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• 	 WELFARE AS AN ENTITLEMENT 

QUESTION: 

What is the A~mintstration's }X)sition on the welfare entitlement? 

ANSWER: I 

• 	 This ~dministration supports reforming welfare the right way, through a reform plan that is 
strong,on work and family responsibility, but does not punish children, 

• 	 OUf preference has always been a conditional entitlement ~ it is in ,our own legislation, it 
was in the Daschle bill which we endorsed, and it's still our preference. 

• 

• What we have to have is a basic safety net for childr.en. That's why protecting foster care 
and child welfare programs is very important, and why we want to maintain a bask 
nutritional safety net through food stamps. We also need to have protections for states and 
poor f~miJjes in case of recession, and we're pleased that the NGA pro~saJ includes a 
contingency fund for states, which when combined with adequate maintenance of effort will 
ensure thai states have the resources they need to require work and protect children. 

, 

In addJtion, we believe help should not be given out on a first~come, first-served basis~ a• 
lottery; or, worse yet, based on some bureaucratic process which determines when money is 
available and when it is not. 

• 


http:childr.en


• I 2 
I 

DIFFERENCE BETWEEN REALm AND WELFARE ENTITLEMENT 

• 


QUESTION: 
, 

Why does the'Administration defend a guarantee of health benefits for the poor, but drop its 
insistence that welfare also remain an entitlement? , 


i 

ANSWER:' 

, 
II- OUf preference has always been a conditional entitlement - it is in our own legislation, it 

was in the Daschle bill which we endorsed, and it's still our preference. 

.. 	 What we have to have is basic safety net for children. That's why protecting foster care 
and child welfare programs is very important, and why we want to maintain a basic 
nutritional safety net through .food stamps. W. also need to have protections for states and 
poor f~miHes in case of recession, and we're pleased that the NGA proposal includes a 
contingency fund for states, which when combined with ade!luate maintenance of effort will 
ensure' that states have the resources they need to require work and protect children, , 

• 	 Having said that, welfare and Medicaid are (undamentally different programs, with vastly 
djffe~nt goals for reform. 

'" 	 Nearly everyone agrees that our welfare system is broken and must be fixed, Uoder 
welfare reform, our primary goals are to move people from welfare to work. promote 
parental responsibility, and protect children. That's why we've insisted at a minimum on a 
contingency fund that will protect states and families in times of recession and a requirement 
that stfltes continue to invest in a work~oriented welfare system. Ensuring equitable 
treatment, as in the NGA proposal, may bl.; one way to ensure these fundamental 
protections. 

• 	 Medieald, by contrast, is a program that already meets its primary goal: providing basic 
health insurance to the poor and disabled. Our main objective in Medicaid reform is 
contai,ning costs and making sure states have flexibility in administration, OUf proposals 
must be designed to meet those goals, while still guaranteeing health care coverage to the 
most vulnerable among us. 

• 




3 • . VETO OF WELFARE CONFERENCE BILL 

QUFSI'ION: 
I, 

The President has listed welfare reform as one of his main priorities over the past three 
years. If welf.ire reform is so important to this president, why did he veto the bill 
Congress sent him'! , 

ANSWER: 

The President is determined to enact national welfare reform this year, and he has • 
, 

consistently urged Congress to send him a bipartisan bill that would get the job 
done. I,nstead, Congress sent him extreme legislation that would have done little 
to move people from welfare to work and made unnecessary cuts to programs' 
serving 'disabled, abused, and hungry children, The Administration will continue 
to work~ with the governors and Congress to craft a bit! that is tough on work and 
responsibility and protects children. Remember too that this President has already 
given 37 states the flexibility to impose time limits, require work, and strengthen 
child support enforcement -- that's more than any President in histOry.• 


I 
I 
I• 
, 

, 



4 
~. 

\\lIffiISN'T THE SENATE BILL GOOD ENOUGH? 
I, 

• 


QUESTIONt.: 
I 

Why isn'Ub~ate bill good enough for the President now when it was good enough last fall? 

ANSWER: ' 

... Last:Talthe President welcomed the Senate welfare bill as a promising starting point- that, 
with,aiJlinonal work, could lead to a true welfare reform bill. He noted that "despite the 
progresi.we've made, our work isn't done yet. .. We'lI be working hard to build on the 
bipartisarprogress we've made... " 

I 
.. Rather:fJan building on the Senate effort, however, the welfare reform conferees took a step 

backwad; .producing a bill that made deep and unnecessary cuts in assistance for disabled 
childreu..1egal immigrants and children at risk of abuse or neglect. The conference 
agreem~t also eliminated the guarantee of medical coverage for families on welfare 'and 
failed UDgive States the resources they will need to move recipients into the workforce while 
maintIiiling the safety net for poor children . 

• The lbaident very much hopes that Congress takes this opportunity to build on the 
Govemars' proposal, in a bipartisan manner, to craft a welfare reform bill we can all 
supJX!l'l., 

• 




5--. ADMINISTRATION SUPPORT 

In his Sj:!I!Itt:IitlDd\e NGA, President Clinton seemed to imply that he would endorse this proposal 
now th31raWJiliJmr chlld care resources have been put in. Would you recommend to the President 
that he liign,tiil\ it were passed by Conjlress1 

, 
ANSWER:, 

• 	 l'Iro8iillll1l€Iinton and r applaud the bipartisan work of the Governors in developing tl,e 
NGl\':JlIPDsal. However, it's premature to make any recommendations at this point on the 
N\i;'AJliI!Osal. We still need to see the details of the proposal in order to evaluate whether 
OI'motJlJc:proposal meets the President's requirements for real reform. 

• 	 w.';""""'Y pleased to see that the proposal calls for an additional $4 billion in new federal 
funilsillircliild care, that the contingency fund is increased by $1 billion and it includes a 
f()Dl.t~ftrigger. and that there is recognition that state eligibility criteria have to be 
equit3Hi:and objective. The proposal also makes the work requirements more feasible and, 

• 
less(~:f6~ states, creates a separate funding stream for the performance bonus, permits 
nmtl1c:s"Vith pre-school age children to work pan-time, encourages parental responsibHity 
t~_n parent provisions and strong child support enforcement measures, and makes 
thetflllli!!cap a state option. 


i 

• 	 Ho_ the NGA resolution still needs improvement in several important areas. The 

Adrrii.t:iitation continues to have serious concerns about NGA provisions for child welfare, 
fooll:arps, school lunch, and child care health and safety standards, We also have a 
cot'll:lClD6lut the potential for states to withdraw substantial sums from programs serving 

. low-ilm:Ie'chiJdren and their families and changing the basis of the federal/sta.e 
pa~/ And we're concerned about protections for individual families from arbitrary 
bureattt:IIiC actions. We'll continue to work with the governors and Congress to resolve 
thes.ems,and create a real, bipartisan welfare reform bill that gets the job done, 

• 




6 • 	 OVERALL GOALS 

• 


QUESTION: 
I 

What does the President want in a welfare reform bill? 

ANSWER: 

As th~ President has clearly stated, he wants welfare'reform that requires work • • 
prom?tes parental responsibility, and prolects children. 

FOLLOW-UP QUESTION: 

What exactly does that mean? Would the President veto a bill that block-grant' food 
stamps or dOesn't have 80 percent maintenance of effort for states? 

, 
ANSWER: 

; 

.. 	 As the President has said, welfare reform must be tough on work -- not On kids, 
The NGA proposal has made substantial progress towards real reform by including 
provisions that the Administration has called for from the start: a performance 
bonus to reward states for moving people from welfare to work; resources for 
child care; conditional assistance for teenagers; a contingency fund to help protect 
states against an economic downturn; and aU of the tough child support 
enforcement provisions proposed by the Administration last year. The NGA 
proposal also eliminates the punitive provisions in the Conference bill -- such as 
the mandatory family cap, Building on the strength, of the NGA proposal, we'll 
c(J(l~inue to work with the governors and Congress to gel real, bipartisan welfare 
reform enacted this year. 

• 
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STRENGmS OF NGA PROPOSAL 

• 


QUESTION: 

The unanimous support the NGA proposal received from governors indicates that it must have 
some positive ~a1ue. What do you think are the principal strengths of the NGA proposal? 

ANSWER: 
1 

The primary strength of the NGA agreement is that is begins to address the resource needs. of states 
in implementing rigorous national reform. For example: 

• 	 The proposal provides $4 billion in new federal money for child care. 
I 

• 	 The wqrk requirements are more feasible and less costly .~ the number of hours required in 
work activities is reduced from 35 to 25 (from the Sena'" bill) and job readiness and job, 
search are included as work activities. , 


; t 


• 	 The performance bonus is a separate funding stream rather than a set~aside from the block 
grant! as in the Senate bill. 

The cohtingenCy fund is increased by Sl billion and includes a trigger based on the number • 
of children receiving food stamps. 

I 

.. NGA recognized to a limited degree the notion that slate eligibility criteria should be 
equitable and objective. 

,. The proposal allows mothers with pre~school age children to work part-time. 

... The family cap is truly optional for states. 

• 




g• 	 OBJECTIONS TO NGA PROPOSAL 

• 


QUESTION: 
I 

What are your main objections to the NGA proposal and why? 

I 
ANSWER: j 

, 
• 	 Overall,' the NGA proposal is a substantial improvement over the flawed Conference bill. 

which the President vetoed, The NGA proposal improves on the conference bill by 
providing· more child care funding, a better contingency fund, a substantia] performance 
bonus for states, an optional family cap for states. and protections. for disabled children. In 
addition, it takes the Administration's approach of requiring unmarried minor parents to Jive 
at home and Stay in school in order to receive assistance, and it contains all of the tough 
Administration..backed child support enforcement provisions. 

However. we are concerned about the effect of the NGA proposal on the federal-Slate• 
partnerShip in this area. The Administration continues to have serious concerns about tbe 

. oplional child welfare and food slamp block grants in the NGA proposal, In addition. the 
proposal would also block grant administrative costs for school lunches. As we've said 
from the start, real welfare reform must promote work and protect children, not be used as 
a cove~ for budget cuts at the expense of our poorest children .. Jt must also require 
accountability of states, so we prefer the Senate hilI's approach on maintenance of effort. 
We'll continue to work with the governors and Congress to resolve these issues and enact 
real bipartisan welfare reform that gets the job done, 

BACKGROUJ'l,']): 

It is important that welfare reform maintain a federaJ~state partnership. This partnership is severely 
weakened by the NGA proposal., 
• 	 CompMed to current law. the NGA proposal allows states to dramatically reduce -- by 

approximately $58 billion -- the resources it commits to poor families and children. It ends 
the federal~state matching structure of welfare programs) which is how this partnership is 

. maintained under current law,, 

• 




• 

• 

• 

• 

• 
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l.JUilli!:the Senate bill, it allows states to transfer 30 percent of the cash assiSlance block 
ggrn:rfDf. services other than assistance for needy families (e.g. the social services block 
gS",,:The trllnsferahility provision might force poor families to compete with other, more 
~Iy powerful constituencies for cash assistance blOck grant dollars, 

UDiiIi<,the Senate bill, the NGA proposal does not require stales 10 maintain 100 percent 
obf~ FY 1994 spending to draw down contingency fund dollars, 

~iJtfdl:event of a national economic downturn, even a $2 billion contingency rund might be 
.m.b:lllted <luite rapidly, During the last recession, for example, AFDC benefit payments 
.T!JSf!iom $17,2 billion in 1989 to $21.9 billion in 1992 -­ $4.7 billion over 3 years, A 
~. sl!ould be added to the bill allowing States to draw down matching dollars during 
a'mlliinal recession even if the $2 billion in the contingency fund had been expended, , 

1tllCa\$ net require a State match or even a maintenance of the IT 1994 level of State 
oimIIIIto alraw down the new $4 billion pool of federal funding for child eare, 

ItWtws !ltate, I<> establish a Food Stamp block grant, effectively ending lhe federal-state 
~iJf for nutrition assistance. If many states took advantage of this option, the 
natiuifs IIlltritional safety net could be seriously undermined, 

.. Thelllnintenance of effort standard is set at 75 percent, as opposed to 80 percent in the 
SeJUUt'.bill and 90 percent in the Breaux amendment supported by the Administration. In 
addltilll. lite definition of spending that counts toward the maintenance of effort standard is 
tool.Dad ­ states can count spending on child welfare, juvenile justice j and other sources if 
thf3tbd'previously drawn down Emergency ASSIstance funds for such purposes. 

I, 
.. TheJroposal makes no provision for federal oversight of state plans or program audits 

witbio federal guidelines to ensure accountability for federal taxpayers. 

The NGA ~ does not provide adequate protections for children, 

• The NGA proposal does not provide adequate protections for children. The proposal would 
give stites the option to block grant fosler care, adoption assistance, and independent living 
assistance which CQuid jeopardize the guarantee o( assistance (or abused and neglected 
childrtn • 

• 


• 
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The proPOsal would not preserve medical assistance coverage for those currently • 

eligible, especially morners (non-pregnant) and teenage children. 

It doe! not include provisions protecting the health and sarety of children in 
child Care. 

• 	 The proposal provides no child care guarantees to indIviduals who are 
participating in work or training programs or those who have left welfare for 
work. 

.. 	 The proposal does not guarantee individual protections. It explicitly ends the 
individual entitlement to assistance. 

to 	 The proposal neither supports nor opposes the immigrant provision included in the 
underlying Conference bill. 

I 


• 


• 
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MEDICAID LTh'K 

QUESTION: 
I 

What is the NGA proposals' position in terms of Medicaid coverage for welfare recipients? Where 
does the Administration stand on severing the link between Medicaid and AFDC? 

I 
ANSWER: 

• 


.. 	 The governors' proposal would end the guaranteed Medicaid coverage for some poor 
women and children now cate&orically eligible (i.e. receiving assistance). II would also 
repeal the phase-in of mandatory Medicaid coverage for poor children 13 and older. It 
would also eliminate the guarantee of a transitional year of health coverage when parents are 
leaving ~etfare for work. These provisions are fundamentaUy counterproductive. since 
many ~r women now choose welfare over work simply because they or their children 
need health care, And they retreat on our commitment to health coverage for vulnerable 
Americans, 

The Adtf!inistration beHeves that providing poor' families and children access to the health • 
, 

care they need is critical to successfully moving people from welfare to work. We support 
the Senate bill's approach, which would maintain Medicaid coverage for poor families 
making ~he transition to self-sufficiency. 

BACKGROUND: 
i 

The NGA propJsals could weaken the link between cash assistance and Medicaid, 

-. 	 States would have to "guarantee" t-.kdicaid, either by continuing the current AFDC rules for 
Medicaid, or by providing Medicaid automatically to cash assislMce recipients eligible 
under Ihe new AFDC rules, 

• 	 Howev",:, this "guarantee," like all of the other eligibility "guarantees" in the NGA proposal 
would be neither a legally enforceable entitlement nor a promise of a specific and 
meaningful package of henefits. Cash assistance recipients could find themselves with 
inadequale benefits and no alternatives, 

• 




I 

I 
I 

·1 
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BUDGETARY IMPACT 

Qu= ..'IONr 
.. l 

A preltmmary 8!lutimate by CEO suggests that the NOA proposal would save about $40 billion 
over.~~ Y~t the same as the Administration's most recent plan. Given that, what is 
standmg In t~ of agreement on a welfare bill? . 

ANSWER:· 
• 

• 	 W.lf~ is not, as you know, primarily a question of Federal budget savings. The 
~QI~fare reform bill must be to help families move from welfare to work while 
-:n~,ilie safety net for poor children. The Administration has a number of very-1I1Iti:m. about the NGA proposal that are separate from the issue of the budgetary 
impa<I. 

, 
• 	 II is" ~I that welfare reform maintain a federal-state partnership. This partnership is 

....nfr·J!mliened by the NGA proposal. 

• • «:'.om\lillloltto current law, the NGA proposal allows states to dramatically reduce the 
!I<IOUlIIIIleommits to poor families and children. It ends the federal-state matching 
!S1mctliW'Welfare programs. which is how this partnership is maintained under current •. -

• 	 lDnli~ate bill; it allows states to transfer 30 percent of the cash assistance block 
!lII'InI ~ices other t1Jan assistance for needy families (e.g. the social services block 
Pt~hnSferabiJity provision might force poor families to compete with other, more 
~erful constituencies for cash assistance block grant doBars 

• 	 ~ikriseii.ate bill. the NGA proposal does not require states to maintain 100 percent
,tltb6ft 1994spending to draw down contingency fund dollars. 

iI" 	 Ib.~,of a national economic downturn, even a $2 billion contingency fund might be 
d~ rnpidly. During the last recession. for example, AFDe benetit payments 
~·.~.2 billion in 1989 to $21.9 billion in 1992- $4.7 billion over 3 years. A 
JlIlIl~ be added to the bill allowing States to draw down matching dollars during 
"'~"even if the $2 billion in the contingency rund had been expended. 

• 	 11......"""1re a Slale match or even a full maintenance of the FY 1994 level or 
~ draw down the new $4 billion pool of federal funding ror child care • 

.' 

• 
• problems can be addressed in Congress in the same spirit of 

by the Governors.~ 
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POVERTY IMPACT 


The AliiiritIttion bas produced estimates of the impact of House and Senate welfare bills on 
povenY?"'AlWininistration study last November found that the Senate welfare bill would push 1.2 
million ill*'bclow the poverty line and the House welfare bill would push 2, I million children 
below ttItl}Iirty line. How many children would the NGA Proposal push into poverty? When 
can the A~on provide such an answer? , . 
ANSlVD: 

I 

.. 	 \W);'ijJinot be able to conduct this analysis until all of the details on the NGA proposal -­
~y the legisJative language ~- are provided. Producing an accurate analysis of the 
~ the proposal on Ihe number of children in poverty will take time, but we would be 
pleUr'to work. with OMB to develop a revised analysis as soon as sufficient details are 
aVilllll:," 

• 


• 
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CONTINGENCY FUND 

• 


QUESTION:,, 
The Governors' proposal adds $1 billion to the contingency fund and makes it available to States 
witb rising fOOd stamp casolo.ds, as well as those with high unemployment. Isn't that enough? 
What more could be needed? 

ANSWER: 

• 	 We an: very pleased that the NGA proposal would add $1 billion to the contingency fund 
and indude a trigger based on food stamp receipt, which is preferable to the unemployment 
rate 31 a measure of economic need among low~income families. Both of these steps would 
rep~ improvements to the contingency fund in the conference agreement. 

I 

• 	 The I'IIIiiA proposal, unfortunately, would also eliminate the requirement that States meet 

their fdlJ 1994 level of effort in order to be eligible for the contingency fund. This would 

all""' ..9ate to draw down additional Federal dollars while actually reducing its own 

conmlurDm to the family assistance program. 


We "lave to consider wbether tbe NGA agreement fully enables states to deal with a • 
na:lional:fr:Onomic downturn. For example, during the last recession, benefit payments rose 
r"",,$ll1.l·billion in 1989 to $21.9 billion in 1992 -- $4.7 billion over 3 years. 

.. 	 We IDeeth.;phave a full bipartisan discussion involving the Administration) the Congress j and 
tbe~rs'to assess the potential demands on a contingency fund in various 
cim:ttnsliltces~ None of us want a scenario in which states are forced to drop famities from 
the :tvUsttilring recess.ions, when need would be the greatest. 

• 


http:casolo.ds
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ClllLD CARE FUNDING 

QUESTION: 
, 

I 


How much child care funding is enough? 
I 

ANSWER:i 

• 	 We an, very pleased to see the NGA proposal build on the substantial progress made in the 
Senate Ibill with respect to child care resources. The NGA proposal to provide an additional 
$4 billion for child care is essential if states are to meet their work participation 
requirements and -- equally important .- to maintain their child care commitments to low­
income working families. 

i 
.. The Governors would also improve the child care provisions in the conference agreement by 

adopting the Senate's state option to permit mothers with children under six to participate in 
work programs part-time (20 hours per week) -- similar to the work experience of most 
mothers with preschool children. 

, 

I 


• 
• While these additional resources are critically important, it must be kept in mind that long 

waiting lists for child care exist in most states and communities, and the lack of child care 
is often cited as a major barrier to participation in work and training programs. It is 
therefore also important that states maintain their own contribution to child care and match 
the additional federal funds. 

• 
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QUALITY OF CHILD CARE 

QUESTION: 	 : 

Do you have Jncems about the changes in quality funding and health and safety in Ihis proposal, 
given that so mimy more children (especially young children) will be entering child care due to 
welfare reform? ' 

ANSWER: , 
i 

• 	 We werl very pleased that the Senale bill passed last September retain~ exisling quality 
prolecti~ns for children in child care, Unfonunately, the NGA proposal would eliminate 
these basic health and safety provisions and would reduce the targeted funds for quality_ 

These vitai protections were developed with the hipanisan support of the NGA in 1990. and 
enjoyed overwhelming support in the' Congress. They are not federal standards, but basic 
protections set by the states to provide for the prevention and control of infe.ctious diseases 
(inc1udirtg immunizations), building and premises. safety, and minimum health and safety 
training ~for chHd care provIders, 

i 

The NGA proposal also would reduce funds designated to improve the quality of care,• 

States use these funds to conduct criminal background checks, train providers, license 
prograffi;s, and provide consumer education to parents. The proposal undermines current 
state efforts to improve child care services by drasticaHy reducing the funds available for " 

this purse. ,_! 

I, 
, 

• 


• 
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WORK PROGRAM 

• 


QUESTIDl,' 
I 

Does the NGAProposal require recipients to go to work? Does it provide states wilh the resources 
needed to!mo:a recipients from welfare to work? 

, 

ANSWER: 

• 	 The(G;oernor.l suggested a number of modifications to the work requirements in the welfare 
refornWnference agreement, including (1) counting those who have left welfare for 
empk>jIIOnt as participating for purpose. of the work requirement; (2) reducing the required 
houT<;'lfpanicipation to 25 after 1999; (3) giving States the option of limiting the hours to 
20 f<J1il1!l"'nls of children under 6; and (4) allowing job search and job readiness to count as 
worlc;aivities for up to 12 weeks (up from 4 weeks in the conference bill), 

'" 	 Thetl\in:iilistration supports each of these recommendations, 

• 	 The.elii<t, h'owever, of counting those who have left welfare for work (while leaving the 
partiCfption rates unchanged from the conference report) is to reduce the number of 
recipi~;enrolled in work activities, relative to both the conference repon and the Senate 
bill. 

• 	 ThisjpPblem can be addressed by making relatively modest changes to,the work 
requimm:ents in the proposal; we look forward to bipartisan discussions on this issue. 

, 
BACKGROtJND: 

• 	 We tl!inl publicly attacking the work program in the NGA proposal as "weak' will lead the 
debate n the wrong direction. OUf concerns about the relativeJy small number of recipients: 
in wmlt aclivities (workfare and subsidized employment) can be better addressed through 
<::onsuhlrion with Republican staff. 

• 
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! 	 CHILD WELFARE 

• 


QlJFEllIIJN: 

Child wIIIi1e'systems around the nation are a mess, The number of reports of abuse is rising, 
The numllllof children in foster care is rising, The NGA proposal makes important changes by 
reduciQIl'.... tape and giving states the,flexibility they need to improve their systems, Why does 
the Adtiiliilratitm continue to insist on maintaining the status quo in this area? , 

ANSW1IIt,j 


.. mbc:.Kdministtation strongly supports the Senate bill's approach to maintain current services 
:m;:fij:'area. It is. true that child welfare systems in the states are in trouble, but we are 
nmane(f the governors' proposal might not improve tbe system. There are several reasons 
'ftmmi concerns. 

• 	 ~ and neglected children in need of foster care and adoption are one of our most 
~ble populations, ]n light of this, we are very concerned about substantial changes in 
ItheldHd protection safety net at a time of dramatic change in the welfare and Medicaid 
~y.stans. Under the governors' proposal, it is unclear how the individual guarantee to foster 
ClEan.d adoption assistance benefits would be maintained if states choose to convert funds 
uHacapped entitlement block grant. States mIght have difficulty serving their children 
Wl'm:tcaseloads grow unexpectedly in a particular year but block grant levels remain fixed. 

I 	 ., 

• 	 Setmd, the governors' proposal is silent concerning enforcement of national minimum 

stmJIlrCs now in place to protect children in the child welfare system. Weakening these 

pmI!I:tions will not help states solve the problems facing their child welfare systems, 


, 

i .' 	 'TliiDI, 'the govemors' proposal may cost the federal govemment considerably more than 
CUIJalt law. Under the optional capped entitlement (or adoption and foster care 
rnaimenance. states may be expected to choose whichever option would ma.ximize the 
Pedttal funds flowing to them, CBO's preliminary analysis indicated that this provision 
could cost up to $2 billion . 

• 

" 
I 
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. 

• 	 Fourth, prevention efforts are likely to suffer. In a system that includes no targeted 

prevention or independent living funding, crisis~driven decision-making often depletes these 
efforts. States will have to respond to immediate protection needs, and longer term needs of 
children and families may be deferred. 

• 	 Finally. this proposal would eliminate the national leadership in child welfare research and 
innovation. The child protection block grant proposal would completely eliminate national 
funding for research on child abuse and neglect and child welfare services. federal funds to 
lest innovative practices! and federal efforts to provide technical assistance to states and 
communities regarding what works in this field. 

• 


• 




• 	 20 

ILLEGITIMACY AND TEEN PREGNAJliCY 

QUFSTION: 

Some people claim Ihat the NGA proposal would fall 10 reduce out-of-wedlock and teen births, 
because it would continue to give assistance to teen mothers. How do you respond to that'] 

ANSWER:, 

.. 	 We believe that denying assistance to teen mothers just doesn't make sense. OUT approach 
to welfare reform, like the governors' approach, would take strong action to address the 
problem of teen pregnancy, but would not give up on teenage parents and their children. 
We would require teen mothers to live at home with their parents, identify their child's 
father, finish high school, and work in order to become good role models and providers for 
their children, 

• 	 The governors' proposaJ also makes the family cap optional for states -- unlike the 
Conference bill, which mandated a family cap unless the state legislatures voted to opt out 
of it. ,We believe that states should have more flexibHity, not Jess under welfare reform, 
and th1at they shouldn't be constrained by conservative mandates, , 

j

• 	 However. the governors' proposal contains an "lllegiHmacy ratio," which would give states 
a financial incentive linked to abortion rates. While the Administration believes that we 
must reduce oUi-of-wedlock childbearing, we do not support the use of an "illegitimacy 
ratio. ': Welfare reform should not become entangled in the politics of abortion,

I 

,, 
, 

• 


• 




t 
I 
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SUPPLEMENTAL SECURITY INCOME 

QUESTION: 

What does the Administration think of NGA's approach to children with disabilities under the SSI 
program'? 

ANSWER: ,. 
'. 
J 

t> 	 1 would I defer to my colleague, Dr. Shirley Chater. in this area. However, I will say that 
we wer~ pleased to see that the NGA proposal follows the Senate-passed bill for making the 
changesl to 5S1 children, with one modification--.n effective d.te of January I, 1998 rather 
than 1997, 

. 
.. 	 As you ,know) the Administration, particularly the Social Security Administration which 

administers this program, is supportive of making changes in the 55I program to tighten 
eligibility standards. ,. 

• 
• We believe that we should retain full cash benefits for all eligible children and we should 

tighten eligibility for children now on the rolls. However, children found ineligible should 
not lose benefits until January 1998, , 

• 	 Based on the information we bave to date about the NGA proposal, we believe that these 
principles are retained. 

• 
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IMMIGRANTS 

• 


QUFSTION: 

What does the Administration plan to do to cut back on the amount of welfare going to 
jrnmigrants? 

ANSWFll: 

• 	 We lIrongIy believe that sponsors must be responsible for those immigrants they agree to 

spolllOr, and that the current definition of which immigrants are eligible for the major 

wd.&re progntms needs to be tightened. We oppose arbitrary bans on eligibility. 


• 	 Tht.s>fuie _ have proposed to increase the sponsor deeming period under 5Sl, AFDC, and 
FoaiIStamps to until the sponsored immigrant becomes a naturalized citizen, and to make 
thedidavit of support signed by sponsors legally binding. 

We_lIawe proposed to limit immigrant eligibility for 551, AFDC, Food Stamps and • 
.M1:ifir.ajd to specific immigration statuses listed in statute, rather than base such eligibility 
on~tk~tly vague reference to immigrants "permanently residing in the U.S. under 
c<ilarcfl>w"-or PRUCOL. 

• 	 'I!b!!epo!lcjes «rike a reasonable balance between ensuring that legal immigrants are self­
S1i~ dile maintaining family reunification as the foundation of our immigration 
p6liq~ making sure that legal immigrants who are truly in need are not left without a 
f<ik:oiI'>zf<Iy net. . , 

BACKGWllNIi):, 

, 


• 	 We'!lll""odi:eming under Medicaid because: (I) there would be adverse public health 
j~"'" (2) there is no practical way for sponsors to meet this obligation, be<:ause 
iindiidilzfilBaJ.th insurance policies are often unavailable, and when available are usually 
·.,nijIiid!!l\lt for all Qui the wealthiest individuals. , 

• 	 ili;<pIIiIilg eeming and eligibility rules beyond the major welfare programs would require 
nm:ra;&ulers. and other service providers to become immigration enforcement agents• 
•wbiiii...·qwo""- It would also impose disproportionately large administrative costs and 
lbljnilsumtliscretionary-funded programs (such as maternal and child healtb block granls, 
jll.......... JIlblic health clinics, etc.) 

• 


http:iindiidilzfilBaJ.th
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lMMlGRANT ELIGffiILITY 

QUE$1lDN: . 

The IidirijDtration's recommendations 00 tightening immigrant eligibility do not go far enough; 
how mui:hflither are you willing to go to prevent the abuse of our welfare system by immigrants? 

ANSl"VBlt.; , 

• 	 i'lWdmioistrntion opposes any broad, categorical denial of public benefits to legal 
'imJijjrants, such as that proposed by the welfare bill vetoed by the President (H.R. 4). 

, 
-. 	 'Arle'same time, we believe sponsors should be heM responsible and we strongly endorse 

exIlDIing the deeming period for SSI, AFDC, and Food Stamps and making the affidavit of 
sl'llFt legally binding. , 

I

• 	 1lheNationaJ Governors Association supported our approach in their October 10, 1995 letter 
tlMIIzIfare conferees~ stating that"Although we can support deeming requirements for some 
~s and changes to make the affidavit of support enforceable, we oppose federal 
~ons on aid that shifts costs to states" (see attachment). The NGA's most recent 
pOlSyjis neutral on the immigration provisions of H.R. 4 . 

.
,
• 	 We:are convinced that srrengthening the deeming rules and making the affidavit of support 
~ binding-as we have proposed--i. the right policy; it not only requires sponsors to 
mfl!IHheir responsibilities, but also ensures that legal immigrants who are truly in need are 
""tillft without a federal safety net. 

BACKCIlOUND: 

• 	 Our deeming proposal would also allow state and local programs of cash assistance to 
. fo!JDo,lthe same deeming rules as the federal programs. In the conlest of seeking additional 
bulWt savings. the Administration might be willing to consider other ways to realize this, 
goal. sUch as making the new deeming rules apply to current recipients. The 
Administration has never supported such an approach because. we do not think it js fair to 
apply riew deeming rules to immigrants who have complied with all the current immigration 
and program eligibility rules and are receiving assistance . 

-. 


• 


• 
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CUBANIHAITIAN ENTRANTS 

• 

QUESTION: , 
What do you recommend doing about the eligibility of 
Cuban/Haitian entrants for federal benefits? 

ANSVI-'ER: 

~ The Administration has consistently supported allowing 
Cuban/Haitian entrants to ,remain eligible for federal 
assistance, and we continue to take that position~ 

~ As yo,u may know, H.R. 4 would have denied federal 
assis,tance to Cuban/Hai t,ian entrants. 

, 
... We believe that H.R. 4 would ~erely result in shifting 

the costs of assistance for cuban/Haitian entrants from 
the federal government to local governments and 
commu'nities. 

I 
• such a policy would essentially have the federal 

government walk away from it's immigration 
responsibilities; and we cannot support that ., 

BACKGROUND: 
,, 

... Undericurrent law (known as "Fascell/Stone," Section 501 
of the Refugee Education Assistance Act of 1980), cuban 
and Haitian entrants are eligible for public benefits on 
the same basis 'as refugees . 

• 

, 
I 
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CHILD SUPPORT ENFORCEMENT 

• 


QUESTION: 
i 

There are studies that show tha~ $48 billion in child support CQuid 
be collected from parents who do not live with their children~ Yet 
last year; the child support enforcement program only collected $11 
billion in child support. what should be done to ensure that all 
parents support their Children? 

I 

ANS'WER: 
1 

• 	 Since taking office, President Clinton has ta~en strong steps to 
improve our nation's child support enforcement system. 

The~ efforts are working. The Clinton Administration has 
collected unprecedented amounts of child support. From 
1992 to 1995, collections grew by nearly 40 percent. In 
1995. the federal-state child support enforcement system 
collected a record $11 billion from non-custodial parents, 
up from $8 billion in FY 1992. In addition, paternity •
establishment rog~ by more than 40 percent from 1992 to 
199~. , 
The HGA proposal contains all of the President's proposals 
to further i~prove child support collections: streamlined 
pooternity. establishment, employer reporting of new hires, 
un~orD interstate child support laws, computerized 
statewide collections, and tough new penalties such as 
drA~'S license revocation. 

: _ 	 1b:e: ,touqh child support enforcement measures the President has 
pvqposed would send a strong signal about the responsibility of 
bw±h parents to the children they bring into the world. 

• 
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NEED FOR FEDERAL PROTECTIONS 

QUESTION: 

If most states already have the Model Administrative Procedure Act or 
other procedures in place, why is there a need to establish by 
federal statute further requirements? 

ANS\l'ER:' 

~ 	 It is true that most states accord basic procedural protection 
to their citizens through legislation like the Model 
Administrative Procedure Act or similar means~ Thus, the most 
important safeguard the legislation can provide is to require 
that state plans contain objective criteria that provide for 
fair:and equitable treatment of all applicants and recipients,' 

I 

i 

I 

• 


• 




• 
,, 27 
I 

CONSTITUTIONAL DUE PROCESS PROTECfJONS 

QUESTION:, 
I 

Aren't Due: Process protections assured by the constitution? Why do 
we need to put more procedural requirements into the welfare statute? 

) 

ANSWER: I 
~ Yes. to a certain extent the Constitution does provide 

safeguards~ 

• However t with new legislation totally restructuring the 
statutory underpinnings of the welfare system, there may be 
years of litigation before the exact parameters of Due Process 
protections under the Constitution are adequately redefined and 
universally recognized. 

Objective criteria providing for fair and equitable treatment 
will be the cornerstone of protection against arbitrariness and 
discrimination in individual casas . 

• 


j 

• \ 
\ 
I 

i 
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MJNIMUMREQUISITES OF A FAIR AND EQUITABLE PROGRAM 

QUESTION: 
I

What are the minimum requisites of a fair and equitable program? 

ANSWER: I 

~ 

, 
I 

Foremost is the requirement for objective criteria, under which 
families with similar needs are treated similarly, regardless of 
where in the state they apply for assistance. 

• Families forced to resort to public assistance, as courts have 
noted:through the years, may face "brutal need. 1I Denial, or 
even delay, in granting assistance may pose a risk of the most 
dire consequences. 

• Eligibility decisions should be made fairly and promptly. 

• 


• 
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'1ffiY INCLUDE IN STATE PLAN REQUIREMENTS? 

QUES'IlDN: 

Why is~·.; important that these criteria be included as state plan 
requme:.mts? 

., 
ANSWll:I:" 

1 

... 	 ott f~_ the federal government I s responsibility to assure some 
~ormity, at least with regard to fundamental. protections, 
:.tJmn..lghaut the country. . , 

... ln~ddition, to assure a better understanding of the policies 
,aJii!] procedures states choose to implement·, plans should be 
sUimitted in a standardized format, prescribed by the federal 
CJl)'Ernment. 

... 	 The: federal government, ultimately I is funding a substantial 
portion of these programs. 

Itt. .irs reasonable and prudent to design a system where the•

• 	 fi.eiler'al government maintains some oversight responsibility to 
enm.lX',e that states' programs fulfill the purpose and goals 
esttablished by Congress.

I 

• 
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WHY PROCEDURAL PROTECTIONS ARE ESSENTIAL 
i 

• 


QUESTION: 
I 

What are the ultimate goals to be served by a pU.blic assistance 
program, and why are procedural protections essential to fulfill such 
goals? 

ANSWER:' 

Families must be permitted to live in dignity while seeking to" achi~ve the goal of independence and self-sufficiency. 
i 

Recipients of welfare are among our most disadvantaged and" 	 defenseless citizens. They should not be further deprived of 

their own humanity by being subjected to arbitrary and 

discriminatory treatment~ 


I 

,I> It is fundamental to the overall achievement of the purpose and ,, objectives of these new welfare proposals that assistance be 
made , lavailable in a fair and equitable. manner. 

Ours 
" 

is a society founded upon principles of Due Process and" 	 Equal, Protection. We espouse and should adhere to the highest 

standards of equity and fair treatment, regardless of an 

individual ' s stature in society or economic circumstances. 


We can easily afford to build minimal protections into our 
bureaucratic systems; we can ill-afford to neglect our Weakest 
and most needy, and, especially, the very children who represent 
our future. , 

• 
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BLOCK GRANTS AS A FUNDING MECHANISM • 
, 

• 


QUESTION: 
I 

As a fund~ng mechanism, what are the disadvantages to block grants? 
Can they be fixed? 

ANSWER:
1 

I
• The ~drninistration supports a funding mechanism that will not 

put children and states at risk down the road and that enables 
states to succeed in moving people from welfare to work. For 
example t one major concern about block grants is that during a 
rece~sion states may run out of money before the end of the 
year~ This means states would be forced to turn people away 
from: their program or cut.back on their work programs. While 
not as effective as the current state match structure in 
responding to the needs of states, combining block grants with 
adequate contingency fund provisions could somewhat alleviate 
this, problem. However, the Administration has found that the 
most' of the welfare proposals -­ including the NGA proposal 
do not have sufficient contingency fund provisions. As a 
result, we have made several recommendations in this area. . , 

~ While the Administration supports proposals that significantly 
increase state flexibility. we also want to ensure 
accountability for achieving national goals. One problem with 
the current structure of the block grants is that they contain 
few provisions that allow the federal government to understand 
how the block grant dollars are spent and what is being 
achieved. This makes it difficult to be accountable to federal 
and ~tate tax payers. To ensure accountability for federal 
funds, the Administration supports a provision which would 
requ~re a program specific audit with,in feder:-al guidelines~ 

• I 


I 
I 
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RACE TO TIlE BOTTOM 

• 


QUESTION:
I , 

Why don'tlYou trust the states to do the right thing? 00 you believe 
there will be a raCe to the bottom? , 

•ANSWER:' 

This :i5 not a matter of trust. The Governors and State'. 
, 

Legislators are elected officials who all seek to best serve the 
residents of their states. I am concerned because this 
legislation would create a funding mechanism that would provide 
greater rewards for states who reduce welfare spending, and 
penalize states who might otherwise increase benefits. 

At the same time that welfare legislation would encourage states 
to r~duce benefits by changing tho funding mechanisms, states 
will :be under extraordinary budgetary pressure from all 
quarters. Public safety, education, medical assistance, and tax 
reforms are high priorities in states around the country.,, 

I 

I 

I 

I , 

• 
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I , ' 	 'IfStates may reauce beneflts out of fear of becomlng a we are 
magnet 1 even though most research concludes that welfare magnet 
effects are minimal, if they exist at all. In fact, several 
states, including California, Connecticut, Illinois, and 
Wisconsin, have already proposed two-tier benefit structures to 
deter 'immigration into their states. 

i 
• 	 In addition to the impact on welfare spending that could occur 

simply, by shifting from the current federal/state partnership to 
a bloak grant funding mechanism, the MGA plan would give states 
substantial discretion to shift even the federal portion of 
assistance out of cash assistance programs~ We believe that 
under the NGA plan, states could reduce their own spending on 
welfare and welfare-to-work programs by up to $28 billion over 
seven years. On top of that I they give states the option to 
shift $30 billion of the federal funds intended for use on these 
programs to spending on other social service programs. This $30 
billion could be used to supplant current state spending on 
social, services, freeing up state dollars for any other purpose,

education, prisons, roads, football stadiums, or taxsuch as 
cuts. 

• 


,, 

I 

I 
,• 	 I 
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NATIONAL REFORM VS. WAIVERS 
". 

The~,Administration has stressed its record on granting 
sta~are reform waivers. Why can't we just forget about 
nat'~form and allow each state to design its own system? 

• 

.. ~<are several important reasons for a federal role in 
\fpm. First, there has been widespread agreement that 
*'tIJfS, in· the SSI program need to be fixed. Likewise, 
·~;is a need tor federal involvement in strengthening 
~~ild support enforcement system. There is a need to 
~en the immigrant provisions across programs -- from 
~ing deeming requirements to holding sponsors more 
~table for those immigrants they sponsor. Within 
~Social Security Act there is a need to legislate more 
~·flexibility. And f~nal1y, we need to authorize 
~,federal child care funding to move people from 
wJ}IIre to work • 

•
, 

~ ~Fee that the federal government does not have the 
a~rs to every problem, and that states and localities 
~d:have the flexibility to design welfare reform 
~egies that respond to local circumstances. But 
wtij)tlwe, are conm,itted to state flexibility in welfare 
r~' a· federal/state partnership is important in the 
f~ing areas: achieving the national reform objec­
ti'CllS'. of work; responsibility and accountabilitYi 
e#,inq funding stability over time and protecting 
s~s:and individuals against economic downturnSi and 
p~rving basic prote~tions for needy Americans and 
tJ,.lir', ohildren • 

,• I, 
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WAIVERS 

QUESTION: 
!

Several Republican qovernors have complained that the Clinton 
Administration is holding up reform by refusing to grant 
states waivers~ How do you respond? 

ANSWER:· 

• 	 The Clinton Administration has granted an unprecedented 
numbe"r of state waivers, under both welfare and heath 
care reform. In the last three years, we've approved 6S 
health care and welfare reform waivers; in contrast, the 
previpus Administration granted waivers to only 11 states 
in four years. Our record on state flexibility is 
consistent and clear, and we're working hard with the 
states to approve these pending waiver requests.

! 

I , 

65 waivers includes: 12 statewide Medicaid 
in 

care 

BACKGRQUI'i1>: 

• Our total of 
waivers and 53 welfare reform demonstration projects 
37 $tates~ In contrast, the previous Administration 
granted 11 total waivers in four years: zero health 
wai,vers and only 11 welfare reform waivers. 

I 

I 
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36 • STATUS 'OF PENDING WELFARE REFORM DEMONSTRATION ,, 

FLORIDA PROPOSAL 


QUESTION: 

What 	 is the status of pending waiver request from Florida? 

ANSWER: 
I 

~ 	 HHS received Florida's request for waivers to implement 
the Family Responsibility Act demonstration on october 4, 
1996, 

• 	 On January 22, 1996, we sent the state a list of issues 
and questions resulting from a Federal review of the 
proposal. 

• 	 We are waiting to hear back from the State. 

• 


• 
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STA'IUS10F PENDING WELFARE REFORM DEMONSTRATION 
• 

ILLINOIS PROPOSAL 

QUESTI~ 
I 

What 	is the status of pending waiver request from Illinois? 

ANSWER: 

~ 	 HHS received Illinois· request for waivers to implement 
the Six-Month Paternity Establishment demonstration on 
July 18. 1995. 

i 
~ 	 We ha¥e had numerous conference calls with the State to 

resolve issues. 

~ 	 We sent the state draft terms and conditions of apprnval 
on February 13, 1996. 

• 	
We ~ waiting to hear back from the state •• 


• 




I 
, 
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i 
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STATUS pF PENDING WELFARE REFORM DEMONSTRATION 
,I 

IOWA PROPOSAL 

QUESTION: 
••What is the s~atus of pending waiver request from Iowa? ,, 
I

ANSWER:i 
, 

~ HHS received Iowa's request for waivers to implement the 
Family Investment Plan demonstration on December 14, 
1995,' 

: 
• HHS is preparing a list of issues and questions resulting 

from 'federal review of the application to send to the 
state • 

• 


• 




39 • STATUS OF PR"IDING WELFARE REFOR,\1 DEMONSTRATION 

KANSAS PROPOSAL 

QUESTION: 

What 	is the status of pending waiver request from Kansas? 

ANSWER: 

.. 	 HHS r'eceived Kansas' request for waivers to implement the 
Activ.ely Creating Tomorrow for Families Demonstration on 
July 26. 1994. 

HHS sent the Kansas Departme'nt of Social and• 
 Rehabilitation services (SRS) a list of issues and 
questions September 19, 1994 which result from a federal 
review of the application and initial discussions with 
SRS •• 

We rjacbed agreement with Kansas on draft terms and• 

conditions in April of 1994, but the State decided to 
place their request on hold at that time. 

We stand ready to issue a pro~pt decision on their 
application upon their request that we move forward.

• 


• 




. 
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STKiBi()F PENDING WELFARE REF()R,\{ DEM()NSTRATION , 

()KLAH()MA PR()P(}SAL 


, 
QUFBl'mN: 

What£tsthe status of pending waiver request from Oklahoma? 

ANSWlllh 

.. 	 Jis:received oklahoruais request for waivers to implement 
±he.Welfare Self-Sufficiency Initiative On October 27, 
1t93i!tr. 

.. 	 .:on .January 26, 1996 1 we sent the state a list of issues 
:1Inli! questions resulting from a Federal review of the 
p:t::q;fosa1 .. , 

.. 	 ,WB are waiting to hear back from the State. 
I 

• 

• 
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STATUS :OF PENDING WELFARE REFORM DEMONSTRATION ,• 	 I 
, 

TEXAS PROPOSAL . 

QUESTION:, 

What 	 is the status of pending waiver request from Texas? 
! 

ANSWER: 

~ 	 HHS received the Texas' request for waivers to i~plement 
the ~chieving Change for Texans demonstration on October 
6, 1995~ 

On January 16, 1996, HHS sent T~xas an analysis paper 
discussing issues of concern to us and clarifications we 
needed to better understand the State's proposal. 

• 	 Texas responded to our issues paper with answers to our 
questions on February 1, 1996 and we conducted a 
teleconference with State officials of the State on 
February 21, 1996 to discuss remaining issues. 

Our discussions with State staff suggest that we should• 

be able to mutually resolve these issues and soon begin 
to develop draft terms and conditions. 

State officials expressed a desire to receive a final 
decision on their request by April 1st. It is our 
objective to work with the state to meet that deadline. 

• 


• 




42 • STATUS OF PENDING WELFARE REFORM DEMONSTRATION 

UTAH PROPOSAL 


QUESTION: 


What is the status of pending waiver request from Utah? 


ANSWER: 
, 

.. 	 Utaryts "Single Parent Employment Demonstration'l (SPED) 
was approved on January 31, 1995. 

HHS'received Utah's request for waivers to amend the SPED 
project on February 7, 1996. 

The;application is currently under review. 

• 


• 
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1 • 	 FIVE·YEAR TIME LIMIT 

• 


QUESTION: 

I understand that HHS estimates that a five-year time timit would deny assistance to 2.8 

million chHdren. Are you aware of this esrimate? And If yes, how can you possibly 

support a five-year lime limit? 


ANSWER: 

.. 	 First, let's be clear about what that number is. My department was asked to 
estimate the number of children who would eventually be affected by a five-year 
time limit. using current behavioral assumptio-ns about the current AJ!"DC 
caseload. That is a strictly numerical exercise. and the answer is approximately 
2.8 miJIion children, using the revised CBO baseline. (That is slightly less than 
our previously released estimate of 3.3 million,) 

• 	 However, that number prohahly will not accurately reflect what would happen 
when a five-year time limit is combined with other welfare refonns, such as 
increased child care, a rart-time work option for young mothers, and a 
performance bonus to reward states for moving welfare recipients into public 
sector jobs. 

.. 	 As you know, every major welfare reform bill now has a five-year time limit -­
including the Daschle hill, the Democratic alternative in the House of 
Representatives, the Administration's bill, and the NGA proposaL Like a lot of 
proposals. the devil's in the details. \Vc support combining a five-year time limit 
with other provisions designed to protect children. such as vouchers for children 
whose parents reach the time limit, and an adequate hardship exemption policy. 

BACKGROUND: 

You may also want to mention the importance of the EITe. as a way to keep the 70 

percent of welfare recipients who now leave [he rolls in Jess than two years off welfare 
permanently. If pressed on protections for children, you may want to say more on the 
importance of maintaining the child welfare system, 

• 




2 • 	 POTUS ACCEPTANCE OF SENATE WELFARE BILL 

QUESTION: 
Would the President accept the Senate welfare bill if Congress sent it to him? 

ANSWER: 

~ 	 As you know, Senator. the Senate bill was cenainly a strong improvement over 
the flawed House bill. It included many provisions that the Administration called 
for from the start: personafresponsihility contracts for recipients; requirements 
that states continue to invest their own funds in a work-oriented welfare system; 
and all of the tough child support enforcement provisions proposed by the 
Administration last year. The Senate bill also eliminated the punitive provisions 
in the House bill ~- such as the ban on aid to tcen mothers and the mandatory 
family cap. In addition, unlike the House bill, the Senate bill preserved the 
national commitment to child welfare and child nutrition programs - ensuring that 

, children are protected no matter where they live, , 

But, the Administration wants to go forwards, not backwards on welfare refonn•:1 	
k_ 

• I, that means crafting a truly bipartisan welfare-reforln bill that will end welfare as 
we know it. The NGA resolution has made some improvements over the Senate 

,, bill (hat we're pleased With, particularly in the areas of child care funding, the , 
perfonnance bonus, the contingency fund, and provisions for fair and equitable 
treatment of recipients, We're optimi.stic that it can be done . 

• 




3 • 	 EXEMPTION FOR HARDSHIP CASES 

r====~=""'~"'='=====-'====='1 
QUESTION: 
[f even a 20 percent case load exemption for haruship cases would deny assistance to 2.8 

:: million children, how can you support such a policy? 

;; ANSWER: 
Ii 

.. 	 First, let me note that we prefer an exemption policy based on certain hardship 
categories, such as battered women, women with a disability. and women caring 
for Ii disabled chifd, ¥le believe this is a better approach than exempting a set 
percentage of the caseload, 

to. 	 However, we are willing to work with Congress on developing an alternative 
poHcy. We support the 20 percent exemption passed by the Senate and supported 
by the NGA as an alternative to the 15 percent exemption in the conference bilL 

II This is also an area thar could be amended by Congress in future years. 
, 

• 
, 

• 




4 • CHILD CARE -- STATE MATCH AND MOE 

QUESTION: How does the NGA pmposal address state maintenance or effort and 
matching funds for child care? How will this impact the adequacy of child care services? 

, 
A1"lSWER: 

The governors clearly recognized the imponance of child care to the success of 
welfare reform, and we applaud them for proposing to add $ 4 billion to the 
conference agreement in this critical area, However, we understand that the NGA 
dre<; not intend to apply to these additional funds the Senate and conference bill 
requirements that states maintain 100 percent of [heir 1994 child care funding and 
ma[l.:::h at FMAP jf they arc to receive new federal mandatory child care funds, As 
a result, we are concerned that in the extreme instance a State may simply use 
these additional federal funds to replace current state spending for child care -­
rather than using the funds for the additional child care services that will help 
more families move from welfare to work, 

• • While additional child care resources are extremely important, we believe thal 
final welfare reform legis1ation should incorporate the child care maintenance of 
effon and matching provisions contained in the Senate and conference bills. 

• 




5 • HOW DOES CHILD PROTECTION BLOCK GRM'T WORK? 

QUESTION: How would the NONs proposed child protection block grant ac,ually 
work? 

ANSWER: 

I> 	 As you know, the NGA welfare reform proposal is a general one, and we too 
have many questions about how its ch.ild protection provisions actually would 
work. Would abused and neglected children be fully protected? Would children 
who have been abused, neglected or abandoned remain fully entitled to foster 
care or adoption assistance'! Would states improve upon the less than satisfactory 
manner in which they have administered child protection programs to dale? 
Would promising new prevention efforts be continued or would funds be 
channeled to immediate crises? 

We simply do nor believe that we should take risks with [he lives and wen~befl1g 
of our nation's most vulnerahle children at {he same time that we are making 

• 
 major changes in the welfare system. 


• 




OPTIONAL FOOD STAMP BLOCK GRANT • 	 6 

QUESTION: 
The NGA proposal has an optional Food Stamp block grant for states -- How do you feel 
about that? 

ANSWER: 

__ 	 As you know. my department doesn't run the Food Stamp program. and I would 
defer to Secretary Glickman to answer [his question in greater detaiL However, I 
can state that the Administration is opposed to an optionai Food Stamp hlock grant 

. for several reasons. This program serves as the ultimate nutritional safety net for 
our poorest children. and block-granting it would eliminate the program's ability 
to respond to economic changes. end national eligibility and benefit standards. and 
ultimately divert support away from food assistance. 

• 
The Administration agrees that we can and should tlnd savings under food 
stamps -- and we have proposed $20.6 billion in savings under our seven-year 
budget proposal. BUl we believe that block-granting food stamps would do little 
to reward work, and would simply make many poor children hungry. 

• 




7 • CHILD SUPPORT SERVICES FOR NATIVE AMERICAN POPULATIONS 

QUESTION: 

What is the Officc of Child Support Enforcement doing to target the special needs of the 
Native American populations needing child support service~'! 

ANSWER: 

.. 	 The delivery of child support enforcement services under title IV-I) of the Social 
Security Act lies with the states and thejf local political instrumentalities. 
However, 011 most Indian reservations the jurisdiction of state law is limited" 
constraining state attempts to provide child support services on Tribal lands. 

In respDnse, the Office of Child Support Enforcement (OCSE) actively encourages • 
states and Tribes to cooperate in resolving jurisdictional barriers in order to 
address the long-standing problem of inadequate support enforcement services fur 
Native Americans, OUf Regional Office.s work with representatives of the states 
and Tribes to design coopcr.1live agreements aimed at providing support services 

• 
 011 Tribal lands and some progress can be reported . 


In 1994, the Navajo Nation and the State of New Mexico signed a cooperative • 
agreement for the opening of twO child support offices on Tribal lands, and Tribal 
members have been hired and trained to staff each office. The Navajo Nation 
Council of the Navajo Nation shortly thereafter enacted a comprehensive child 
support enforcement statute designed to conform to title JV-D requirements. 

'" 	 In addition. a staff position was been added to OCSE to function as a liaison 
responsible for bulJding relationships with the broader Native American 
community and for strengthening the links between the child support community 
and Native American populations needing program services. The speCialist, 
working closely with our Regional Offices and State programs will be invaluable 
in establishing systemic responses critical for a proactive approach to child support 
enforcement, 

While 	we believe (hat current authority to for cooperative arrangements between• 
states and federally-recognized Indian Tribes can work to ensure the support rights, 

Ii of Native American children are protected, we would he happy to work with the 
Congress on this issue . 

• 
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• MEDICAID SA V1NGS PROPOSALS 

The President's Medicaid proposal would reform ~edicaid ramer than repeal it., guaranteeing health and 
long-term care cpverage for all Medicaid recipients. It will save an estimated $59 billion over ~en 
years in a responsible way by limiting spending growth per beneficiary (A "per capita cap") and reducing 
and retargeting Medicaid Disproportionate Share Hospital (DSH) payments to hospitalS that serve large 
numbers of Medicaid and uninsured patients. The plan also offers States considerably more flexibility to 
design the pa)m~nt and delivery systems. 

Per Cap'ita Cap (536 billion): A per capita cap maintains the current matching structure but 
limits the growth in Medi.;;aid spending on a per person basis. Each state's limit would be 
calcuJate,d based on 1995 spending per beneficiary by group (aged, disabled, adults and 
Children). The spending per beneficiary in the base year would be multiplied by an '"index''' to 
updaTe the base-year ~pending for inflation. This index averages 5.1 percent between 1995 and 
:000. Begi!'.Ming in 1997, the number of full-year equivalent beneficiaries in each state would be 
multiplied by the limit on the spending per beneficiary to determine the maximum amount of 
spendi:lg thai the Federal government will match_ Medicare-related Medicaid spending. DSH 
Payments, and_certain administrative expenditures (e.g,. fraud and abuse control) would be 
e,,-cluded from the limits. 

I 

• 
• Di5prop~rtiQDate Share Hospital Payments Changes (net S29 billion): DSH payments would 

be reduced and retargeted. The current (1995) Federal pa},ments to states would be phased OUl, 

with a ::5, percent reduction in :997,50 percent reduction in 1998, and 75 pertent reduction in 
1999. ~ee new programs would be created (0 bener target the funding. 

:; 	 ~argfted DSH Program: The current DSH program would be gradually replaced by a 
~ew. more targeted program. Funding from a fixed Federal pool would be allotted to 
S~Ie:S. on the basis of their share of lov,«income days for eligible hospitals. This is 
defined as the state's: percent oflhe nation's inpatient days and outpa(ient viSits for 
uninsured and Medicaid patients. States would still contribute to the program through 
:r.atching payments (using the current matching ratts). States would use the funds for 
hospitals. that sen:e a high number of uninsured and Medicaid patients. and would have 
t~e ,flexibility to cover additional hospitals that they deem needy. 

o 	 Undocumented Persons Pool: A 53.5 billion pool to help the 15 states with the largest 
n'umbers of undocumented persons would be created. This 100 percent Federal pool 
v.;ould be in effect from 1997 iO 2001, and would be allocated to states in proportion (0 

their shar~ of the nation's undocumented persons. It would be used by states for 
emergency care for undocumemed persons. 

o 	 ~ederany Qualified !Iealth Centers and Rural Health CUnic:s Pool: As part of •he 
proposed changes to promote state flexibility, the mandate for states to pay Federally 
Qualifiec Health Cent.ers (FQHCs) and Rural Health Clinks (RHCs) on a cost basis 
would be repealed. To ease the change in funding for these facilities,. a program would 
~ created with S500 million in Federa! funds in each year beginning in 1997, 

• o Transition Pool: For 199'} through 1999, $3.$ billion in Federal funds would be 
ayailable to enable a smooth transition to the refonned Medicaid program. 



, 

Detailed Description of the Medicaid FinaDcing Reform, January 26, 1996 

PER CAPITA CAP: • 	
I 

. I 
Base Year: 	 1995 

I 
Excluded exp~nditures: 	 DSH. Medicare premiwns and cost sharing; certain administrative 

expenditures (survey & certification; frand and abuse); and Indian 
Health program expenditures, 

Full-year equivalent aged; disabled; children; adults (excluding 
beneficiaries eligible only as QMBs or SLMBs) 

Index: 	 Five-year historical average of nominal gross domestic product 
growth per capita plus an additive factor to yield: 

• 


Yw:; IQ!I~; NQminal Gue:l"; 

1996 6.5% + 2.70/& 

1997 6.1 "in +2,0% 

1998 5;8%. + 1.5% 

1999 5,1% - LO% 


, 2000 4.5% 	 +0.5% , , , 
2001 4.4% +0.5% 
2002 4.5% ... 0.5°,4 
Avg, 5.1 % 

, 
1115 \Vaivcr Treatment: 	 Included in the per capita cap. States that have implemented 

demonstrations in 1995 have an option for how they would treat I 
their new eligibles; both options are budget neutral. 

I 
DISPROPORTlO~ATE SHARE REFORM: 

I 
Financing: 
Federal Payment Limits: 	 Current (1995) Federal DSH payments are phased out by 2000. and 

a new DSH program is phased in by 2000. The transition occurs in 
2S percent increments, This yields Federal payment limits of: 

.till; &deraJ Limil• 
1997 $93 billion 
1998 $7.9 billion 
1999 $6,4 billion 
2000 $5,0 billion 

• 	 2001 . $4,5 billion 
2002 $4,0 billion 



• State Allotments: Transition: Between 1997 and 1999. each state's allotment, or 
limit on Federal matching payments, would be the sum ofthe 

• Program Design: 
Transition Period: 

< < 

Optional Program: 

Eligible Providers: 

phased-oUl current paymentS and phased-in new allotment In 
1997, this amount is equal t075% of the FY 1995 Federal DSH 
payments to the state plus 25% of the FY 2000 state allotment In 
J998, the amount is equal to 50% ofthe FY 1995 Federal DSH 
payments to the state plus 50% of the FY 2000 state allotment< 
And in 1999, the amount is equal to 25% of the FY 1995 Federal 
DSH payments and 75% ofthe FY 2000 state allotment By 2000< 
the allotments is based solely on the allotment formula of the new 
DSH prOW""L 

New Program: In 2000 and subsequent years, the states' 
allotments "ill be based .on their share of low-income patient days 
for a tore set of providers, A "low-income patient day" is defined 
either an inpatient day Or a day with one or more outpatient visits 
for uninsured and Medicaid patients, These days are summed for a 
core set of providers, described below, in each state. Each state's 
allotment is determined by mUltiplying the total Federal limit in 
the year by the state's proportion the nation's low-income patient 
day.< 

Before fiscal year 2000, the current laws regarding DSH (with the 
exception of the allotment structure) are continued. Beginning on 
October I. 1999, the new program rules. described below. would 
beg:n. However, states would have the option to implement the 
new rules earlier. 

, 

Beginning in fiscal year 2000, the DSH program would be mace 
optionaL States that choose to panjdpate could do so through the 
current state plan amendment process and would have an 
additional requirement tD produce an annual report describing 
which providers in their state received funds. and how much they 
received. 

A "core provider" is a hospital whose Jow~income utilization rate 
exceeds 25%~ or a children' S hospital whose low~income 
utHization Tate exceeds 25% or whose Medicaid inpatient 
utilization rate exceeds 20% or is I standard deviation above the 

• 
mean for receiving Medicaid payments in the state. States also 
have the option of designating other hospitals that serve a 
disproportionate number of lowMincome patients with special 
needs. 



• Provider Pay~ents: States must pay core providers and have the option of paying 
additional providers that meet the standard described above, 
Lirnlts on mwmwn payments to facilities are retained. as are rules 
.bout proportionality of payments. 

POOLS: 	 Three fixed pools of Federal funds are designated for payments to 
specific states and providers to help them transition from the 
current to the new Medicaid program. 

I 

l. ~~OCUMENTEDPOOL , 

• 
State Allotments: 

Annual Repol1: 

A temporary pool for states with high numbers of undocumented 
persons is created to pay for emergency health services, No state 
matching payments would be required. Maxirnwn Federal 
spending is limited to the following amountS; 

Yru; [tdtLiJI LimiS: 
1997 5700 million 
!998 5700 million 
1999 S700million 
2000 5700 million 
2001 5700 million 
Tota): 53.5 billion 

The ! 5 states 'with the higbest number of undocumented persons, 
according to hnm:gration and Naturalization Service data (October 
1992), are eligible. Each state gets an allotment from the pool 
acc~rding to jts share of the number of undocumented persons in 
the 15 states. 

States receiving the funds shall submit a report within 90 days of 
the end of the fiscal year that describes which providers received 
how much funding and other such information that assures that 
se:vices provided with this funding are consistent with Ci.llTent law. 

2. POOL FOR FEDERALLY .QUALIFIED HEALTH CENTERS & RURAL HEALTH 
CLINICS 

• 

Financing! A pool fot supplemental payments to federally·qualified health 


centers (FQHes) and rural health clinics (RHCs) is created. 

Maximwn Federal spending is limited to the following arnowlts: 




• liar: Federal Limiti 
1997 $500 million 
1998 $500 million 
1999 S500 million 
2000 5500 million' 
2001 5500 million 
2002 5500 million 
Total: S3.0 billion 

Design: 	 The Secretary of the Department of Health and Human Services 
shall determine eligibility. payment methodology and payment 
allocation to qualifying facUities, No state matching payments 
would be required. 

, 
3. T~"SlTIO" POOL: 

• 
Financing: A pool fo: payments to states to assist in the transition from the 

current Medicaid program to the new per capita cap and DSH 
programs is created. Maximum Federal spending is limited to the 
following amounts: 

federal Limit:liar: 
1997 $15 billion 
1998 $15 billion 
1999 $500 million 
Total: S3.S billion 

Design: 	 The Secretary of the Department of Health and Human Services 
shaH determine eligibility, payment methodology and payment 
allocation to qualifying states. 

• 




• • • 

L 

EXAMPLES OF FLEXIBILITY IN PRESIDENT CLINTON'S 

PER CAPITA CAP MEDICAID PLAN 


OVERVIEW 

, 
IMPLEMENTING MANAG~;() Ct\RE 
• nepeal of RC(IUlrCml"nt for Federal \Vai,\'crs for i\lanagrd Can' 
• Repeal of Managed Care Contnlrting I~ulcs 
• Elimination of Requirement for }'edcnd Hc\'ic'U' fir liMO Contracts over S1 00,000 

lL FLEXIIIILITY IN PROGRAM Pt\YM~t;NT 
• H.epcal of the Borcn Amendment 
• Elimination ofSpcdal nCtluircn1l'Jlts for ()hsh..'tridans ;Ind Pcdilltl'il'i'lIls 

!!L FLEXIBILITY IN PROGRAM I",NEEIIS 
• Elimination of Requirement for Federal \Val'refs for Home and Curnmunity~n3scd \Vaivcrs 
• Enabling States to Require Nominal Copaymcnts for HMO Enrollees 

lY.. FLEXIBILITY IN PROGRAM ELIGIBILITY 
• lncome Le\'els for Infants and Pregnant \'Vomen 

y. fLEXIBILlIY IN STATE ADMINISIRAJ10N 
• Reforming Medicaid Eligibility Quality Cantrol (MEQC) 
• RCl'ise and Simplify Medicaid Management Information System Requirements 
• Provider Qualifications for Obstetricians and Prdiatrici~m5 
• Elimination of Requirements to Pay for Private Health Insurance 
• Elimination of Personnel l{equirements 
• Elimin~tion or Requirements for Cooperath;e Agreement .. 
• Elimination of RequireDients for Preadmission Screening and Annual Resident Ilevien' {PASARR) 



• • • 
EXAMPLES OF STATE FLEXIBILITY IN PRESI[)ENT CLINTON'S 

PER CAPITA CAP MEDICAl[) PROPOSAL­

.. ---- -." --I:-'IMPLEM.El'fTlNG'MANAGEIJCARE'­

REPEAL OF REQUIREMENT FOR fEJ)ERAL WAIVERS FOil MANAGE!} CARE 

Administrntion PrQPosal: 

"nlC Adminj~tration '$ proposal would allow stale:" to implement marmgcd care programs without the need for Federal waivers. States 
could impkment managed care programs With a sl~ltc phm 'HHc,ndmcnL 

• 	 43 Statt:s \\1ill no longer need to apply for waivers or waiver renewals. These Slates have initiati..~d 162 requests -- either initial 
waivers Of renewals ~. over the lasl three VCat'S. , 	 ­

.. 	 States can implement managed rare by submitting stale plan amendments. 

• 	 This simplHied process ",'ill save states the considerable administrative hurden associated wl1h preparing freedom-of-choice 
waiver requests, 

Rackground: 

Currently. states must apply for Federal waiver approval to implement Mt'dic~iid managed care programs, Waiv(~r requests are 
administratively hurder\some and repetitive -- rreedom~of·choicc waivers must be renewed every two years. States generally spend 
three to six months preparing freedom-of-choice waiver requests. although this effort varies widely depending on the scope and 
complc:xity of the program. All but five states with freedom of choice waivers have more than one stJch waiver. each of which 
requires separate processing. IICFA 's review and approval process must be completed within 90 days; however, this time period may 
be extended substantiaJly if the Slate must provide additional informalion. See attached table for aftecled states. 



• • 

--------------

• 
I 

FHEEIlOi\1 OF CHOICE WAIVER ACTIVITY 
(1991-1996) 

S(;lte~tal~ "-"1&Fjl!2PSb)xreedOrn of 11915(b) Freedom of ~tat~;,'~"
" ,~~ '" . : ~~ Cht)iee Waivers Choic~ \\Iai":JcrS :~r~~!~lw~r~F~jj:iI


,~~-~ ,
2 K<!J1hl..:b­AIJI:MflJ.1 Nonh Ooknw JI 

AIt15k.J 1.0I1!::claUil 2 OhiQ J• 

P>.laJI!<; .1Anzona Oklahllnm 

5 t>.larylimJ ) On.'goJ) J 

" 
 /l.la~~:!chlJsctts 1 
 7Pcnnsyl'anin 

Colonldo 5 Michigan I Rhode Island 

Connecticut Minnesot:! 2 Sou(h Carotina , 
Ddaware Miss.issippi 4 SOllth Dakota 1 

D.C. 2 Miss.ouri 4 Tt'nnessce 

riorida , Montana 2 Texas, 7 
----------------------­ ------­

Georgia 5 Nebraska 1 1,jlllh 1 
-\ 

Hawaii Nevada I Vermont 
- -

Idaho 2 New Hampshire Virginia 1 

lI!inois New Jersey I Washingion 14 

Indiana , New Mexico J 

Iowa 4 New York 
- - - - - - - - -------­ I • 

Kamas , North Carolina: I 5 

The numbers indicated include approved and pending new waivers, renewals, and modifications. 

3 

We!-t Virginia 5 

Wi$I;Qu:;in 4 

Wvominr-

nJ.:'AL 



• • • 
REI'EAL OF MANAGE[) CARE CONTRACTING RULES 

Administratiog Proposal 

Under tht:' Adminlstration proposal. States will be able to contract with Medicaid-only managed care plans. States will also be able to 
enroll Medicaid benefitiaries into managed care plans for up to six months at <1 lime. Sume States -::~ Hawaii and"Rhodc"lsland :;o;:-ha\'('­
tieve1nped demonstration programs in order to implement managed care programs '.vith these features. 

• SL.'1tcs wm no longer need to apply for Jemonslration uuthonty to recel\'e wah'crs of these statutory provisions. 

• States \,1,1111 be able to contract with a broader range of managed cafC entities. 

• Six-month lock-in provisions will attract more nUHlJgcd cme plans to contract with Medicaid prognnns, 

Backj!round 

Currently, Medicaid managed care plans must maintain a commercial enrollment base oftwent),-five percent. This requirement -- the 
"75125 rule" -- prohibits Slales from contracting with Medicaid-only managed care plans. In addition, Medicaid heneficiaries musl be 
able to disenroll from most managed care plans on 11 month-Io-month basis. thus disrupting enrollment stability, 

If these provisions were repealed, the programmatic clements (but not eligibility expansions) of some demonstration programs (Hawaii 
and Rhode Island) could be operated without demonstration waivers, Other demonstration States~ such as Oregon, require more 
complicated waivers of Medicaid law and would therefore stlH necd waiver authority to operate their demonstration programs. 

4 




• • • 
ELIMINATION OF REQUIlUI~IENT FOn FEllERAL I(EVIEW OF mlO CONTRACTS OVER $IIIO,UUO 


,\dmin'stration Proposal: 


Under the Administration's proposaL stales ".~_l}_n_o ~::~gcr I:C'_:~ 10 seek ~ccrc!ari~1 ~ppro\'al for 111\10 Contracts over $100,000. 


.. All Stal.l's ,vith pre-paid managed care program}; will avoid unnr.:ccSS':lry and duplicative Fnll~ral o\'ersight of their contracting 

and rate w scl1ing procedures. 

.. This new flexibility will snvc: Slales time and cfflxt 

Hackground: 

Currenlly. stah.'s must obtain lieFA' s approval of all contracts with I tr\'10s that t!xcct:d $100.000 in expenditures. This prior approval 
t.cquiremcnl represents an unnecessary doublt'-chcck on the stati:"g contfJcling nnd rate-setting procedures. HeFA approval generally 
takes between Iwo and forty~fi\'c days, 

See attached chart for st.'lte-by-state contract mnnbers. 

5 




FI';IlERAL APPROVAL OF ~IANA<;EIl CARE CONTRACTS 
Annual Estimate 

• 
cOo·,-· _ 

STATE 

Alabama--­ _____ 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connccti<.:ul 

Delaware 

D.C. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

• 
-S1;~~:IF"'<~~}~~~<:::~~:_':i~NUMBER OF STATE NUMREROF 

CONTRACTS CONTRACTS 

0 Kcutud.y ------ ­ __ ~ _tl ___ Ohio 

0 l.ulli~i~Ul:l {) Oklahoma 

7 Maine 0(6-8 next year) Oregon 

0 ~laryland " I'cnnsy[nmia 

16 ,\lassachusclIs II Puerto Rico 

7 Michigan 12 Rhode Island 

" I\liIlIlC~OI<l <) Soulh Carolina 

, Mississippi {) South Dakota 

, Missouri 6 Tennessee 

)0 Montana 2 Texas 

0 Nebraska 7 UI"" 

5 Nevada o (4 next year) Vermont 

0 New Ilampshire ) Virginia 

7 New Jersey 25 Washington 

2 New Mexico 0 West Virginia 

8 New York IlO Wisconsin 

6 North Carolina Wyoming 

North Dakota 0 ESTIMATED TOTAL 

• 
:~~i\~f~lfll 

14 

12 

36 

9 

2 

, 
0 

0 

12 

I (8 next year) 

, 
0 

10 

)0 

0 

" 
0 

466 
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• • • 
II. FLEXIBILITY IN PROGRAM "AYMENT 

REPEAL OF THE BOREN AMENIlMENT 

Administration PrQJlosat: 

The Boren Amendment will be repealed, and replaced \'dlh a process for notifying the public about iBcility rates. Thus, states can 
establish hospital and nursing home payment rates without federal requirements. 

• S1ates wiH have flexibility to negotiate payment rates providers. 

• States no longer be required to submit assurnliccs of Ihe udcquacy of their payment mtcs to HHS. 

• States no longer face costly law suits from providers demanding higher payments. 

Background: 

Under current requirements, States are required 10 assure thai payment rates for institutional facilities are reasonuble and adequate to 
meet the costs that must be incurred by an dlicicntly and economically operaled facility. 

Since 1984, plaintiffs have filed at least t 73 cases alleging that States have failed to comply with the Boren Amendment. Under the 
Administration's proposal, these suits would not be possible. 

7 




• • • 
ELIMINATION OF SPECIAL PAY~IENT REQUIJ{E~IENTS FOIl OBSTETRICIANS ANI) PEIlIATlUCIANS 


Administnltion I'roposal: 


The current hurdensome requirements for data collt;t;tion to document that states arc meeting special paYlllent rate requirements for 

- obstetricians-and'pediatricians will be repealed .. -- --~ - -,. - -	 - - ~ - - -- - ' 

• 	 States will no longer hayc to collect and submit data on payment rales for obstetrical and pcdintric services. 

• 	 States will no longer have to submit sLale plan amendments for the OhlPcds information that can range from 30 pages to over 

300 pages in size. 


Background 


States are required to report the following information by April 1 of each year: 


• 	 payment rates for obstetrical and pediatric services for the coming year; 

• 	 data to document that the states' rates are sufTicientto ensure access to these services is comparable to the access enjoyed by 

the general population; 


• 	 data that document that payment rates to HMOs take into account fcc-for service payment rates for ob/ped services; 

• 	 data on the average statewide payment rates. 

The data collection and analysis required to fullill these requirements involvc. on average, at least 5 people in each state Medicaid 

agency. In addition, staff from State licensing boards and provider ofTices are callcd upon to help states reviev.' and define data. 

Preparation of the final report alone takes. on average. 2 weeks. State plan amendments for the Ob/Peds information range from 30 

pages to over 300 pages in size depending on the state. 


8 



• • • 
HI. 	 ELEXI!l!LITY ll'U'ROGRAM BENEFITS 

ELIMINATION OF REQUIREMENT FOR FIWERAL WAIVERS FOR IIO~IE ANIl n)~lMUNITY lIASlm SERVIC1(S 
PROGRAMS 

-- -_. - - - -_.- -.~-- ...... - -. --_._--_ .._­
Administration Proposal: 

Slales \viil be able to provide home and c0nHmllli!y~hascd services to their elderly and disftbled Medicaid enrollees without the 
administmtivc burden of sl~king Federal waivers. 

• 	 49 Stales with a wtal or 517 home and commllnity~hased waiver programs will no longer need to obtain federal approval and 
renewal authority. 

• 	 States can provide tailored home and community-based services simply by subrnitting a state plan amendment. 

• 	 This simplification will save states approximately 6 months preparing new and renewal home and community-based waiver 
requests. ' 

Backgroyml: 

{:urrently, states must apply for fedcml waiver approval-to provide home and community-based services to elderly and disabled 
Medicaid beneficiaries" Waiver requests are administratively burdensome and repetitive because initial waiver approvals only las1 
three years and must be renewed every five years, States spend approximately 180 hours to prepare each new and renewal home and 
community-based ,\--aiVCf request and approximately forty hours preparing an amendment to approved waivers. An 49 states with 
i ICBS waivers have more than one such waiver, with separate processing requiremenl'; for each . 

. See attached ehart for affected states. 
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IIOME ANll C()M~IIJNITY-BASlm W,\IVER ACTIVITY 
(1993-(996) 

• 
~~~~ 

il/?'}(CiHO~~~~N[).; STATE' -_..... 1915((,) 1i()~1E:ijHJ1;( S'fA1E".I9,WC)1-!6~~-ANr1I~/SiATEi«~...: .• 'iii 
"{T~,;r .fQ~.MUNjTY·fi,\SED· .;'•• :;'~ COMMl!NIT;\';~.A.s8D,' '. ,§.9}':IMUNITXJ.!lld, <" 

~iiit%),( ~." .:,:;: ; ,W.&'Y-f.:~RS~:';r: ,"<:, '. ~>"> " .\yAIVERS ';A};~~ ~ . _ "' ]!'<~ED,WAty!l!l~" " ,­

Alabama " KCIllUdr 6 North 03101.1 , 
Alasha " Louisiana " i/o,o 13 

.. 

ArizOlla "taim,: 11 UJ...Iahllffia 9 

Arkansas 10 MiU}lartd • Oregon 2 
.. .-~~ 

California 10 /'.las<;achuSt'lt$ l Pcnnsyl\'ani:l 14 
---------­ ---------­ - - ------­ -­

COIUf'UJU I. l\lkhig;m " Rhode Islam] 6 
- --­ - - -­ - - --­

Conmx(icul 7 ~1innc.sota 11 South Carolinn Il 

Ddawur\! 7 Mi~si~"!rP! (. SouIIlDal..ol;\ • 
D.C. Mis}.(Juri 11 Tennessee " ---------­

rlorid., 17 MOl1limo. , h'<>:3S " 
GeQrgia 7 Nebraska " Utuh 1 

Hawaii 4 NCI'ada 9 Vcrmmlt 1 

Idaho 4 New Hampshire 1 Virginia 7 

Illinois 15 Nt.!w kcsey .. Washington I • 

IndIana 74 N~wMexlw 4 West Virj!:inia , 
1000\"u 

, 
2J New \'ork " Witcnnsin 16 

-----_... .. 

Kans.."tS 7 Nmth Carolina Il Wyoming • 
TOTAL m 

..­
I tie numoers mdlcated Il1dud~ ~ppro\ed Ilnd rxndltlg ne\~ waiv¢rs. rene,\ais.and rnm:iificahnns. 
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• • • 
ENABLING STATES TO REQUIRE HEi\LTH MAINTENANCE ORGANIZATION ~:NROLLEES 1'0 MAKE NOMINAL 
COl'A YMENTS 

Administration I'rollosal: 

- - - -'I"lie AJl1liiij;;lralionls~prQPosal·\volilll allo\~ si'-l-te~~~t,l(i·li~;-'-il!li- plall!~--CO -rcYuin..:-rlolnina! copaynlcnts -fr()lll- rV1edicaid-benelici-arics wl1o-- -~, ­
are enrolled in H1\"10s to the extent that copaYTI1('nts could be imposed irthe beneficiary were not enrolled in an HMO, For example, 
;:;tate~ could not require children to make copaYHlcnts, nor charge copaymcnts ~or pl'cgnancY-Iclmed servires or emergency services. 

o States and health plans would have the fleXlhility to control unnecessary uti\i;r...ation b(;It~~r. 

o States could reduce their capitation payments based on plans' anticipated copJyrnenl revenues, and 

o Plans would still be required to provide services, regardless or enrollees' ahilily to make a copnymc-nt. 

Background: . 

Currently. staH~s cannot require categorically-eligible Medicaid beneficiaries who enroll in HMOs 10 make any type of cost-sharing 
payment. inducting c<Jpayulents, This restriction prohibits States and Medicaid-contracting health plans from using all available tools 
to control unnen:ssary utiliL.ation of and payment for services. States currently have the ability to impose nominal copayments in the 
fee-for-service portion ufihe Medicaid program. 

11 
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IV. FLEXIBILITY IN I'IWGHAM .E1JGIBILITY 

INCOMF: LE"F:L FOR INFANTS ANI) I'REGNANT WOMEN 

AdministnHion Iltoposnli 

The 33 States that choose to cover pregnant \\omcn and infants above the minimum 1 })0lo: of the Federal Poverty Level (FPL) witi be 
given the 0Plion to lower this income eligibility threshold back to the minimum level. Currently. once a State chooses to expand 
Medicaid coverage 10 include populations at an income level above 133% FPL thc>, ;lfC prohibi(cd from lowering the im:ome 
threshold back to 133% FPL. 

Background 

States that used a percentage of poverty for digibilil), len:! for pregnant womer). ami infants that was above the minimum percentage 

required before OSRA 89 are currently prohibited from reducing that percentage. 


The attached chart shows the 33 states that could take advantage of this provision today. 
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INCO~lE ANII ELlGllllLlTY LEVELS: INFANTS AND I'IU:GNANT WOMEN 
'Ihe JJ IJightigftllid ,,1:1\';;; could ;ah' :hhan:ar,c ot'thi\ prm iSi"o,"'-_______ 

u U U u ~~~~~~~~~~~~~~ T~~~n n n n n" " " "T~ r r-----------------------1 

I't;RCENrOI'l'()VUtTY I srAIESTATE I'EHCEN r or !'{l:VER I Y I ~ rATE I'ERCENTOF 
POVERTY 

"' ,i J North! bkn!3 lJ3 

III Ohm 133 

$t:tll';$ with dlec!lrc [ncoOle 1..~el5 <Ibo\'1! Ihc nominal sl:ltutory ma.\.trnum use the authority in section 1902(r}(2) to diSfegard higher than 
usual JmOl.ll1lS of ir«:OlllC. 

• • • 
,'Iabam... 

t\bska 

133 

I)) Lnui::'-l,lIU 

'J 

• , Stales \l~ing higher inc:mm' len'l as pan of demonslrll1ion under senion II j i 
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V. FLEXIBILITY IN STATE ADMINISTRATION 

REFOR~IING ~IEIJICAIIJ ELlGIUILITY QUALITY CONTROL (~IEQc) 

t\dministration Proposal: 

The Administration's proposal reduces the complex accounting and imJividualizcd COSI accounting currently required under MEQC. 
by requiring that stales address only the numbers ofincligibles and the average cost per ineligible in the appropriate group. 

o 	 Details of spending on each ineligible caSl' will not hnvc to be documented. and 

o 	 Disallowances will not be distorted and excessively inflated when the ineligible sample includes a very few very high cost 
cases. 

All states will benefit from this reduction in individualized tracking. Though only a few States have excessive error rates (the national 
average has hovered around 2 percent for several years). all states are currently required to go through the entire determination, 
adjudication, cost accounting proccss cvery six months. 

Background: 

Federal matching funds are disallowed to the extent that a State makes excessive errors in determining ineligible persons to be eligible 
for Medicaid or understates the amount of medical bill that a person must be responsible for before becoming eligible. "Excessive" 
means erroneous payments in excess of3 percent of total payments. In certain circumstances. disallowances may be waived (e.g., if 
excessive errors are explained by events beyond the State' s control). 

" 




• • • 
REVISE ANI) SIMPLIFY MEIIiCAIIJ ~IANA(;E.\IENT INFORMATION S\'STE~l (M~IIS) REQUIREMENTS 

. 	 .' 

AdntiJli.~tr:Hjun proposal), 

. ---- -- -- Siales wouhlbavc ncw-!1exibility to design. slrudurc. anJ opcnlk their ~-kdjcnid l'vlmmgcmcnt InformatiorrS:,stems'withhrgeneral 
federal parameters rather being required to comply with the detailed systems design rctjuircmcnts and planning documentation 
requirements: in effect today. 

• 	 All states will be able 10 operale MMiS systems arc more tailored 10 State circumstances and thus more cosH:ffectivc. 

• 	 The Secretary wiil retain appropriate oversight authority ami the ability to enfi:)fCC general Federul parnmetcrs, but the States 
not be hamstrung by a Medicaid equivalent of"mandatory sentencing:' 

• 	 Because current financial penalties for non-compliance will be repealed, HeFA's on~sjle rcvie\"'$ of State MMIS systems 
would be less frequent and less intrusive. States would no longer need to dedicate severnl staff members to month-long 
preparations for these reviews. 

Backeround: 

Currently, as a requirement for federal administrative matching, all States must operate a Medicaid Management [nfonnation System 
that meets highly detailed federal requirements. Compliance is continuously and rigorously monitored. Non-compliance results in 
financial penaliies, \\'hich are elaborated in considerable statutory detail. 

" 



• • • 
I'ROYIIlER QUALIFICATIONS FOR OBSTETRICIANS ANI) I'EI)IATRICIANS 

Administration I'ropos:tl: 

The administration proposal would diminatc the detailed minimum provider qualilications that specify requirements that must be mel 
- -- -by-physicians-ser...ing pregnant wOlllen and children. ~-- --- - - ~ - - - - -- ~--- ­

The requirements that would be eliminated arc difficult for practitioners ill large urban and undcrscrvcd rural slates to meet. This 
proposal would make statc licensure requirements the only qualification n:quircrncnls practitioners serving pregnant women and 

children would have to meet. 


Rackground: 


Section 1903(1) establishes provider qualifications for physicians serving pregnant women and children. Physicians must be certified 

in family practice or pediatrics, affiliated with an FQHC. have admitting privileges at a hospital participating in a State plan, a member 
of the National Health Service Corps, or certified by the Secretary as qualified to provide physicians' services to pregnant women. 

Implications of the current policy are significant. 

New York estimated that only 113 of its physician provider population would remain eligible to treat pregnant women and 
children. 

Rural states e.g., Montana have indicated that the only source of physician care in some counties is from physicians who do not 

meet one of the qualifications. 


New Mexico conducted a quick review of disciplinary actions under licensure and found that all of the involved physicians met 

the Medicaid standards. 


The AMA estimates that approximately one third of the nation' s physicians arc not board certified. 


16 



• • • 
ELIMINATION OF REQUIIHSMENTS TO 1',\ Y FOR ]'IUV,\TE ilEAl ,'I'll INSIJ({ANCE 

Administration propos:,(: 

-~-" ~- .. " 

The currcnt h~lkral requirements in this area would he rcpeak-d. States will have the option to purchase health insurance for theiT 
Medicaid population under Oexibic terms of ncgl1llation \\'ith insurers. SlaleS will he irC'e to rte:gotiale bcncrit packages. premiums, 
and cost sharing rates (deduclihle and co-paymellts). SlatC'') WQuid continue to haw the option to continue such "buy-out" kinds of 
programs -- particularly costwcffccrJvc "buy-out" arrangements, 

Back2round~ 

Currently, states must pay premiums alld all other c()st~sharing obligations for a pri\'at~~ insurance plan for Medicaid eligibles when 
this strategy provides cost*effectivc c~)\'erage. 

Free of federal restrictions, stale~ should be able to dt> a beller job of restraining costs by moving people into private insurance, This is 
bec::Hlsc Federal requirements require slates to considcr all cost-sharing related to private ins.uram::e. Because private plan deductihles 
and coinsurance amounts lypically exceed the rv1edil:uid nHe for the same services. this requirement restricts the Ilumber of cases 
where a '"huy-out" would be cost-effective. Also, the requirement is virtually impossible for states to administer since every plan may 
has different payment rules. 

" 




• • • 
J;;L!~lINl\J!(!N.OF !'KRSONI'WL !{j:Q.IJl.lU:MENTS 

l\tlmioistraJion proposal: 

~. ~-·Prcscriptiyc'Federal per:mnnel"standanls and-requin'Hlcl1ts Ihal"currCtlt!y"must-ii<'. nTet bY'slales w()lHd oere-placea\\'ith-a'sirnple .. 
requirement that states provide me!hods ofadministratiotl which arc necessary [or the prOP('[ and erfj("icnt operation of the plan. The 
detailed state plan rcquirem:.~nts and documentation currently required woultl be eliminated. 

Hack2:ruund: 

Fedenll statute and regulations mandate in some detail that .slates must provide methods of admillistration for the establishment and 
main1enum.:e of merit system~bascd personnel standards. and st<ltes must use professional medical personnel fQr administration and 
supervision, Many of these federal requirements are duplicative or stale requirements and proct':ss:es:. States are required to provide 
considerable documentation for this p0l1ion of their state plan. 

18 
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• • • 
EUMINATION OF REQUllmMI':NT 1'011 COOI'ERA'I'!VE A(;,ml':MI>:NTS 

AdministnltinD Proposal: 

:fhc current requirements for entering into cooperative agreemerlts'\\'ith numerous other state agem:ies would'be repealed. ~ Also~ - .. ~ .....- -­
repealed would be any requirements that states provide documentuti(Hl, as it part of their slate plan, rhat the agr('emcnts are in place and 
current. 

The repeal of these requirements would alleviate considerable administrative ~urden for states, and \vould allow flexibility to pursue 
management 0'[ lvledicaid wilhing the circumstances within each state '5 administrative practices and circumstances. 

Background: 

Section 1902(a) requires that a State Plnn must "provide for entering into coopcrativc am::mgements" with other State agencies. Some 
State5 have interpreted this to mean they must submit state plan mnendments with the actual agreements cvery time all agreement is 
cst<lblishcd or there is a ch;mgc to an existing <lgrc4:menL The n.:quiremcnt. hO\,.,cvcr, is for stales {lilly to indicate in their State plan 
OInt agreements exist and identify which agencies the agrcements are with. Slales are not required to submit the actual agreements. 
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• • • 
ELIMINATION OF HEQIJlI!EMI·xrS FOR I'REAllMISSION SCREENING ANI) ANNUAL IU:SI\l~:NT REVIEW· 
(PASARR) 

Administration pr()p05Al~ ----..-.----.. --- .------- ---.•. 
Replact: the requirement for an annual resident review for all residents. wilh a requirement [hat Slates conduct an annual resident 
review on an exception basis. Under the Administration proposaL n::vic\\:s would be conducted only when the NF resident assessment 
Indicates 11 significant change in lhe physical or mental condition of the resident 

This \\'ould provide considerable administnJlivc Ilt,'xibility 10 focus scarce resources on those residents whose condition indicates thcr{~ 
is a need for additional intervention and assessment. This proposal relieves the states of hurdensome. costly, anlluttl rc\'ic\'.'s of every 
resident whldt duplicate. in huge pmL the rcquin.:d c\'aln:llinm. :md add link valuc 10 mceting thl." tll . .'cds or rcsklcnls. 

Backe;round: 

States are required to perrcform resident assessments promptly after admission, after a signi11cant change in physical or mental 
cond.ition and no less often than annually thcrcancr for all mentally retarded or mentally ill individuals residing in facilities. 

Although each state administers their reviews differently. the stale of Washington can be looked to as a ease example. (n J991, 
Washington conducted 400 annual resident reviews at a cost of $750.000. Underthc administration's proposal, the State of 
Washington's burden would be reduced significantly l:xx:ause duplicative reviews would be eliminated. However. the actual reduction 
cannot be quantified. 

w 



MEDICAID STATE FLEXIBILITY • 
The Alternative Medicaid Reform Proposal dramatically increases State flexibility in Medicaid 
program administration. At the same time, it achieves Federal Medicaid savings through the use 
of per capita caps which protect States against eligible population growth due to demographic 
changes. economic downturns. and other uncontrollable events. Finally, the level of savings 
proposed by the alternative is substantially less than a third of what the Republicans are seeking. 
Thus, States would have the flexibility to tailor their Medicaid programs to meet local needs 
without the suhstantial funding losses and financial risks inherent in the Republican block grant 
proposals. 

The State flexihility of the alternative plan is illustrated by the fact that many of the Medicaid 
flexibility proposals requested by the States over tbe past several years ate included explicitly in 
the plan, The following chart reflects items requested by the NGA in its 1993 summary of State 
Recommendations for Statutory Change and its Medicaid Policy adopted 1n January 1995, 

Provisions in the alternative plan should be considered preliminary. 

• 

• January3!,1996' 
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Fle:libiUty Proposals Contained in the Alternative Medicaid Proposal 
I 

,• 
I 

NGA Medicaid Proposals A1ternative Proposal , 

,Structure: , 

o ImpQse no unilateral caps for federal 
spending on Meakaid entitlement. 

. 

Addressed. In con1rast with the Republican 
block grant proposal, the alternative per capita 
proposal provides States with protections for 
enrollment increases due to population 
changes and economic conditions. 
Disproportionale share payments (DSH) 
would be reduced and restructured_ Entities 
eligible for DSH payments would be expanded 
to include FQHCs, RHCs and other outpatient 
providers. 

The alternative proposal would also include 
new payments to a number of Scates with high 
numbers ofundocumented immigrants and 

• Eligibilit~: 

o 'Simplify eligibility by collapsing existing 
categories and optional groups where 
appropriate. (NGA '93) 

, 
, 
, 
I ,, 
, 

o Allow States that have expanded coverage 
for pregnant wqmen and infant beyond the 
m~ndatory level to reduce income eligibility to 
as low as the mandatory level (NGA '93) 

o 'Allow states to pay Medicaid rates for those 
services provided to recipients for whom the 
state bas purchased cost-effective group 
health insurance. (NGA '93) , 

January 31, 1996 • 
I, 

, i high levels of uncompensated care, 

Addressed. To allow for eligibility 
simplification and eligibility expansion, States 
would hsv.e the option of covering individuals 
up to 150 percent ofpovel1Y. as long as the 
expansion is "budget neutral," Current 
coverage would be maintained. 

Included 

.........
~----

Addressed. States will have the option to 
purchase group health insurance and pay 
Medicaid rates. 



•• 

• Provider Payment: 

o Give states greater leeway in containing the 
cost of hospital and long~tenn care through 
the Boren Amendment. (NGA '93, NGA . 	 . 
'95) . 

: 0 Promote cost control and efficiency -- i.e" 
encourage states to continue innovations in 
provider payment methods. (NGA '95) 

o AJlow greater flexibility in imposing 
beneficiary co-payments. (NGA '93) 

o Provider Qualifications , .' 	 Repeal provision establishing minimum 
qualifications for physicians who serve 
pregnant women and children. (NGA 
'93) , 

• 
, 

Repeal the annual reponing 
requirements for DB a~d pediatric 
care. (NGA '93) 

,,-Benefits: 

o States should nave the ability to tum home 
and community !:lased waivers into permanent 

_ state plan amendments once the waiver has 
: been proven effective. (NGA '93. NGA '95) 

o Personal care should be an optional service 
that can be delivered or provided by other 
providers besides home health agencies. 
(NGA '93) 

Addressed, Doren amendment is repealed for 
hospitals and nursing homes 

Addressed. Permits States to implement 
managed care programs without waivers and 
eliminates cost·based reimbursement for 
FQHCslRHCs following a two-year transition 

Addressed. Allows States to establish 
nominal co-payments for HMO enrollees. 

Included . 

Included . 

Addressed. States may establish home and 
community-based services without waivers _ 

Affirms current law that personal care services 
can be delivered by pro~iders other than home 
health agencies. 

• January 31,1996 



• , 	 ' 
, Deliverv Sxstems: 

I , , 

Addressed. States may implement managed 
m~naged care networks: 
o Allow states greater flexibility to establish 

care programs without obtaining waivers from 
HCFA. 

• States should be able to establish 
, 

networks (including PCCMs) through 
the state, plan process rather than 
through the freedom ofchoice waiver 
process. 
(NGA '93, NGA '95) 

• 	 Eliminate the 75/25 rule for capitated 
health plans panicipaling in the 

, 	 Medicaid program (NGA '93, NGA 
'95,) , 

• 
! 

• 
Under a freedom ofchoice waiver, 
permit states to restrict Medicaid 
recipients in a rural area to a single 
HMO if there is only one HMO 
available, (NGA '93) 

o Once a state has demonstrated through the 
waiver process that the program is effective 
and efficient, other states should have the 
opportunity to make that program a part of 
'heir state plan as an optional services without 
having to submit a waiver f,\iGA '93) 

Included, 

Included, 

• Included ,, 
I 

, 
Addressed Managed care and home and 

, community-based care no longer require 
waivers. 

I ,I O~alitl{: , 

, ,
!0 OBRA '87 Nursing home reform Addressed, 
: modifications: 

• 	 Eliminate restrictions on training sites 
for nurse aides. (NGA <93) 

• 	 Eliminate PASARR, (;-.IGA '93, NGA 
'95) 

' Eliminates prohibition on providing nurse-aide 
training in rural nursing homes. 

Eliminates duplicative annual resident 
assessment under PASARR. Retains pre­
admission screening. 

• Jan~ary 31,1996 



• o OBRA '87 enforcement: the determination 
of deficiencies require a form of scope and 
severity index to assure that limited state 
resources are directed to the enforcement of 
the most egregious deficiencies (NGA '93) . 

Administrative: 
,, 

o Technical disallowances ~~ prohibit Federal 
disallowances for "technical" issues that do no 
harm to beneficiaries. (NGA '93, NGA '95) 

, 

t 
f 

• 

f, 

• January 31, 1996 ' 

Affirms current law to anow the targeting of 
state enforcement resources. 

. 
Under discussion - HCFA's disallowance 
authority would be modified to enable it to 
avoid imposing excessive disallowances that 
are not commensurate to the size of the 
State's violation. 
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 1995 ·1996 CHRONOLOGY OF OFFERS ON MEDICAID 


, 
The followinS is • chronology ofoffers within the past year which have been submitted by tlte 
White House, Congress. and tlte National Governors' Association for funding Medicaid. 

October of 1995 

· Republicans submitted the Medigranl Initiative designed to save 5181 billion (block igrant). 

I, 

Odober of 1995 

· Coalition Bill designed to save approximately $85 Billion (per capita). 

i 
Noyomber of 1995 

• 
, - Conference Agreement which WaS scored at $l82 Billion and 

repriced at S133 Billion (block grant) . 

December of 1995 

· President Clinton's Balaneed Budget included. Medicaid proposal designed to, . 


> save $54 BiDio. (per capita). 


[tbr«l!)' of 1996 

• Medigra.t II designed to save $85 Billio. (block grant). 

February of1996 

- National,Governors t AssociatioD passed a resolution which included a Hybrid Block 
GrantJPer Capita proposal. Savings to be determined . 

• 
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11117/95 

Issues Summary 

"Medicaid Transfol'mation Act of 1995" 


Conference Agreement 

November 1995 

OVERVIEW 

Repeals Title XIX and replaces it with Title XXI, "Medigrant Program for Low-Income 
Individuals and Families" 

ELIGIBILITY I 

I 


[Largely the same as the Senate version, although States may define disability for purposes of, 
mandatory cO\lerage,] 

• 	 Individual ~ntit1ement would be eliminated. Current Medicaid enrollees .- including 
children, th~ elderly, individuals with disabilities and dually-eligible Medicare 
beneficiaries -- could, at a State's option, lose eligibility for certain Medicaid-covered 
services. 

• ,. States are required to cover pregnant women, children age t 2 and under, and the 
disabl~ (as defined by the State) with incOIne below the poverty level However. other 
provisions in the bill undermine this guarantee. States can vary coverage across 
geographic areas and can vary duration and scope of serVices across enrollees. Enrollees 
have no guarantee of any particular service or any level of covered serviees. 

• 	 Current spousal impoverishment protections are retained. 

• 	 Individuals woulJ not be able to sue a State in Federal COUl ~ for the Slate's fai: ... te to comply 
with Federal Medigrant requirements. Therefore, guaranteed coverage for pregnant women, 
children and the disabled and spousal impoverishment protections -- as well as any other 
individual rights within this bill-- are effectively nullified. Only the Federal government 
could attempt to enforce these statutory provisions through an administrative compliance 
process . 

• , 	 Current restrictions on liens and estate recoveries are eliminated. 

• 'States COU1~ not deny coverage of services based on a pre"exi~tjng condition.,, 
,+ -	 States cann'ot require an adult child whose income is below the State median income level to 

• 
contribute ~o the cost ofnursillB home care for a parent 

, I 
+1 	 States may~cover individuals with incomes below 275 percent of poverty. [Midpoint between , 



• 


• 


• 


. 

CONFERENCE AGREEMENT 2 	 MEDICAID ISSUES 

. House and ~en.'e.l 

SERYICES 

[Largely similar t,o both the House and Senate.] 

• 	 Required se'rvices -- even for hospital or physician services -- would be eliminated. 

.. Immunization services llnd pre-pregnancy family planmng services would remain as the, 
QJJ.!x required services in this bill, However, the VFC program would be repealed. 
causing immunization costs 10 increase,[Same as Senate.l 

, 
• 	 Comparability of services between eligibility groups and geographic regions within 

States would be eliminated. No standard services (e.g., current mandatory services) 
would be reqmred to be covered tn <:.very ~tate. 

i , 
• 	 States would be able to ....ary duration and scope of services ii'om enrollee to enrollee. 

Therefore, equitable coverage for eligible beneficiaries would not be assured. States would 
be able to discriminate against certain enrollees (e.g., due to age, sex, or race) by pro,(iding 
different levels ofcoverage for the same service. 

• 	 The requirement for Early. Periodic. Screening. Diagnosis and Treatmenr(EPSDT) of 
children would be eliminated. 

• 	 Abortion services would be limited to situations involving rape, incest, and protecting the life 
of the mother, 

I 
t 

PAYMENT TO STATES· ALLOCA nON F~R~1ULA 

[Similar methodology to both House and Senate provisions, but with significant differences.) 

• 	 Savings tOf:3.1 approximately $164 billion over seven years. 

• 	 For each fiscal year. the Secretary would calculate both a Federal obligation and an outlay 

allotment for each State. 


.. 	 The o?ligation allotments would be slightly higher than the actual amount ofFederaJ 
funds States can draw down -- the outlay allotment. The rationale for this provision may 
be that States often incur greater costs than they are able to draw down Federal matching 
payments in a given fiscal year. 

I , 
.' 	No special :treatment for disproportionate.share hospitals (DSH). DSH payments are included . . , 



CONFERENCE AGREEMENT MEDICAID ISSUES 

! in the base, ~ 
I :• 	

3 

• 	 ; All States' outlay allotments would be adjusted (using a scalar factor) so that the total does 
not exceed theavail.ble pool ofFedera! funds, The poo! of Federa! funds would be $%.4 
billion in 1996, $103.2 billion in 1997, $107,9 billion in 1998, $112,6 billion in 1999, 

, $117.4 billion in 2000, $122.3 billion in 2001 and $127.4 billion in 2002, Theavailah!e pool 
: ofFederai funds would increase the lower of 4.2 percent or GDP for years after 2002. 

• 	 Outlay allotments for 1996 would be established in statute. [New provision.] 

+ 	 A State's outlay allotment for 1997 and subsequent fiscal years would be equivalent to a 
calculated needs~hased amount, subject to a scalar (to make State allotments sum to the total 
pool) and growth limits: 

Floors 

~ 	 Annual growth in States' outlay allotments would not fall below 3.5 percent in 1997~ 
this increase is reduced to.3 percent in ]998 and 2 percent for subsequent years; 

'.. 	 All States' computed allotments would be at least 0.24 percent of the Federal pool 
beginning in 1998. 

I 
" 	 Beginning in 1998, if a State's annual allotment growth exceeds the national growth 

percentage, annual allotment growth would be limited to 4 percent. • 	
, 

Ceilings 
,I 
• 	 The 'growth in States' outlay allotments cannot exceed 9 percent for 1997 and 53 

percent for subsequent years;
I 

• 	 Outlay kUotments for the ten States with the lowest Federal Medigrant spending per 
resident 1n poverty would grow at 7 percent; 

, I 
• 	 ; The needs-bliScd amount for each State is generated using measures of State's relative number 

, of residents in poverty. a case--mix index, an input cost index, and national spending per 

.person in poverty. 
, 

• 	 New Hampshire and Louisiana would have outlay allotments of$360 million and $2,6 billion 
through fiscal year 2000. They would be required to contribute State share of$203 million 
and $355 million, respectively, plus 20 percent of the difference between these amounts and 
the State contribution that would be necessary to draw down their full outlay allotments in 

, 1996, The States' share oftbis difference would increase by 20 percent increm~nts each year 
until, in fiscal year 2000. they would be meeting their full obligatl0ns.[Same as Senate,] 

•• 	 ­
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I 

• 	 1 Louisiana and Nebraska would have pre~determined allotment increases of $3 7 million and 
$106 rnililon, respectively, for 1997; 1'evada's allotment would be increased by $90 million• 	

4 

.nnually for 1996, 1997 and 1998. [New provision.] 

• 	 A supplemental allotment for emergency services to undocumented immigrants would 
provide additional funding to the fifteen States with the highest number of undocumented 
immigrants..This anotment would be allocated based on the proportion ofundocumented. 	 . 
immigrants in each State compared to the total for all States receiving the supplemental 
allotment. $j.5 billion from 1996 to 2000. 

! 
• 	 ,The Federal Medicaid assistance percentage (FMAP) would he either the result of the current 

formula (bas~d on States' relative pel' capita incomes). 60 percent, or the tower of the new 
F1v1AP (based on total taxable resources and aggregate expenditure need) or the current 
FMAP plus i0 percent States would be able to choose between these three options . 

. [Combinatio!", afSenate and House provisions.1 

-
LIMITATIONS 

• 
, . 

[~ostly similar to House provisions.] 

• 	 States would not receive federal match for payments made for non~emergency services 
provided by excluded providers or provided to illegal aliens, payments eligible for third-party 
coverage, or payments for medically~relllted costs in excess oHive percent oftetal 
expenditures: {Similar to House and Senate.] 

I 
I 

• 	 No Federal funding would be available for administrative expenses greater than $20 million 
'plus 10 percent of Iota1 program spending in a given year. 

+ 	 No Federal fl;lnds 'WOuld be available for p'JTchase ofoutpat: :;tt drugs from li r::.:,:·.:..:facturer 
who was not participating in the drug rcbate program. 

SET·ASIDES 

[Combination of House, Senate and new provisions.} 

• 	 States would'be required to devote a minimum proportion of their total program spending on 
low~income families. low~income elderly, low~income disabled individuals, and services 
provided by federally~qualjfled health centers and rural health centers . 

• 
. ~ .• This mi~imum percentage would be oased on 85 percent of the average percentage of 

State spending on mandatory eligibles within these groups for mandatory services from 
)992 to:) 994, Spending for all elderly in nursing homes would be included in the ,, 

l' 
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, 

elderly set~aside. The Medicare cost sharing set-aside would be based on 90 percent of 
the average percentage of State spending on Medicare premiums from 1993 to 1995. • 

, 	 5 

[Same as House and Senate,] 

• 	 The minimum percentage for FQHC and RHC services would be based on 85 percent of 
the average annual Medicaid expenditures from 1992 through 1994 on services provided 
by these entities, (New provision.] 

• 	 States would be pennitted to spend ~ than the minimum set-asides if they can determine 
,that the healt.h needs of the population can be "reasonably met" wIthout the required 
expenditure amount. [Same as House.] 

• 	 States would also be permitted to spend less than the minimum set~asides ifan independent 
actuary certifies that, under the State plan, the State will be spending at least 95 percent of the 
minimum se~~aside for any of these categories. [New provision,] 

,, 
PROVIDER PAYMENTS 

(Largely the same' as House and Senate provisIOns.] 

• The bill removes ~11 Federal provider payment requirements, including the Boren amendment and 
payment requirements for Federally.qualified heal1h centers and rural health centers. , 
• 	 l States would be required to set capitation rates in accordance with actuarial principles. 

• 	 : DSH payments are not explicitly retained. Howeller, States must include a description of how 
1 these hospitals will be paid in their State plan. [Same as Senate]. 

COST-SHARING 

• 	 States may Impose c05t~5haring requirements -- including coinsurance, copayments., 
deductihles and other charges -- on Medicaid enrollees, except: 

.. 	 States \\'Ould be prohibited from imposing premiums on famHles with lncomes below 
the Federal poverty level with a pregnant woman or a child (under age 19). 

.. 	 Copay~ents for primary and preventive services (as defined by the State) must be 
nominal for pregnant women and children in families with income below the Federal 
poverty:level. 

• • States would have broad flexibtltty to develop premium and cost~sharing schedules. States 
could choose to develop premium and cost-sharing requirements that discourage 



, 
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, 
: inappropriate use of emergency services.; encourage the use ofprimary and preventive care. 
: are related to economic factors, employment status, and family size; reflect the availability of • 	

6 

, other insurance coverage; or are tied to participation in programs that promote personal 
responsibility (I.e., drug treatment or employment training), 

DELIVERV SYSTEMS 

[Same as HOllseand Senate.] ,, 

• 	 Access standards for health plans and other providers would be eliminated. 
I, 

• 	 Freedom ofchoice requirements would be eliminated. Beneficiaries would not be guaranteed 
I a choice of plan or delivery system, 

,i 
• 	 ,States' abilitY tQ contract with man4&cd cafe plans for services. case management, or 

coordinatio~ would be unfettered. 

NURSING HQME QUALlTV ASSURANCE 

• Maintains much of the current statutory structure from the OBRA 87 nursing home reforms, but 
'States will be responsible for setting and enforcing quality standards. 

• 	 States could tum over their standard setting and enforcement responsibilities 10 private 
organizatii)n~ (allows "deemed status"), v.'ith no Federal review; 

I 
• 	 Maintains Federallook-behmd of State surveys, but changes look-behind to it three-year 

: cycle; 

• 	 'Requires S~tes. rather than the federal government, to establish requirements for nurse aide 
, traming. pre~admission screening and annual resident review (PASARR) and administrator 
: qualifications; 

• 	 Eliminates the annual review component of PASARR; 
, 

.• ,Reduces statutory specificity on the level of services and activities that must be provided to 
nursing home residents; 

• 	 Eliminates current protections that prohibit nursing homes. from requiring potential residents 
, to forgo Medicaid coverage at the point of admission or in the future or from requiring 

• 
additional payments; 

• 	 Modifies residents' rights with regard to transfers; and, 
i 
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• 	 Eliminates u'niform data requirements. 
I 

MEDICAID DRUG REBATE PROGRAM 

[Largely similar l? House and Senate,] 

• 	 Federal paY1!'ent for outpatient prescription drugs would be available only if the manufacturer 
has entered into a Medicaid drug rebate agreement with the Secretary, 

, 

• 	 States are odt required to partIcipate 1ft the drug rebate program, but they cannot pay for drugs 
unless they do. 

• 	 Supplemental rebates (beyond those agreed to by the Secretary) are prohibited, {Same as 
Senate,] 

MEDICARE COST-SHARING 

• [Same as House and Senate,1 

Low-income Medicare beneficiaries would not be assured of continuing to receive State~financed 
assistance with Medicare costs. States could eliminate payments for premiums, coinsurance, and 
deductibles Of reduce the scope ofassistance -- e,g" covering only a proportion of the Medicare 
prerruum. 

'NATIVE AMERICANS 

[Same as House and Senate,]
l 

• 	 One hundred percent Federal matching would be extended to services provided by tribal 
providers as wen as indian Health Service facilities, However. one hundred percent Federal 
matching for, these services would not increase the State's base, This requirement therefore 
would effectively reduce available Federa' funds for other Medicaid populations, 

• 	 State Medigrant plans would be required to include a description ofhow (or whether) Indian 
Health Service facilities will be included as Medigrant providers and how eligible lndians 
will receive medical assistance. 

• 	 States will be required to consult with Indian tribes and tribal organizations as they develop 
• 	 their Medigr,ant plans, 
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DEMONSTRATION PROGRAMS 

[Same as House,]'
i 

l
No provisions for section II ) 5 demonstration programs, States with 1J15 statewide 
demonstrations would be treated on par with other States. 

I 

ACCOUNTABILITY 


[Similarto House and Senate,] 


• 	 The bill does not require States to b. accountable for how they spend Federal funds, 

• 	 Limitations on the use of provider taxes and donations, contained in the MediCaid Voluntary 
Contributiori and Provider-Specific Tax Amendments of 1991, areeliminattxL [Sameas-
House,] , 

• 	 The State~sh~re limit on inter~governmental transfers is retained. [Same as Senate). 

• • The Secretary's authority and ability to enforce compliance would be severely constrained by 
procedural requirements. 

I 
, 

• 	 Goals, objectives and performance measures in Stale Medicaid plans are unenforceable. State 
accountability for State Medicaid plans ~~ and amendments to these plans ~~ would be 
minimal. i 

, 
• 	 Current Federal disallowance authority would be compromised. The federal government 

would be prohibited from collecting pending disallo'Wances. 

II-tEDICAREIMEDICAJI) DEMQNSTRATIONS 

[.Same as Senate provision,] 

Requires the Secretary to conducl up 10 ten State demonstration projectsJntegrating Medicare and 
Medicaid delivery systems, financed through a combination of Medicare and Medicaid funds, 
These projects would focus on coordinated services for chronically ill elderly and disabled 
individuals who are eligible for both programs. Beneficiaries wou1d not be required to participate 
in these programsl 

• Prepared by HHS" updated 11128195 	 G:\MED1CAlD',cONGRESSs5lRECON\COSFER.ISl 
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BIPARTISAN BUDGET PROPOSAL 

, 

This proposal i represents a framework that is supported by iii bipartisan 
group· of Senators who are united In the goal of balancing the federal 
budget within ? years using ceo scorekeeping. 

Total savings i 
" 

estimated in this proposal are $661 billion over the neXI 
seven years. I Those savings, in conjunction with the economic divcdend. 
will eliminate: the federal deficit by the year 2002. 

I 
1 

• 
Discretionary: The proposal assumes that discretionary spending in each 
of the next seven years will be slightly less than the amount spent in 
,995. LImiting spending in this manner will save $268 billion OVer that 
tlmeframe. 

Medicare: The group proposes 10 slo\-, the rate of growth in the Medicare 
program by $~ 54 billion over the next seven years. The plan assumes 
Medicare Part B premiums will remain at 31.5% of the program's cos:. for 
most seniors but allows the premiums to drop to 25% for those with lower 
incomes. In addition, upper-income seniors would pay a greater share of 
the cost of Iheir health oare. Finally. the group reoommends Inoreasing 
the Medicare, eligibility aile to conform with increases in the eligibility 
age for Soci~ Security. 

, 
I 

Medicaid: The agreement assumes savings in the Medicaid program over 
the next seven years of $62 billion by Imposing a per capita cap on federal 
spending. i 

I 
WelfarefEITC: The proposal usumes savi"gs from Walfare programs in 
lI"e with the: Senate-passed reform bill, In adelltlQn, the plan calls for 
changes in the Earned Income Credit program totalHng $5 billion. 

I 

1 
1• i 

,. 

•1 



• 
• 

• 

Other Mandatory Savings: The agreement proposes $62 billien in 
savings from farm programs, civil service retirement plane. student 
loans. veterans benefits. and spectrum salos. 

CPI: The plan assumes the Consumer Price Index will be lowered to mora 
accurately reflect the cost oj living. The propcsal would lower the CPI by 
0.5 percentage poi"!s in 1996. 1997 and 1998. The adjustment would by 
0.3 percentage points in the years 1999 through 2002. 

\ 

.' 

• 

v/E"d 
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BAlANCED BUDGET 

I 

I 

, I 7,t 
Senate GOP Admin. 

Bipartisan (1/6 ) (1/6) 

Discretionary -349 -295 ',~ 

~ 

Mealcare -154 -168 -102 

MedIcaid -85 -52 

Welfare!EITC -15 ·45 

Other Mandatory -S9 

Tax Cuts 87 

Tax Loophole Closings "60 

" 


Debt Service -S2 .63 "67 

I," -110 "18 -18 

Tota' 7-Year Savings ,(1) "681 -SliD -601 

I 

I 

I ..... 


" GOP & Admin. plans adopt the "full" SI.S CPI correction'. 

Prepared by sa 1·11·96 
I 

I 

• 
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SUSPENSION 

I 
(Policy Position offered by Governor Thompson and Governor Bob Miller) 

lRESTRUCfURlNG MEDICAID 

PRE.AMBUl . 

Far i most of the last ,~t'cadt. huJlth ~Qrt upuuJiturts in t& UlJiled StaltS hav~ fru 
, 

cceedtd, aveatl growth .in 1M u.s. ~, And 'While: IfW.i.i&at infladan it declining, publii:: , 
and priW:tttly {wfIiUJ htallll wt rosll COlttinw lC limu eM I(HI: IQm «(mom/( growdt cf the,, 
nm:iOI1. for Jt4US, w prltrtl:f'Y impaCt of hcaltlt can costs em S{aft' budgtts haJ btt:ll ill Ute 

MedicqJd J'f"O'I1'am. .Annual MuiicaiJi growth (JVU the IdS! (Uc.tkk has hem well in t:tce$$ of 
, ' 

JO fWCUll, o.lI4 in half of thOJ~ )'~ IJ1UlW!I growth approached 20 ptrcOlt. DeftrmiJling the 
I 

cauus :0/ such tl.lfbridltd 1{I"Q'Writ is dJ.ffu:Ull. H()w~f!r. mlJjt" cotltriblttilfg /aClIJfS ilKtJidI!: 

co/tgr6siim.af ~ in I tiJ.c program, C01.iff dtcisiofU limiIing 1M nalU lit Utet,. ability' to. ,. 
canrrc/ COSI$, polJ.'cy dLcisioru, by stIJUJ marimizVtg fet1etol jfrr.andJ1g of previbUsJ)' state-fonded 

hLaJch can! Jl11lCf'011U. anti chollgVtg dunographics,

• 
., 

. I 
. 

Restricting rht grtJ""7.h 'uf Mtdicoili it no tCSJ l4.f-t MuJi,aid if ~ primary $OW!( of 

heolJh care for low inc~ prcpalll WMtm aM chlldrot. putOlU. with diJabililies, anti. the 
. I 

frail e/tiuly. This ~c.r, sr.atts and IN fultrm govUMlurc combined 'Will s~l'Id lttOJ'e than $14() 
I . 

bill«". in this program provi4ing Cdtt 10 mOTt :h()lJ 28 miJiion people, 'lh~ chaUt/tgt for the 
I . 

notion, and Vo'l:u,um as ilu stnttm1J oJ tlW PTOEl'am, is to ~ Medkaid 10 thar health. 
, : 

!;are CQSU au MCJ'I'e e{fr!cdv~iy contai1l~d aIId chou lllal mtQi Mea h4allh. CaTl COYUllgC continl.te, 
10 gail! aceen U) lhtu care while giviltg Jt4US thL n(ethd ftnibiflfy ro m.arin1ize va: use t:I/

I 
these limittd health CtIl't tioliarf w mosr effec:.nvelf lTIell Ott NW of low m!;om( individuals, 

THE NEW PIIOGRAM 
, 

~lhin the baIMc4d' budgn dd>ou. a flumbc- of MtmlJri\'U to ~ alltiJIg Medicaid , ' 
program ha¥r. beqr pTOPCf~ Tiu fol1t)~1ng ourlinu thr! naaon'J' Gov01tOQ _proposal that blUlds. . 

fOW?atd adJWting a 5tN:amJimd and SUltc-llexible neaJJh C(JJ'f! S)'llt'm rhat gumaltit'# health catt' 

10 our I'rIOJt nt!1'.dy I!iriun.f. 

• 
. 

I 

! 
Pro~ Goak. Tht' program is guidM by foW' primary' goa/J, 

1. care Meds af tk nation'l mott vulnl!rahk populiJdo:ns must be 

in health UJrl u;undirlJus rtJ.USt be brought U/'tf.UT CO/lPOl. 

http:U/'tf.UT
http:nt!1'.dy
http:continl.te
http:co/tgr6siim.af


rrl:l..II'1 

I 

. , ....... 


• 
3. SIOtts must :hovl mtUimllm flalbility in th~ design IIIHi impletn~ntatfon of 

,orl·tff«ri"'~ ~Jtems of c.art. 
I 

4. Stalu must bt- prouc.ru!. ,fTom UJ1.Q.7J~~ progrt:rm COJU ruu/Mg from economic 

fluctui1.tiOlU inllN bu.rinus cyclL, chan.gUtg thmographict, aM natural wOJtas. 
I . 

E$IJiIy. C()yUDg'C 7'f!m4inr twQfiW(N for: 
; I 

i • J7tg1'iiU1J WDnwfI to J33 ptXtnl of povmy,
! I 


: .. Chilbt" to age 16, to JJJ ptrUttl of pq;otj, 


I i 
t • ChiJdnn agt 6 wwgh 12 (0 I(}() po'Ctttt of fI'Ovuty,

I 
• Tht frail r:ldttly :wJto mUf SSI inCQ~ an4 "t()UJ'(1; SUlndtudr. 

i 
! • Po-SOfU with. dirabilirU.f as d4iJtt.d by flu: state ill tlleu SlOtt! plan.. Sums win Juwe Q, 

fonds stMlSitk '~ilO1t(1tt {"qual (0 90 perunt of thlt pltf'Ctmage of tOla! rrudica/ 
I

a.r.rutaJ1CC fwu1s paid ill IT 1<)95 fa! persons with difal1iime.s. 

I~ .. Mtdicart cost sn1mt for Qua{!fi4d Mtdicau ikMjici.J:rrill, 

I I 

:. Either; I 


- Individuals Of" IfamilUJ who mctl cumin HOC thcOmt tJMd resource SUJ.miatdJ 
I 

(slaw widJ WOrM rtcmiJards higher thAn tht tlQMnal avcrage may lower those 
I 


stand4rd.r t(I rhe ItfltioMl IWt!f¥Jge): or 

I 

- StoW can nmi tI /llJgft fligibiluy system {fir individuals who art ~ligiblt fat a new,,
welfart program as Ufi,nt.d by me suzu:. 

Consistent with dot SI(Jt!l.I«, atkquacy of the statt plan will b~ dturmin.td by the Secrtrary 
i 

of HHS. The SeCTffllJ"j slJou.ld Juryt <% JIme CO'1ain to act 

, 
Coveragt fl!maW cpriDMIJor:, 
• AU other oprUma/l groups i;, eM flIrmll Medicaid program.., 
• OtJru WJ.Mduab );, /lJJrtiliu at dejiMd by tht stQ&4 bur below 27$ PCCCht of powrry., 

• 


- /'IptJftcffl and OUpadellt nospua! strmtS, physici.aJt u.rvices, prefUJU1{ cau, fUming 

facility urvi<:u. ,Ihome Jualt/! cart, [amity plUMing Jffl'U(S and supplies, lalx)f(uory 

aM :s;.ray se,vi.c..u. ptdimric aM family nurse pr;;;ctirio7let servicu, ltUTU niid.....'ife 

u.mccs, a!1il e;d;fy and Periodic Scfunillg. DitlgnoJis and Tuarmeltr St1Vius. (The 

• 
I 


·2· 

http:slJou.ld
http:dturmin.td
http:UJ1.Q.7J
http:bt-prouc.ru
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• '7" in £PSDT ~ Tt<kfiMd so mar a stale nu;d nor COWl' ail Meaicai4 optional 

Ism-ices fo' chiJdrat./ 
I I 

.:Ar a mlhUnum, all arJteT btltfjiU dqilvd 0.1 optional undtr rhe (U"fn! Medicaid. 	 , 
~rcgram would rtm4m oprW!U1J aNi. long rem cart optlotu sigru{ictJ.ntty braod.cMd. , 

• iSttliU hilYL 'Ompln~ flaibilily ill d.t!jiniIfB omosll1i, durarion. and ,cOJH of StrvKCS. 

I 

l'ri"'" R1tftt of Action I 
•• TJu: follawing au rJu ~ rlghu of aCMll for individu,a/J Of clunts lor eligibility.

I 	 . 
; - Bf/Cl't lakinl Jcdon ill lht .tl4tt courtS, tltt individual must follew (J ;mue 
. 	 , 

administr(1tiw apptab pnxUJ. , 
- SUlfU /'nun offo iJxdi~idul1ls or clrusu a privau right of cai(jlt ill rM sum: COlim 

as a coMition bf, 	pm1icipatiofll in the program. 

- Fol1lJwing aCrU>n' in the Jtau CoulTS, an individual or class could appeal dir~ctly 10 , 
eM U.S. Sl.ipnmr 	Cowr, 

- llU!.t:p~l'ttiJ:ftf of ~ny nett Ju.di4ial ~dj, 1M Sw-euuy of HHS cauUi bri."'Ig action
I . 

in the federal ,ou11$ an oeMlt of iltdividuals (iff classes bUf n01 for prollidm 0' 

htald'! pfOfU. 
I 

• Thm! should be 1l'Q privau righl of aaion /01' prcvl4m C1' heckh p/(J.J1..J.• 	
, 

I . 

I 
.• Stares mUH bt" abl( It) U$~ ~!l o"Jlilabl~ }ttaflh eau dtlivtl'"J .f)'stem! for these 

popuWtion.s wilhJr (1try !ptrial pmniIsian fr()n1 the [ewa/ tt>"errmWll. 
I 

• Stata must rw( 	hOYe {MoaJ.'y imposed limits C11 eM Itllmbel cf bent:jfdlln'es who may , 
be t.l1rotkd in arty nerwork, 

1'""f4g S"","",", and R,;"w""""""" 

• SIi:UU nUiSl ha<;e~ compkte authority Ie sa tdl hcal1Jt plan and provitlu ttdmbUl'UMtnl , 
raus wWrOUl itt~uU!a from W frdoal go~'unm£nr or Weo! af legal action of tht 

l 
""'.- '" plaA, 

• 	 The &lOt l.1h1tndm.tm aNi ollier Bonrt·liJ,;;e SItlMOl'f pro",'isiofl! mlm be fcpealed. 
I 

• "DIU! Juvl1ind p~rctJ1t f(aJo!'l"bl~ (OJI rcimburumt!flt" m:.uf Iu pr./2sed ou, o;'cr a Ih'O 

• 	
year poitxf for {tdilltilly qud[ficd hetJ.!th cmtm alld r.mIi htalrh dinics . 

http:l.1h1tndm.tm
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(. Slotts must bt IlbiL 10 .W Ihrit ~7t health pIa". and prol'ili.n i{lUJlificatioltS stand(m:is 

• ,I , 

• For tht purpou af lhe Qualified Mtdicaf'f l!.tnefo;iari.es progro.ttl, 1M st(:.ItS may pcy 

• 


lht Mt4ktJid tau ill /i.(u b{ 1M MtdicrUt! fau. 

Nunint HutIV Rt/tmfU 

'. StaU; klill abidt r.r tM 08RA '87 sUl1ll1aniJ fer nursi.llg h(Hr.ts. 

• Statts wilf MVt 'eM fo!ribUity w detcrrnir.e enforc.€mfnt StrOlt:gi.es for musing home , 
sraNimdJ and will inclwU til/1m in tAN start pJa!l. 

. I
IPian AdminutTalwn 

I
• SUIlU must 0' u:tburdentd /rom the heavy hand of OYVsi'ghl by the Health Care 

I 
Fil'r.ilJJCirlg Admf.tlisuoacm,

! 
• Tnt: pltm 4t1d pian amtndmttlt prouss muu be sffcamlinrd to Ulna,>,! ueFA, ,, ,

mic.f;)numagwt£ltl of nau progt'qms. 

•1, Ov..rsight Of SUl!t ~'n\!itit:! by <he Stcreui.ry nutS! bt! stFtamlifud tD asru~ (hat federal 

. imervumOll occurs en.y ,.,}un tJ srau failJ If) Ccn1p/y rutm(lnM1fJ IVith redeal .uamus
I 
tor its own p/Jzn. 

,
I , 

.',HCFA CiS1t onfy tlnPOSt d/.rol(owi1l1ca th4t are commtntUT4!! wah lIu size of the , I 

: ."ie/aMn. ,i 


I 
thould be , 

Prol-ide;' T«n::r tuUi Donarimu , ' 
: I 

• ,CWTtl'lt proltidtr /a:t!, and dOfl(lri(m rt"$rri.cn'oIU in [ednal Jtatuus iVCfuld ~ 'tpca{~tL 

I . ,
• Curran (1lt(/ ]X'1'lI.iiJ1g ,sum dispures wid: HNS ove provitia IfJXM ",Quid be disconn'nued. , ' , , 

~. Etu:.h SUw! wi/I JtaVl (1 nw.rimum !~der(ll allocation lhat provides 1M natl! with the 

finandtU capaeiry to COyq Mt:dicaid emoUee;, Th~ aJloco.tion i5" 4vciIobl.e on~ if the Slare p'.us 
. I 

up Q ",arching ptr(~ntl1gt (trt.ewodclogy to b~ iUjintd), Ttu: allocation u the sum of four 
,

/or;lors: base aIJocctior., growrh. spedal gtanfj (spuial gtanr$ have no $fate mafching 

n;quiremott) and an V!SlirQfI.(e IJrnpu!l4.. d!!cribed t1J fo/low;.' , 

',a;;uage of 1992 .hiougil, , 
I• 
, 

I ., . 
I 
I 
I 
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• .~Ai"_, . ~~.~~' 
,

2.. 'G1'(1Wlh.. Thi.s is a formula r.lw.t tJCC()lmtJ for utimared (nangtJ ,in mtdKal costs wui 

eJtim()tui CMngtJ in a narc't UJJdoad. It i.nclu.dts lift followVlg; 

• tbe nlative CO!t or ca~ for the POPDlatJOns 5A!nt:d; and 

• an annual mcJiea1 Viflalicn. {«lur (spec~~ [oeWl' to be dctenmltf:d). 

This 	fomtu.l4 it cal&lliaUd eadt yttl1 fqr 1M {o[Jm4"Utg )'tAr bOJttJ on !ht be..a available, 

illegal 121m art4 J'C7 cc:n.ailt sratd to auin Jndi.Dn Health Servke and rtfatttl faPll'fw 

in Un PNJii'isir:m of htalth '(ift ro Naliv~ AmuicalU. Stores will have no matching

I 	requirt:n1eIU to gain .acCeJ$ /C WSt (f.dt:raI funds, 

~, 	 lli. !Muram:t Umlmlla. This ilmuanu umbnl1a iJ deslgn«1 10 thS/irr lh(Jl J(aft!$ 

wUl get aCCess fa ad.diJitmaJ ftmm It)! unum populafi()IlJ if, becaliSe of fJl'lonricipaud 

CC.fUCtjuenc('s, lhe growr;" faCIO' jail! fO tUCtiraltfy ~ni1T/au flIt: growth ift Inc 

populariort. F'undJ art gtilUm:utd en a pu-bmcjidwy oasis for rhou de$cribed bt:low 

w.~ Wtfl" Mt il1clut1td iJ! the urim.aUt of rhr b(1.'te and ine grow/It. 17U$~ ft,mds are 

tlJ'I cnritlmwft to J~tes and fIOt wbjecr to annual appro;nWliartS, 

fDpu/atiQfli aM lJr.JJdilS: AcceJJ to Iht inswaJ'ltt umbrella it (lvai/a})lt- to cover the (au 

Of cart- !f)!' both fUrPlJ11Utd and optiDMl boufirs, The umbr~llt1 covers 01. guDTlUllttd 

~pul4ti()ns and 1h4 oprianal portion of two grouPJ-pt:7SCftS with disabilirit!J and rllt- d. 

dcly, 

ACCal h7: tor In.nmltKC UmhroJa. Thl iMural'i(t- umbrdla is aV(ljJa!;lt- 10 a SUUt 01lly 

Clfttr [he fol1owmg cohliitioru are nta 

• ] . 

• 

• 

.,. 
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• J. S1au-l must ht.rvr w&i up ~C' ovauablt !nut Md growlh f,.t.1'tIiJ Ihat htJd tfOI 

bun used b.tccnut the utimaud populariOf1 in the grOWfh and base was greoler 

tl!an. tIu aauaJ popu1aricm snvf!d. 

2 Approprii1u provuft;tu 'MriIJ ht tJlo/:;lishuJ to tlUUl"t thtJr JlgtU db 1101 ha~'t 

o(.cW ro tM umbrella fund.1 WJiuS then IJ a dtntoJUuable n.ud 

S. , Malclring Pm.-magt.. Willi du CtUption of tilt sptcio.l grarlfJ, statu mu.n ShOTl in 

tN (OIl of tht program. A nalt's mlIfChing contriburion irt 1M program wi}! mn 

acetd 40 pount. , 
6.: Di!pr9.pcrrirJnau Shtm HgfPilo1 Program. CUrrtlU dupcp(>rtionolt short hospitol 

sp~g will be included itt tM bf2Jt:. DSH fun4:s /nIJ.JI be Spettt on health cau for 

lew income pwplt. A .scalf: will no! W!tlw gr(1WUt on DSH if chest fwuJs cQ1U'lUute 

I'1'JCffe du.m 11 J#'Ull of to(4/ prOf/am apotdiruru 

• 
\ 

• 

' .. 




\ 'VI 
(insert: af'ter the ::irst sentenc~ afli1er "Private Right of 
Action II) : ' All these features will be designed to prevent states 
from i:avln!g to defend against an individual on benefits in 
federal court;·

! 

j, 
! 
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• 
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---- ------~COMPARISON OF MEDICAIQ I'LA~£__ 

• 

Bloc): grant and il'lsuf1II''<:<: 
umbrella (or Ilncx~ctrd ('~~S$ 
tnrol1mefll 

New title of Social Sccurity Ad I ~ew [ilk ofSodal Security Art 

eovtnlj:\e "g\l*NnIHd~ fur: 

-Plegnmn wnmen. and children 
under1i under 133%, of ?OVert)' 
.childml6-!2 undcr !OO%of 
po .. «ty 
.People with dJsabili:iq (lIS 
defUled by tht Ulllitj ",flo meet 
551 $Wldanis 
-Elderly IlOilo m«t 55l income 
alld rtSOUl">Ce ,tandatds. 

All other eligibility youps 
would Ix opti<:md. Slatel milY 
cover individuals up to 27$%or 

""""" 

C(WCI.gC is "I:Uarililllt~" fur. 

,Pregnant "'omen, and clllidneu 
under J33%o(poverty 
-Childrtn ~12ullda lOO~~ 
ofpovcrty 

- Persons ",ith 4isilbitUlt~ (oiI5 
dtlhu:d by tbt nut) 
Mtdican: coslsharin& f« 
Qualified Medicare 
IkncHciari¢s (QM&) 
Dderly who meet SSI inC®le 
and l'(;iOl.m::c Mandatts 

- Families "ho mtct cu.m:nl 
AFOC income and resOurCe 
s:andud$, or eligibles fet "ntw 
",'clfan", 

Coverage i~ optional for; all 
otber optional group:; as ddlrn::d 
by the curtent law, and clher 
individuals or ramllk1l illS 

ddintd by the:;we but btlow 
215% of poverty. 

Rela~n title XiX 

Mainwns ali current law mandatmy 
and nptional g,QI!pS, including; 

- Prtgnatlt WUfllCI' and children 
age 1·6 UnOe1 Dj% of poverty 
-ChildRn~6thmugh 12undl::r 
100 % ofpwo'el1Y 
·Children~ IZ-I8undl::r 100% 
nf P(Mr1y to be phased in SO that 
by )'tat 2002:, all chlldn:n up to uge 
1& will ~ covered 

- MDC ea::b teeip:rnIS, 
- SS! Aged., Blind. a:ld Disubled 
-QMBs 

- All CUrTtnl law optional groups, 
includIng the Medically Needy 

Abo adds a new eligibility ()ptiOll 
[(If individuals below I S!l%cf 
~rty. Subject f.o a bu~ ntutality 

Retllin title XIX 

Maintain:! all cumnt law mmdali:IIY 
and optional groups, includine: 

- Pn:gnant women and children 
age 1-6 under 113%ofpoverty 
Children lISe 6 tlu'OI.!gh 12 
under 100 %.ofpoverty 

- CbililreJ\.tg¢ 12-18 under 100% 
ofpoverty t() be phased in so 
that by yem 2002, all cllildml 
up In age 18 witt be wvered 

• MOC cash f(cipiclll$, 
• SSI Aged., l:llind.,. UII.! Disabled 
-QMBs 

• All cumnlluw opticnal groups.. 
itlChldillg the M~ly Needy 

Aloo adds a ne'W clj,ibitity option 
for individuals below 1'0% (If 

slIbjett to a budget 



• • 
----- - --------

• 

Retains CUlTen! 1_- requiring Stales"(;UMMtttu fot IIr;" incum¢: "Gllaranl«d- CQY('fage fer Relains curren: jaw tcqu'!ing States 
til rova: inJlaticnt bo:;.yiul.filtlulie\; Inpatknlluuqmirnl mandalOlY popuiAlmlls: In (.O\'C(; inp;Jti(nt an4 OUlpmltm 
outpatient hOlipita!. RHC & FQHClnpatienlAwtpat~nt, laboratory Im.pitat RUe &: FQHC st(\'ke~hospiuL ~~tian$' ?»g~tal 
:f.el':icr-s, tal:>oratory and '(-ray' - - ­-a4<.l ...i$j $inii:t:~,~nlltS( -~ "llilborillOry md ":"-a) krvlctS.'o:.lf..e ~.and medical !tn'ltt,. 
service>. rru::St praaitloneJ"i' '5e!'Vice:s,pnWVlt()!ltl'$' SftVicu, ffil!'iing pllIeliltoncrs' scrvit¢S, >lUJ1iingOtagOOSIK ltm, CIht,1hoOO 
nurSing laejliIy and home: healthimmuni:rJllifms, and plt­ facility and home huJtIl facili!y ami hom¢: Ilf.tl:h 'lervkc;>, 
se<vi~s, EPSDI, family planningpregnancy planning i>(r;icn ~r...ius. EJ>SDT·. family liPSDT.lamoty planning KfV~S. and 
services and supplies. pl!Yii,.ians:' and s.upplics.. planning Sl:fyiGn and st,tpplie$. :Wppli¢$. physiciaN: ~miOt$, rimS«· 
Stn"lees, nune.-midwife stfVK:e5.physlciaru' S4:Nices. nllrse­ midwife $(Iykes. 

mm"ife S(nim, 

Long ~:IT!\;:are stn ices for the ".'iee EPSOT bdo"'i undoer 
·'\.ikt McdKimnllf~elderly and disabkd 

SUIIU may also CVl(<:r IJpti¢tlal SU!e5 may alsa to,O<:f IJptkmalStattS ar<: !lOI rtqll,,:td to All CMeruIy opliomd Sl:fYitts 
><ervices (drugs, pbys.cal: lhI:rupy. seIVju~ {(l~. ph}sical therep)', "!(WI~t ruty Olhet <>er...ict\, "m,ld remain optu;ll1al 

_____________________1 1_ denllll ser¥lto;-s, tt~,} (/tnw Ser"flC(:>. (tt.) 

Elimlnatts requirem::l'lts -COnll'ielr:- Sl<l~<: Ik>.'bihly R(l.lIin$ tun-.m! Smt fl.exlbility w.min 
cumr:rMability and uaw\oidtness 
l::qltitt'ments 

Retain .. ~umnt state fk:<ibihry 
within comparabdity and 
state-wideness n:quiremems 

--------- ­

No specific requjremen!jo' 
..or~v. perrod,c:. suaninJ!. 
dltlgJ1()s/s and (reO/men! 
UI">'lCeJ (EPDm fo, chi/drof/ 

under age 21. 

IIndem': ",,,de/mes" rrealf'lf:'fJ/ 
, 110 sfJ(:n(rc:; 110...· it "'i/l N> 
r('defi"1!(I 

ReUlins tU1Tellt law for tre~m'tlll 
mandating ~)"erage of S(:Nicc'> to 
tteat 1)/ lImc1iOlalc a (ldeel, physical 
and men!;!1 il1n(~s. ()f conditi()1l 
ldemifoed by a h~.1llh screen. 

Cbanges treatmem:"I"bc: SecreW)" 
after CQJI~ul!alion wllh Slain aI'~ 
pro~'ider orgaflir.ati(\fl$. WQuld defm<: 
1(~al:r~t)1 undtr EPSI)"I 

Eliminatcs r~q\liremen1.S ,\'0 prrr.·,;il;l'l Na proWS/Oil Rttairl5 (:oIUn! law requirement lhal 
services be romparable and availablt 
s:.atewidc 

Ret.alns currelll law requirement that 
services be comparahle and available 
statewide 

Eliminated XOPH1,'WQIl ,/1'0 pu;",i:;iQll 1>1.1ifltnined Mai!l!ained 

Oplional seNtCe, Slale~ no 
lOllger neW$ \o'~i"er 10 pm\id: 

Um;;{c{J!' 'prcpo:;;;;{ "broa.i'Il$" 
h;mg4crrtl "aptilNU, ,. ,/1'0, 

, ;;.pccifin; hG'" op,rioos au 
broadened. 

UrdCIU. p~f 

"i;rrxuicll.:long,rerm 
'or/lom " No speCif"ICS 

ore ¢rOtJdelWd 

Makes home .me! c()mml.lnity-based 
'!;e-rvi;;s~ an cpli()na\ service - States 
flO jonger need waiH::rs 10 cu~'ef (h~se 
servic-es. 

CUrTClIllaw 

2 


http:krvlctS.'o:.lf


• • • 

Mainmim t'um::nt!aw indIvidual 

of8l:6oa fOf iwJividuab to bring suit 
MaJlllllins Cuntot la ..... individual righ:! 

right of action for indIviduals t(J 
i11 fed:ra1 I.':OIJrL bring wi! ill f~d(ra! coun 

SUint (lrr .lfllfe COlirt righr (1/- - ~I· Sutn row! pl'ovidc $UI~ Willt 

right of lI~tiO!'l 

Individuals CM bring ,swr. Must U$e ~ta!e :wm;lli~lrali"~ 

and/or romplamt~ Hl me mechanhms hefon;, goirlg to 
attention oithe Seel'e!My s~a:e coon 

S(cre!1lfY'~ act!(Ul1l' indivrduaJ C.If! petition US SlJpttme Court 
complaint.~ is limited to fel fl'Vit" alltt all M:Ile rolJ11 
iJWl'stilj:ation and sub~eql,)cm a>:lwn rompkte4 
flGtiflCl>t!Wlla Ihe CoogrC$$ 
am!!O! chief c.tCluive oflhe Sl'tr<:la:ry em: ~Ing ~tfit in 


fedtral court on behalf of 

lmHviduais Qr classes. 


Rct.ains currtnt law prohibiting SlAtes 
children ofnun;ing hrunt 
A!\(lws Statrs (.I) require adult R¢l$lns; CUIP:!fl: law prohibiting, ~:au::sNI> p~I"'ISlon No prO'<'S'(JlI 

(tom pre.uming miU relalives olha fium presuming thlllrelativcs olher 
r«ltkntlii with incomes ®ovl: than spOuses .....i!! provide linanQaj 
the wrte mt<liat\ incrnrn: 10 

i.h1Ul s~ wlU provide flnilllcia! 
sUpPOrt. SUpfW.IrI 

Retains; current law Retains curmlt lawNOpFOVl!I<)Il,1,'" pm"ilion 

,Vo p,,,,.,:shmStat« bjlvt: bro<ld fle;\Cib1lity Ie XI)prorlSt<Vl Mabuains OlITcnt timil.atiOM IDat Ail!)Ws States 1.0 il'PpoM: oopaymulS 
txvtlop COS! $n;uillg scht¢Vter; ~nt> Ix: m'"tinal:lilld wily for ~.It'" ro Jnwme and family sUe fur 
that diffe1'ellliak M!:W«n some mdjviduilBiben~flt~. New individua!s/'bo;ndits rorrently $.;bject 
income gWllps, l)f>e~ of autbm:t)' \0 irtl.;oo:se similll! nominal to «rpa)In'lCntl;, 

servio,:C!L Greater restrictions on copaymel'lts 00 HMO enrollee,". 
CO$.[ ~hwing for children lIml 

pregnant "Hlml'n. 

3 
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Rt~ponsive; Federal b(o;elit 

r'Jfmula: FeC;;ftd ~p•."ndinl' "ill 
RcsponsiH:: F~d~raI benefitfhed federal piII)mnm ~;;t br Part'::!!I}' re~fIDMivt: 

"hl\urn'!ce Umbrdt:C ali(f"'5 spending lituiu me bascJ;)n s~nding limits = based on 
be 1.&39 billion hetW«:l! 19%- • 

spow;<'!~ r.:<lcfal pa:mc'flb ale 
otru[lment grn"th. The limiti

:1- 2002 (a,wings orsg~ billi,,!!} 
st1 bv 11;::nnull'L A $Ia, ... gets fa: higher Frtint.lp3) Im':nl.!l ellJoflrnellt gI\lV>tb, The limit> 

UltrCa:>C alld tkcfcn>;c 'Ao11h eh::m';<:t in lQ(reasc and deercase ... ith ehan~s _ 
bcn.:fib "1 (mollment. h:4cfJI 
Ihls :1rtwtml e"en if II , ...d~cn- --I "ht'n enrollment for 

<:::llollment gto ...rh I)Sll pavmen1.l. nl enrolllTla!t gro"th. D5H 
~pcfldinr. "nd S3'-ing~ ~I!e lY~ 

m:lfI<!,JIill)' 'l1ld some: optwnal 
N\: r."Nt r,Qimaleil fnkl:lll pa}-mcm..s ale find. tslima\edFfOllp$ is unc,p<:\:u;:aiy high, 

ftdt'ul spc::mling of $1:)9 biUiof! 
.ate 1\\>1 I;!!(\""I 

~nH"fl. \p¢uding of:!i&6S billmn bct"o::cnFCl.lcral sprndng aM t:!"U\b~ 
199&~2002: ($Jlvings o! S59 MIlon). bc:V.'«fl !996-1001 (,,;avings QCS85 

billion). 

""',.c /1/';;0' ,V" / ,.",. 

;';;;:p<"{,, :-~. 

S;.te: Sj:ltlb.lill~.· SUItt ftlmc:hil~g (;lIes aN': 
 Cum:fll matching tau:s arc 

,,"" .<~ ..k "IiilJ1 ,riCJlllUy IO""tlcd, 
Slale m;I1,!1.ing r~lei.lU<:: Cmren! mald:in!!! rates ale 

m~intaim:d,n~lf>u":l(,(1.signir!.<;~IHly Jo"'t...·t1 

f:$limat~d slalt ~pcndir:~ {'<HI .sla!~ :ip!;ru.ling alld wvin&~ ar(: E5tim::tteu j<lah: ~pend,tl!l-j)\~t sc,en ESTimaled stale $peruhng OVCf u:vefl 
>e>.'CI1 yean.: S4QJ hilli(", years: S63) hilholl ll13V!llgS o[StiS 
(,aVlflpu[S205 bill,on). 

nO! ~nO\Hl. yeats' $65J bill;",'" t~;\Vmgs ofMS 
billion),billmlll 

f'rovlder 1a.\I:'S and donations Cllru:m restliclilfn~ Ifn Iht Ilse (l-f Cna~n, festrinioIU o.n tht US( of 
rcstrictiol1$ an: repealed. 

i'ro' roe> ta~~'i and dOnJ1JOI1~ 
fe-miction; arc repc:dtd. Jl(l-\'idcr Hi'!e, and don:l.Uom; arc pro~idcr l<\U~ and don;lImm-~ 

3110wil11; sillies. \0 "Ilortov.·· !(\airu:u. fttajn('Q. 
'~IM~y from providers 10 

~llo"in!; St~tC5 to .. tKlnQ"·· 
mE\[lCY from l'w~i\l~!l' 1(1 


r~place stale la., dollars. 
 r(:r!~cc ~lal, la, dollar~ 

1996 alhmTltm:s ate sel in Base fl.lluJins: Tbe "Instltal'lcc Urnbrel13" Federal benefil sptl'lding limits are Federal btllelll ~pendine limits uc 
Itt,sljIlOll, Slibsequcn! ye.m' mullit'I~'intt Ike b;t;>c Y':;U •• the ;dlm\$ SIa!\'SlO eell-'td.:(~lIy' caic"lated by rnllitiplying the states' ~alcIJ1~led hy mlll(ipl~ing the states' 
t.!klutH~-ntll are based on the sWles' (hoiCt"f 199J, !9\l~. 01 m~1Cht<l capiuunn paYlnefll$ cnrullmen: b~' II spending limit per ~n(ol1menl by II spending Hrni! p('f 
prodlJCI of the numl>cr of po<I. 1<)9~ srx::\Ulllg." by an for U'laMJJOf)' and 'iOffiC ~ncfici"try (produtt oflhe 3\'era.;:e· lJeue(iciary. Tht: ~pcnding limit ptf 
people:md the stale·;ldj!.l~led inIlatkl:1 f4Cl<lf :lIld eSlimat~J OJl\l<lflllJ b<oefidlllks .... 1;(I:ue 1?95 spcnd'ng by ocncJici:uy gruup b¢n~titi:uy i~ the product ofUfOiling 
spending per p<:~on. ~lIbje(.1 w ablfye the Ciilim.a:kd Md nOminal GI>P gro",th per person average sptnding by tl1!nelldary 
mn,mum or minimum !!,r{),,!h 

'mrolilltc-ni t!rm.'>'!it O'ill 
$pcri<j,ng;' intlud<."d in the !law, rr.fl,l1mcOI flff ~ )-C'ilJ". (5·,eM a\'eragej plus an adju.trnem grnup and crl {J'yt:lt a\'tfagei ph'" 

riftC5. Attual c:ut)!lmcf!\ i, !!ot b,,! i~ OOt grown irnSH i1­ (a<:lorj, the giOup-spcdlie liI111t$ arr adjU\trntMt factors, The group" 
'neluded inlhe ji'lnuuki, ue,J!el !lun l:!% ,,( 100al summed 50 that each ~lale na> one. speCific hmds are summed w \hat 

spendirlg. enmllment-b.1scrliimh tlist i~ each ~w.: has om:, cnrollmer;t·based 
m.uchablt: by me F«Jellll limit that is matclJab!c by the Fedetal 
gOl'ermm:nt. The osn Ijmits, "'hich government. Thc DSH limrlS, \(hic:b 
an:: gradually phase-d ir;. ilr~ b~ed 00 an: gradually pltMtd in, al"e based 00 
~:acs.' 5h~ of the flUI\I!:>ef offo... • ~tatfS' l.har~ ()flhc number ofr()\l" 
moome natrent dan, !!ICGI'l\t pauen! ;:la.ys.__-.J 
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Repeals~! provider p3}'menl 
fl,Ik1 - ho;;pilal~, fIl1r$mg 
home" hm:picc, i"QHCfRHC 
and mm'!\': and commoohy.based 
~(T.'icts. 

Repeili requil-enlll.'n! that faleS 
be sulftdrn! In guanlJllre ...,«lIS 
10 :.ervicn. 

Repe-als paYIm,.,1 fl)k~ filr 
+""'00'0;-",/' "'Vr""''','~w'''"'';<, t>b.tetricalar.d pcdi~1fjc tar~ 

~~~~;;.1~h~~~f% Re~21} phy\ki1ll1 qualifitllli(!(l 
'I(~Qu?l~!flt.}~O~i" ,;:1',3 rt'lulfl:mcnt,$, 

!!>Ultt~' ability to maoilJU:' 
managtd care emvl!mcfl1 \\(ItIld 
he ul'lre.tricted, 

Bel'lefictw; ,",ollld have 110 
gu.antnke ofehoice ofplan Of 
providi:r, 

Paymre",u !I."I m<loaged care plan; 
mUSl be ba$Cd on actuarial 
~<ho;l, 

Rcpcah aU statute!'y eOlltractil.s 
mltl>. 

Health plar.$ must meel 

IJnd<,(f~. .H<I;)· rtf"/"al 
~tq/JlJ"tme/Zllha( reU's be 
$vjjk!e1r1111 gm1,Q'UCl1 et"a.... 10 
.It"n'/(:t"s, 

Repeal; phi ,kim "lu.uific<'\ioll 
n;q",ft;nt"<lh 

Sum~'i may implement ~cd 
carc "hJmU( a "'''I\C( 

Ufll;l,~<l(. B.m;cji(-imill.'s m~' 
have n(j ;II!Ua!'e/!ttIt ()jchOlee 0( 
pia" <JI" prC"iMF. 

So pNJ~'i.$ir)lI 

Uw::ktJ!'.•Hoy rff!'lc{ all 
{yp!tI'oclmg mle:!. 

.vo p~QVUilOfI 
commef(:ial soh'mg.' ~tarldat~!:...",______ 

• 


Rert<:tl-l~ payment rules for 
nbsH,'ulc,,1 IiUtd pediatric ca(~ 

fkpeals p,h}s,rian. 
" ...,d,fI(;rulOn rll.'qlll~mtnn. 

Sl"lll.'~ ma~ ;mpkmcOl 
man~ged C:Ire ",:muuf a ",~ivcr 

Unclear. I1crw:/iciades mm' bf 
gu<1l'nntffci (I e"QI~ cfplall 1)1" 

pt'D'wder. 

Si) pro,'u/()n 

Rep~..alt fcdcral PJ)'mcm ruIN (!.It 
hl'SpiuJs. t\lltSing; facililil'~. FOlIC!> 
aml RHC:r. (:"upr for Ifldian 
FQHCsiRHCs) and home an4 
tomotl.mily-b;ued lierviu:s. 

Rel1lin5 CUITtn\ tcquiremcfl! (hal ralll.'S 
I... suffieient 10 guarli;lllet accc~~ to 
ser\'icr$, 

Ikpeals F'lymCtll wIts (01 oD.\!elTical 
;mil I'cdintric care 

RepuH physician qualHkation 
rcquitemcllts, 

Sl1l1e} could Im'nd~lr. rrll<)lInln>1 in 
mltllllgcd eMC, .::.cepl: 

flenefielark$ mud h~"e a ch.oice 
ofplil.!l 01 delh,ery >}Sltm; 

Statts. may oot fe:qllUt- enrollmcIlI 
for Medicare cOSI-sharing.; 

S!<l;es may nN re$tfict clID!CC of 
r:",:,yider far family planning ~er"ke~ 

Retains curo::nl law .. payments tv 
managed tan: plans m1l5! be 

____-+_~clc'_ariaU>. suund. 

Um::ln.Jf, May urain lO/!lt' 


C1Jrr(!n! «mm:rc/ing I"'U/fJ, 


So pu;wuion 

R~pcals prQbtcm.111C (OwlKting 
ruks. 1${2$ ruk: fIHS approval of 
HMO ctHl!fllt!$; payment rules f(!( 
managed ca:e~mrm:ring FQHC~. 

Provides nll.'W authority for wlvency,""""'" 

• 

Retains curren! federal payment 
rules. 

Rw]m cumflt reqtli.u:men~ that ralt. 
he sufficient to suarmlo::e access IQ 
ietYke~. 

No change 10 payment ru!e~ for 
obstetrical and pediatric can: 

RCla!f15 physician l'ttl:dificatiun 
rcq\l:1rcm~nu., 

Sbl~ could m:a:1dat~ erlrollmult in 
man~ eare. c~ccpt: 

-BenefidariN mtlll ha~: 11 


choice of plan or provider; 


·States may ",(It tt:qum: special 
needs indi\'idua!~ to ernul! in 
flt!'Il~ care p!a.n:~. 

Applies the Ulr«:nt ~R:asollable and 
adeqll3lc" p.}f\WfIl Mandard l() , 
rnMl3ged e~ S}Mefl15. II 
Repeal; clment ~onlnlcl;ng ruijl$. 

E~tablishe!. Mil( $ul\'cncy ~Iandardl. 
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• • 
ReQui;e;l SIllieS U> oo'elop quality 
improvement programs, which m1.l51 
include lLCt:e.t standards and 

• 
monitoring activities .. Es!ablisJI.e1._ 
n~w n:portifllil' QIld fraud p:re...cnli{lO 
tequimncnl$ for heallh phm5. 

Rmins current nurstng bome 
actually dimirulc' $ignU'cl!.rlI 
"Retalns- current rules, but Relains CIJlRnt nllning hom<:(/l1deur.•Hay eUnril'lUie scme 

$.Ulndards and enftrfl:(:mfflL 
quality $tandards and 

current slal1durri." liu standards lIl'Hi enfor«mc:rII. 
.verhGmnf 11 

prme«ions for nursing horm:­
residcnb>. 

Significantly diminishes Feder~1 Sl.il!« 1M)' de~ide how !lHrsing 
authority to (nfum: quality bomt' ~tandards win be (nfl.l~d 
standards 

Repeills IIfId ((:"1,(5 various No change II) current administrative 
cu:u.ikd. Fill&!lcialp(:;wtio. 
Fe\k:r:a} administnUfve QV¢Tlight Oisallowante5 mm;t be 

admini$1nl'v( and ~ys:em:s. reql.lirenu::n:l.$.. 
",wid be proPOOflUxW and 

proportionitlio violation. 
ftq:lire:rumt!l.~edo:ral ~n-illl'lt ~imited and 

permitted only fur usubslamial~ 
1Iiolatiou$, 
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MEMORANDUM FOR LAURA TYSON 

From: !TheS=ewy ~ f ~ 
SUbject: i Questions on NGA Medicaid plan 

OVERVIEW 

The President's stand on Medicaid throughout the budget debate has been very successful 
because it is grounded in sound principles that are reinforced by his well-known personal 
commitment to health care coverage, He has received a great deal ofcredit by insisting on a 
balaneed approach to Medicaid refonn that: 

• 	 preserves the federal guarantee of a Congressionally-defined benefit package for Medicaid 
beneflciaries; 

• 	 preserves Medicaid protection for currently eUgible groups; 

• 	 maintains our shared financial partnership 'With states as lhey provide health coverage to 
needy individuals; 

• 	 provides.unprecedented new flexibility to states in how to operate their programs, pay 
providers ofcare, and operate managed care and other arrangements, with continuing 
programmatic and fiscal a"""untability, and rederal savings that contribute to the balaneed 
budget pJan. 

LaS! week, the National Governors Association (NGA) approved the outlines of. plan that they 
Ilre now refining. The lead Democratic Governors in tho~e negotiations worked long and hard to 
convlnce their Republican colleagues to agree to a financing alternative to the block grant that 
allows the federal funding to appear to be more r~sponsive to enrollment changes. As the 
President has indicated, those discussions and that movement on the financing structure have been 
helpful, 

QUESTIONS ABOUT THE NGA MEDICAID PLAN 

However. as we continue to review the evolving NGA policy, it is clear that it does not meet the 
principles that have served as the basis for the President's position, The attached documents 
review the key issues. In brie~ the governors' plan repeals title XIX. the current Medicaid 
program, and replaces it with. new program that falls short of the President's principles . 

• 



• Eligibilit),/Benef'itsfEnforctmenl 

While the NGA policy reUlins the States' entitlement to federal funding. it repeals the eXisting 
federal entitlement or guarantee ofCongressionally-defined health benefit' for Medicaid 
beneficiaries. It i. imp0l'Wll to note that when we use the phrase federal "guarantee" it has • 
different meaning than when othen use it. For us, it means an entitlement, with three key 
interrelated components - definitions ofeligible groups, benefits, and enforcement. The NGA 
plan provides for a "guarantee" ofcoverage that makes marginal improvements in the Republican 
block grant, but it is only a nominal guarant... 

• 	 Eligibilitx. While the NGA plan includes a number ofmandato!)' groups, it repeals the 
current law phase·in ofMedicaid coverage for children ages 13.. ]8 in families with income 
beTow the federal poverty level - repealing a coverage expansion signed into. law in the 
last Administration, Further, the plan repeals the federal s.tandard for defining disability. 
replacing it with state definitions - making uncertain coverage and benefits for 
populations such as those with IDV; and it is unclear about guaranteed coverage of cash 
8ss:stan¢e populations and those making the transition from welfare to work;, 

i 

• 
• Benents. While the NGA pian lists required benefits for tbe mandatory populations, it 

pro\;des "complete" flexibility in defining the adequacy orthos. benefits (amount. 
duration and sco;>e), It is silent on whether benefits must be comparable among or v.ithin 
groups and areas of the state:; makes an unspecified change in the currently required 
trea:ment component of the Early and Periodic Screening, Diagnosis, and Treatment 
(EPsnT) program; and sets no standard fOf-benefits for optional bene6dary groups. 

• 	 Enforcement. The NGA plan repe>Js the federal right of action for individuals and limits 
claims that a state is v,olating federaJ iaw to resolution by state courts, Medicaid would be 
the sole federal statute conferring no possibility.offederal enforcement by its intended 
beneficiaries" 

Financing 

The NGA plan's proposed financing may be responsive to enrollment changes .... a change that 
Democratic go\'ernors have insisted on - but more details are needed. We need to continue to 
work 'A1:h the Democratic gove:TIors to help them assure that the plan specifics reflect the need 
for a financin&,structure that truly adapts to enrollment changes" 

, 
Apart from gaiting more details about the federal structure, the real financing problem is that the 
plan could subs:antially lessen state contributions to health coverage under Medicaid. 

• 	 The mhimum staie matching percentage drops from SO percent to 40 percent. In the 
context of a capped program, this could increase the total Medicaid funding cuts 
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substantially. Analyses of a comparable provision in the Republican plan indicate that an 
$85 billion federal cut could yield additional state cuts of over S200 billion under this 
approach. Alternatively, in an open.ended financing approach, this provision could 
substantially increase federa1 costs, as states could capture more federaJ matching for the • 	

I 

same amount ofstate funds. 

• 	 Moreover, the ~real"state share could change because of another provision in the NGA. 
approach. The plan allows states to use questionable provider donation and tax: provisions 
without limits, like those in the late 1980s and early 1990s that significantly drove up 
federal program costs and redu=l actual state spending - ultimately states could take all 
oftheu- funds out of the program with these mechanisms. Bipartisan legislation in 1992 
closedfthese financial loopholes. 

, 

The federal costs and savings of the proposal are important in the context of the President's 
balanced budget plan, which includes S59 billion in federal Medicaid savings. At t~s point, it is 
unclear whether the NGA plan will achieve federal savings of the type envisioned in the balanced 
budget plan. 

Q u ali tylB e neficial)' Finan cial Protectio nsl Accou n~ability 

By repealing title XIX, the NGA plan repeals beneficiary financial protections, and quality and 
fiscal standards that are essential components of the Medicaid program. For example: 

• 	
t 

• 	 The NGA plan does not appear to include requirements for quality standards for managed 
care plans., 

• 	 The N.GA plan retains the Republican Conference Agreement approach ofeIiminating 
federal enforcement of the nursing home standards. 

The N,GA plan is silent on beneficiary financial protections: these include spousal 
impoverishment protections as well as financial protections for the adult children of aged 
nursing home residents. 

NEXT STEPS 

The NGA took an important and logical step that reflects the legitimate interests of the governors. 
The Dl!mocratic governors did a good job in moving the RepubUcan governors in the direction of 
a per enrollee financing structure. However, we should all recognize the inherent constraints on 
any process driven solely by anyone interest, including the governors. The majority of the 
governors are Republicans who had already signed on to the block grant approach that the 
President vetoed. In addition. it is difficult, ifnot impossible, for even our strongest Democratic 
governors to argue personally with fellow governors for federaJ standards in many areas that have 
been central to the President's position, despite the unprecedented flexjbility that is already 
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• 
offered in the President's plan, 


The Presldent's approach mould continue to serve as the basis for Democratic unity on Medieaid, 

, As the NGA procee:h to lIelb out its plan, we need to foster discussions among the Democratic 
", 	 $ovemors and, members ofC<>ngress about how best to adapt the President', proposal to meet 

our lbared goals, 

ATTAc:m.n;l'iTS 

• ENTnLEMENT: ELIGlBlLl1YIBENEFITSIENFORCEMENT 
• FINANCING 
• ACCOUN'TABlLl1Y 

• 

• 
, 
" 



• 	 ENTITLEMENT TO A MEANINGFUL BENEFIT PACKAGE 
I 

I 

The most fundalnental principle underlying the Pn:sideot's Medicaid refonn plan is the concept 
that beneficiaries are entitled to a meaningful benefit package. So long as they meet the 
eligibility ~uirements, certain categories ofindividuals have an absolute and enfon:eable 
guaruntee of benefits-a guaruntee upon which they can rely, There are three hlsic components 
to the Medicaid entitlement: 	 ' 

-Eligibility 
-Benefits 
-Enforcement 

EIi~ibililY 

The NGA resolution provisions on eligibility include a number of groups as "guaranteed" 
eligibles. Le., coverage is "guaranteed" for the following: 

• 	 Pregnant women, Itl1d children to 133% ofpoverty 
• 	 Clrildren to age 6 up to 133% of poverty 

• 
• Children 6-12 to 100% of poverty 
• 	 The elderly who meet SSI income Itl1d resource standards 
• 	 Persons \\ith disabilities - "disability" defined by the state 
• 	 Medicare cost sharing for Qualified Medicare Beneficiaries (QMBs) 
• 	 Families who meet current AFDC income and resource Standards; or states may run a 

single eligibility system for those who are eligible for "new welfare," 

Coverage is optional for the following groups: 

• 	 AH oilier cwrent law optional groups 
• 	 Other iridividuals or families as defined by the state but below 275% ofpoverty 

However, the NGA resolution fails to address certain key populations. 

• 	 Medicaid would no longer be phased in for children 13 - 18 under 100% ofpoverty as 
would be the case under Current law. This coverage was enacted with bipartisan support. 

• 	 States can apply more limited defmitions of disability than exist under federal law. This 
provision could lead to severely restricted definitions ofdisability reSulting' in very 
limited coverage for a population whose service needs are among the most costly. For 
example, states could derme disability in ways that preclude individuals mth certain 

• 
diagnoses (HIV, or mental illness) from being able to receive needed services under 
Medicaid. T1Us is particularly significltl1t because the disabled are unable 10 work and 
therefore less likely to have other health inswan"". 



, 
• 	 It is imPortant to note current we~fare reform proposals include changes in key areas in 

the defuution of disability to address substantive concerns raised by states and others.• 	
I 

, 

In the case of drug addicts and alcoholics. the proposal ("""'J'!ed by the .
, 
Administration) would change program eligibility to exclude drug addiction and 
8lcoholism as • qualifYing disability for P\!ll'O""S of S81 and Medicaid. 
I 
In the case ofdisabled children, effective in 1998. the propcsal would change the 
eligibility process by eliminating the Individual Functional Assessment (!FA) 
process: and eliminating maladaptive behavior from inclusion in the Social 
Security Act. 
I 

• 	 Weifare related coverage is very unclear, and the NGA resolution provides insufficient 
inform~tion about the links between new welfare deftn.itions and Medicaid coverage, , 

,I 
Benrfits 

The NGA resoiution includes the follov.'ing list of benefits that are "guaranteed" but only for 
"guaranteed" coverage groups. 

• 
~xlnpatient and outpatient hospital: 

~~Physician 


~~prenatal care 
--nursing facility 
-home health 
--family planning and supplies 
-·Iaboratory and x-ray 
~-pediatric and family nurse practitioner 
-nurse midwife 
-~EPSDT. "''lth limitations on requirements for treatment 

The resolution'stipulates that all other services would be optional, and there would be a 
broadened long term care benefit. 

Even given the apparent progress made in defining a mandatory benefit package, there are still 
serious concerns with the provisions of the NGA resolution, 

• 	 A responsible health care program must provide benefits that are adequate to achieve 
their purpose, Under the NGA resolution, states would be given complete flexibility to 
define 'the amount, duration and scope of the benefits to be provided, These provisions 
taken as a whole raise serious concerns about 'Whether the Secretary would have any 

• 
ability. in the case of over·restrictive state plans. to. disapprove 8 benefit package that 
would be effectively meaningless. 
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• 	 Because 
, 

the NGA resolution is silent about requirements for comparable services for an 
eligible groups, or provision ofservices on 8; statemde basis. there is concern that states 
might structure benefit packages that are more limited for more costly populations, (e.g., 
the disabled), or might provide less CQmprehensive services in certain par1S of the state. • 	 = are serious questions about the equity that might result under the NGA approach. 

• 	 The NGA would limit the treatment option under EPSDT in. manner that is still unclear. 

• 	 The Adminlstration has indicolt<i • willingness to diseuss additional flexlbility-ofl"enng 
optional benefits to optional beneficiaries in the context o.fthe President's plan. 

EnfQrcement 

The third essential component of the entitlement IS enforcement. The NGA resolution contains 
provisions requiring states to provide a guaranteed state right of action, but eliminates any 
federal right of action for individuals and providers. The only access to federal court would be 
the opportunity to petition the U.S. Supreme Court for review from a decision of state's highest 
coun, 	The NGA provisions pose a number ofserious questions and concerns. 

• 
• Implicit in the concept ofdefined populations and defined benefits is the back-up of • 

meaningful enforcement mechanism. A fedcral cause of action for beneficiaries assures 
that those seeking a remedy for the deprivation of medical care receive the same due 
proces~ rights everywhere in the United States. 

• 	 Under the NGA proposal, Medicaid would be the single faderal statute conferring no 
possibility of federal enforcement by its intended beneficiaries; seeking enforcement of 
title XIX would be the one cause of action arising under fedetallaw that would be barred 
from the federal courts. Such an unprecedented step would be seen by important 
constitUencies as a signal ofsecond·dass status and would set off massive reaction from 
beneficiary groups and their allies. Advocates for the poor would be restricted to the 
remedies and procedures availa.ble under state law, which are often stricter than those 
under federal law., 

• 	 The largest number ofsuits againSl states have been filed by providers over payment 
rates. Under the administration's plan, the Boren Amendment would be repealed, thereby 
eliminating these causes of action by providers, Going further, the Administration has 
indicated a ~illingness to specify that there would be no right of action by providers over 
payment rates under statutory provisions other than the Boren Amendment. Thus, wtder 
the Administration's plan. state concerns about limiting their exposure to suit in federal 
cou.-r would be largely resolved. Given the broader federal policy and the reality that 
beneficiary suits have not been n problem. further changes to individual right ofaction 
would appear to be unnecessary. 
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• 
• Those iIspects of the Medicaid program that are =00 to all states should be subject to 

oonsimnt interpretation and administtBtion. Efficiency and predictability are best served 
by usitig the federal court system, when the same question arises across multiple 
jurisdictions. Moreover, when Medicaid-based clai.tru interact, as they often do, with 
other areas of federal law (Medicare, So<;iaI Security), the federal courts are more 
experienced in analyzing these statutory relationsbips and are better able to understand 
and decide case, wid! potentiatiy broad ramificatiOllS. 

• 	 There is no indication that federal judges-the vast majority ofwhom we", appointed by 
Republican presidents-ignore or take lightly the legitimate concerns ofstate 
administratorS, 

• 
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FINANCING 


• 	 The National Governors' Association resolution would replace the current financing system v.ith 
• oombination of. fixed fedeml payment, and a payment adjustment for unexpected excess 
enrollment. The ntinimwn fedeml contribution to the fllllUlcing ofMedicaid would increase from 
50 percent to 60 percent, and states' use of provider Ia.X and donation sehemes (wblch "'" 
currently prohibited) would be permined. 

From the beginning of the current Medicaid debate:, Ibe President has maintained that Medicaid 
must be a financed through a fedeml-state partnership that ensures. reasonable and appropriate 
amount of funding to provide meaningful benefits to eligibles while also protecting states from 
increases in enrollment A!though growth in federal expenditures for Medicaid can be slowed, 
any adjustments must be based on who a state covers, not an arbitrary ceiling (Block Grant) thaI 
does not provide states \Nith enough federal funds to provide coverage and benefits in times of 
economic dov:.'nturn or increased enrollment. 

, 
• 	 Although the NGA resolution reflects progress toward a financing structure based on 

enrollment, t1ere are still some questions that must be addressed, Many of these 
questions will not be answered until there is sufficient specificity to enable some 
assessment of the budget implications of the NGA resolution. We should continue to 
work .....ith Democratic governors to maintain their progress on this issue. . 

• • Raising the mjnimum federal match rate from 50 percent to 60 percem ",11 aHow states to 
reduce their spending by over $200 billion over the next seven years, and ~ilI raise the 
average federal share of total program costs from 57 percent to 63 percent 

. 
• 	 Also. permitting the use ofprovider tax and donation schemes will allow states to reduce 

the amount of "real" state dollars which they contribute to the program, During the late 
1980s'and early J990s. man)' States took advantage of these schemes, costing the federal 
government bi:lions of dollars and helping drive growth rates up to well over 20 percent. 
The Inspector General continues to express concerns about such finaIicing schemes . 

• 
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• ACCOUNTABILITY 

The President's:plan proposes IUlprecedeoted new flexibility for the states in how to operate their 
programs. pay provide". and use managed ..... and other delivery arrangements. At the same 
time. it retains core standards ",lated to quality and beneficiary financial protections. 

The NGA resolution would repeal title XIX and create a new title for the Medicaid progmm. 
This has the de facto effect ofcompromising seriously the existing framework for accountability 
that provides governance for the Medicaid program today. The NGA resolution is silent in many 
areas thai affect Medicaid reform. And in areas where the resolution is specificl some long. 
standing protections would be reduced or eliminated. 

• 	 The NGA resolution eliminates the federaJ role in monitoring nursing home quality 
assuranc'e--yet without federaJ monitoring and enforcement of state and facility 
compliance. the uniform quality standards established by OBRA 87 lire meaningless . 

• 

.. 	 Near)y a third of all Medicaid beneficiaries are currently enrolled in some form of 
managed ca.~. The NGA resolution makes no mention ofquality assurance requirements 
or morutoring responsibilities for Medicaid managed care. 

• 
• The NGA resolution does not address beneficiary and family financial protections such as 

spousal impoverishment and famlly responsibility that have been central to the Medicaid 
program: for years. These protections are maintained in the President's plan, The NGA 
resolution also does not address the imposition of copa:yments and other cost sharing for 
Medicaid beneficiaries. 

• 	 There are ways. similar to the approach taken in the President's plan. to provide states 
with considerably expanded flexibility in management and operation of their Medicaid 
programs, without reducing the framework of responsible accountability to 
meaninglessness. There must be at least a modicwn of reporting requirements and 
monitoring in a program tIl.t.pends over SIOO billion federal dollars. The NGA 
resolution expands federal funding and reduces ongoing congressional and executive 
management of the program. 
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, ,,: CENTER ON BunOET ~li AND PoLICY PRIORITIES 

FEDERAL CAPS AND STATE MATCHING REQUIREMENTS 
UNDER THE GOVERNORS' MEDICAID PROPOSAL 

by Rich.td Kogan 

On February 6, 1996, the National Govemors' Association (NGA) endorsed a 
proposal to redesign the federal/st.", Medicaid system. nus paper addresses only 
one aspect of that proposal - the combined effect of capping federal payments and 
reducing state "matching" requirements. [t concludes that tutal Medicaid funding 
could lall below current-law projections by as ,"uch as $300 billion over seven years, 
with at least 70 percent of this potential reduction reflecting cuts in slale Medicaid 
funding. 

. , 	 CUl'Tent Matchi_g Requi,,,,,,,,,,ts 

• 
Ur.der; cunent law, Medicaid is funded jointly by ,the federal and state 

governments. The federal government pays each .tate a fixed percentage of its total 
Medicaid costs and the state government p.ys the rest. The feder.l fixed percentage 
is called the FederalMedieal Assistance Percentage, or FMAP_ The FMAP for any 
given state is a function of state per-capita income; the poorer the state, the higher 
the federal shan> and the lower the state sha.... State shares must not exceed 5D 
percent for the richest states or drop below J7 percent for the poorest. On average, 
states pay 43 percent of total Medicaid costs. 

Consequently, if costs rise In a slate lor any reason (e.g. more people enroU in 
. Medicaid, providers raise their rates, Or the state expands it.s add-on coverage or 
beneiits package'), then the federal government pays at least SO percent of those extra 
costs. LikeWise, if states reduce Medicaid costs, the lederal government receives at 
least 50 percent of the resulting savings. 

TIt. NGA Prop •••1 

The NGA proposal would change current law In three fundamental ways. 

• 	 ,The proposal would "cap" federal payments to states; there would be a 
: limit On federal costs no matter how high actual total costs arc. When 
. federal costs are capped, a state ran draw down the full federal 
,i 

• ! Only 45 pertmt of total Medlcaid costo; result from federal. coverage and benefit guarant~; the 
rest ~ult from state deo.sions 10 supplement covt'nge and benefits. 'The federal government makes 
rn.:ltC"hina paymont$ !!It the t:u:'rle r~t¢ r"S"rt.rdku of the 3Qu.n:c of the Mcd.icAld C\);iis. 

i 
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• payment to which it is entitled by matching tha, federal payment (using 
the state's matching rate). If total Medicaid costs in the state were 
higher than the capped federal payment plus the state's matching 
contribution, the state would have to pay all additional costs.' 

• 	 The NGA proposal would reduce state matching requirements for at 
least 25 states, and perhaps more. The NGA said, "A state's matching 
contnDution to the program will not exceed 40 percen!." Currently, the 
twelve wealthiest states pay 50 percent and another thirteen states pay 
more than 40 percent but less than 50 percent. Further, the NGA left 
open the possibility that state shares could be reduced even more for 
those 25 states, and could be reduced for others as well' 

• 	 States would be allowed greater usc of "funny money" in meeting their 
matching requirement. That is, states could use financing schemes that 
allow them to appear to meet matching requirements without really 
spending any state money on Medicaid benefits. (Prohibitions on such 
schemes were enacted rlming the Bush Administration,') , 
, 

Potential Reductions in Federal, State, and Total Medicaid Funding 

• 
How deep could total reductions in Medicaid funding be, relative to Current 

law' First consider the effect of capping federal payments. If lederal payments are 
capped, a state might or might not choose tocontribu'e more than is needed in order 
to draw down the full federal payment to which it is entitled. In other words, a state 

I 

1 The cap on federal payments to a stale would equal the sum of A) the "basic grant" to the state 
(base-year spending increased by a growth formula), and ,B) "umbrella" pCiyrnents to a state, intended 
to cnvl!I' any unantidpated growth in case10ad (that is, any caseload growth that wasn't built into the 
basic grant). The umbrella plIyments would he uguannteed on a per-beneficiary basis.." In short, 
whenever e state' is receiving umbrella payments, the federal cap will LnOt:a.se for each new 
beneficiary. The·amount of the increa.s<! in tht" federal C':ap wi.11 be determinro by some formula (the 
~lGA did !lot $P~) rather than by the new beneficiary'~ acl".Ja1 medica] bi1l.s; th~refore, pa-brn¢ciary 
federal pa)'Inents under the umbrella would be capped at the levels specified in that fonnula, rather 
thMi 'Jeing completely open-ended. Capping federal payments was ~ basis for both the Republican's 
budget bill last fall and the Administration's Medicaid proposals. though in diIIerent (arms. 1he NCA 
h~ meldM tht two proposals. 

3 The Administration's budget plan does nol indude a reduction in slate matching requiremenls. 
Ncilher djd the Budget Resolution agreed to hy RLpublil.:an5 in Congress, but the Medicaid bill that 
Republicans drafted, COT'Igress passed, and the President vetoed did includ~ reduced state matching 
requirem..r:nts. That bill ~duC'ed the maximum stare share to 40 percent, as would the NGA proposaL 
It also changed some fac.-tors in ciLIculating FMAPs to fedu~ some states tJ,at had been above 40 
percent to below it, IU\d reduce 12 slates that had been below 40 percent even further. 

• , The Administration's budget plan does not change current prohibitions on the UM1 of bl.l~ 
financing schemes, but the Republicans' Medicaid bill would have repealed the prohibitions. 
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might contribute dollars lar which it receives no matching lederal payment. But there 
would be no lederal requirement tor a state to contribute unmatched dollars to the 
program; a state would do so only if its total Medicaid costs were greater than the 
sum at the capped federal pa)'ment and the state's matching contribution, 

But would st.tes be free to reduce total MedJcaid costs to a very great exteni, 
The NGA would allow states to define "dis.bili!)," as narrowly as they wished, to 
define "benefits" for all beneficiaries as narrowly (and cheaply) as they wished, and 
to pay providers as little as they can gl!l away with.' Therefore, each state would be 
allowed to reduce total costs so much that the state would not be making any 
lffimatched contributions. In aS5C.%ing whether states would do so, it is important to 
note that the st.te treaSUIY would get 100 percent of the savings from any such 
cutbacks; the Icderal Government would gel nor, •. This r,,",ult diUers from that under 
current law, in which z state kc"'ps at most 50 cents of every dollar saved. 

This paper ",tima",s the maximum amount states could reduce their p"nding 
Coy cutting payments to providers~ by cutting benefits, and by cutting benefkiari<:!5 
where allowcq} WithDut their losing federa1 Medicaid payments., 

The secfmd factor clnving the potential cuts in state Medicaid funding is the 
reduction in state matching requirements. To Ulustr.te the effect, suppose the federal 
payment to a state with a 50 percent match r.tt! is currently $6 billion. In this case, 
the tot.l Medicale program in the state would be $6 billion provided by the federal 
government and $6 billion provided by the slllte government. SuppoS<! the federal 
payment were c.pped at $6 billion, and the slllte share were reduced /rom 50 percent 
to 40 percent (as the NGA proposes). State contributions could then drop to $4 
billion and lotal Medicaid spending would decrease f:om $12 billion to $10 billion. 

Eumple: C.pping the Federal Payment; Cutting the State Share 

Elfj.DDS lAW ~6 pro,mAI 
Federa! share $6 billion (SIl%) 56 billion (6(1%) [amouNt copped] 
State share $6 billion (S()%) $4 bllllon (40%) 

Total cost $12 billion $10 blmon 

Thus, federal cars and matching share reductions combine to .lIow "ery deep 
C\lts in state hmding. 

5 The AcirrUnistrauon and /V:publkan Medicaid propcsals wou.ld also allow st.l(!Ki 10 rut pro~'idQr 
paymetlt$ 10 the extent pO$.S.lb!e. and the Republkan proposal would ,allow states to de:fltle bOlh 
benefits and bM~fici.me.:. if', e~~ingh' narrow (and cheap) temb, 
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• The sizt, of the reduction in state Medicaid funding therefore depends, in any 
state, on the level of the cap 01\ federal funds and on the change in the state matching 
sitar.. The federal caps are not known at this time, because the NGA did not specify 
how light the ,caps would be or how they would be calculated for each state, 
However, several governors suggested thet total federal cuts should faU between $59 
billion over seven years (the amount in the President'. 1997 budget) and $B5 billion 
over severi years (the amount in the Republican Leadership's January budget offer). 

I
On this basis, it is possible to calculate the r.mge of federal. st.te~ .and total 

cuts in Medicaid funding, Assuming each state contributes just enough to-draw 
down 	the fuli1federal payment to which it is entitled, then-

I 

• 	 If the seven-year federal cut were $59 billion and state matching 
requirements were reduced only as much as the NGA suggests. states 
would cut their own funding $182 billion over seven years, The total 
federal and state seven-year cut would therefore be $241 billion. The 
cut would grow with each year, and could reach 19 percent in 2002. 

I 

I 

• 
• If the sevel\-year federal cut were $B5 billion and state matchin~ 

requirements were reduced as in the Republican Medicaid bill (see note 
4), states would cut $214 billion over seven years. The tolal seven-year 
CuI would equal $299 bUlion.'and could reach 26 percent by 2002. 

Potential Redudions In Medicaid F\l!\ding 
(1n billions) 

Minimum 	 ._ Maximum 
Z:Yl:ru: In 2002 Z::xw l!>. 2002 

Fede:r~l reductions (nel) $ 59 11% $ 85 18% 
State reductions:· 

- becau.>e of fed...al OJp $ 48 $ 69 
- be<ause of FMAl' reduction $134 $145 

: Total state reductions lm $2J.! 
Grand total reductions' $241 	 $299 26%., 

I 

'" AMu'ming .Iatft, ccntribl,lte only the .unOlmt MRed to d.raw down the maximum 
kdew paym~t to which tMy are mtitled. 

, 

6 The level o~ 11 mw "spe'CiaJ H grant for undor:umented aliens, also a part 01 the NGA proposal, 
makes a small dlI!erence I.n t..'e $i.ze ef the cuts., because tJ\t. aliens gIant would be exempt irom all 
matclting nquirtple.nts. Thcreiore, li the nt'f federal cut is, for instance. $59 billion but ~ new &iieru; 

grant is $3.5 billion. then the poss federal cut 15 $62.5 billion. It is. the gross cut that triggers reduction.b 
in state matchlr\g payments. An a.l.ien.s grant of $3.5 billion was assumed as part of the $59 billion nel 

• fedetal cut and aJ'I Aliens gn,nt of $6,0 billioIt was assumed I\S part of'lhe sas bUlion net federal cut 
($3.5 billion was the siZe of the aliens grant in the Republic;1U1 budget bill. and $6 billion was the size of 
at least one $uggestion made to thE gov~morB.l 

I 
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Note that In each case the state. would reduce their funding more than twice 
as much as thi: federal government. 

, 

Matching with "F"""1I Money" ,,
In one sense, the above table may be a worst-case scenario, since it assumes 

that no states contribute unmatched dollars to Medicaid. On the other hand, the cull! 
In Medicaid resources could be even deeper than shown if states use funny money to 
meet thelr matching requirements. And the NCA proposal would drop all existlng 
bars to the use of such funny money. 

, 
, 

In the past, some states have used creative financing schemes to make 
payments that. they could caU "Medicaid contributions" but that really were not. For 
example, a state might impose. special "tax" on • provider of health care services to 
the poor, and then immediately rebate the amount coUected to that provider. The 
provider and the state are in exactly the same financial position as If this back-and­
forth cransler had never occurred, and no additional medical services are pro.oded. 
But the state could call the rebate a "Medicaid contribution" and thus satisfy a 
matching requirement. Congress largely banned such scam cransactions in the early 
1990s. (See attaclied text box for a fuller treatment of the issue.) 

Data and Methodology 

The current-Jaw baseline level of tederal spending in 2002 and over the seven­
year period 1996-2002 uses C80 baseline figures. Cuts are measured rel.tive to thot 
baseline. C~nt law FMAPs come from GAO. The FMAPs under the Republican 
bill were likewise from CAO. (See attached table of I:MAPs.) Baseline spending for 
the seven-year period and for 2002 was divided among states in proportion to st ..... 
by-state baseline spending projections made by the Urban Institute in December, 
1995.' 

It was assumed that gross federal cuts would be made across-the-board, 
relative to baseline spending,' and that the sp~cia1 payments for undocumented aliens 
(see note 5) would be distributed as specified in the Republican bill. Finally, the 
estimated federal cuts in 2002 were taken from the President's budget and the 
RepubUcans' January budget ofier, respectively. 

1 Set Tht lmpacf of the -Mtdigrtmt" P1tJn Ctt Fuimll Pt:y1t'.m.H to 5t.:ItL, December 1995. prepAred by 
John Holohan Md David Liska of tM Urban Institute for the Kai.ser COO"Ul'..issiOfl on the Future of 
Medicaid. T 01>1£ 7. 

a An alternative As.sumption, that t.fw.level of grants {other than (or undocumented Aliens) would be 
inCT~ aCI'O$$~the-board rtll;tlive 10 the Republicnn Medicaid hill. leads to results that am virtually 
identical with th~ shown above in aggregate, though the $late--by~$t.ate distribution of tbl.'i cuts would 
differ. 
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Examples 01 How Special Medicaid Financing Method. Allowed Slales • to Draw Down on Federal Dollars Wllhom Spet'lding State Fund.> 

The lollowing """"'pie illustrates how tl'u!$e finAncing methods worked in the p.st: 

Assume a .tate imposed • provtder tax that wo' paid by hospitals and that ral<ed $4() 
million dollm. The state then pays back to the hospitals su1>joct to the tax $SO million in 
disproportiolUlte share hospital ("DSW) paytru!nts. which under the law aro .upposed to 
provide additional fund. to hospi!als that ....... disproportionately rugh number 01 
Medicaid and low-income uninsmt'd patients, If the state's federal Mt'dicaid match rate is 
50 percent. it can claim $25 million in lederal Medicaid funds based on the $50 million in 
DSH paym<;nts to the hospitals. 

The 'esJJt the hospitals gain $10 million ($SO million in DSH payments les, the $olO 
million in ptovider taxes); the state gains $15 million ($25 million in lederalll\iltching 
funds plus $40 million '" provider taxes mil\UIl $SO million in DSH payments): and the 
federal governmt'"Jit pays ~2S million without any net state funds having actually been 
expended.. 

I • 

Midtigan's practices are instr.1cUve, (Miclllgan is not the only or most egregious 
example of ~ state thet has used such financing methods. It is selected for illustrative 
purposes because !his example was documented by GAO and is straightforward.)

• In tiscai year 1993. Michigan raised $452 million through hospital donations, and then 
paid the hospitals $458 million", disproportionate share (DSH) payments. Based on these 
payments. Michigan claimed S256 million in federal malching funds. The net eli«1 of 
these transactions is as follows: the hospitals gained $6 million ($4.S8 miUion in DSH funds 
less $452 million", provider donations); the state gained $250 million ($2SiJ million in 
federal matching funds less 56 million· in net payments to the hospitals); and the federal 

Igovernment paid $256 million i.n federal rnatthIDg fund...; without any net state funds 
having b.<m expended. 

When provider donations were limited: by Congress through legislation en.acted in 
1991 that beam" effective Janu.ry 1. 1993, !his loophole was closed. Michigan responded 
by relying on intergovemrr.ental transfers and changing ils criteria lor decidmg which 
hospitals would qualify for DSH p.ytru!nts, a determination that (ormer law 1.lt almost 
entirely to state diSCTedon. I.n October. 1993. it paid $489 million to the one hospital that 
met its new DSH definition - the stale-owned University 01 Michigan hospital. The stale 

I claimed $276 million", federal matching funds lot !his paymenl. but the public hospit.l 
returned the fuU $489 million payment to the state through an intergovernmental transfer 
!he "ery same day the l'.ytru!n! was made. Through thls one transaction. Michi6an 
realizt-'(i a net gain of $,276 fl'.illion in ft.>derai Medicaid paymenG, again without expi:ndins 
any state fur;1$. 'Ihls practice is now aL~o limited by Congress through provisions phasid. 
in beginning in Jul)' 1994. . 

• 
Sourer: CAd, St.11tt! u~ !l1uscry /\pj170lfChts to sr.~~ Prognm: CnSt$ to F~erQl GDt>Cnl,'7lt'l1l, August
1994. ) 
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Alalia",. 
Alaalol 
Arizona 
Ar1out_ 
CeIHomia 
Colorado 
Connecticut 
DelaW8f1l!! 
DC 
Florida 
GeorG~ 
HawaII 

Idaho 

Utlno~ 
indiana 
Iowa 
KanMa 
Kent\.lctr1' 
Louisiana 
Maine 

tEoryiand 
ssacnusetts 

Ichlgan 
Minnesota 
MIS&;lulppl 
MIssouri 
Monlana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Merico 
New York 
North Carolina 
North Oakota 
Ohlo 
Oklahoma 
Orsgcl!1 
penntylVllrlia 
Anode hiland 
South carolina 
South Oaltola 
Tennessee 
Texae 
Utah 
Vermant 
Virginia 

!hlnQ:ton 
•	 est Viroll'\ia 

WitJconain 
Wyoming 

Federal Medical Assistance Percentagll4l (FMAPs) 

GAO otlimatn 


CUlTon! laW. 1996 HI. lIe"':bllcon..'!.
Fed....1 Stat. 

• 69,11% 30.2% 72,'"'- 27.1% 
'40,0%50,0'10 51),0'10 50.0% 

65,9% 34,2\', 1\5,'"'- 3421!. 
74,1% 2$,11%73,6% :IS,4% 

50,0% S(Loe..:. 60.0% 40,0% 
6O.00~ 40,0%i 	 52.4'1\ 47.B'11. 
6QJ)% 4(1,0%I 	 So.o% 5(j,0% 

eo,O% 40,0%50,3% 49,7%
I 60,0% 4O.0"~50,0% 500% 

NGA4O%mulmum 

Fe"....1 Stole 


69,Q% 30,20/. 
60.0'10 40,1)% 

65,9'1(, :14.2% 

I 	 SS.S,.Q 44,2% 1\5,7% 34,3% 
, 61.9''\ 311.1%61.9"1. 38,1% 

6(1,0"/, 40,0%· 	50,0% 50,0%
I 	68.6% 31,20/, ·6&.8". 31.2% 

eo,O% 40,0%50,0% 50,0% 
62,9'1\ 31,4% 6l!.e% 37,4%i , 642"k 35,9%64,2% 35,8'1. 

fjO,O"I. 40.0%S8.0% 41.0% 
70,3% 29,7% 7'''.1% 2$,3% 

n.l% 22,9'1\11.9'1\ 211.1% 
1\5.2% 34,9'1\63,3% 38,1% 

50,0% 50,0% 50,0% 40,0% 
60,0% 4(1,0%50.0% 50,0% 
61,20/. 38.8%56,8"1. 43,2''' 

53,9% <US.1,," 50,0% 40,0% 
80,'/% la.3%79,1% 21.9% 
60,$%' 39,S"00,1% 39,9% 

69A% SO,&Y. 69,4% 30.6% 
00,0% -«1,0%, 	 59.5% 40,5% 
60,0% -«1,0%so,Q'r. 5(1.0"1, 

50,0".. 50,1)% 60,0% 40.0% , 
50,0% 50,0% 50,0% 40,0%

• 73,0% 21,1%12,9% 27,1% 
50,0% 40,0%50.0% 50 O"k 
64,6% 35,4%, 	 64,6% 35.40/. 
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86,7% 33,3"065.1% 33,3% 
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&4,2% 
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70,3% 
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..',' CENTER ON BunGET 
.:;-;: •. AND POLICY PRIORITIESilJ

GOVERNORS' PROPOSAL COULD WEAKEN MEDICAID DRAMATICALLY 

by Richard Koglll1 and Cindy Mann 

The Medicaid proposal .dopted by the National Governors' Association on 
February 6 w01.!ld likely lead to a dramatic erosion in the strength of the Medicaid 
program. It would weaken Medicaid in three ways. 

First, the proposal would not guarantee coverage to certain vulnerable groups. 
induding poor children o,'er age 12 and some' poor disabled individuals. 

Second, even those who are covered could find their benefit package far 
weaker than al present. States would essentially have complele discretion to define 
benofi ts as they "ish; they could establish benefit packages thaI do not come close to 
meeting current standards and do not provide adequate medical care. 

Third,the proposal could lead 10 an exceptionally large withdrawal of slalr 
funding from Medicaid. St.tes could reduce state funding by between $1BO billion 
and $215 billion over Seven years without losing any federal Medicaid dollars. 

: 
The p~oposal also creates incentives for states to "game" the funding system 

by making leg.l the types of sham financing schemes many states used in the early 
1990, until Congress banned them As a re5ult, the reduction in state Medicaid 
funding could be much Jarger than $215 billion. 

In addition, it appears that the f~deral Medicaid payments to states would nol 
be adjusted upwards ii inflation turns out to be higher than currently expected. 

The combination of insufficient funding and sweeping flexibility under tI,. 
Govemors' proposal is likely to prove combustible. The combined effect of the 
reductions in federal funding and the increased incentive for states to withdraw largl? 
amounts of state Medicaid funding makes it likely that many states would use their 
new-found flexibility to scale bad< benefits and coverage substantiaUy. As a re,ult, 
the Governors' proposal would likely result in state action to deny coverage to 
several million poor people who would receive coverage under cutrent law and to 
weaken the benefits offered under Medicaid for millions who r~main insured. 

Some of the problem~ wi th the Govcmors' proposal reflect an effort to 
undertake the enormously complicated task of marrying a block gral'.t and a per 
capita cap in just il few days, 11 has serious deficiencies that Governors may not have 
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• intended or fully understood. It would weaken Medicaid far more than. number of 
Governors who',voted lor It may have realized. 

Co_age 

I 
Certain groups of people would be guaranteed coverage under the program, 

including pregnant wome,1' aiid ehildren under age six with family incomes below 
133 percent of the poverty Une: poor children age six through 12, and poor elderll' 
people with income and assets. i?eiow the l.inUts for the Supplemental Security lncome 
program. 

However, other groups of people who are now guaranteed coverage under the 
Medicaid program would Jose that guarante •. 

• 

• Under changes enacted in 1990 with bipartisan support, Medicaid 
coverage {or children in poverty is being phased in so that by the year 
2002 all poor children under age 19 will be cover.d. The Governors' 
proposal would repeal the coverage guarantee being phased in for poor 
children over age 12. This could aIfect poor children whose parents 
work at low-wage jobs that do not offer health insurance lor dependents 
as weU as poor children who now receive ~iedicald based on their 
eligibility for AF[)(;, Three million poor children over age 12 could be 
denied benefits lie'cause of this ropeal. 

·~:'7%1:M·"'~.·-· .. .... ,." ..,-.'.....~ 

• 	 '\\'h.ile poor peojl1eTdCfii'ied as disabled would have to be covered under 
tlje proposaJ. ilJ!it~j\o)onger would be any federal standard 01 
disability. Eacl:tl.stii./ii·""ould deline what "disabled" meant, and states 
could define thlgltljim as narrowly as they liked. A state could, for 
example, cover':6ill~disabled people residing in state institutions or 
c?ver only pe<ipiWt'i\\"i{6se disabilities were life-threatening. Six million 
people now are~oUed in Medicaid because of their disabilities. 

The Govemors':.p,pposal does include a "set-aside" requirement that 
would 	direcrs~~:!t? spend a certain percentage of their Medicaid 
funds 	on the·i!1s1l)le<j}· Since, however, slates can reduce overall 
Medicaid expe~i##-'es substantially under the Governors' proposal (see 

l The £et-asid~ requirement equals "90 percent of the pcro..'ntagt: of total medical assistance funds 
p<lid in FY 1995 for persons with disabililie:s." For exampit:. if 28 percent of total Medicaid spending 

• 
in it st.'lte in FY 1995 were dt::votcd to the disabled, then in hllutt: yt:.an. at It,!a:it 25 pt'r~t (gO pertt:nt 
oC 28 percent) of Medkairl spending would have to be earmarked for the disabk>d. (This example ij 
used b\:'Citus.e nationWide 2! percent of Medicaid spending in FY 1995 was devoted to the disabled,), 
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• fundmg section below), spending on the disabled in 2002 could be 38 
percent to 43 percent less than what would be sp.nt under current law.' 

i 
A Guarantee of What? 

Some of tlIe people guaranteed coverage may find the guarantee a hollow one 
because the proposal would repeal virtually all federal standa:rds for the health care 
;e,,'ices that must be covered under Medicaid. Federal law would simply contain a 
list of areas in "'hkh states must offer some services l but with no rules; guidelines, or 
standards to ass1ure that the services are minimally adequate. 

Thus, states would have to oUer same hospital care, physician services, home 
health care, laboratory services, and other specified benefits. But what hospital care 
O! physician services must be covered would be left entirely up to the stahls, with no 
minimUl1'. standards set. A state could ofler only the most skeletal of benefit 
packages. : 

, 

• 
For example. a state seeking to reduc(' state funding for Medicaid could 

impose annual or liletime limits on hospital utilization by timiting coverage for 
hospital care to five days pe, month. (A state even could guarantee only a couple of 
da}'s of hospital' care in the case 01 a heart Wack.) 

I 
If mid-year fiscal pressures arose, a state c~uld scale back the benefits 

provided to new applicants compared to those for pllTsons already enrolled in the 
program, Large differences among states would emerge in the absence of federal 
mi!1.1mum standards. This would increase the risks of the "race to the bottomU that 
many analysts have warned about. 

I 
The likelihood that states would take steps to scale back substantially the 

he,lth care serviCeS covered under the program would be greatly enhanced by the 
parts of the Governors' proposal th., provide incentives for States to withdraw state 
fU!1ds from Medicaid. These incentives are disruss~d in the- next section. 

Would Fwtdbtg I..evels be Adequate to Sustain the Program? 

n,e Governor;' proposal would allow states to reduce their own funding for 
Medicaid sharply without triggering any further loss of fed.ral funds. Under current 
law, the cost of'Medicaid is shared belween the federal and state governments in 
accordan;:e: with "maiching rates" established by federal law. 11 a state's matching 
fate is set at 50 percent, the state pays half of Medicaid costo; in that state, and the 

• 2 Th~e percentages MP. consistent with Stltf:S Muting (1\"/;;r.,lI Medicaid fundi,.,S by bctweet\ $100 
bilUoft and $215 bUUon over s(:ven years. a:; di..scosseG in t.hl! funding section. 
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federal government pays the other hall. Under current law, states that Cllt Medicaid 
benefits or eligibility to reduce state costs automatically lose at least $1 in federal 
funds for each dollar they reduce state contributions. 

By contr.s~ under the Covernors' proposal, at least half 01 the st.tes would be 
allowed to contribuUl a smaller amount of their own funds to receive the same 
amount of federal funds. The result would be a reduction In tbe total resources 
available for Medicaid services. 

For the 12 wealthiest states, the perCemage of Medicaid costs the state must 
bear would be reduced Irom 50 percent to 40 percent. Thus, a state that otherwise 
would provide $6 billion in state lunds to receive $6 billion in federal funds would 
need provide only $4 billion in state funds to get the same $6 billion in federal 
funding If a state took advantage of this change, total Medicaid resources in the 
state would fall from $12 billlon to $lO billion (In addition, to the degree the federal 
Medicrud grilnt that a stutc receives IS less than it would be under current law, state 
funding could be reduced further, since states would have a smaller amount of 
iederal funding to match.)' 

The potential effect of these changes on state Medicald financing - and 
consequently on Medicaid benefits and coverage for poor families, children, and 
elderly and disabled individuals - could be dramatic: 

• Under current law, states achieve no nwre than half of the savings Itom 
cutting back on the health services for which beneficiaries ate covered. 
Under the Governors' proposal, states could in many circumstances 
pocket .11 of the savings from such a cutback by reducing state funding 
without losing any federal Medicaid money. The financial incentive for 

.a state to scale back tht: services covered would consequently be greater 
than in the past. 

• The amount that states could reduce state Medicaid funding without 
losing federal funds would range as high as $180 billion to $215 billion 
o,:er seven years. 

• Sin", states could reeei". their futi federal payment even if they 
substantially reduced their own contributions, many states are likely to 
iump at the opportunity. 

This $180 billion to $215 billion reduction in state funding may be an 
'mderestimate. The Governors' proposal also would repeal federal rules that prevent 
states from using financing gimmicks that would allow states to receive federal funds 
without actually prov1ding the required level of state MediCaid payments. Thes. 
rules were ena.cted during the Bush Administration 1.."'\ response to state actions L1.at 
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: 
used gimmickS to circumvent the matchlng sy•. tem. The reductions in state Medicaid 
funding could be even larger than $180 bUllon to $215 billion if states again begin to• 

: 

use such fina!J.cing scams. 
: 

A final :feature of tJte Governors' propos .•,l.":~l:'!d be the creation of "umbrella" 
payments, under which federal funding wouic\:.jl!aease•.to cover unexpected costs 
above the basic block grant. TItese payments a:re""Jifeifaect to give life to the principle 
that "money goes where the peopJego:' If designed.coreectly, these payments cocld 
protect states against unexpected increases in ~t,;pn\or in the number of people 
becoming po~r and qualifyil\g for Medicaid. . .::" : 

i" . 
While details on how these umbrella payments wocld be structured remain 

sketchy, it appears the structure may not provide the necessary safeguards for states. 
In p.rt'ml"", it appears that federal umbrella fund payments ~ as well as the basic 
block grant payments - would not respond to' increases in inflation that would cause 
health care CO.SIS to be higher than expected. 

, 

• 
In addl,tion, if Improperly designed, a system to provide extra payments to 

states for each additional beneficiary can be subject to "gaming" by states and thus 
""Y result in Isubstantial, unintended federal cost. . Proposals to provide federal 
Medlwd payments On a per eapiti basis that th~ 'Clinton Administration, House 
"Co.litioc" Dem,,,:r.ts, and Senate Democrats have advanced all cont.in safeguards 
against gaming, The Governors' ,. not. It allows states to 
extend Medidlid to categories of to cover (because states 
would be permitted to provide people with and then to receive 
federal per*capita payments that ercl'B1 the these new beneficiaries, 

The manner in wlticlt the Governors this proposal thus may 
provide cousiaerable fiscal relief to states ,'fecler,a] government to lose a 
substantial portion of the Medicaid savings thE'ij:ilr~ is supposed to achieve. , 

Lega! ProtectiQns W"uid1~"~';;d;;"'<i"'d 
The Governors' proposal also ends fundam""tallegal protections that are now 

part of Medicaid. The plan would repeal the c:iJ.q~~'Jaw that governs the Medicaid 
program without specifying wlticlt parts of that ~\iiwouJd be retained, Thus, the 
proposa! provides no assurance that provisions· ill t~rent law banning providers 
from blUing Medicaid patients, protecting beneficiaries from unaffordable cost­
sharing requirements, or prohibiting discrimination against certain groups of 
beneficiaries based on their medical condition would be maintained. The proposal 
docs make dear, however, that neither beneficiaries nor providers could tum to the 
federal ccurts to enforce any rights provided under the new federal law" 

• 5 
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What Does the National Governors' 

AsSociation Proposal Mean for Medicaid 

Beneficiaries? 


OVERVIEW 

Q
n February 6, 1996, the National Governors' Association (NGA) 


, unanimously approved 3 compromise proposal to restructure the 


Medicaid program. This proposal has been hailed as a breakthrough 

Ihat could brealhe new life into Ihe stalled federal budget negotiations between I 

the President and the Congress. Medicaid ralorm has been one 01 the most I 
contentious issues between congressional leaders and the President. Thus. the j 
compromise proposal raised hopes that a federal budget agreement is I 
achievable. 

The GovemOf$' proposal reflects ihe 

DosiLO~$ 01 only one 01 the interest groups in 

tM M~dicaid program controversy-tha 

Governors, Not surprising!)', tM Governors seek 

10 maxImize fede~al fU!"idi:",O While grtntirtQ 

IhtMlSe!ve$ fhe flexibility to cut theif own 

Medicaid budaets" At the same time. the 

Governors wan! much more contrOl oller the 

or¢gfam's operations. In asserting thOse 

infefts:s. however, the Go....ernors· prOpOsal 

signif'cantly wiltakens the program's historic 

P'"Oleclions tor low· and mooerate-.income 

pooPle whO depe:'ld on Me<ilctlid lor their heallh 

care. Ii wfl! also enable S!ale governmenls to 

eveoe their fiscal cbliQiUior.s under t"e program, 

resullI\lO in signilica.nt cu!oo:::ks of service to , 
program beneficiarits . 

ine NONs desctipticn of the prooosal 

poGits that it "'guarantees hea.Hn care to our 

• I 

JIll guarantees of 

meaningful coverage 

will be eliminated 

• 

mosl needy eitizens: But h review O'f the plan 

belie! ~h1\t assertion. SilJnificanl numhers 01 Vtl?' 

vu!oer,able groups wi!! lose 9xlstlng or future 

eover8ge-lnc1vding ceoglC with disabll,l;oS, 

seniorz, older chiidren. and families recelvinQ 
i 

Dublic assistance, All gU/H,Qf!tees of ml!laningf'Jl; 

coverage 'will b€ eliminated. New and : 

unatfoldable cost·sharing reQuiremer,ts. m.e:y bel 
im;:,o$cG. Federal standards for Quality of heal!h 

care will be n:.Jllified:, And Ihe ability or program! 

benef1cialias 10 enforce remainin9 rights will bel 
weakened. ! , 

,I 
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• $' PROP'OSAL FOR- MEDICAID, , , 

• Under the Governors' proposel: 

• Millions Of Americans will be in jeopardy 01 , 
losing coveraoe, in particular: 

o. children aged 13-' 6; 

'w senior eitittns wbh Incomes .!!IOOve the 
I 
n-.eaQt: 'Qderal Sup~ementa; Security 

Income (SSlj level: 

'. those with nigh medieel biils; , 
• some parents whQ receive Aid to 

,Famiiies w,1h Dependent Childre:.., (AFDe); 

.,d, 
,. people with disablli:fes. 

• Those Who are COVOted wi!! lose the 
I 

Quarantee they have today to mMn'n9f~1 

bcMlits. 

• 
• LO,(".j;'lcome aM vulnerable Americans can be 

IOfced 10 pay high out-of-pocket charges as a 

cond~ion of ree~i\'il'!O care. 

• Existing federal gUll(anlees !hat hich-Quality 

Cbfe be providM will be elimtnateo. 

• Feder.: nursing home <:;IJItE1y monitorin.g will 

be terminated. 

• Beneliciaries 'Nil! lose: their ability to enforce 

wt!e.!e....ct rights lhey stil( have in federal couit 

• Meny S1:atas Wl1! be allowed to (eduCt!: melr 

$l)tooing on Medicaid beneficiaries, a.'Vj at! 

states will be given sutficJenl !le~:OiHty 10 "game' 

me metChlng tund feC)uitement, 

The lollowing i~ an inoOopth analysi5; .of 

speci!~ e:::opqc!s 01 1.1"1;$ plan ;onis peper e.t!empls 

to a~$Wer crucial QUCS1;on$ in o!der to 

• 
vnoerotand how the NGA proposal will work: for 

beneliciaries. ;rIG sketchiMG.S 01 the proposal, 

however, fe.eves many Questions unanswered, 

More details must be provided by the Goverr,ors 

!')Cfore the true imoae: O!'l benej:ciaries can be 

/1S$essed, 

Section I : 
MEDICAID BENEFIO COULD BE II 

DRAMATICALLY REDUCED 
! 
i 

The Govemof$' proposal requires states 10 

provide the fOltowing benefits to groups tha~ aN! 
I 

"guaranteed" Med!caid eligibility (586 Sec;ion II 
i 

tOf list el guarantoed groups); 

InpatieN and outpatient hO!lprtal 


sorviees; phystcian cervices; prenalal 


C<!re~ nursing lacWty tefViee$; nome 

health care; tamily planning services 


and liup;;lies; laOOf!toty and x..,-ay 


services: ~6iatfjc and fami;Y "",rse 


pr~ctitiQnef se"Viees; nUl'Sfi midwile 


servIces; aM Early end Periodic­


Screerling, Diagnosis: ar,d Trt!ltmenl 


(EPSDT) services (ellr,Qugh too 


treatment mandate is redefined $0 that 

".Ioti need not cover treatment for all 

conditions), 
I 

Thi$ list of benefIts ap::'Iroximtllel: those 
- I 

filar $te:tes must now provide under Medicaid 
I 

law, with lhe notable exception ot serviet!S at 

federallY-Quallfled t!ealth cetlters: and rutal h~alth 
elfr.ics. However, the list 01 reQuired ben6f\tsjls 

virtuallY mesningle$s becauso the Governors', 
proposal gives states to:al discration over Ih~, 
amovnt. duration, and $COpl) 01 such services. 

For program beneficiaries, thi$ r.aises the 

following !)tObterns: 

I 
No Qu,lIrant~o of Sufficient Benefits: U~d(Jr 

current Medicaid law, stateli are rcql,Jired 10 I 
orovid-e Medicaio ~orvicos '"sufHcienl In amount, 

Iduration, or SCQPe of such services to , , 
(eesonabty achieve their purpose.~ The 

G:lwuot':':rs' prO;;3osal elimlOelec this reQl.!ifem~nt, 
WlthOu~ it, states can arbiitati!y limit 1M I~v¥::c! 

I 
SI'Hvices provided. for example, stalas can ! 



L the hospilal sel'Vicetl :O'll.llrerMttt by 

ptoVidfng 8 very limited number of covoreC 

h08Ptll! days per year-e\"sft as tittle as one day 

e year. Without "amount. duUltiQn. end .cope­
prolaetlops, oonelici&ries,MVC nQ tu;surance thAt 

the benelits psek:lIg:& offered by theIr state- wi!! 

be even mi!'lim&lIyadeQuate,, 

No Gutlf'Dfttee of Equal Treatment: 

"Amoun:, duration, and scope- prOlec!iOtts also 
I 

ensure that a specHic service will oot arbitrarily 

be reduced because 01 tl patient's !!foes!>. 

diagnosis, or medica! condition, At: guaranteed 

beneficiaries, und.e( current taw, must receive 

·com~rabje~ benefits for comp8fab[~ m«lical 

need. This 100 appears to be repealed, leaving 

stotes free tQ offer various levels of beneftts to 

individuals with oiH-efer'\! med!ea.! condi:::ions-{or 

snce, cHering extensive servIces for someone 

•	 h cancel Md re~ ervices lor som/!One who 

has sickle: cell anemia or AIDS. 

No Guar.nt•• 01 Comparable Sern~•• 

W"rthln Statee: The curren!,reQuiremeAt that a 

similar benefi~$ QaCkAQt bel o~ered t'lroughoUl 

each state ,appears to be rnpealee;. This COl.;ld 

'esul~ in rvfat countIes getting fewer S6mceS 

than urbal'\ counties, fOf example. States can 

provide an upandu6 beneftts package In 

coI.mlles where the local Qovttflme:nt !s able to 

contrlbvt& to 11le cost of p{QViding the: added 

benefits. so thai richer <:oul'lties ear: oHef more 

benefits than poorer counties. Or therE could be 

a ·race 10 the bottoN'," amor:'g counties. II would 

even be -possible lor GQV(IfIlors and state 

leglslatures to apportion Medicaid lunds and 

services using inappropriate criteria. such 8S 

at.itieai fovoritism based on lhe oarty loyaltIes of 

~nlY and city officialli. 

No GlU.nlnt•• of Be.noflb: AU \"car Lo"9: 

There is nQ guarantee that e $Iate will not CUi 

back on benefit$: if th. money runs out In the 

mlddfl' of the year. If a mte runs out of 

money-bacause inflatiQn grows more Ql.d¢ldy 

than expected Of lhe mix 01 setviees becomes 

more expeMIve than initially predi¢ted-the state 

wUl t'I(It be allowed to draw down ledGral 

'umbrella flJnd$~ (see SeC'lion V! for etq;ll",natior, 

or the umbrella fund). rhe fear that states might 

(urt out of lunds is legilimate-witness the recent 

(jiscovery by the Medicare program that CO$~i' 

had risen higher than expected due to more 

inpatient hospital days than predicted. If this 

situation OCC1Jrs. &lutes wrn have ./tffin to pay for 

·I.hese services with slate doilar$: or to stop 

providing them. 

No Cuaraltte. or Medical Tr.eatmon:t to, 

Stele. Children: Under curreli( Medlcald law, 

SUites are reQuIred to providu treatmet'lt to 

children fot health condttlol'ls identified througtt 

periodlc screenings, evel'l if the liervlces needed 

aft nol covered for "duits. The Govemo($' 

prolJ<)sai eliminates this. reQuirement. As a result. 

a Medicaid provider could screen a child and 

diagnoso a serious illness. then have 10 tal! the 

family tnat the Statl! will not pay for the 

.neces:sa:y treatment 

"Optional- 'Benefits Tlireatcntld; All StatU 

are currently .able to offer op:ional serviC06­

including Pfescr1~tiol'l Cf'Jgs. clink: SI!Nlces, 

pr"sthetic devices, hearing aids, _)'8glaltsos, 

af\d de.'l:ta! care-and receive federal matching 

funds. Many states are alreedy reducing lno$O 

befWfits, 1n the face of inevitable federsl (\('i(f 

stale funding cuts (see Section VI). tlpbOn&1 

services will be exceedingly Yulnerabie. 

fcftnm•• USA 



• :10 sum, the elimination of federal bentliis 

standards, together with r*duced MediOJid, 
funding, wll! deny eny meanIngful 9IJ.rantee of 

health security to those seniors., children, end 

persons with dlsabilrtie$ who retam their rig'nt tOo 

Medicaid Gl;'rvlces under thIs proPQs&[, Without a 

'basic benefits standard. stales may fear that" 

tic~er ben«fits package will atlo!d older and 

sickel POPvlaiicns who 8fe '11ore likely to neila 

c(")$'Jier care. ThIS will oi...e states an incentNe to 

engage if a "race 10 tne'cottom: 

Section II 
MILLIONS OF MEDICAID 

BENEFICIARIES COULD LOSE THEIR 

COVEUGE 

• 
The groups that are guaranteed eligibility 

under tt.e NOA proposal include: 

:_ Pregf"lal'lt women With income$ up to 
,
i 133 ptlteent 01 poverty ($16,745 for a 

I ftltr.i!y of three); 

1. Cl'$i!df,n through age six Wflose famities 

! have Income, up to 133 percent 01 

, poverty, 

:. Chfldrcr. througn aGe ~2 whoS9 families , 
, have rncclnOS IJP to 1ue pe-rcenl 0.1 poveny 

i ($12,590 lot a lamily 01 fhree); 

I • ?llOP!C wi~h disab),ilies (as defineQ by , 
, the state): and 
j 

, • Elderly persons whO meet $51 elioibillty 

. stllndards ($5640 for a sjngle pelso.n Of 

$$460 ior a couple). 

• 
'#hUe this list Includes many 01 UIOSfI WhO are 

cmrentlY u&ured coverage, there are 8 numbiJr 

01 OfO;'PS ttlat are no IOflger,Quar.anleed 
i 

C(lv~rage: , 

Poor ChUd"en Aged 1'.. 18, Poor children , 

aged 13 thrQugh '8 af't currently 'cheduled to 

be phased In for mandatory M-edlcaid c:ove~ge 
from 1998 to 2002. n is estimated that. I.md~r 

I 
1he Governors' PfOI'OS8I, over three million! 

Child",n will I.s. thi, .UO'ant••. • I 
The Elderl, Poor. Undef Curran! law, 'owi 

income seniors with incomes under 100 percent 

Or pover.y can ft3!y on Medicaid to pay the)( 
,
I 

Medicafe premiums. deduClib!es, ana !, 
copayment$. These seniQf$ lUi called Quamiee 

I 
Medicare eeneti~a:rles (OMSs}, roday. seniors, 
whOse Incomes are between , 00 c.n~ 120 I 
percent Qf poverty can rely 01'1 MecicaiQ to Oay, 
(Mir Medicare premiuI'I"I$. These seniors are! , 
known as SpeclfMld Low-lncome Medica!c I 
Beneficiaries {SLMBs). The Governors' 1'lrOClosal 

I 
does reavire states to COflllm.lB to pay tledlCafe 

cost-$heting for OMS!., blrt it is silent on the I 
Question of premiums: lor SL~es, 8P!)atentlyl

f 
loaIJing states free to droP this eoverag19. i 

The plan allow$ r:talas 10 pay lower ! 
relmbul'$cmenl rates: to providers ser'Ving OMSs 

Ihln would .be paid for other Medicare I 
beneficiaries. This COUld resull in undeslrablc 

I 
Outcomes. ProVK'ie($ could discourage low* 

income seniors from uSlnQ their serviees. 

AltQmatlvely. low.incOtl1Q AMior5 could be 

required to J)~y the diffefllmce. C"rrent lew 

:;Ifohlblts this practice, but this protectiQn 

apparentty i:s fJllrn!nated, 

. I 
Elderly Kunin, HOme Aestdeftb: Ninety 

percent of e!del1y al'\d disabled pel'lQl1s whol 
. ' receive nut$ll"Ig bornlt care under current law! 

have inCQmes above 1hiJ 551 il'\¢Qme standtHd, 

Und.r the GovernQr,,' pro!,,"osal. &tates will ha~e, 
complete fie:xibiJ:ly to determine whar'ben;tilu 

these people leceMii end how long tt:ey will I 
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,eive them, ~rrtntly, these :nurSing home 

residents art coveflld' at the opUon 01 the 5tHls; 

MOIN'ever, If the state chooses ~ cover this 

group. 1t Is reQuired to provide comprehensl\le 

services an year long. ThIs will no tonger be , 
A ,I ..!I'QQufred under the uovemof'$ propos...., 


TIle Governor,,' I)(oposal Is silent on 11 


number or protections in Outten! taw fer this 


poOul~{!::H\, They Include: 

• an a$$I,mince that the 'spouse oj 1I. 

nutilng home tWdlln! can keep enough 

income end assets to live at ~ome (known 

as "spousal Im:>oveflshmtn:~ Pfote¢ticn}; 

• an ~.ssurl!l'Ice rh8t adult children of 

n:using home t.$Iden!$: will not havs to 

Impoverish :twmsofVes to pay for tNtr 

parents' care; snd 

• en 8$$ureliee that the stale will not take e the nursing hOrns resic'en!'s house or put 8. 

Iian on It If curtain family membtl1l 11m Uve 

Ihere. 

p.,c:apJ. With OiubUtae.: States WIll he AbIC!' 

10 eNblish thsir own dellnition of disability. 

Ot;abl9d persons who do nOl Qualify un<ler more 

restrict.lve 51~ dlilfinition$ but currently m""t 

federal guldCflines will lose g~ratlteed eovelllge, 

States could deCide. tOt example. that a oertain 

diaonosls, such 6S AIDS. doe~ not t::uality e 

~rson 0$ oi"bled. Or states could decide thaI 

only peoPle whO are bedridden QuaJity. A stale 

thaI wants to reduce expenditures can do so 

easily by r,arrow/ng the definition of di!Ulbllity,
I 

ParenD and Olde, ChUdrOh on AFD¢; 

Undef currenl iew, famliis wnp tue on AFOC 

lIutomaticallY eligibie tor ~edieajd btntfits. 

Govtlmors' proJ;'xulAI allows: .states to chOose• 
to caver either: 

• individUals or 1emilles who meet curreni 

AFOC Income and fCSOUrce standards 

(hoWeVer, lte.tu with income etandatda 

higher thArt Ihe national aVi!lfegt; may lower 

thOR standardS to I~ ,nella",!l average); 

or 

• li\dh:iduals wtlO are eligib:~ tor 8 new 

welfare program et delined by the state. 

Under eittm( 01 these scenarios, many !)4ri'nls, 

Drlmar~ low-income women, and 1!hild(en who 

ate 13 years or older are likely to fose tho'(( 

coverage, but rt is impossIble to, estimate Mw 

many, 

The Governors' pror>O'st!:1 e.c;>af'CnUy 

fepears the current uniform rules tor detetMfl"oing 

what cOr!.$lin:tes income (and. presumftbly, 

resourCfi. in the case of people wilh 

disablllUes). MMie,aid ¢ufte:nlly rGries on AFOC 

rules for determining income and assets. Without 

uniform rules, states wm mAke their own 
choIces, ,u~h as what i"e01'l\e tQ count and how 

to tree1 Income available Itom other t«mlly 

members" At. 8 re$ul~, the S8.<-ne child could be 

guaranle-ed eligIbility In one state .00 not In 

anoth_f. 

P.oplo Qufttyiftg UeHler "Optlona.­

Cowerage Cat.gmi"E Under current law, U 

well &5 in the Governors' protlosal. $tttes may 

Qpt to eXlend Me<iicaid eov.rage to other 

specIfied gtoup$ oj people beyond the 

·guarMteeO~ populations. Under curtenl law. 

these include persons whose medical exp&nses 

are so high tha: they Ate left with lIule money lor 

basie living costs (the -mediCally needy"l; 

pregnant women and chlldr;n up to 8."e one 1n 

ramllles with income, up to 185 peroent 01 

poverty; aM, In sorne 4ittas that do not hOVe e.­
medieel!y needy program. nursing home 

resldenl$ who could not olhctrwiJI$ tfford the 



• COSI 01 care, MOre than Ol'ttH'OO1'\ 0: all current 

Meoi~id beneficiaries, aild 90 tll;:rcent of aU 

Medicaid nursing hOme patlent4. ere in these 

optional coverage CAtegories. 

If federal dollars are cut and stl!.t$S are 

fJ:!lowed to reduce their shams significantly. as 

the ~fO:OO!lallecommends. prefSUre will 

i(l~re.ese to reduce the number 01 people 

cover,cd by MGdiclid. 11'\ tho last Jew yeafs, 

sever!!.l :$tates (Arkansas. Florida, North Carolina, 

Vermort, and Wyoming} reduced Mectieaid 

e!igibiliri in response to state budgetary 

pressures. 

• 

OvSl six million optional Medicaid 

bene!iciafies na!ionally would be at-gfeat risk of 

los;ng cover8Qe, More tnan one QU! of four 

MediCaid beneficiaries receive options: coverage­

in fir.een slates, These ¥tales are: Connii<cticl.'t 

(42%); Nor1h DakOta {41"'1; Oregon (40%); 

PeM$Ylvan:a (40%); Ma.rmu::liusett5 (3!im);, 
Kansas (38%); A.rizona (38%): Vl1g1n\a (35%};, 
Kawaii {34%}; Maryland' (33%); Illinois: (32%}; 

Vermont (30%}; Arke.nsas (28%): Tennessee , 
{27%); and New York (2616),, 

PeDp'. w;th IncoMe$ Abave Poverty 118)1' 

C.ll'I CoY~r.g.; UMder the Govef\,,;ors' 

ptop?sat, ~Ualt$ may cover Iny ind'ividve! Of 

lami!y {as defined' 'f:!y 1he state) whO" Income is 

up to 275 petcent ()! ooveny. This prQVislo."I, 
covld help sUites cc;Mf! more people who now 

lack facce,$$ 10 Madictl.id Of to private insurance, 

SUCh:,85 non-d:s8,bled adults. This would enable 

stales 10 reduce IhQ number of people who are 

uninsured, e:s 50me states: have a!(aady dOM 

th~ough their approved 1'Ktt'raJ Medic,a1Q waivers. 

Or. the o:h~r hand, i: is POssibfe that tedereJ 

• 


Medicaid h;/lds couid be diverted to meel ,i 
exIsting Jt«t~ rssPQf1$!bllitie&-by using Medie.aid, 
funds to subsidi:te health coverage 'Of $tat.a 

employ"s, for example. Such a divorsion ~uld 
IIkefy result in a loss of benefits lor the !lta!~'8 

i 
ClIrrent Medicaid beneficiaries slnco lundG ~outd 

have to bD atvertld !rom a linite POl 01 monby 

(,ee S,ctlon V'I. i 
Soctl"lt III I 
HIGH COPAY"MEHT$ MAY PIUlVEHT 

POOR FROM SEEKING CARE 

I 
The Governors' proposal al)pear8 10 reo-a! 

,.•.1 
current proteelions ensuring thai bone JClerlGS 

can afford 1M eo$1 ol medical care, Wt1hOt;:t! 

these vttal protections. stales. may faist cost­

Sharing requirements. leaving beneficiaries ! 
unable to aNord lh~ cafe they need. 

Unafford.t..." Cost-Shartng ••y a. 
lmpo." On Be".'fielarle!t: Under current, 
law, children, pregnant women, perSOI'l$ In 'I' 

instltutionG, and those receiving errungeney 
lOervicee m,y not ae. charged premiums. I 
copayments, or deduetlbles. All ether I 
benefici8ries may only be charQed nominal cosl· 

ShariOQ amounts, The Governors' proposal I 
Aopeaf$ to repeol these prQ~.ctiOn$. 

Provid.,., M.y Tum Aw.~ Beneficlarte.: 

Under current law, prOViders may not turn aJay 

beneliCialics !t the)' do not have tM copayment 
~, I

a1 lh9 time seNlcl1s ar<! reQueslecl. 1l"S 	 I 
i

orolection al$O appallta to be rePGaloo by the, 
GcvernO($' proPOS91. 

1 , 

I 
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.VIde,.. Could wsalaol;4J,BUI- Tholr 

Patlonts; Medietlld currently i'e~ijlf.$ health 

Clare "rovld,r, to aceer::t lne Medicaid 

f.lmbur6ement rate (attC any '6Qulred 

copaymenf) u -paymen1.ln tulL" This protection 

also appears to be rl!lpeale-d. In the abt;MOe of 

Ih1$ protection, pfO'o'iden;: may ctlarge 

bene~jclari~s tM dilference between what 

Medicate! p~ys and what the provider normally 

CM.fg.eS. 

Studies s:mw thallow-income pe,sons 

delay or avoid getting the meCiical care they 

need because 01 cost-sharing (6QuiremfJnls,< 

This results in the SUbS1!Quenttleed to: mOle 

costly care and drives up coSt,S in ihe lono tun. 

Cost.sharinll ptotectio~;; and prohibitions aga:nst 

balance blllinQ are esser.l:al elements of any, 
package which seeks !o guaranltlll health 

.erage tOt low·jnterne PQou,la:ions. 

Sedl... IV 

OUAUTY AND AVAILABILITY OF 


CARE JEOPARDI%ED 

CUf('lfnt law includes O;(QVtsions to protect 

Medicaid beneticJaries eQ8il'lsf poor QUality 

health care. The Governors' praposal contains a 

number of feetures that threaten t~e <lualily of 

heal!h aM long-term cate, 

Nun.!"g Home Quality Standaras:: White ihe 

nursing homo QIJal:ry stanotHd$ ihat were 

Pi1ssed in 1987 eppea( to remain intacI, rederal 

enfQrccmenl or these $tanrjards Is repaa!ed. 

Und~r curren! raw, stales enforce IheSt:! 

$tfJ.ndards: Undl;?r the Quidnnce ana oversight of 

Ihe federel government. The Governors' 

"oosal gives the slates th. authority 10 

.ermine all ertio(cement strategies. 

Under CVrTetl' low, states mUit survey 

nuraing home. .nnusIly, wing federal 

proeedures. These procedures lay out the steps 

LMP"CtOfl> mu~ t4ke. sUQh &$ obterving 

rws!dents. talking with famlly.members, reviewing 

medical :-ecord6. and recomm.malng corrective 

actions. Stat" must also SU!'ViitY nurJ.ing homn 

to investigate corr,pjail'lts by rEsidents, family 

memberlO, and others. I...t\it yea.!'. these $tete 

surveys uncovere<l $$rio\J~ problem$ in more 

tllan 600 nUf$itto homes, Inspectors lound 

Clea~hs.due to misuse of (lfry:scca! restraints, drug 

overdoses, and other problems, 'these 

InspeciioC".S: wI!: no longer be reQuired under the 

Governors' plan. 

History shows wn. wilty.);,,! federal 

OVCt$tght, state enforc.o:me;ni Qi nursing hOm!! 

standards is episodic and inconsistent. 11'1 tact. 

the 1967 nursin9 hOme reform law was enacted 

after ctlnoreSSlOnal hearings exposed 

wldesoread problems: due to ina4equate stati'! 

enforcement. 

States do not have laws in pfac. that 

adeQuately protect nursi/'iQ homo rosldenl6. 

thrQUgh nursing home $\,lrveys and enrorcement, 

The National Citizanll' Coalition for Nurtling 

Home: Ref<lrm recently examined ton slates' 

nursirta hor.te 1aws. Nine of those states did not 

meet minimum federa~ Gt8!v';«rds tar nurSing 

Mm. $urwys. Enforcqml1nt provlGio!t$ In S1:al~ 

laws vary dramatically. and states otten eto not 

act \'Iheo they find serlous O\,lallty~lated 

violaliof'l$.;l 

lIano8ed eare Prot..ctions: Under current 

!aws. states mU$t seek waivers from the federal 

government before requiring Medicaid 

beneli~itlrin to enroll in managed care. TINt 

Governors' proposal repeals thit waiV.r precess 

Wl:Isltlngton, DO %0006 (202} 628-3030 
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• and, ~oparently. all managed ¢.I!!re consumer 

protections concerning II'l¢¢4S$ to QUality care. 
Without: such !protections, there will be no 

:standards rega.rding quatifications of doctors Of 

oiMr MEuth "roviden;, no standardS 10 ef'l$ure 

the:: benefiCla(les~speciaUy (hOse in rural 

ereas-hsv9 adeQuate .access to providers. and 

no hml!s on the number of bfneliolaries one 

managed care p!S1'. eoulc $erve. 

As Slaies move growln;;! numbers ot 

Medicaid oeneficiaries into managed C'\ire plans, 

paftic:.l!arty vulnerable dIsabled and eldetly 

populalions. strong eonsu~er protecl:ons ale 

vJtal. Without It-.ese protections, a stale could 

turn OWtt most ot itl> Medicaid funding 10 one 

privale managed care plan. The piaf'. could, hire 

a small numbet of doelors :0 serv4\! a large 

rtumMr oj patients. Evan if the pian provided 

;nad~Cluate care to benefic/arics, it CQuid ~QCke! 

eoorm(lU$ prefits. Audits have doc-.:ment-ed many• 
, 

abuses in Medica!d manngru'i etlre glans in the 

past, including: CMtractors that recemd large 

payments but provided litHe seNice to &nroUees; 

f((l.udu!el'l! Of d8~eptlvlJ marketing prectu-..es: aM 

failure ro j)(¢Vlde reQuired -seMces, such B.S 

ehHdhOOtl immwnjU!!ions, 

• 

Safety Net Provider. Tht'fI!Iatefted~ The 

Govemors~ Droposa! eliminates all health DIM 

and provider r&imbursement protections. Some 

of tMs~ changes could co~proml~Hl 

ben12lk::iaries' access lQ quali~ car£,. Fo' 

example, tne prooosal eliminates the provisions 

ol.cuael'lt law that assure eXlfa l:.mcts ror 

hospitals seJVlng a disproI'OI1io('l3{e nvmoor of 

low-inco:Tle peopie (1M DisprcOortionate SI".are 

Hospital, Ot OSH. program), Safe!y ~et hospitals, 
in comr.'ivni1ies where many Medicaid , 
beneficiarieS; live could be sa-verely, 

eompromi$ed !ly the lolts Of this funding, 

Beneficiaries who depend on these hO"P;I"'~ 
may have to sutter from interior W~atm.nt 

10$$ of the facility ItOM their community, 

Sectl•• V 
ENFOItCEMENT MECHANISMS 

COMPItOMISED , 
l 

The Governors' proposal establishes new 
I 

enforoement pl'ocedures for hene~iciarie$ who 

are inapPfOprie.tely denied care, The proposll 
; 

;HeventS ir:dwidua!s from brinpine an action ;n 

fe<Set'61 court on any dispute over eligibility o~ 
I 

QI,melits, 1l'.stead, a person whose federal 0': 

othe: righls have been violated will firs! have:: tQ 

e.xnaust state admin:slrative- appeals otocedcr&s, , 
then go to state court. and, finally. oet;llOrl !na 

I 
U.s. Supreme Coal't. 

Thls process presents numerous obstaclcs 

for the individual who is denied covcr.e.Qe or r 

Sl!fVfces. First. it (QQuires an individual to go ; 

th(ot.:Qh the entirE: slate hearinG appeals PfoJess 

before tHiw.liing his or her complaint to slate! 

court. Many states have \I1;!'y fOlow and ! 
cumbersome ~ro~sse$ wttlch could cause I 
MtiOU& delays. Seconc, ie-dereJ COurts are th" 

I,IsuaJ and best arbiler$ of disputes ovcr fadelral 

raw., and the sta:e ~ourt syste~ :s often ill· I 
tQuloDed to deal Wit!'! rlQhts etlslnQ under ' 

tedefal law. Last, ~fve(l the crowden docket o(
I 

the Supreml! Court, it is unlikely the: Ihe , ! 
Supreme Court will grant many pelitions for 

review, A$ t result. there wlfl be: little or flO i 

1Meta! j"..Hcial oversight of vi¢Jations of tedJr81 

law. I 
The GovemQrs' proposal also gives nev;.­

i
author,ty to the Deoertment of Health and 

Human Services 10 brine an action in federa! i 
I 

i 
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en on behalf of an !ndivid!J~:. However, 

because this I$: a new tunetio~. for the 

deJ)8I1ment, a new enforcemont division will 
i 

.	have to co estabUshed, It i, vnlilo;tly that the 

department could devote suffICient re.$ourees to, 
this effort at 8 time when lis funding and staffing , 
am being redl,lced, 

I 
Tht illdh;id:Jal's righl to bring a lawsuit in 

federal court is a cr Jcial fea~t;re o~ 1:1e Medicaid , 
program's guarantees. A righI, wltt1o~t a 

meaningful remedy 1$ a hoUo.,y right. A 

meaningh,11 Q4Iarantee to COVf!taoe mUl>t 

therefore include a federal ,,(wate right of aetjQfl., 

SoctlonVl 

HOW DEEP WILL FEDERAl. AND 


SlATE fllNDING CUTS: BE? 


certalnty Over "edenal 'Fundsl The 

•	 erners' Dfoposal sets up :our difierent POOlS 

ollederal money states ca.'l craw from, The first 
, 

two comprise a t>tate's finiltl dollar allotment, 
I 

Each st~t'! wll! receive a b8$e' e.mount 

determined by hOW much it sPent !n tts chosan 

base year. plus 8 se{:ond amount that "llaws the 

s~~ 10 cover DfQJectod increases in enrotJmer.t 

QrOVAh, CMIl mix. and inflalion. The exact 

formula tor determining these amounts ~ 'f(:t tQ 

be decided. A third ;;oo! of money wi:! QO 10 
, 

Slales that hav~ high ilJ~OeJ alisn and Native 

Amtrican populations. 

The fourth pool Of mcney is: a now so­

ca'led "insurance umbrella.· This represents the 
I 

l":ear1 01 Pie compromise reached by the 

GoVe:nCfI;, and-posslbiy dUB ,to the tentitlve 

nature of tne ccmp(omis--.Js ttl& IMS! c:ear, It is 
I 

supposed 10 providit states with exifa tund$ 

~n there is unanlicipated growth in cattaln 

.pulation$ Qv~Jifying: ler eovJf~O"L The,, 

umbrella fl,md covers OUllr"nteed' POcuia1!ons 

and o~mona! elderly :and disabled benef!claties. 

The funds are availt.ble to cover both 

gueranteetl and optional se~, for then 

beooI1ei4(~s. Optionafly covered ehildnm or 

families wilh incomes 8bo~ the guer4lnt(Oed 

elfgtbiliry income leve!s would nOI Qua.lity tor 

umbrella payments. Excludi!'\g children and 

famfHes above guaranteed e!i~tbt.1ity [evels Is 

troubHnt; when states have eXp€rienced much 01 

tMir enrollment growth in this category in recenl 

),eafG. 

tJ.8flY Questiol!S remain about the 

umbreUa funds: 

• INlH umbrella money be avalla~e for.$hlltes 

that experience unanticipated growth in inflation 

or an uMoticipated use of more .~;y ~rviee$? 

It not. the pressure 00 states to reduce $e(Vi~s 

wilt Increase. 

• Wi!! ul'nbrella lands he availabie if the state 

covers more high ccsl sefl!ors. for example. but 

fQWer thah antie:paled Icwer<o$( people, such 

'"' chrldrotl? If no~. the pressure on $\.e.oos to 

eliminate eligibility for hlgher-<:osl bth'tefirnaries 

wll1 Increase. 

• Will money be available if tMf3 stale wants to 

p(ovlde coverage to new optionel elderly and 

disabled coverage groups that ~ previously did 

not? 

,. Will money ~e evailab,le to CQ-nlr -extra people 

v.flo Quality because tl:--ey are unda; ~ M'W 

" OP1ional category Qf p£,41pltl WhQl;i8 income$: a~ 

below 275 percent of poverty? ,, 
• 	Will mles figure out ways to ~o.me· Ina 

system so that mote money floWS to them 


without the guarantee thbt bel1efklatl8S will 


get more or better services? 
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• S ROPOSAL FOR MEDICAID, , , 

• WAppropriate proYi$ions will be e$te:bli$'hed to 
I 

ensure thet ISte.les do oot hAve ac.cess to the 

umbrella tunds unless there is a demQ!'l$'IMble 
l 

need: Untillhis I4nQuage Is c:larifte::L end the 

unansWered au.Sliens are addre$$ed, it is 
I 

Impossible to delarmina how much and under 

what circlJmstene,s states can tap into lederal 

umbrella tunds, 
, 
Thete is no way If) determine: hOW much, 

leden:il savinos the Governors' proposal wilt 

produce. Dramatically dlftereM resulli iirs 

possible depending on hOW the delails 01 the 

rundir;Q mechanism are decfded, A. central 

Question is when and how een states chslm , 
fOOOfal conHibUliot'ls? rr,e plan coUld become e 

block ,Qumt with a sma:1 reii"y day contlngeney 

fund dss:gned to be u$eo en!, in unusual 

circurnSHu"lCelL Alternatively, i1: could reslIlt in e: 
, 

ftcw c: money to lhe stales that enables states 

to c<Wef siQnilicant increases in ttnroHment,• 
, 

State Sh.,.. I. R:.dUHd: The Go....mOfi· 

Ql'Oposal woula iower Ihe current cllling 01 50 

p'Hc.r.f lor a stal&'$ tl"ltilChi!'19 Dercentag.e to 40 

pOlc;em. TOday, S131es contrIbute between 22 

percent and SO percent of Meoicaid funding to 

draw flown their federal share. This change 

WOuld allow 25 states, inCluding such laJge 

staleS AS New Yo/1( anI!! Ca:florl1la. 10 reduce 

their slale fuMino tiy as muen as 20 percen!. 

Pre/Jrriilt~ry t:$timaru indicate that. If Q uuget pf 

$65 b!lfion If! federal saW/os IS reac:;h.d, the 

sUde m.rch cft8Jloe could resv/t in states 

withdrawinQ 4S much as $214 billion in stato 

MediCilJd fVf1dillQ avtV a seve~4t l>erfod. ; 

• 
Stat.. Determln. What Counts AJJ ".tel'n 

SlateS will alsQ nave unlimited fre.dom under, 
Ihis proposal to determine wht).t Cp:.mUi as their 

I 
matc:;ning dellars. Current restrictions on ~ro~e( , 
oonanons f.!'<O tues wlll be: repealed. Congress , 
I!l"!ected these restrictions after some lOtates: 

began 10 ·game" the system to minimize t,J(
I 

own contributions. In the late 1980s. scwetal 
Iistates ask:ed Medieaid providers to make 

.....OluAtaryS conlrihutioo$ 10 the slate; some I 
states imposed special taxes on providers. !, 
Counting this revenue towards tneir share Oli 
Medicaid Payments, stales drew greater federal 

matchIng payments. They then repaid the ta:!es 

or donations to Medicaid "roviders in the fO~ of , 
higher relmblJfSement:9. Stat~$ thus increased 

their federal Medicaid matching fuMs withOut 

spending any teal stete..generatad revel'lues.! 
This practice is now limited under ~ed.eral law. 

The flexibility to determine w;>'Jat countslas 

iheir match wi!: e"so allow states !Q US\l olher 
I 

federallulids !t1ey rece1ve as their match. !hIS 
I 

will mean that sUites may spend little 01 their,i 

own funding, bU1 divert federal dollars feceived 

through otflor programs !(om trair intended 

p:,IrpOi'IJ. 

Finally, statt'l$ (:Quld leQulre loee.1 

go¥ernment$ to ~ontrlblJte some or aU of the 

reQuited match, Several sl;jUe government 

QWoial$ nave already proposed Wb!ock granting·, 
their Medice.id e.nd/or welfare ~rogrems to I~&I 

I 
cpuntles. A Medicaid program run on e eounty­

by-county basis cre,t,s an eV6r'l grea:er I 
m..~lihOod of a ~rece to the txmom~ among I 
counties leartul 01 attracting per$Of'.S in tM : 

guaranteed cate~or!es who need costlier care. ,, 
CONCLUSION I 

The National Governors' Ai:sociation I 
pro-pout to l'ij$trll~lIre M",dicaid leaves manJ 

I 
unanswered Qu:estions. 8ecaus9 the propO$al ;$ 

I 
only an outline 0: broad ate&s 0' &lireement. h is 
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,en to vastly different Il'ittrt)retatiol'l$. Indeed. it 

has been characterileil by s~m. in Congress 8S 

very sImilar to the MediGrdnt block grant lhey 

PM$ed. Until there are more details. it will be 

impOssible to make a coml'le:rl usessm(tM of 

the potontlll impact. , 
Newftheless. 8. nvmbGr of Important 

conclusions can be drawn. SOfTIe people who 

arG now assured coverAge will lose that 

GU8fantee. Vital federa! consumer Protl!lcliQos 

related t<) Mtdiceid managed cere and t.ederal 

enlorcement of nurs:ng home wtandards would 

be lost under the GoVernors' proposal. And while 

proponents claim that the proposel contains a 

tca! gUlIorantee of coverage: 10 defined services: 

for spec!!j;; groups:, lhe reality tails £.hort. 

• 

A '"1 guarantee of eoverege mutt inch,.'de 

three important tlements: 

• The banefk$ package is m..nlngt.ul and 

tesporu;tve 10 medtear need.i; 

• SttMfltt are available alf yel! long, at'Id 

ben.fldaries eM afford them: and 

• i:lenbficiariet are able to enforce lhelr 

rights in federal court It a 61ate illegllHy 

denies them care. 

The Govemor$' proposal dQ'1i not meet 

this test. The pian does not Quarentee 

meaningful heal:!'! covert-g_ to anybody; it'lGtead, 

It ~ro...ldU assut6nce$ 1() GOVii/rtlOfS thaI tnily 

will ~ able to CUI ihelr slates' budgeta. 

• 
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• 	 ELIGIBILITY 

NGA Propo,al 

Coverage is "guaranteed" ror the following groups: 

• 	 Pregnant women to 133 percent of poverty, 
• 	 Children to age 610 133 percent ofpoverty. 
• 	 ChHdrc!1 age 6 through 12 to 100 percent of poverty. • 


'nl~ elderly who meet S5! income and resource standards. 

Persons ..vith disabilities - "disability" defined by the state. 


• 	 Medicare cost sharing for Qualified Medicare Beneficiaries (QMBs). 

• 	 Families who meet current AFDC income and resource standards; or, 
states may run a single ehgibility system for those who are eligible for "new welfare. h 

Coq;:ragc IS optional for the follo\\-ing groups: 

,. AII other current law mandatory and optionaJ groups, 

" Other ind~viduals or families as defined by the state but below 275 percent of poverty. 


• !\1ajor Concerns 

• 	 Medicaid will not be phased in for children age 13 to 18 under 100 percent of poverty (as is 
would oc~ur under current law) 

• 	 States can apply more limited definitions ofdisability than exist WIder current tederal Jaw 
• 	 Medicaid "guaranteed" coverage does not extend to an disabled and blind recipients of SSI 
• 	 States thai reduce welfare coverage can thereby sharply reduce Medicaid coverage 
• 	 Wel[arc~rclatcd coverage options remain unclear 
• 	 T:1Crc IS no requirement for Medicaid coverage for welfare recipients transitioning to work 
• 	 The 275% of poverty category would cover one-half of the total population of the United 

, States 

• 




• 	 BENEFITS 

NGA Proposal 

• 	 Complete state flexibility in amount, duration. and scope 
• 	 The follovrlng services are "guaranteed>l only for "guaranteed" populations: 

-lnpatientloutpatient hospital 
-Physician 
.prenatal care, 
~nursing facility services 
-home health care 
~family planning services and supplies 
-lab and x-ray 
-pediatric and family nurse practitioner 
-n~rse midwife services 
-EPSDT, with limitations on requirements for treatment 

• 	 All other ~crvices optional 
• 	 Broadened long term car? options 

• 
i\1:tjor Conr~rns: 


• 	 Complete flexibility in amount, duration, and scope means states could sharply limit the 
benefits recepits receive. Theoretically, amount, duration, and scope could be zero. 

• 	 It is not dear if current law Statewideness requirements will continue to exist. if 
stalcwidness does not continue to exist, a State could offer reduced benefits packages in 
certains parts of the state. 

• 	 It is not clear if current law Comparability requirements will continue to exist. If 
comparabilty does not exist. then states could reduce benefits for certain populations (such 
as HIV positive beneficiaries) 

• 	 Remains unclear how "Treatment" under EPSDT would be redefined. Could mean that 
children diagnosed with certain medical conditions may go untreated (under current law, 
children diagnosed with medical conditions must be treated), 

• 	 FQHClRHC services are removed from the list of current law mandatory sen'ices. There are 
no other specific provisions made such as the transition fUnding pool included in the 
Administration plan .. 

• 	 Status of Vaccine for Children Program remains unclear. , 
• 	 Nature of long term care option remains unclear 

• 




• 	 PRlVATE RIGHT OF ACTION 

NGA Proposal 

• 	 Basic d~sign is to prevent individual suits on benefits in federal court. 
• 	 Individuals must exhaust state administrative remedies before going to state COurt. 

• 	 lndivid~als and classes have right of action in ~ court only. 
• 	 After completion of state court action, can appeal to US Supreme Court. 
• 	 Secretory can bring action in federal court for indi ...'iduaIs not providers or health ptans. 
• 	 No private right of action for providers or health plans. ' 

Major Concerns 

• 	 :-10 fcdc:1l1 right of action means there is no guaranteed enforceable federal entitlement for 
individuals. 

• 	 Absence of federal interpretation could -create inconsistency across states. 
• 	 Slate courts have more limited remedies than federal cowts, 
• 	 Lack offcrleral enforcement by beneficiaries makes Medicaid tmique among federal. 

progmms ~- the only program with federal requirements and with no abiiity to enforce them 

• 
• Appear~ to allow for non-enforcement of civil rights laws. 

• 	 Provtdcr appear to lack any remedy if states do not pay for services rendered in good faith. 

• 




• 	 PRESERVING TITLE XIX 

NGA Propo,al 

• 	 Replaces Title XIX and rewrites Medicaid law under a new title of the Social Security Act 

I\hjor Concerns ., , 	 . 
Writing ~edicaid under a new title of the Socia! Security Act means that critical elements of 
currcntla';V may be lost. 

• 	 Eliminoting Title XIX could uuintentiaHy lead to massive changes in long-established ways 
of doing business -- which could lead to a Irage nwnber of unintended negative 
consequc~ces, 
Many issues -~cvcn those long settled - could be subject to contenious and costly new 
litigation (even if Congress expressed a general intent to continue certain parts of the current 
program). 
Current Medicaid statute provides important protections to States, providers. and 
benciiciaries that the NGA proposal addresses inadequately, or not at alL 

• 
• States will have greater difJiculty implementing Medicaid refoml Wlder a new Title. 

-- States could face delays in creating new implementing legislation. 

~~ Development and issuance of new regulations could reopen debate among 

competing interests at the state level, leading to further delays. 

-- Programs fonus, provider agreements, data systems, administrative systems and 

certification procedures would need more extensive re-examineation and revision. 


• 	
,. 
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• 	 FINANCING 

NGA Proposal f 

, 
, 	 Financing still depends on federal~stale rnatching~ 
• 	 Minimun federal share of the FMAP increased to 60%, state share no greater than 40%. 
• 	 Each state gets a maximum federa1 aHocation based on: 

Base allocation: 1993,1994 or 1995. with adjustments to correct for anomalies 
Growth: supposed to account for estimated changes in enrollment, plus an inflation factor 
Special grants (an federal): to certain states for illegal aliens and IHS and related facilities 
Insurance umbrella: additional funds for Slates to account for unanticipated enrollment 

--offeTs capitation payments for excessive enrollment of "guaranteed" groups and the 
the optional portion of the elderly and disabled groups 

~·nO[ available without demonstrable need: states must use other available 
funds first ' 

• 	 DSH funds included in base, no grovlth if more than 12% of total program expenditures 
• 	 Donations and taxes 'restrictions eliminated 

, 
l\bjor 	Concerns 

, 

Maximum fcdcml allocation = Block Grant with contingency fund. 
• 	 Federal funding increases in an uncapped program; federal role in program decreases. 
• 	 Base Calculations are complex and arbitrary. Le.: 

~~three year option will allow states to pick highest base year spending.• 
• 	

, 

~~adjustments for anomalies (criteria to be determined). 
--inclUSion orOSH in base creates inequity among states. 

• 	 Growth calculations are not described in detaiL 
~~hascd on estimated enrollment growth. not actual enrollment growth, 

• 	 Spcdal Grants to states lack adequate detaiL 
--service defmitions are unclear, e.g., "IHS~related facilities." 
--size of grants not specified (nether total grants nor per state grants). 
~-criteri3 for award also unclear, 

• 	 Insurance Umbrella raises question about total funding cap v, open cnded funding. 
~~ullneccssaril}' complex if purpose is to achieve per capita funding, 
~wdclinjtion for "usc up" availabJe funds still needed. 
-~ States could potentially game the systcn by underestimating growth to facilitate 
access to funds to unbrella funds. 

• 	 Scoring this proposal without additional details will be difficult. 

• 




INSURANCE UMBRELLA • 
"<GA Proposal t, 
• 	 The unbrt;Ua fund would make avialible to states additional funds to account for 

unanticipated enrollment increases, 
I 
, 

··offers capitation payments for excessive enrollment of'''guaranteed~' groups and the 
oplional portion of the elderly and disabled groups. 

-- funds not uvailuhle without demonstrable need; states must first use aU other available 
funds. 

~lajor Concerns 

• 
• The structure of the fund remains \mc1ear: is it a capped fund or is it open-ended? 

-- If the fund is capped, then the NGA proposal is still a block grant that will leave 
states at financial risk for enrollment increases due to economic rescessions or 
demographic changes, 

-- If the fund is open cnded. then there is liule control over federal Medicaid 
spending and the Administration '& balanced budget targets will be difficult to 
acheivc. 

I 
• 	 The fund i~ unnecessarily complex if its purpose is to achieve per capita funding limits. 
• 	 nl!;; techniqual details of how the fund would operate remrun unclear, 
• 	 Slates could potentaitly game the system by underestimating expected enrollment grov.rth to 

facilitate access to umbrella funds. 

• 




• 	 PROVIDER TAXES AND DONA nONS 

NGA Proposal, 

f Current restrictions on provider taxes and donations will be repealed, 
.. Current and pending state disputes with HHS over provider taxes would be discontinued. 

, 
Major Conccrn~ 

, 
• 	 Federal expenditures could rise substantially because there are no protections against states 

using recycling schemes to generate excessive federal matching dollars. 

.. 	 Real state expenditures could fait significantly due to the use of these recycling schemes, 

• 

• 




• 	 STATE FLEXIBILITY 

NGAProposal 

• 	 States can use "all available health care delivery systems" without HeFA waivers. 
• 	 States' have no limits on the number of beneficiaries coroUed in anyone network, 
• 	 The stale plan and plan amendment process will be streamlined. 
• 	 Federal intervention is pennitted only when a State fails to "comply substantially" with 

Federal law or its plan. 
.. HCFA dis,allowances are commensurate with the size of the violation. 

, 
Major Concerns', 

• 	 Beneficiaries enrolled in HMOs may have no choice of managed care pJans or doctors. 
• 	 The Federal government could have almost no ability to oversee States' use of a significant 

amount of federal funding" 
• 	 "l1lCrc arc no de:,ails on how the state amendment process will be streamlined. 
• 	 There are no clear protections to ensure plans have adequate capacity or quality. 

• 

• 




• 	 PROVIDER STANDARDS AND REIMBURSEMENT 

NGA Proposal 

• States have complete authority to set provider reimbursement rates (Boren Repealed). 

.. Cost based reimbursement for FQHCs and RHCs is phased~out over two years. 

.. States set their own provider qualifications standards. 

.. States may pay Medicaid rate for QMBs. 


!\1ajur Concerns 

• 	 There would be no supplememal funding to help FQHCs and RHCs transition away from 
cost based reimbursement. 
Irstates pay Medicaid rates for QMBs, then QMBs may be subject to balance billing to, 
make up any difference in payment rates. 

.. Hospitals:and other facilities might be subject to different standards and requirements for 
~1cdicare'and Medicaid. 

.. Necessary protections for Indian Health programs would be lost. 

• 

• 




• 	 NURSING HOME REFORMS 

NGA Proposal! 
,, 

• States are required to abide by the OBRA 1987 standards for nursing home refonn, 
• 	 States have the flexibility to decide how nursing home standards will be enforced. 

Major Ci)ntern~ 

The cntir9 set of )987 sUUldards may not be actually maintained" (The Conference 
Agreement was described as maintaining aU of these standards. hut in reality repeated 
severa! important ones). 

• 	 The proposal eliminates the Federal role in enforcing the standards, Federal enforcement is 
the key to llssu:ing consistent quality acroSS states. Without the OBRA 87 enforcement 
rules. there could be great variations in enforcement and quality,

I 	 . 

• 

• 



