1ged ~e qWllity provisions are 
essential to protect the health ofmillions ofpcopld. 

• 	 The Republican bUt cxpan,1a atatea' ability to JpOI. eOI; Ibaria.g on Medicaid ' 
beneficiaries_ Unlike current law, whi~h bars ~te8 from imposing co-payments on children 
or on pregnancy related services, the Republican bill would allow cost sharing for children and 
pregnant women for any serviee e:!Ceept preventivel and primary se.rvices, as define.d by the state. 
In addition, co-payments could be imposed tor a11'bther services to the elderly and disabled. 

, 	 I .' . 
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• 	 Under the Republican btu, adult children could be nquired to pay for hospital care, 
phYllicbms senites. or allY other lirvi~e (elteept ~ODI torm care) for their parents 011 
Medieald. i 

I 

• 	 The prohibition In eurrent law 8pblst balance boong by provlden for amounts .bove che 
Medieaid raie would be repealed for mOlt s.rvic41J. Although lhc: Republican hi Il retains a 
nominal prohibition on balance billing by nursing h~es, this could be easlly circumvented by 
redefining wlwt is covered 8.41"nursing home serviCC:s." Because lilates have complete 

. flexibility to define benefit levels (amount, dutatio~ and leapc:), elements ofcare now in the 
basic bcnefiL. the cost ofwhich is in the basic rate o.tid not subjecllO balance billing. could 
become the responsibility ofthe patient.! . . 

I 

1 

• 	 The: RepubIielUl bUI would aI]ow statN to review alset transfers a. far back as they would 
like in determmiDl eUpblUty for Medicaid. Cumntly, the look back period is 36 months. in 
'addition, states could broaden the senile of the penalty (now limited to dellhd of cenain long 
term core benefits) to my or all benefit~.lmplement.4tion of such lID approach could seriou.qly 
limit eligibility for Medicaid. even in those instance. where assets were u:ansferred years in 
advBnce ofapplication for Medlcaid. or were not tr~feITed for the pUlpose ofgainini 
eligibility, . . I . 

: . 
I 	 • 

• 	 The bill replaces curreot law with complete lleslbUity regardine recoveries tco.m estates of 
deceased beneficiaries. A!!sets. including the home,!needed by survivors could be I:I.t risk of 
beinS claimed by the state. I 

'1 

.1 

.i 
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