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WELFARE AS AN ENTITLEMENT

-

QUESTION:

What is the Administration’s position on the welfare entitlement?

ANSWER:

»  This éfdminiszrazioﬁ supporis reforming welfare the right way, through a reform plan that is
strong ‘'on work and family responsibility, bul does not punish children.

» Our preference has always been a conditional entitfement - it is in.our own legislation, it
was in the Daschie bill which we endorsed, and it's still our preference,

» What we have to have is a 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. We also need to have protections for states and
poor families in case of recession, and we're pleased that the NGA proposal includes a
contingency fund for states, which when combined with adequate maintenance of effort will
ensure that states have the resources they need to require work and protect children,

> In addition, 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 determings when money is
available and when it is not.
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DIFFERENCE BETWEEN HEALTH AND WELFARE ENTITLEMENT

»

QUESTION:

Why does the' Administration defend 2 guarantee of health benefits for the poor, but drop its
insistence that welfare also remain an entitlement?

ANSWER:

[
Our preference has always been a conditional entitlerment - it is in our own legislation, it
was in.the Daschle bill which we endorsed, and it’s still our preference.

. _
What we have 1o have is basic safety net for children, That’s why protecting foster care
and child welfare programs 15 very important, and why we want o maintain a basic
nutritional safety net throvgh food stamps. We also need 1o have protections for staies and
poor families in case of recession, and we're pleased that the NGA proposal includes a
contingency fund for states, which when combined with adequate 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 fundamentally different programs, with vastly
different goals for reform.

Nearly everyone agrees that our welfare gystem is broken and must be fixed, Under
welfare reform, our primary goals are (o move people from welfare to work, promote
parental responsibility, and protect children. That’s why we've insisted at a mumimum on 3
contingency fund that will protect states and families in times of recession and a requirement
that states continue to invest in a work-oriented welfare system. Ensuring equitable
treatment, as in the NGA proposal, may be one way to ensure these fundamental
protections.
Medicaid, 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
containing costs and making sure states have flexibility in administration.  Our proposals
must be designed to mesa! those goals, while still guaranteeing health care coverage 1o the
most vulnerable among us.
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- VETO OF WELFARE CONFERENCE BILL

QUESTION;:

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

ANSWER: -

» The President is determined 1o enact national welfare reform this year, and he has
consistently urged Congress to send him a bipartisan bill that would get the job
done. Instead, Congress sent him extreme legislation that would have done little
to move peeple from welfare 1o work and made unnecessary culs to programs’
serving disabled, abused, and hungry children. The Administration will continue
to work with the governors and Congress to craft a bill that is tough on work and
responsibility and protects children. Remember too that this President has already
given 37 siates the flexibility to impose time limits, require work, and strengthen
child support enforcement -- that’s more than any President in history.

v e ——— ———
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WIY: ISN’T THE SENATE BILL GOOD ENOUGH?
|

QUESTI@NI‘.:

Why isn't‘.them:nate bill good enough for the President now when it was good enough last fall?

ANSWER: |

»

Last:fdBthe President welcomed the Senate welfare bill as a promising starting point- that,
with.ailfiional work, could lead to a true welfare reform bill. He noted that “despite the
progreswe’ve made, our work isn’t done yet...We'll be working hard to build on the

bipart‘n?fprogress we've made...”

Rather #ian building on the Senate effort, however, the welfare reform conferees took a step
backwnﬂ producing a bill that made deep and unnecessary cuts in assistance for disabled
children, legal immigrants and children at risk of abuse or neglect. The conference
agreemmt also eliminated the guarantee of medical coverage for families on welfare and
failed idgive States the resources they will need to move recipients into the workforce while

maintdixing the safety net for poor children.

The Pmident very much hopes that Congress takes this opportunity to build on the
Governors' proposal, in a bipartisan manner, to craft a welfare reform bill we can all

suppmfl.l
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ADMINISTRATION SUPPORT

QUESE[]m

{in his M‘m&a NGA, President Clinton seemed to imply that he would endorse this proposal
now thaadddiionl child care resources have been put in.  Would you recommend to the President
that he sign' it were passed by Congress?

ANSWER:

Presillt Clinton and I applaud the bipartisan work of the Governors in developing the
NGAggosal. Howsver, it's premature to make any recommendations at this point on the
NG paposal.  We still need to see the details of the proposal in order to evaluate whether
or motthrproposal meets the President’s requirements for real reform,

Weanraery pleased to see that the proposal calls for an additional $4 biflion in new federal
fmﬁz%aﬁiid care, that the contingency fund is increased by $1 billion and it includes a
faaﬁim trigzer, and that there is recognition that state eligibility criteria have 10 be
eqmt;ﬁl;md obiective. The propesal also makes the work requirements more feasible and
legs oty fOr states, creales a separate funding stream for the performance boous, permits
motheaswith pre-school age children to work part-time, encourages parental responsibility
thenughaen parent provisions and strong child support enforcement measures, and makes
the tfamily cap a state option,

f
Howewe, the NGA resolution still nceds improvement in several important areéas, The
Admiiization continues to have serious concerns about NGA provisions for child welfare,
fool swams, school Tunch, and child care healtth and safety smandards. We also have a
connzan dout the potential for states to withdraw substantial sums from programs serving

« Jow-imoee children and their families and changing the basis of the federal/state

partnemskp:  And we're concerned about protections for individual families from arbitrary
bureawskic actions, We'll continue to work with the governors and Congress to resolve
these dwses.and create a real, bipartisan welfare reform bill that gets the job done.

JREER———




| OVERALL GOALS

vama;s::

What docs the President want in 3 welfare reform bill?

#

ANSWER:

i. ‘ ,
> As ihg President has ¢learly stated, he wants welfare reform that requires work,
promotes parental responsibility, and protects children.

FOLLOW-UP QUESTION:

What exactly does that mean? Would the President veto a bill that block-grants 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; 3 performance
bontus 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 all of the tough child support
enforcement provisions proposed by the Admunistration last year. The NGA
proposal also eliminates the pusitive provisions in the Conference bill -~ such a3
the mandatory family cap. Building on the strengths of the NGA proposal, we'll
continue to work with the governors and Congress to get real, bipartisan welfare
reform enacted this year.

i
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STRENGTHS OF NGA PROPOSAL

»

QUESTION:

'I‘:he unanimous support the NGA proposal received from governors indicates that it must have
some positive value. What do you think are the principal sirengths of the NGA proposal?

ANSWER:

The primary strength of the NGA agreement is that is begins 10 address the resource needs of states
in implementing rigorous national reform. For example:

H ‘

The pr&pasai provides $4 billion in new federal money for child care.

The wark requirements are more feasible and fess costly ~- the number of hours required in
wark activities is reduced from 35 to 25 (from the Senate bill) and job readiness and job
search are included as work activities.

< ¢
The performance bonus is a separate funding stream rather than a set-aside from the block
grant, as in the Senate bill.

The contingency fund is increased by $1 billion and includes a trigger based on the number
of chilcliren recetving food stamps.,

NGA recognized to a limited degree the notion that state eligibility criteria should be
eguitable and objective,

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

The family cap s truly optional for states.




OBJECTIONS TO NGA PROPOSAL

o o e e

QUESTIONg.

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

%

ANSWER: |

i 2

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 substantial performance
bonus for states, an optional family cap for states, and protections for disabled children. In j
addition, it takes the Administration’s approach of requiring unmarried munor parents w live
at home and stay in school in order 1o receive assistance, and it containg all of the tough
Administration-backed child support enforcement provisions.

Hewever we are concerned about the effect of the NGA proposal on the federal-state
parsnersth in this area. The Administration continues to have serious concems about the

_ optional child welfare and food stamp block grants in the NGA proposal. In addition, the

proposal would also block grant administrative costs for school lunches. As we've said
from th(ﬁ start, real welfare reform must promote work and protect children, not be used as
a cover for budget cuts at the expense of our poorest children, .1t must also require
accountability of states, so we prefer the Senate hill's appreach 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.

| BACKGROUND:

| 1t is important that welfare reform maiotain a federal-state partnership. This partnership is severely |
i weakened by the NGA proposal,

Compared to current law, the NGA proposal allows states to dramatically reduce -- by
approximately $58 billion -- the resources it commits to poor families and children. 1t ends
the federal-state matching structure of welfare programs, which is how this partnership is

- maintained under cyrrent Jaw
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The NGA propas# does not provide adequate protections for children,

-

Ubha-the Senate bill, it allows states to transfer 30 percent of the cash assistance block
sgrandDr services other than assistance for ncedy families (e.g. the social services block
cgragy The transferability provision might force poor | famzixes 1o compete with other, more
wlmlly powerful constituencies for cash assistance block grant dollars,

lldn&thc Senate bill, the NGA proposal does not require states (o maintain 100 percent
obf ithii FY 1994 spending to draw down contingency fund dollars.

Hntitxevent of a national ¢conomic downturn, even a $2 billion contingency fund might be
ehhasted quite rapidly. During the last recession, for example, AFDC benefit payments
rosetdom $17.2 billion in 1989 to $21.9 billion in 1992 -~ $4.7 billion over 3 years. A
provion should be added 1o the bill allowing States to draw down maiching dollars during
amm@mal recession even if the $2 billion in the contingency fund had been expended.

Iiidams not require g State mateh or even a2 maintenance of the FY 1994 leve] of State
éffiaito draw down the new %4 billion pool of federal funding for child care.

Irliovs siates to establish a Food Stamp bloeck grant, effectively ending the federal-state
partarship for nufrition assistance. If many states took advamiage of this option, the
natioy’s amritional safety net could be seriously undermined.

Thewaintenance of effort standard is set at 75 percent, as opposed to 30 percent in the
Sengebill and 90 percent in the Breaux amendment supported by the Administration. In
additon, the definition of spending that counts toward the maintenance of effort standard is
tmt!smd ~ §tates can count spending on child welfare, juvenile justice, and other sources if
thq.r&ad previously drawn down Emergency Assistanice funds for such purposes.

’I’imm;ma} makes no provision for federal oversight of state plans or program audits
withix federal guidelines to ensure accountability for federal taxpayers.

The RGA proposal does not provide adequate protections for children. The proposal would
give siates the option 10 block grant foster care, adoption assistance, and independent living
assisnce which could jeopardize the guarantee of assistance for abused and neglected

children,.
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The proposal would not preserve medical assistance coverage for those currently
eligible, especially mothers (non-pregnant) and teenage children.

It does not include provisions protecting the health and safety of children in
child care.

The pi‘oposal provides no child care guarantees to individuals who are
participating in work or training programs or those who have left welfare for
work,

The pfcpasai does not guarantes individual protections, It explicitly ends the
individual entitlement 10 assistance.

The proposal neither supports por opposes the immigrant provision included in the
underlying Conference bill. '

Smm b M e b bbb e i s
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; MEDICAID LINK

QUESTION:

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

ANSWER:

v The governors” proposal would end the guaranteed Medicaid coverage for some poor
women and children now categorically eligible (i.¢. receiving assistance}. 1t 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 weifzre for work. These provisions are fundamentadly counterproductive, since
many poor women now choose welfare over work simiply because they or their children
need health care.  And they retreat on our commitment to health coverage for vulnerable
Americans,

H

> The Administration believes that providing poor families and children access to the health
care they need s oritical 1o successfully moving people from welfare 1o work., 'We support
the Senate bill's approach, which would maintain Medicaid coverage for poor families
making the transition to self-sufficiency.

BACKGROUND:

| , .
The NGA proposals could weaken the link between cash assistance and Medicaid,

» States would have 10 "guarantee” Medicaid, either by continuing the current AFDC rules for
Medicaid, or by providing Medicaid automatically to cash assistance recipients eligible
under the new AFDC rules,

» However, this "guarantee,” like all of the other eligibility “guarantess” in the NGA proposal
would beé neither a legally enforceable entitlement nor 2 promise of a specific and
meaningful package of benefits. Cash assistance recipients coizié find themselves with
maéeqzzaz& benefits and no aliernatives,
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BUDGETARY IMPACT

s

| A preliminaty gusstimate by CBO suggests that the NGA proposal would save about $40 billion
i?vef Seven YeREabout the same as the Administration’s most recent plan. Given that, whal is

standing in thewey of agreement on a welfare bill?
| ANSWER: .

» Welf2%.05rm is not, a5 you know, primarily a question of Federal budget savings. The

W ‘gﬁi;&ifm reform bill must be to help families move from welfare (o work while
Wit e safety net for poor children. The Adminisiration has a number of very
SCEOD foerns about the NGA proposal that are separate from the issue of the budgetary

E .
B is iemnr that welfare reform maintain 2 federal-state partnership, This partnership is |
severdy melencd by the NGA proposal.

Comi®ém current law, the NGA proposal allows states to dramatically reduce the
ISOURNE cominits to poor families and children. It ends the federal-state matching
ff‘mcmﬁekfm programs, which is how this partnership is maintained under current
m‘%am biti, it allows states to transfer 30 percent of the cash assistance block
Xavices other than assistance for needy families {e.g. the social services block
iﬁ‘m"‘-&musferabi}ity provision might force poor families to compete with other, more
W‘%warﬁll constituencies for cash assistance block grant dollars

mi%ﬁme bill, the NGA proposal does not require states to maintain 180 percent
v thisgy 1984 spending to draw down contingency fund dollars.

”’"Mpf & national economic downturn, even 2 52 billion contingency fund sught be
el mpidly. During the last recession, for example, AFDC benefit payments
’*ﬁﬁhvz billion in 1989 to $21.9 billion in 1992 .— $4.7 billton over 3 years. A
POViNpld be added to the bill allowing States to draw down matching dollars during
% ‘“%ﬁﬂ"wm if the $2 billion in the contingency fund had been expended,

*

m%quim-a State match or even a full maintenance of the FY 1994 level of
: draw down the new $4 billion pool of federal funding for child care,

i
”"a}'ﬁ‘gﬂ;ﬁc problems can be addressed in Congress in the same spint of
o W dfisplayed by the Governors.
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[ POVERTY IMPACT

The Adasgeion has produced estimates of the impact of House and Senate welfare bills on
povertyZrafdministration study last November found that the Senate welfare bill would push 1.2
million ﬁimt below the poverty line and the House welfare bill would push 2.1 million children

below Wty Iine. How many children would the NGA Proposal push into poverty? When
can the Adgistration provide such an answer?

ANSWER:

i .

> waiiinot be able to conduct this analysis until all of the details on the NGA proposal -
m@dy the legislative language ~ are provided. Producing an accurate analysis of the
cfmf the proposal on the rumber of children in poverty will take time, hut we would be
M_to work with OMB to develop a revised analysis as soon as sufficient details are
avaide:-

i

i
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= CONTINGENCY FUND

QUESTION:

The Gwmms proposal adds $1 billion to the contingency fund and makes it available to States

with rising food stamp caseloads, as well as those with high uncmployment Isn’t that enough?
What more could be needed?

ANSWER:

t

We are very pleased that the NGA proposal weuld add $1 hillion to the contingency fund |
and include a trigger based on food stamp receipt, which is preferable to the unemployment |
rate a8 a measure of economic need among low-income families. Both of these steps would
represent improvements 1o the contingency fund in the conference agreement,

i
The MisA proposal, unfortunately, would also eliminate the requirement that States meet
their $ull 1994 level of effort in order o be eligible for the contingency fund. This would
allow & Bate to draw down additional Federal dollars while actually reducing its own
conribition to the family assistance program.

We also Bave 10 consider whether the NGA agreement fully enables states to deal with a
natomilwonamic downturn, For example, during the Jast recession, benefit payments rose
froes $12.7 billion in 1989 to $21.9 billion in 1992 -- $4.7 billion over 3 years.

We oeetito-have a full bipartisan discussion involving the Administration, the Congress, and
the goverors to assess the potential demands on a contingency fund in various
coopnstaces.  None of us want 2 scenario in which states are forced to drop families from

the mllsdiring recessions, when need would be the greatest.
i

*
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‘ CHILD CARE FUNDING

QUESTION:

[
How much child care funding is enough?
1

ANSWER: |

> We are very pleased to see the NGA proposal build on the substantial progress made in the
Senate bill 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.
|

> 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.

> While 1thf:se 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 concerns about the changes in quality funding and health and safet; in this proposal,
given that so rzzazzy soore children {especially young children) Wzié be entering child care due za
welfare rcfefﬁ‘i?

|

ANSWER: |

> We were very pleased that the Senate bill passed last Séptember refained existing quality
protectlons for children in child care. Usnfortunately, the NGA proposal would climinate
these i}aszc health and safety provisions and would reduce the targeted funds for quality.

» These vxital wemuans were developed with the bipartisan support of the NGA in 1990, and |
enjoyed overwhelming support in the Congress. They are not federal standards, but basic
prmeczzons set by the states to provide for the prevention and control of infectious diseases
{znchzdmg immunizations), buillding and premises safety, and mimimum health and safety
training - for child care providers.

‘5

» The NGIA propesal also would reduce funds designated to improve the qualily of care,
States use thesg funds to conduct criminal background checks, frain providers, license
ﬁ programs, and provide consumer education to parents. The proposal undermings current
state efforts to improve child care services by drastically reducing the funds available for
this purpose.

e — e ——
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QUES'EIM‘~ .'

Dogs the N[i;lproposal require recipients to go to work? Dues it provide states with the resources
needed to mrecrplents from welfare to work?

»

»
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WORK PROGRAM

ANSWER:

ThelGgernors suggested a number of modifications o the work requirements in the welfare
reformionference agreement, including (1) counting those who have left welfare for
emploguent as participating for purposes of the work requirement; (2) reducing the required
hoursedi-participalion to 23 after 1999; (3} giving States the option of limiting the hours o
20 forgprents of children under 6; and (4) allowing job search and job readiness o count as
workggivities for up 1o 12 weeks {up from 4 weeks in the conference bill),

The Adfministration supports each of these recommendations,

Thewflet, however, of counting those who have left welfare for work (while Jeaving the
participion rates unchanged from the conference report) is te reduce the number of
recipiows:enrolled in work activities, relative to both the conference repon and the Senate
bill.

This pblem can be addressed by making relatively modest changes 10-the work
requitements in the proposal; we look forward to bipanisan discussions on this issue,

BACKGROUND:

We thirk publicly attacking the work program in the NGA proposal as “weak™ will lead the
dtzbmn the wrong direction. Our concerns about the relatively small number of recipients
in work activities (workfare and subsidized empioyment) can be better addressed through
consulttion with Republican staff.

e
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R CHILD WELFARE

Child whlfes: systems around the nation are a mess. The number of reports of abuse is rising.
The nusmbe of children in foster care is rising. The NGA proposal makes important changes by
reduciograditape and giving states the. flexibility they need to improve thelr systems. Why does
the Adminmkration continue to insist on maintaining the status quo ia this area?

ANSWER: :

> z"i%ixéi’{iministratim strongly supports the Senate bill's approach 1o maintain current services
dEisiarea. It is true that child welfare systems in the states are in trouble, but we are
wamemed the govemnors® proposal might not improve the system. There are several reasons

foranr concerns,

f ke Kiwsed and neglected children in need of foster care and adoption are one of our most
siitesrable populations. In light of this, we are very concerned about substantial changes in
theghild protection safety net at 4 time of dramatic change in the welfare and Medicaid
gystms, Under the governors’ proposal, it is unclear how the individual guarantee to foster
careand adoption assistance benefits would be maintained if states choose to convert funds
mwaeapped entitlement block grant.  States might have difficulty serving their children
whm%as&i&ads grow unexpectedly in a particular year but block grant levels remain fixed.

» Smé, the governors® proposal is silent concerning enforcement of national minimum
stangards now in place to protect children in the child welfare system. Weakening these
premeetions will oot help states solve the problems facing their child welfare systems,

v THird, the governors’ proposal may cost the federal government considerably more than
curment Jaw,  Under the optional capped entittement for adoption and foster care
mamtenance, states may be expected to choose whichever option would maximize the
Federal funds flowing to them. CBO's preliminary analysis indicated that this provision
could cost up to $2 billion,
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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
test innovative practices, and federal efforts to provide technical assistance to states and
conmmunities regarding what works in this field.
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ILLEGITIMACY AND TEEN PREGNANCY

H
H

QUESTION:

Some people claim that the NGA proposal would fail to 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 0 teen mothers just doesn’t make sense.  Qur 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 pareats, identify their child’s
father, finish high school, and work in order to become good role models and providers for
their children,

The governors’ proposal 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 flexibility, not less under welfare reform,
and th:at they shouldn't be constrained by conservative mandates,

H(}wei*er, the governors” proposal contains an "illegitimacy ratio,” which would give states
a financial incentive linked to abortion rates. While the Administration believes that we
myst reduce out-of-wedlock childbearing, we do not support the use of an "illegiumacy
razio.?; Welfare reform should not become entangled in the politics of abortion.
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SUPPLEMENTAL SECURITY INCOME

QUESTION:

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

ANSWER: L
» 1 would defer to my colleague, Dr. Shirley Chater, in this area. However, | will say that
we were pleased 10 see that the NGA proposal follows the Senate-passed biil for making the

changes|to 351 children, with one modification--an effective date of January 1, 1998 rather
than 1997,

» As you }cﬁ:}w,‘, the Administration, particalarly the Social Secunity Administration which
administers this program, is supportive of making changes in the SSI 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 have to date about the NGA proposal, we believe that these
principles are retained,

i ————— e e ——————ms—
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IMMIGRANTS

QUESTION:

What does the Administration pfan to do to cut back on the amount of welfare going 1o
immigrants?

ANSWER:

> We sirongly believe (hat gponsors mugt be responsible for those immigrants they agree to
sponsor, and that the curvent definition of which immigrants are eligible for the major
wekfze programs needs to be tightened.  We oppose arbitrary bans on eligibility.

» Thenrfore we have proposed to increase the sponsor deeming period under 881, AFDC, and
Foolt Stampe to untit the sponsored immigrant becomes a naturalized citizen, and to make
thefidavit of support signed by sponsors legally binding,

> Weailo have proposed to jimit immigrant ¢ligibility for 881, AFDC, Food Stamps and
Meifzatd to specific immigration statuses listed in statute, rather than base such eligibility

onde armently vague reference to immigrants “permanently residing in the U.S. under
ciiaref Be™—-or PRUCOL.,

v Thes poficies strike a reasonable balance between ensuring that legal immigrants are self-
suffaders, wiile maintaining family reunification as the foundation of our immigration

poligyand waking sure that legal immigrants who are truly in need are not left without a
feideal safety net. ’

r |

i
BACKGEE}INE:-

» Wcmiuscdéeming under Medicaid because: (1) there would be adverse public health
Jmpmss; ank (2) there is no practical way for sponsors to meet this obligation, because
indoadeitpalth insurance policies are often unavailable, and when available are usually
ana&;ﬁhk for all it the wealthiest individuals.

» Eppesdng dzeming and eligibility rules beyond the major welfare programs would reguire
sy, adiers, and other service providers to become immigration enforcement agents,
swhitfiee-qipose. It would alse impose disproportionaicly large administrative costs and

shurdsendiscretionary-funded programs (such as maternal and child health block grants,
theadxas, qublic health clinies, etc.)
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IMMIGRANT ELIGIBILITY

s N

QUESTaN: .

The Adwmistration's recommendations on tightening immigrant eligibility do not go far enough;
how muchBrther are you willing (o go to prevent the abuse of our welfare system by immigrants?

ANS‘%

>

TTheXdministration opposes any broad, categorical denial of public benefits to Jepa!
inpigrures, such as that proposed by the welfare bill vetoed by the President (HLR. 4).

% . .
Arle same time, we believe sponsors should be held responsible and we strongly endorse
extriding the deeming period for S8, AFDC, and Food Stamps and making the affidawit of

s;twft legally binding.

m&anonai Governors Association supported our approach in their October 10, 1995 letter
me conferces, stating that *Although we can support deeming requirements for some
Wms and changes to make the affidavit of support enforceable, we oppose federal
msetions on aid that shifts costs to states”™ (see attachment). The NGA’s most recent
pﬂliy]i*s neutral on the immigration provisions of H.R. 4.

Weare convinced that strengthening the deeming rules and making the affidavit of support
legifly binding--as we have proposed--is the right policy; it not only requires sponsors o
mes their responsibilities, but also ensures that legal immigrants who are truly in need are
nntft without a federal safety net.

Qur deeming proposal would also allow state and local programs of cash assistance to

- folbw ithe same deeming rules as the federal programs.  In the contest of secking additional

budpet savings, the Administration might be willing to consider other ways to realize this
goad, such as making the new deeming rules apply (o current recipients. The
Admmstz‘atwﬁ has never supporied such an approach because we do not think it s fair fo
apply n&w deeming rules to immigrants who have complied with all the current immigration
and program eligibility rules and are receiving assistance,

o

|
|



CUBAN/HAITIAN ENTRANTS

QUESTION:

t
What do you recommend doing about the eligibility of
Cuban/Haitlan entrants for federal benefits?

ANSWER:

»

The Administration has ccnszstently supported allowing
Cubanfﬁaztian entrants to remain eligible for federal
assigstance, and we continue to take that position.

As you may know, H.R. 4 would have denied federal
agsistance to Cuban/Haitlian entrants.

H
We believe that H.R. 4 would merely result in shifting
the costs of assistance for Cuban/Haltianp entrants from
the federal government to local governments and
communities.

b
Such a policy would essentially have the federal
government walk away from it's immigration
responszbzlztleﬁ, and we cannot suppart that.

BACKGROUND:

»

i
Gnderlaurrent law {known as “Fasaall;gtone,” Section 501
of the Refugee Education Assistance A¢ct of 19803, Cuban

and Haitian entrants are eligible for public benefits on
the same basis as refugees.

" T s ph—" T " B
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| CHILD SUPPORT ENFORCEMENT

QUESTION:

: i \

 There are studies that show that $48 billion in child support could

|he cellected from parents who do not live with their children. Yet
last year; the child support enforcement program only collected $11

*billlcn in child support. What should be done to ensure that all

| parents aappnrt their children?

‘ ANSW’ER:

» Since taking office, President Clinton has taken strong steps ¢o
improve ouy nation's child support enforcement system.

i > Thaa% efforts are working. The Clinton Administration has
coliected unprecedented amounts of child support. From
1952 to 1549%, collgotions grew by nearly 40 percent, In
1995, the federalestate child support enforcement systen
collected a racord $11 billion from non-custodial parents,
up from $8 billion in FY 1992. In addition, paternity R
estabklishment rose by more than 40 percent from 1392 to
1995.

E

> The XKSA proposal contains all of the Presidentts proposals
to further improve child support collections: streamlined
patesnity. establishment, employer reporting of new hires,
unifory interstate child support laws, compubterized
stetewide collections, and tough new penalties such as
driwer's license revocation.

- The tongh child support enforcement measures the President has
proposed would send a strong signal about the responsibility of
both parents to the children they bring into the world,
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NEED FOR FEDERAL PROTECTIONS

QUESTION:

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

ANSWER:

> It is true that most states accord bhasic 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 reguire
that state plans contain objective criteria that provide for ‘
fair .and eguitable treatment of all applicants and recipients.
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|
CONSTITUTIONAL DUE PROCESS PROTECTIONS

!

| -

Aren‘t Due Process protections assured by the Constitution? Wwhy do
we need to put more procedural reguirements intc the welfare statute?

ANSWER:

|
1
i

1

Yes, to a certain extent the Constitution does provide
safequards.

» However, with new legislation totally restructuring the
statutory underpinnings ¢f the welfare system, there may be
years of litigation bsfore the exact parameters of Due Process
protections under the Constitution are adeguately redefined and
universally recognized,

> Ohrjective criteria providing for fair and eguitable treatment
will be the cornerstone of protection againgst arbitrariness and
discrimination in individual cases.

i T
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MINIMUM REQUISITES OF A FAIR AND EQUITABLE PROGRAM

QUESTION:

What are tﬁe minimum requisites of a fair and equitable program?
ANSWER: 1‘ '

> Forem;st 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." 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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VWHY INCLUDE IN STATE PLAN REQUIREMENTS?

QUESTEN:

Why isiliimportant that these criteria be included as state plan
requirewnts?

ANSWER:,
}

> ‘rti%.the federal government's responsibility to assure some
AmﬁQQrmity, at least with regard to fundamental. protections,
‘thmughout the country. )

> Inaddition, to assure a better understanding of the policies

anfl procedures states choose to implement, plans should be
stitmitted in a standardized format, prescribed by the federal
gowErnment.

> The: federal government, ultimately, is funding a substantial

portion of these programs.

i

> Et s reasonable and prudent to design a system where the

feferal government maintains some oversight responsibility to
ensure that states' programs fulfill the purpose and goals
esmaﬁlished by Congress.

l
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. WHY PROCEDURAL PROTECTIONS ARE ESSENTIAL
_ |

QUESTIOI!SI*

What are the ultimate goals to be served hy a public assistance
proyranm, and why are procedural protections essential to fulfill such
goals?

ANSWER:

» Families must be permitted to live in dignity while seeking to
achieve the goal of independence and self-sufficiency.

> Recipients of welfare asre among our most disadvantaged and
defenseless citizens. They should not be further deprived of
their own humanity by being subiected to arbitrary and
ﬁiaagiminatory treatment.

> It ig fundamental to the overall achlievement of the purpose and
objectives of these new welfare proposals that assistance be
made avallabia 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 eguity 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 systens; we can ill-afford to neglect pur weakest
and most needy, and, especially, the very children who repragent
ouy {ature.
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BLOCK GRANTS AS A FUNDING MECHANISM

i .
: -

QUESTION:

i.<

As a funding mechanism, what are the dlsadvantages to block grants?
Can they be fixed?

ANSWER:

=

-

The Administration supports a funding mechanism that will not
put ahxldxan and states at risk down the road and that enables
states to succeed in moving people from welfare to work. For
axamples, one major concern about block grants is that during a
recession states may run out of money before the end of the
year. This means states would be forced to turn peeple away
from thely program or cut . back on their work programs. While
not as effective as the current state match structure in
vesponding to the nesds of states, combining block grants with
adeguate contingency fund provisions could somewhat alleviate
this, problem. However, the Administration has found that the
nost of the welfare proposals —— including the NGA proposal -~
do not have sufficient contingency fund provzsians As a
&ﬂult we hava rade several recommendations in this area.

Whlla the Administration supports proposals that significantly
increase state flexibility, we also want to ensure
accountability for achieving national geals. One problen with
the aurrent structure of the klock grants is that they contain
few prov1slcns that allow the federal government to understand
how the block grant dollars are spent and what is being
achlav&d This makes it difficult to be accountakhle to federal
and state tax payers. To ensure accountability for federal
funds, the Adninistration supports a provision which would
require a program specific audit within federal guidelines.

i
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RACE TO THE BOTTOM

e

QUESTION:

why don't ,you trust the states to do the right thing? Do you bhelieve
there will be a race to the bottom?

ANS“’ER‘

| 4

This;i& not a matter of trust. The Governors and State
Legislators are elected officialsg who all seek to best serve the
residente of their states. 1 am concsrned because this
legislation would create a funding mechanism that would provide
greater rewards for states who reduce wslfare spending, and
genaliae states who might otherwige increase benefits,

At the same time that welfare legislation would encourage states
to reduce benefits by changing the funding mechanisms, states
will*b& under extraordinary budgetary pressure from all
quartarsﬁ Public safety, education, medicz)l assistance, and tax
reforms are high priorities in states arocund the country.

|
|
|
|
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> $tata§ may reduce benaefits out of fear of becoming a welfare
magnat, even though most research concludes that welfare magnet
effects are minimal, if they exist at all. In fact, several
states, including Caixfarnza, connecticut, Illinois, and
Wisconsin, have already proposed two~tier benefit structures to
éat&r*immigratien into their states.

» In additlon to the impact on welfare spending that could ocour
gimply by shifting from the current federal/state partn&xship to
a block grant funding mechanism, the NGA plan would give states
substantial discretion to shift even the federal portion of
assistance out of gash assistance programg. We believe that
under the NGA plan, states could reduce thelr own spending on
welfare and welfare-to-work programs by up o $28 killion over
seven years. On top of that, they give states the option to
shift $30 billion of the federal funds intended for use on these
grogxams to spending on other social service programs. This $30
killion could be used to supplant current state spending on
social services, freeing up state dollars for any cother purpose,

such as education, prisons, roads, football stadiums, or tax
cutg. .
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Thelpdpn. AMdministration has stressed its record on granting
statep#fare reforn waivers. Why can't we just forget about
natPmgreforn and allow each state to design its own system?

K4
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NATIONAL REFORM VS. WAIVERS

WRe:are several important reasons for a federal role in
$@rn. First, there has been widespread agreement that
sups- in the ssx pragram need to be fixed., Likewise,
s8ge 1s a need for federal involvement in strengthening
swehild support enforcement system. There is a need to

en the immigrant provisions across programs -- from
é“wﬁzng deening reguirements to heolding sponsors more
saxntable for those immigrants they sponsor. Within
wpSccial Security Act there is a need to legislate nmore
g flexibility., And finally, we need to authorize
wigy: federal child care funding to move people from

wehre to work.

%
womree that tha federal government does not have the
afRers to every problem, and that states and lecalities
shptld: have the flexibility to design welfare reform
gritegies that respond to local circumstances. But
whil: we are committed to state flexibility in welfave
raitem, a federal/state partnership is important in the
folwing areas: achieving the national reform okjec-
tiws: of work, responsibility and accountability;
epptring funding stakility over time and protecting
states, and individuals against economic downturns; and
reserving basic protections for needy Americans and

their; ¢hildren.

|
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Several Républiaan governors have complained that the Clinton
Administration is holding up reform by refusing to grant
states walvers. How do you respond?

ANSWER: :

»

BACKGROUND:

»

The Clinton Administration has granted an unprecedented
numb&? of state walvers, under bhoth welfare and heath
care reform. In the last three years, welve approved &5
health care and welfare reform waivers; in contrast, the
previous Administration granted waivers to only 11 states
in four vears. Our racerd on state flexibility is
congistent and clear, and we're working hard with the
stata§ to approve these pending waiver requests.

]

+

L]

cur total of 65 waivers includes: 12 statewide Medicaid
waivers and 53 welfare reform demonstration projects in
37 states. In contrast, the previcus Administration
granted 11 total walivers in four vears: zero health care
waivers and only 11 welfare yeform walvers.

T —— L e
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STATUS OF PENDING WELFARE REFORM DEMONSTRATION

FLORIDA PROPOSAL

36

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 guestions resulting from a Federal review of the
proposal.

> We are waiting to hear back from the State.




STATUS OF PENDING WELFARE REFORM DEMONSTRATION

: ILLINOIS PROPOSAL

'

37

QUESTIDIN«i

What is the status of pending waiver request from Illinois?

ANSWER:

> HHS ﬁeceived Illinois' reguest for waivers to implement
the Six-Month Paternity Establishment demonstration on
July 18, 1995.
I

t ,
> We have had numercus conference calls with the State to
resolve issues. :

> We sent the State draft terms and conditions of apprnval
on february 13, 1996.

» We are waiting to hear back from the State.
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. STATUS OF PENDING WELFARE REFORM DEMONSTRATION
1
é IOWA PROPOSAL
QUESTION:
iiﬁhat is tﬁe status of pending walver request from Iowa?
i

ANSWER:|

» HHS recaivad Iowa's reguest for walivers to implement the
Famiiy Investment Plan demonstration on Decenber 14,

1988,

» HHS zs preparing & list of issues and guestions resultlng
from federal review of the application to send to the
State.

o _inne Lo T e T e —— st ‘:‘&W
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STATUS OF PENDING WELFARE REFORM DEMONSTRATION

KANSAS PROPOSAL
QUESTION:
What is the status of pending waiver reguest from Kansas?
ANSWER:
» HHS received Kansas' reguest for waivers to implement the

Actively Creating Tomorrow for Families Demonstration on
July 26, 1994.

)
HHS sent the Kansas Department of Social and
Rehabilitation Services (SRS} a list of issues and
gquestions September 19, 1994 which result from a federal
review of the application and initial discussions with
SRS.

We reached agreement with Kansas on draft terms and
conditions in April of 1994, but the State decided to
place their reguest on held at that tine,

!

Wwe stand ready to issue a prompt decision on their
application upon their reguest that we move forward.

3%
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| QUESTEN:

| What iisthe status of pending walver request from Oklahoma?

L
STATEOF PENDING WELFARE REFORM DEMONSTRATION
i OKLAHOMA PROPOSAL

40

ANSWHE::

» %iz«xsf received Oklahoma'ls request for walivers to implement
hhe Welfare Self-Sufficiency Initiative on October 27,
TR,

> B January 26, 19%6, we sent the State a list of issues

andl guestions resulting from a Federal review of the
prmposal.

» Ha Eare waiting teo hear back from the State.

S et
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STATUS ;()F PENDING WELFARE REFORM DEMONSTRATION

i TEXAS PROPOSAL

E
H

QUESTION:
What is t?e status of pending waiver request from Texas?

ANSWER:

> HHS received the Texas request for waivers to implement
the Achieving Change for Texans demonstration on October
6, 1895,

» On January 16, 1996, HHS sent Texas an analysis paper

discussing issues of concern to us and clarifications we
needed to better understand the State's proposal.

» Taxas responded 1o our issues paper with answers to our
guestions on February 1, 18%6 and we conductsd a
teleconference with State officials of the State on
February 21, 19%6 to discuss remaining lssues.

> Cur discusgions with State staff suggest that we should
be able to mutually resolve thess issuses and soon hegin
to develop draft terms and conditions,

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

41
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ST ATUS= OF PENDING WELFARE REFORM DEMONSTRATION
UTAH PROPOSAL

Sy

QUESTION:
What is the status of pending walver reguest from Utah?
ANSWER: ‘
> Utaé’s “Single Parent Employment Demonstration® (SPED)

was approved on January 31, 1895, .
» HHS 'recelved Utah's request for walvers to amend the SPED

project on February 7, 1%%6. <
> Thegappliaatién is currently under reviewv.

i
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FIVE-YEAR TIME LIMIT

QUESTION: ﬂ
1 understand that HHS estimates that & five-year time limit would deny assisiance 10 2.8
million children. Are you aware of this estimate? And if yes, how can you possibiy
support a five-year time Himit?

ANSWER:

» First, fet’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 assumptions about the current AFDC
caseload. That is a strictly numerical exercise, and the answer is approximaiely
2.8 million children, using the revised CBQ baseline. ({That is slightly fess than !!
our previously released estimaie of 3.3 million.)}

. However, that number probahly will not accurately reflect what would happen
when a five-year time limit is combined with other welfare referms, such as
inereased child care, a part-time work option for young mothers, and 2
l 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 -
inclhuding the Daschie bill, the Democratic alternative in the House of
Representatives, the Adnunistration’s bill, and the NGA proposal. Like a lot of
proposals, the devil’s in the details. We support combining a five-year time Limit
with other provisions designed to protect children, such as vouchers for children l
whose parents reach the time limit, and an adequate hardship exemption policy.

BACKGROUND:

You may aiso want 0 mention the importance of the EITC, as 2 way to keep the 7{}
percent of welfare recipients who now leave the rolls in Jess than two years off welfare
permanently. If pressed on protections for clildren, you may want to say more on the
importance of maintaining the child welfare sysiem,

:1



POTUS ACCEPTANCE OF SENATE WELFARE BILL

QUESTION:

Would the President accept the Senate welfare bill if Congress sent it to lim?

ANSWER:

As you know, Senator, the Senate bill was certainly 2 strong improvement over
the flawed House bill. 1t included many provisions that the Adminsstration called
for from the starl: personai responsibility contracts for recipients; requirements
that states continue to invest their own funds in a work-oriented welfare system;
and all of the tough ¢hild 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 t© teen 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 tha
children are protected po matier where they live,

But, the Administration wants to go forwards, not backwards on weifare reforny --
that means crafting a truly bipartisan welfare-reform bill that will end welfare as
we know it. The NGA resulution has made some improvements over the Senale
bill that we’re pleased with, particilarly in the areas of child care funding, the
performance bonus, the contingency fund, and provisions for fair and equitable
treatment of recipients, We're optimistic that it can be done.
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EXEMPTION FOR HARDSHIP CASES

QUESTION:
If even a 20 percent caseload exemption for hardship cases would deny assistance to 2.8
. million children, how can you support such a policy?

 ANSWER:

» 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 a disabled child. We bhelieve this is g better approach than exempting a set
percentage of the caseload.

» However, we are willing to work with Congress on developing an alternative
policy. 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,
This is also an area that could be amended by Congress in future years.




CHILD CARE -- STATE MATCH AND MOE

QUESTION: How does the NGA proposal address state maintenance of effort and u

matching fuads for child care? How will this inpact the adequacy of child care services?

ANSWER:

» The governors clearly recognized the importance of child care to the success of
welifare refarm, and we applaud thers for proposing 1o add $ 4 billion w© the
conference agreement in this crisical arga. However, we understand that the NGA
does not intend to apply to these additional funds the Senate and conference bill
requirements that states maintain 100 percent of their 1994 child care funding and
maich at FMAP if they are 1o receive new federal mandatory child care furds. As
a result, we are concerned that in the extreme instance 2 state may simply use
these additional federal funds to replace current state spending for child care -- |
rather than using the funds for the additional chid care services that will help
more families move from welfare to work,

» While additional child care resources are extremely important, we believe that
final welfare reform legislation should incorporate the child care maintenance of
effort and matching provisions contained in the Senate and conference bills,




HOW DOES CHILD PROTECTION BLOCK GRANT WORK?

QUESTION: How would the NGA’s proposed child protection block grant actually
work?

ANSWER:

» As you know, the NGA welfare reform proposal is a general one, and we 100
have many guestions about how 1t child protection provisions actually would
work. Would abused and neglected children be fully protected? Would children
who have been abused, neglected or abandoned remain fully entitded 1w foster
care or adoption assistance? Would states improve upon the less than satisfactory
manner in which they have administered child protection programs to date?
Would promising new prevention efforts be continued or would funds be
channeled to immediate crises?

. We simply do not helieve that we should 1ake risks with he lives and well-betng
of our mation’s most vainerable children at the same time that we are making
major changes in the welfare system.




OPTIONAL FOOD STAMP BLOCK GRANT
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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 dogsn’t run the Food Stamp program, and | would
defer to Secretary Glickruan to answer this question in greater detail. However, |
can state that the Administration is opposed to an opiional Food Stamp block grant

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

> The Administration agrees that we can and should find savings under food
stamps - and we have proposed $20.6 billion in savings under our seven-year
budget proposal,  But we believe that block-granting food stamps would do hitie
to reward work, and would simply make many poor children hungry.
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. CHILD SUPPORT SERVICES FOR NATIVE AMERICAN POPULATIONS
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QUESTION:

What is the Office of Child Support Enforcement doing to target the special needs of the
Native American populations needing child support serviceg?

ANSWER:

> The delivery of child support enforcement services under title IV-D of the Social
Security Act lies with the states and their local political instrumentatities,
However, on most Indian reservations the junsdiction of state law is hmited
constraining state attempts to provide child support services on Tribal lands,

» In response, the Office of Child Support Enforcement {OCSE) actively encourages
states and Tribes to cooperate in resolving jurisdictional barriers in order (0
address the tong-standing problem of inadequate support enforcement services for
Native Americans. Qur Regional Offices work with representatives of the states
and Tribes to design cooperastive agreements atmed at providing suppott services
. on Tribal lands and some progress can be reported.

» In 15594, 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 1o staff each office. The Navajo Nation
Council of the Navajo Natien shortly thereafier enacted a comprehensive child
suppurt enforcement Statute designed © conform 1o title 1V-D requirements,

> In addition, a staff position was been added o OCSE to function as a liaison
responsible for building 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,

P> While we believe that current authority to for cooperative arrangements between
states and federally-recognized Indian Tribes can work to ensure the support nghts
of Native American children are protected, we would be happy to work with the
Congress on this issue.
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MEDICAID SAVINGS PROPOSALS

1

The President’s Medicaid proposal would reform Medicaid rather than repeal it, guarantesing heaith and
lang-term care coverage for all Medicaid recipients. H will save an estimated $59 billion over seven
years in a responsibie way by limiting spending growth per beneficiary {a “per capiia cap”) and reducing
and retargeting Medicaid Disproportionate Share Hospital {DSH) payments o hospitals that serve large
numbers of Medicaid and uninsured patients. The plan also offers states considerably more flexibility o
design the payment and delivery systems.

. Per Capita Cap (538 billion): A per capita cap maintains the current matching structure but
limits the growth in Medicaid spending on 2 per person basis. Bach state’s limit would be
calculated based on 1995 spending per beneficiary by group (aged, disabled, adults and
children). The spending per beneficiary in the base vear would be multiplied by an “index™, (0
updaie the base-year spending for inflation. This index gverages 5.1 percent between 1895 and
200G, Beginning in 1987, the number of full-year equivaient beneficiaries in each state would be
muliiplied by the limit on the spending per beneficiary to determine the maximum amount of
spending that the Federal government will mawch. Medicare-reisted Medicaid spending, DSH
Pavments, and.certain administrative expenditures {e.g.. fraud and abuse control) would be
excluded from the imits,

i .

s Disproportienate Share Hospital Payments Chapges (net $29 billion): DSH payments would
be reduced and retargeted. The current (1995} Federal payments to states would be phased out,
with 2 2§ percent reduction in 1997, 50 percent reduction in 1998, and 75 percent reduction in
199G Three new programs would be crcatcd to benter target the funding.

o ‘I*a rgeted DSH Program: The current DSH program would be gradually replaced by a
mvn more targeted program, Funding from a fixed Federal poof would be allotted to
stares on the basis of their share of low-income days for eligible hospitals. This is
defined as the state’s percent of the nation’s inpatient days and outpatient visits for
uninsured and Medicaid patients. Stases woald still contribute to the program through
matching paswments (using the current matching rates). States would use the funds for
hospitals that serve a high number of uninsured and Medicaid patients, and would have
z?;e flexibility 1o cover additional hospitals that they deem needy.

o Undocumented Persons Pool: A $3.3 billion pool to help the 15 states with the largest
numbers of undocumented persons would be created. This 100 percent Federal pool
would be in offect from 1957 10 2001, and wounld be allocated 1o states in proportion (o
their share of the pation’s undocumented persons. It would be used by states for
egmfgmcy care for undocumented persons,

3 Federally Quslified Health Centers and Rural Health Clinics Pool: As pant of the
pmposcd changes to pmma{a‘ state flexibility, the mandate for states to pay Federally
Qualified Health Centers (FOHCs) and Rural Health Clinics (RHCs) on a cost basis
would be repealed. To eass the change in funding for these facilities, a program would
be created with $500 millton in Federal funds in cach year beginning in 1997,

o Transition Pook: For 1997 through 1999, $3.5 billion in Federal funds would be
available o ¢nable a smooth fransition to the reformed Medicaid program.

lemuary 28 e )
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Detailed Description of the Medicaid Financing Reform, January 26, 1996

PER CAPITA CAP:
Base Year‘; i

;
Excluded expenditures:

Groups:

Index:

|
|
I
!
i

;
1115 Waiver Treatment:

1995

DSH. Medicase premiums and cost sharing; certain adminiswative
expendinures (survey & certification; fraud and abuse); and Indian
Health program expenditures.

Full-year equivalent aged; disabled; children; adults (excluding
beneficiaries eligible only as Q?vﬂ?_:s or SEMBs)

Five-year historical average of nominal gross domestic product
growth per capia plus an additive factor 1o yield:

1996 6.5% +2.7%
1997 6.1% - +2.0%
1698 5.8% ‘ 4 1.5%
1998 5.1% + 1.0%
2000 . 4.5% +{.5%
2001 - 4.4% +§.5%
2007 4,5% +{.5%
Avg. £.1%

Included in the per capita cap. States that have implemented
demonstrations in 1993 have an option for how they would treat
their new eligibles; both aptions are budget neutral.

DISPROPORTIONATE SHARE REFORM:

|
Financing: :
Federal Pavment Limits:

Current {1995) Federai DSH payments are phased out by 2000, and

. anew DSH program is phased in by 2000, The transition occurs in

25 percent increments. This yields Federal payment Limits of;

Year: = EederalLimit:
1997 $9.3 billion
1998 $7.9 brlhon
1999 $6.4 billion
2000 $5.0 billion
2001 . $4.5 billion
2002 . $4.9 billion
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State Allotments:

Program Design:
Trausition Period:

Optional Program:

H

Eligible Providers:

Transition: Between 1997 and 1999, each state’s allotment, or
limit on Federal matching payients, would be the sum of the
phazed.out current payments and phased-in new allotment. In
1997, this amount is equal 10 75% of the FY 1995 Federal DSH
payments to the state pius 25% of the FY 2000 state allounent. In
1998, the amount is equal to 50% of the FY 1995 Federal DSH
payments to the state pius 50% of the FY 2000 state ailotment.
And in 1999, the amount is equal 1o 25% of the FY 1995 Federal
DSH payments and 75% of the FY 2000 suate allotment. By 2000,
the allotments is based solely on the aliomment formula of the new
DSH program.

New Frogram: In 2000 and subsequent years, the staes’
allotments will be based on their share of low-income patient davs
for a core 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

~ allptment is determined by multiplying the total Federal limit in

the year by the state’s proportion the nation’s low-income patient
davs.

Before fiscal year 2000, the current laws regarding DSH (with the
exception of the allotment structure) are continued. Beginning on
October 1, 1999, the new prograrm rules, descrived below, would
begin, However, states would have the option to implement the
new rules earlier.

Beginning in fiscal year 2000, the DSH program wouid be made
optional. States that choose w participaie could do so through the
current state plan amendment process and wonld have an
additional requirement to produce an annual report describing
which providers in their state received funds, and how much they
received. ‘

A *core provider™ is a hospital whose low~income utilization rate
exceeds 25%,; or a chuldren’s hospital whose low-income
utilization ratz exceeds 25% or whose Medicaid inpatient
utilization rate exceeds 20% or is | 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 low-income patients with special
needs.



Provider Payments:

POOLS:
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States must pay core providers and have the option of paying
additional providers that meet the standard described above.

Limits on meximum payments to facilities are retained, as are rules
about proportionality of payments.

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

1. UNDOCUMENTED POOL

i
Financing: |
i
|
i

State Alotmenty

Annusal Report;

A temporary pool for states with high numbers of undocumented
persons is created 1o pay for emergency health services. No state
matching payments would be required. Maximum Federal
spending is limited to the following amounts:

1997 5700 million
1998 $700 million
1999 $700 million
2000 $700 rullion
2008 §700 million
Total: $3.% hillion

The 15 states with the highest number of undocumented persons,
according to Immigration and Naturalization Service data (October
1992, are eligible. Each siate gets an alloument from the poot
according (o its share of the number of undocumented persons in
the 15 states.

States receiving the funds shall submit a report within 90 davs of
the end of the fiscal year that describes which providers received
how much funding ang other such information that assures that
services provided with this funding are consistent with current faw.

2. PCOL FOR FEDERALLY-QUALIFIED HEALTH CENTERS & RURAL HEALTH

CLINICS

Financing:

A pool for supplemental payments to federally-qualified health
centers (FQHCs) and rural health clinics (RHCs) is created.
Maximum Federal spending is limited to the following amounts:



Design:

3, TRANSITION POOL.:

Financing:

Pesign:
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|
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Year: Federal Limit:

1997 £300 million
1968 $3060 million
1568 $500 million
2000 $500 aullion -
2001 $500 million
2002 $500 mullion
Total: $£31.0 hillien

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

A pool for 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;

L1997 $1.5 billion
1998 $1.5 billion
1995 $500 million
Total: $3.5 billien

The Secretary of the Department of Health and Human Services
shall determnine eligibility, payment methodology and payment
allocation 1o qualifving states,



EXAMPLES OF FLEXIBILITY IN PRESIDENT CLINTON’S
PER CAPITA CAP MEDICAID PLAN

OVERVIEW
IMPLEMENTING MANAGED CARE
. Repeal of Reguirement for Federal Warvers for Managed Care
. Repeal of Managed Care Contracting Rules
. Elimination of Regoircment for Federal Review of 1HIMO Contracts over $100,0400
FLEXIBILITY IN PROGRAM PAYMENT
. Repeal of the Boren Amendment
» Flimination of Special Requirements for Obstetricians and Pediatriciany

’ Elimination uf Ru;mrcmcnt for Federal Waivers for Home and Community-Based Waivers
» Enabling States to Reguire Nominal Copayments for HMO Enrollees

JBILITY

v income Lev eisforinfntsmégaant Womaen
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Reforming Medicaid Eligibility Quality Control (MEQQ)

. Revise and Simplify Medicaid Management Information System Requirements
» Provider Qualifications for Obstetrictany and Pediatricians

. Elimination of Reguirements to Pay for Private Health Insurance

. Elimination of Personnel Requirements

. Elimination of Requirements for Cooperative Agreements

. Elimination of Requirements for Preadmission Screening and Asrual Resident Review (PASARR)
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EXAMPLES OF STATE FLEXIBILITY IN PRESIDENT CLINTON’S
PER CAPITA CAP MEDICAID PROPOSAL

REPEAL OF REQUIREMENT FOR FEDERAL WAIVERS FOR MANAGED CARE

Administration Proposal

The Adminisiration’s propasal would allow states 1o implement managed care programs without the need for Federal waivers. States
could implement mapaged care programs with a state plan amendmaend.

. 43 Siates with no longer need to apply for waivers or waiver renewals. These States have initiated 162 requests -- either initial
waivers or renewals -- over the last three vears,

. States can implement managed care by submitting state plar amendments.

.. This simplified process will save states the considerabte administrative burden associated with preparing freedont-of-choice
Walver requests.

Background:

Currently. states must apply for Federal waiver approval to implement Medicaid managed care programs, Waiver requests are
administratively burdensome and repetitive -- freedom-of-chotce 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
complexity of the program.  All but five states with freedom of choice waivers have more than one such watver, each of which
requires separate processing. HCFA's review and approvad process must be completed within 98 days; however, this time period may
be extended substantially if the State must provide additional information. See attached table for affecied states.
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FREEDOM OF CHOICE WAIVER ACTIVITY
f ‘ (1993-1996)
State - . 11313(b} Freedom of State 1915(b) Freedom of - Stage, 2/ ,{ '
S S | Choice Waivers Choice Watvees e
é | Aol 2 Rk a Narth Dakota 3
é Alaska Lowisians 3 Chhio 3
| Arironn B ladig 3 OkTahoms 1
Arkansss 5 Maryland 3 Oregon 3
Cakifornia [ Masgachusetts 3 Pennsylvania 7
Colorado 5 Michigan 5 Rhode Isiand
Connecticut 1 Minnesota 2 South Caraling 2
Detaware Mississippi 4 Souih Dakota 3
D.C 2 Missouri 4 Tennessee
Florida 4 Manlana 2 Tevas 7
Georgin 3 Nebraska 2 Uk 3
Hawali Nevada ; Yermont
o Idabw 2 New Hzmpséirc ) Virginia ) 3
HHinoig Hew Jersey N Washington 14
hndiana 2 New Moxico 3 Weat Wirginia 5
gfnwa ‘ 4 New York . Wiscossin 4
Kansas 2 Morth Caroline 5 Wyoming H
....................... = s =

The numabery indicated inelude apgroved and ponding new waivery, renewals, and modifications,
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REPEAL OF MANAGED CARE CONTRACTING RULES

Under the Admimstration proposal, States will be able to contract with Medicaid-only muanaged care plans, States will also be able to
enrell Medicaid beneficiaries into managed care plans for up to six months at a time. Some States = Hawaii and-Rhode [sland ==have—
developed demaonstration programs in order to implement managed care programs with these features,

. States will no longer need to apply for demonstration authority to receive waivers of these statatory provisions.
. States will be able to contract with a broader range of managed care entitics.
. Six-month lock-in provisions will attract more managed cure plans to contract with Medicaid programs,

Backeround

Currently, Medicaid managed care plans must maintain a commercial enroliment base of twenty-five percent. This requirement -- the
“75/25 rule™ -- prohibits States from contracting with Medicaid-only managed care plans, in addition, Medicaid beneficiaries must be
able to disenroll from most managed care plans on a month-to-month basis, thus disrupting enrollment stability.

If these provisions were repealed, the programmatic elements (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 weuld therefore still need walver authority 1o operate their demonstration programs.



~ Under the Administration’s proposal. states will no longer need 1o seck Sceretarial approval for HMO Contracts over $100,000.

ELIMINATION OF REQUIREMENT FOR FEDERAL REVIEW OF MO CONTRACTS OVER $100,000

Adminisiration Proposal:

4 [ — e pamrn  — by

» Al States with pre-paid managed care programs will avoid wnnecessary and duphceative Federal oversight of their contracting
and rate-setting procedures,

. This new flexibility will save states time and cffort,

Background: |

Currently, states must obtain HCFAs approval of all contracts with 1IMOs that exceed $100.000 in expenditures. This prior approval
requiremenl represents an unnecessury double-check on the state’s contracting and rate-setting procedures. HCF A approval generally
takes between two and forty-five days,

See attached chart for state-by-state contract numbers,
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FEDERAL APIPROVAL OF MANAGED CARE CONTRACTS
Annual Estimate
STATE "% | NUMBER OF STATE NUMBER OF OF |
_ . |conTRACTS | CONTRACTS CONTRACTS

Alabama « — —mm o~ 0 Kentuchy S R | T —— ] 11 . - 14 — -
Alaska 0 Lovisiang 0 Oklahoma 12
Arizona 7 Maine G (6-8 nexa year) Oregon 36
Arkansas 0 Maryland 6 Pennsylvania 9
California 16 Massachusetis Bl Puerto Rico 2
Colorado 7 Michigan 2 Rhode Island 5
Connecticul il Minnesola 9 South Carotina 0
Delaware 3 Mississippi ¢ South Dakota 0
D.C. 4 Missouri 6 Tennessce 12
Florida 30 Montana 2 Texas 1 (8 next year)
Georgia 0 Nebraska 7 Utah 5
Hawaii 5 Nevada 0 (4 next vear) VYermont 0
1daho " 0 New Hampshire 3 Virginia 10
inots 7 New Jersey 25 Washingion 30
Indiana 2 New Mexico 0 West Virginia (]
Iowa 8 MNew York 130 Wisconsin H
Kansas 6 North Carolina 1 Wyoming 0

North Dakota 0 ESTIMATED TOTAL 466
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II. FLEXIBILITY IN PROGRAM PAYMENT

REFPEAL OF THE BOREN AMENDMENT

Administration Proposal

The Boren Amendment will be repealed, and replaced with 2 process for notifving the public about facility rates. Thus, states can
establish hospital and nursing home payment rates without federal requirements.

* States will have flexibility o negotimie pavment raws with providers.

. States would no longer be required to subnit assurances of the sdeguary of their payment rates w HHS.
s States will no fonger face costly law suits from providers demanding higher payments.

Background:

Under current requirements, states are required 1o assure that payment rates for institutional facilities are reasonable and adequate 1o
mee! the costs that must be incurred by an efficiently and economically operaled facility,

Since 1984, plaintiffs have filed at least 173 cases alleging that States have failed to comply with the Boren Amendment. Under the
Administration’s proposal, these suits would not be possible,



ELIMINATION OF SPECIAL PAYMENT REQUIREMENTS FOR OBSTETRICIANS AND PEDIATRICIANS

Administration Proposal:

The current burdensome requirements for data (.()“LLl]()n to document that states are meeting special payment rate reqUIrements for
~ obstetricians and pediatricians will be repealed. e s - T T e e

. States will no longer have to collect and subinit data on payment rates for obstetrical and pediatric services.

. States will no longer have to submit state plan amendments for the Ob/Peds 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 sufficient to 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 fee-for service payment rates for ob/ped services;

. data on the average statcwide payment rates.

The data collection and analysis required to fultill these requirements involve. on average, at lcast 5 pcople in each state Medicaid
agency. In addition, staff from State licensing boards and provider offices are called upon to help states review 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.
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I, FLEXIBILITY IN PROGRAM BENEFITS

ELIMINATION OF REQUIRFMENT FOR FEDERAL WAIYVERS FOR BOME AND COMMUNITY BASED SERVICES
PROGRAMS : ) '

Administration Proposal:

Srates will be able to provide home and conmmity-based services (o their elderly and disabled Medicaid enrollees without the
administrptive burden of seeking Federal waivers,

. 49 Siates with a total 61 317 home and community-hased waiver programs will no longer need to obtain federal approval and
renewal authority. '

. States can provide tattored home and community-based services simply by submitting a state plan amendment.
. This simplification will save states approximately 6 months preparing new and renewal home and community-based waiver
requests, ¢ :

Background:

" Currently, states must apply for Federal waiver ag}?rtf}va%“"{@ provide home and community-based services iﬁmeiéeriy and disabled
Medicaid beneficiarics. Waiver requests are administratively burdensome and repetitive because initial waiver approvals only last
three years and must be renewed every five years, Btates spend approximately 180 hours to prepare each new and renewal home and
communitv-based waiver request and approximately forty hours preparing an amendment to approved waivers. All 49 states with
HORBS waivers have more than one such waiver, with separate processing requirements for each.

Ree attached chart for affected states.



HOME AND COMMUNITY-BASED WAIVER ACTIVIFY
{1993-19%6)

"""" >’§’§i§(€f§§{i}h&ﬁ AND. <. | sTATE 1915(C) HOME AND L
SR QM MWETY«-HA ED -1 - e 4 COM MUNITY B{\ “;FTJ
I £ ﬁﬁ%\? L5 [WAIVERERS, 5 o T - ~hd L LWAIVERS

Atabarna iz Kentuchy 4 MNorth Dakow 4
Alasha $x Louisinm i {thin i3
Arizona hising 12 Uhlahoma g
Arkansas 1) Maniand 8 Cregon 2
Coliforniy 1 hassachusents 3 ’ Pennsylvania 14
Colurala 18 Mighigan 12 Riponde bl 4
Conneeticut 7 Minnesotz 17 South Carclina 3
el 7 Sissixsippi 6 South Dobots 2
B Missoun i Tennessee 15
Flonds i7 doniua 5 Toxas 2
Georgia 7 Nebraska 12 Lhah 7
Hawaii 4 Mevada q Yermont 1
tdaho 4 New Hampshire 7 Virginia 7
EHinois £3 Muw Fersey ig Washinpton i5

E Indiana 24 Mew Mlexico 4 Wast Virginia 3
fown ‘ 23 New York 5 Wisconsin 16
Kansas 7 North Carolina i3 Wyoming g
TOTAL 7y

e numbers indiested inchle approved and pending bew waivers, renenals, and mndifications.

1



ENABLING STATES TO REQUIRE HEALTH MAINTENANCE ORGANIZATION ENKGLLE&S 10O MAKI« NOMINAL
COPAYMENTS

Administration Proposal:

are mmiieﬁ in HMOs to the extent 1}“;31 wpaymems could be !mpose{i if the beneﬁcsar} were not enrolled in an HMO. For cxample,
states could not require children to make copayments, nor charge copayments for pregnancy-related services or emergency services.

o States and health plans would have the flexibility to control unnecessary utilization berter,

0 States counld reduce their capitation payments based on plans® anticipated copayment revenues, and

) Mans would still be required to provide services, regardless ol enrollees” ability to make » copayment,
Background:

Currently, states cannot require eategorically-cligible Medicaid beneficiaries who enroll in HMOs 1o make any type of cost-sharing

payment, including copayments. This restriction prohibits States and Medicaid-contracting health plans from using all available tools
to control unnecessary utilization of and payment for services. States currently have the ability to impose nominal ce;mymeﬁis inthe
fee-for-service portion of the Medicaid program. S : - - - - -

H
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V. FLEXIBILITY IN PROGRAM ELIGIBILITY

INCOME LEVEL FOR INFANTS AND PREGNANT WOMEN

- I — moMmm e mm G 4 aH W e o W W R o e e o - e w - " s e e mmo— - T v

Administeaticn Proposal:

The 33 Siates that choose to cover pregnant women and infants above the minimun 133% of the Federal Poverty Level {(FPLY will be
given the option to lower this income eligibiliny threshold back to the minimum level, Currently. once a State chooses 10 expand
Medicaid coverage o include populations at an income fove] above 133% PPL. they wre prolubited from lowering the income
threshold back to 133% FPL.

Background

States that used a percentage of poverty for eligibility level for pregnant women and infants that was above the minimusn percentage
required before OBRA 89 are currently prohibited from reducing that percentage.

The attached chart shows the 33 states that could teke advantage of this provision today.



ENCOME AND ELIGIBELITY LEVELS: INFANTS AND PREGNANT WOMENR

The 33 Hhghfiphied sees vould he mbsaniuge of this provigion

STAYE ) PLURGENE OF POVERTY | SIARE PERUENUOF POVERIY | STATE PERCENT OF

POVERTY
Alabama 13} Marih Pbon 133
Albaska 133 Lubstan €Fhin

PR L .
{Okiskbana

T i iR

sAFizona’

MLBY 2 Wik

FRophtapie:

AR S
Arkansas i33 ﬁ’gﬁﬁgﬁﬁ&&%& Owmgon

N
“Pedndylvania

ST TR, Sy SRR i BaARE IR, v 7
2007 T T thuset

Thg A E R
C:aiafam:?%%

Colorado 133

Hhode Ishnd

2R M R
iraevsiz 0SB

o e, i et LY L

i:w ot v B e b

e N
i Mississippi
T g
1 NSt onT:

Florida: Muontans
{ivurgia Nebragka 1503 Uitnh 133

_g.':;-::i%ﬂ%\:\m

New Ha

4

West Yiegini

S\ s

+ Staes with effective incame levels above the nominal statutory masimum use the sutherity in scetion 19022} 1o disregard higher than

usunl gmeuals of ncome.
**  States using higher income level as part of demonstration under section 1113,

e
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V. FLEXIBILITY IN STATE ADMINISTRATION

REFORMING MEDICAID ELIGIBILITY QUALITY CONTROL (MEQC)

Administration Proposal:

The Administration’s proposal reduces the complex accounting and individualized cost accounting currently required under MEQC,
by requiring that states address only the numbers of ineligibles and the average cost per ineligible in the appropniate group.

0 Detatls of spending on each ineligible case will not have to be documented. and
o Disaltowances 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 {ew States have excessive error rates (the national
average has hovered around 2 percent for several vears). all states are currently required to go through the entire determination,
adjudication, cost accounting process every six months.

Background:

Federal matching funds are disatlowed 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 of 3 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 AND SIMPLIFY MEDMCAID MANAGEMENT INFORMATION SYSTENM (MMIS) REQUIREMENTS

Administeaton proposal:

- States would-have new-flexibility to desipn. structure. and operate there Medicnd Management Information Systems within genera

federal paramcters rather being required to comply with the detatled systems design requirements and planning documentation
requirements in effect woday.

. Al states will be able 10 aperate MMIS systems that are more wilored to State circumstances and thus more cost-effective,

» The Sceretary will retain approprinte oversight authority and the ability to enforce general Federal parameters, but the Stotes
will not be hamstrung by a Medicaid equivalent of “mandatory sentencing.”

. Because current financial penaliics for non-compliance will be repealed, HCFA's on-sile reviews of Swate MMIS systems
would be fess frequent and less intrusive. States would no longer need to dedicate several staff members to month-long
preparations for these reviews,

Background:

Currently, as a requirement for federal administrative matching, all States must operate a Medicaid Management [nformation System
that meets highly detailed Federal requirements. Compliance is continuously and rigorously monitored. Non-compliance resulis in
financial penalties, which are elaborated in considerable statutory detail,



PROVIDER QUALIFICATIONS FOR OBSTETRICIANS AND PEDIATRICIANS

Administration 'roposal:

The administration proposal would eliminate the detaited minimum provider qlmiltlcatlons that specify requirements that must be met
- —- —by-physicians-serving pregnant women and children. - - s m e ms e

The requirements that would be chiminated are difficult for practitioners in large urban and underserved rural states to meet. This
proposal would make state hicensure requirements the enly qualification requirements practitioners serving pregnant women and
children would have to meet.

Background:

Section 1903(I) 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 certtfied by the Secretary as qualified to provide physicians’ services to pregnant women.

Implications of the current policy are significant.

-- New York estimated that only 1/3 of its phvsician provider population would rematin 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 are not board certified.
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o ELIRHNATION OF REQUIREMENTS TO PAY FOR PRIVATE HEALTHHINSURANCE

Administration proposal:

P e ——— e e e e - — e e o o m e m ek

The current Federal requirements in this area would be repealed. States will have the option o purchase health insurance for their
Medicaid population under flexible terms of negotiation with insurers. States will be free (0 negotinie benefit packages. premiums,
and cost sharing rates {deduchble and co-payments). Sates would continue 1o have the option to continue such “buy-out” kinds of
programs - partivularly cost-cffective “buy.out” arrangements.

Backgreund:

Currently, states must pay premiums and all other cost-sharing obligations for a private insurance plan for Medicaid cligibles when
this strategy provides cost-effective coverage.

Free of federai restrictions, stales should be able to do s better job of restraining costs by moving people into private insurance, This is
because Federal requirements require states to consider gll cost-sharing related 1o privale insurance. Because private plan deduntibles
and coinsurance amounts typically exceed the Medicaid rate for the same services, this requirement restricts the number of cases
where g “buy-cut” would be cost-effective, Also, the requirement is vintually impossible for states to administer since every plan may
has different payment rules.

17



ELIMINATION OF PERSONNEL REQUIREMENTS i e e e e e

Administration nroposal

T Prescriptive Federal persennelstandards and requirements thatcurrenthy muost Be /ey BV SEIE8 Wonld be replaced with a siiple
requiremnent that states provide methods of administration which are necessary {or the proper and elficient operation of the plan. The
detailed state plan requitements and docomentation currently required would be eliminated.

Backgroand:

Federal statute and regulanons mandate in some detai} that states must provide methods of administration for the establishment and
maintenance of merit system-based personnel standards, and states must use professional medical personnel for administration and
supervision. Many of these federal requirements are duplicative of state requirements and processes. States are required te provide
considerable documentation for this portion of their state plan.

1§
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~The current requirements for entering into cooperative agreements-with numerous other state agencies would be repealed. " Also™ ™ -~~~
repealed would be any requirements that states provide documentation, as a part of their state plan, that the agreements are in place and
current.

The repeal of these requirements would alleviate considerable administrative burden for states, and would allow flexibility to pursue
management of Medicaid withing the circumstances within cach state’s administrative practices and circumstances,

+

Background:

Section 1902(a) requires that a State Plan must "provide for enteriag into cooperative arrangements” with other State agencies. Some
States have mterpreted this to mean they must subnut stade plan amendments with the actual agreements every time an agreement is
extublished or thore is a change o an existing agreoment. The requiremient, bowever, is for states only to indicate in their Swate plan
that agreements exist and identify which agencies the agreements are with. States are not required 10 subsmit the aciual agreements,

s



ELIMINATION OF REQUIREMENTS FOR PREADMISSION SCREENING AND ANNUAL RESIDENT REVIEW - - -
(PASARR)

Administration nroposal;

Replace the requirement for an annual resident review for all residents, with a requirement that States conduct an annual resident
review on an exception basis, Linder the Administration proposal. reviews would be conducted only when the NF resident assessment
indicates a significant change in the physieal or mental condition ol the resident,

Ths would provide considerable administrative Hlexibiliy lo focus scarce resources on those residents whose condition indicales there
is a need for additional intervention and assessment, This proposal relicves the states of burdensome, costly, annual reviews of every
resident which duplicate, in large part, the reguired evaluations and add linde value 10 meeting the aceds of residents.

Background:

States are required to perreform resident assessments prompily after admission, after a significant change in physical or mental
condition ard no less often than annually thereafier for all memtally retarded or mentally Hl individuals residing in facilities.

Although each state administers their reviews differently. the stale of Washington can be lpoked 10 as a case example. In 1991,
Washington conducted 400 annual resident reviews st o cost of $750,000.  Under the administration’s proposal, the State of
Washington's burden would be reduced significantly because duplicative reviews would be eliminated. However, the actual reduction
cannot be quantified.
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MEDICAID STATE FLEXIBILITY

o b Wb B Hhoh A

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 uncontroliable events. Finally, the level of savings
proposed by the alternative is substantially less than a third of what the Repubhcans are seeking.
Thus, States would have the flexibility 1o taslor their Medicaid programs to meet local needs
without the substantial funding losses and financial risks inherent in the Republican block grant
proposals,

The State flexibility of the alternative plan is illustrated by the fact that many of the Medicaid
flexibility proposals requested by the States over the past several years are 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 in January 1995,

Prowvisions i the alternative plan should be considered preliminary,

January 31, 1996°
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Flexibility Proposals Contained in the Alternative Medicaid Proposal

NGA Medicaid Proposals

Alternative Proposal

Structure: ,:

o Impose no unilateral caps for federal
1 spending on Medicaid entitiement.

Addressed. In contrast 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.
Disproportionate share payments {(DSH)
would be reduced and restructured. Entities

| eligible for DSH payments would be expanded

to inchide FQHCs, RHCs and other outpatient
providers,

The alternative propesal would also include
new payments to a number of States with high
numbers of undocumented immigrants and
high levels of uncompensated care.

Eligibility:

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

I
{
!
1

Addressed, To allow for eligibility
simplification and eligibility expansion, States
would have the option of covering mdividuals
up 1o 150 percent of poverty, as long as the
expansion is “budget neutral” Current
coverage would be maintained,

o Allow States that have expanded coverage
for pregnant women and infant beyond the
mandatory level to reduce income eligibility to
as low as the mandatory level. (NGA ‘9D

In'cluded

o Allow states 1o pay Medicaid rates for those
services provided to recipients for whom the
state has purchased cost-effective group

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

health insurance. {NGA "¢1)

¥

i
I

January 31, 1996
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Provider Paymeni:

o Give states greater leeway in containing the
cost of hospital and long-term care through

i the Boren Amendment. (NGA ‘93, NGA

95} .

Addressed. Boren amendment is repealed for
hospitals and nursing homes

o Promote cost control and efficiency -~ e,
encourage states 10 continue innovations in
provider payment methods, (NGA '95)

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

o Allow greater flexibility in imposing
beneficiary co-payments. (NGA 933

Addressed. Allows States 10 establish
nominal co-payments for HMO enrollees.

o Provider Qaaiiﬁcatiezzﬁ

%

gualifications for physicians who serve

pregnant women and children. (NGA

‘93y

. Repeal the annual reporting
requirements for OB and pediatric

8 Repeal provision establishing minimum

included.

Included.

care, (NGA “93)

T

-Benefits:

.o States should have the ability to turn home
and community baged waivers into permanent
state plan amendments once the waiver has
been proven effective. (NGA 93, NGA *95)

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

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

Affirms current law that personal care services
can be delivered by providers other than home
heaith agencies.

i
H

|
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Delivery Systems:
H

H

o Allow states greater flexability to establish
managed care networks:

Addressed. States may implement managed
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 of choice waiver
Process.
{NGA "93, NGA *95)

. Eliminate the 75/25 rule for capitated
health plans participating in the
Medicaid program (NGA ‘93, NGA
95y

i
H

. Uinder a freedom of choice waiver,
permil states 1o restrict Medicaid
recipients i a rural area to a single
HMO if there is only one HMO
available. (NGA '93)

Included.

Included.

Included.

o Once a state has demonstrated through the
waiver process that the program is effective
and efficient, other states should have the
opporiunity 1o make that program a part of
their state plan 4s an optional services without
having 10 submit a waiver {NGA *93)

Addressed. Managed care and home and
community-based care no longer require
Walvers,

uality: j

£

$
o OBRA ‘87 Nursing home reform
modifications:

Addressed.

o Eliminate restrictions on training sites
for nurse ades. {NGA '93)

®  Eliminate PASARR. (NGA ‘93, NGA
‘95)

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

Eliminates duplicaiive annual resident
assessmient under PASARR. Retains pre-
admission screening.

Janvary 31, 1996,
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o OBRA ‘87 enforcement: the determination
of deficiencies require a form of scope and
severity index (o assure that hmited state
resources are directed 1o the enforcement of
the most egregious deficiencies {(NGA *93) .

Affirms current law to allow the targeting of
siate enforcement resources.

Adminisirative:

]
4

o Technical disalfowances -- prohibit Federal
disallowances for “technical” issues that do no
harm to beneficiaries. {NGA 93, NGA *95)

i

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.

v e e e b s
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1995 ~:i9% CHRONOLOGY OQF OFFERS ON MEDICAID
i

: :
The following is 3 chronology of offers within the past year which have been submitied by the

White House, Congress, and the National Governors’ Association for funding Medicaid.
i ;
Octobey of 1995

- Republicans submitted the Medigrant Initiative designed to save $187 billion (block
f’ grant). :
!

October of 1998

- Coalition Bill designed to save approxamately $85 Billion {per capita).

-

;

) _ I
Kovember of 1998

' . Conference Agresment which was scored at $182 Billion and
repnced at $133 Billion (block grant).

t

December of Z§9S

, - President Clinton ‘s Balanced Budget included 2 Medicaid proposal designed 1o
save $54 Billion (per capita), _

February of 1996

~ Medigrant It designed to save $85 Billion {(block grant},

February of 2996

- National Governors’ Association passed a resolution which included & Hybrid Block
Grant/Per Capita proposal. Savings to be determined.



11/17/68
Issues Summary
“Medicaid Transformation Act of 1995
Conference Agreement
November 1995

-

OVERYIEW

Repeals Title XX and replaces it with Title XX, “Medigrant Program for Low-Income
Individuals and Families”

ELIGIBILITY
: ! -

fLargely the samie as the Senate version, although States may define disability for purposes of

mandatary coverage.]

F

$  Individual entitiement would be eliminated. Current Medicard enrollees «- including

| children, the elderly, individuals with disabilities and dually-eligible Medicare
bereficiaries -- could, at a State’s option, lose ehigibility for certain Medicaid-covered
SETVICes. |

»  States are required to cover pregnant women, children age 12 and under, and the

disabled (as defined by the State) with incoine below the poverty level. However, other

provisions in the bill undermine this guaraniee. States can vary coverage across

geographic areas and can vary duration and scope of services across enroliees. Enrollees

have no guarantee of any particular service or any level of covered services.
¢ Current spousal impoverishment protections are retained.

¢ Individuals would not be able 1o sue a State in Federal cour: for the State’s failare 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
indrvidual rights within thig bill - are effectively nullified. Only the Federal government
could atiempt to enforce these statutory provisions through an administrative compliance
process.

#  Current restrictions on hens and estate recovernies are eliminated.

¢ States could not deny coverage of services based on a pre-existing condition.
4 States cannot require an adult child whoge income is below the State median income level 1o
contribute to the cost of nursing home care for a parent.

¢' States may cover individuals with incomes below 275 percent of poverty. [Midpoint between
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- House and Senate ]

SERVICES
[Lm;geiy similar to both the House and Senate.]
* Required sa;vices -- gven for hospital or physician services -- would be eliminated.
v }mmumzazzan services andd pre-pregnancy family planning services would remain as the

only reqwred services in this bill. However, the VFC program would be repealed,
causing tmmunization costs 10 morease. {Same as Senate ]

!

H
¢ Comparability of services between eligibility groups and geographic regions within
. States would be elimmated. No standard services {e.g., current mandatory services)
* would be reqatred to be covered in cvery State,

#+ ' States would be able to vary duration and scope of services {rom enroliee 1o enrollee.
Therefore, {:quitabie coverage for eligible beneficiaries would not be assured. States would
be able to discriminate agatnst certain enrcllees {e.g., due 1o age, sex, or race) by providing
E different Iexkels of coverage for the same service.

¢ The requtrement for Early, Periodic, Screening, Diagnosis ané Treatment (EPSZ}T} of
children would be eliminated.

4  Abortion services would be limited 10 situations involving rape, incest, and protecting the life
of the mother,

|

r
3

PAYMENT TOQ STATES - ALLOCATION FORMULA

[Similar methodology to both House and Senate provisions, but with significant differences. ]
¢ . Savings total approxitately $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 obligation allotments would be slightly higher than the actual amount of Federal

funds States can draw down -- the outlay allotment. The rationale for this provision may
3 be that States often incur greater costs than they are able to draw down Federal matching
: payms]:ms in a given fiscal year,

1

#:  Nospecial ?treatment for disproportionate.share hospitals (DSH}. DSH payments are included

:
i
!
I
:
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CONFERENCE AGRLEMI'NT 3 MEDICAHD ISSUES

, in the base.

|

» All States” outlay allotments would be adjusted (using a scalar factor) so that the total does

" not exceed the available pool of Federal funds, The pool of Federal funds would be $96.4
biilion in 1996, $103.2 billion in 1997, $107.9 billion in 1998, $112.6 billton in 1999,

- $117.4 hillion in 2000, $122.3 billion in 2001 and $127.4 billion in 2002, The available pool

, of Federal funds would increase the lower 0f 4.2 percent or GDP for years after 2002.

H

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

A State’s cutlay allotment for 1997 and subsequent fiscal years would be equivalent to a
calculated needs-based amount, subject to a scalar {to make State allotments sum to the total
pool} and growth fimits:

Floors

»  Annual growth m States’ outlay allotments would not 8l below 3.5 percent in 1997,
this increase is reduced 10 3 percent in 1998 and 2 percent for subsequent years;
' 'e ;

"» Al States’ computed allotments would be at least 0.24 percent of the Federal pool
beginning in 1998,
i

»  Beginning i 1998, if a State’s annual allotment growth exceeds the national growth

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

Ceilings |

. *  The'growth in States’ outlay allotments cannot exceed 9 percent for 1997 and 5.3
) percem for subsequent years;

S Qutlay aliotments for the ten States with the fowest Federai Medigrant spending per
resident in poverty would grow at 7 percent;

: !

. The needs-based amount for each State 15 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 1n poverty. :

4  New Hampshire and Loutsiana 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 3335 million, respectively, plus 20 percent of the difference between these amounts and
the State contribution that would be necessary 1o draw down their full outlay allotments in

- 1996, The States” share of this difference would increase by 20 percent increments each year
until, in fiscal year 2000, they would be meating their full obligations. [Same as Senate, !

E3
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|
¢ ' Louisianz and Nebraska would have pre~determined allotment increases of $37 miilion and
$106 million, respectively, for 1997, Nevada’s allotment would be increased by $90 million
annually for 1996, 1997 and 1998, [New provision. ]

* A supplemental allotment for emergency services to undocumented immigrants would
provide additional funding io the fifisen States with the highest number of undocumented
immigrants. This allotment would be allocated based on the proportion of undocumented
immigrants in each State compared to the total for all States receiving the supplemental
aiiotment $3.5 billion from 1996 to 2000.

# |, The Federal Med:cald assistance percentage {FMAP) would be either the result of the current
formula (based on States’ relative per capita incomes), 60 percent, or the lower of the new
FMAP (based on total taxable resources and aggregate expenditure need) or the current
FMAP plus 10 percent. States wouid be able to choose between these three options.

_[Combination of Senate and House provisions.]

e

LIMITATIONS

[Mastly similar to House provisions.]

¢ Siates 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-related costs in excess of five percent of total
expenditures; [Similar to House and Senate. ]

i
¢ No Federal funding would be available for administrative expenses greater than $20 million
* plus 10 percent of total program spending in a given year.

¢ No Federal funds would be available for purchase of outpati;at drugs from a nuoncfacturer
_who was not participating in the drug rebate program.

5
H

;

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-qualified health centers and rural health centers,

.+ *» This mil}imam percentage would be based on 85 percent of the average percentage of

State spending on mandatory ehgibles within these groups for mandatory services from
1992 101994, Spending for all elderly in nursing homes would be included in the

H
H
i
;
! |
= i
i
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eldecly 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,
{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 pernuited to spend less than the minimum set-asides if they can determine
. that the health 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 if an independent
actuary certifies that, under the State plan, the State will be spending at least 93 percent of the
minimum set-aside for any of these categories. [New provision. ]

3

i

PROVIDER PAYMENTS

‘[Largeiy the same‘j as House and Senate provisions |

The bill removes all Federal provider payment requirements, including the Boren amendment and
payment requirements for Federally-qualified health canters and rural health centers,

H

¢ | States would be required to set capitation rates in accordance with actuarial principles,

1

¢ ‘ DSH payments arg not explicitly retained. lowever, States must include a description of how

, these hospitals will be paid in their State plan. [Same as Senatg].

COST-SHARING

4

- States may impose cost-sharing requirements -- including coinsurance, copayments,
deductibles and other charges - on Medicaid enrollees, except:

1]

States would be prolubited from imposing premiums on families with incomes below
the Federal poverty level with 2 pregnant woman or a child {under age 19).

Copayments 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.

!

4  Siates would have broad flexibility 1o develop premium and cost-sharing schedules. States
could choose o develop premum and cost-sharing requirements that discourage

%

£
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» inappropriate use of emergency services, encourage the use of primary and preventive care,

* are related to economic factors, employment status, and family size; reflect the availability of

* other ingurance coverage; or are tied to participation in programs that promote personal

responsibility (1.e., drug treatment or employment traiming).

BELIVERY SYSTEMS

[Same as House and Senate ]

4  Access standards for health plans and other providers would be eliminated.
t

&  Freedom of choice requirements would be eliminated. Beneficiaries would not be guaranteed
& choice of ;iian or delivery system.
E 2
+ Sta‘:es ab:it%y to comtract with managed care plans far services, Casé management, o
coﬁrdmaﬁan would be unfettered.

P

4

NURSING HOME QUALITY 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 1o private
organizations {allows “deented status™), with no Federal review,
i
#  Maintaing F&demi look-behind of State surveys, but changes look-behind to a three-year

. evele;
; :
i

¢ Reguires States, rather than the Federal government, to establish requirements for nurse aide
- tramning, ;}re»«aémzssm screening and annual resident review { ?AS,&RR} and administrator
f qualifications;

£
H
¥

¢  Elimvinates 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 ar in the future or from requiring
additional payments;

+  Modifies residents’ rights with regard to rransfers; and
: i

t
i
:
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b

¢  Eliminates uniform data requirements.
|

MEDICAID DRUG REBATE PROGRAM

{Largely similar to House and Senate.)

¢  Federal payment for outpatient prescription drugs would be available only if the manufacturer
has entered into 2 Medicaid drug rebate agreement with the Secretary.

£

¢ Swatesare aét required 10 participate in the drug rebate program, but they cannot pay for drugs
uniess they do.

¢  Supplemental rebates (heyond those agreed to by the Secretary) are prohibited. [Same as
Senate }

MEDICARE COST.-SHARING

[Same as House and Senate.)

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 or reduce the scope of assistance -- e.g., covering only a proportion of the Medicare
premium.

!

‘NATIVE AMERICANS

H

[Same as House zz;xzé Renste. ]

¢ One hundred percent Federal matching would be extended (o services provided by tribal
providers as well ag 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 Federal funds for other Medicaid populations.

¢ State Medig}am plans would be required to include a description of how {or whether) Indian
Health Service facilities will be included as Medigrant providers and how eligible Indians
will receive medical assistance.

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

[Sameas Hoase,}i

No provisions fo; section 1115 demonstiation programs. States with 11135 statewide

demonstrations would be treated on par with other States,
¥

ACCOUNTABILITY

[Similar t¢ House and Senate. }
+  The bill does not require States 1o be accountable for how they spend Federal funds,

¢  Limitations on the use of provider taxes and donations, contained in the Medicaid Voluntary
) Contributiari and Provider-Specific Tax Amendmonts of 1991, are eliminated. [Same as
House.]

i

¢ The State-share limit on inter-governmental transfers is retained. [Same as Senate}.

¢ The Secretarfy’s authonty and ability to enforce compliance would be severely constrained by
procedural r?quirements.

¢ Goals, objectives and performance measures in State Medicaid plans are unenforceable. State
accountability for State Medicaid plans - and amendments to these plans - would be
minimal. | '

¢  Current Federal disallowance authority would be compromised. The Federal government
would be prohibited from collecting peading disallowances.

MEBCARE/MEDICAID DEMONSTRATIONS

[.Same as Senate provision, ]

Requires the Secrerary to conduct up to ten State demonstration projects.integrating Medicare and
Medicaid delivery systems, financed through a combination of Medicare and Medicaid funds.
These projects would focus on coordinated services for chromeally il elderly and disabled
individuals who are ehigible for both programs. Beneficiaries would not be required to participate
in these programs’

Prepared by HHS, updated 11/28/95 , GAMEDICAICONGRESS SHRECON'CONTER.ISH
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| BIPARTISAN BUDGET PROPOSAL —

This proposal represents a framework that is supported by a bipartisan
group-of Senators who are united in the goal of balancing the federal
budget within 7 years using CBO scorekeeping.,

Total saviagsiestimatad in this propasal are $661 billion over the next
seven years. | Those savings, in conjunction with the economic dividend,

i

will eiiminaze;t?:a tsderal deficit by the year 2002.

i
Discretionary: The proposal assumes that discretionary spending in each
of tha next seven years wiil be slightly less than the amount spent in

1995, Limiting spending in this manner will save $268 blllion over that
timaeframae,

Medicare: The group proposes to siow the rate of growth in the Medicare
program by $154 billion over the next seven years. The plan assumes
Medicare Fart B premiums will remain at 31.5% of the program’s cosis for
most senlors bul 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 their health ¢are. Finally, the group recommends increasing
the Madicare eligibility age 1o conform with increases In the eligibility
age for Social Security, -

E
Medicaid: The agreament assumes savings in the Medicaid program over

the next seven years of $62 btliflon by Imposing a per caplita cap on federal
gpending. |
:

Wolfare/EITC: The proposal assumes savings from Waelfare programs in
line with the, Senate-passed reform bill.  In addition, the plan calls for

changes in ti?e Earned Income Cradit program totaliing $8 biltion.

i
%
H
H
!
H
H
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Other Mandatory Savings: The agrean%ent prepeses $82 billion in

savings from farm programs, civil service retirement plans, studsnt
loans, veterans benefits, and spectrum sales.

CPi: The plan assumes the Consumer Price Index will be lowered to mors

accurately reflect the cost of living. The proposal would lower the CPI by
0.5 percentage points in 1996, 1957 and 1898. The adjustment would by

0.3 percentage points in the years 1988 through 2002,

boE"d . O SA0E 2R 5. 10 834



Discretionary i _ @
{ ~
Medicare «184
Medicaid 62
Welfare/BITC i
Qther Mandatory
Tax Cuts - ‘ 130/
Tax Loophole Clesings -25\
Oebt Service [ 62
|
Pl ; -110
Total 7-Year Savings (1) 661

BALANCED SUDGET COMPARISONSY, 7 ~ ST %,
g 4 /s
‘ /L 7
. ' 7

]

i

Senate
Blpartisan

GoP Admin.
(1/6) (1/8)
-349 - «295 "
-168 - -102

' -82
=45
-59
87
«60
87

-18 -18

-650 «601

* GOP & Admin. plans adopt the *full* BLS CP! correction.

Prepared by BG 1-11-96
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(Policy Position offered by Governer Thompson and (Governor Bob Miller)
, \RESTRUCTURING MEDICAID

i

SUSPENSION

T e b m e

PREAMBLE | |
For most of the last dce::cfc health care expendinures in the Unized 3Jrares have foor
eceeded. averall growth in the US economy, And while medical inflation is declining, public
and pﬁv&e{y funded health ?Ewe costy continue to lmit the long tom economic growth of the
navion. For staws, the prbﬁéry impact of health care costs on stare budgers has been in the
Medicaid program. Ammual Medicaid growth over the Iast decade has been well in excess of
. it perc;nr, and i half of thase years srnusl growth c;méched 20 percemt. [etermining the
causes of tuch unbridied growth 3 difficult. However, maojor centribuling faciors inchide:
congressional gxpansions in |the program, coun decisions Hmirng the notes in theiy :zéi!fzy‘ro
cantrol costs, policy decisions by swotes marimizing federal financing of previously stare-funded
health care programs, and fh:mg;'ag demographics. i
. Rcsrm:iag the growth !of Medicaid & no easy wask Medizaid 8 the primary souwrce of
health core for fow z'm:am? pregran: women and chiliren, persons. with dlsabilivies, and the
Jrofl elderly. This yezr, szamis and the federal government combined will spend muore :}zézr'u $140
billion i this progrom pra?’idiag ¢care :? more thon )8 million pecple. The challenge for the
natien, and Governors as the stewards of this program, & to redesign Medizaid so thes health
care costs are mare eﬁ%&ﬁv}gﬁ» contained and those thar ity nted héalth core coverage continug
to gaf;: access o that ca}f’: while giving stales the needed flexihility to maximaze e use aof

these limited heakth care dollars 1o mast ¢ffecrively meer the meeds of low income individunls,

THE NEW PROGRAM f

Within the balanced ‘budger debate, a mumber of ahtematives to the existing Medicoid
' pragra;r have begn pmpm;a{ The following cutlines the nation’t Govemors proposal that blends
the besy asprors of the ;::sznr program with congressional and aa:mi.;lis:mzz'arz alternarives
roward gchieving a streamiined and Siare-fiexible health vore systemt that guaranizes health cars

o our most needy cirizzn.;r.

Progrem Goals. The program s guided by fowr primeayy goals. .
f

. I The basic hzaf:}: core needs of the nation’s mosr vulserghie populatons must be
‘gzam‘mimi
"}

The growth in heolth care expenditures must be brought under conniol
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1: 3 Starer must kay.: maximum flexibility in the design mzd :m;;rfememamm af
H

;

cost-effective ;y:!gms of cam.

' 4 Stoies murt bc pmowcied from umnl:i,pamd program costs resulting from economic

: Buctuations mi thy buringss cyle, changing dcmogmp}'ws and nanwa! disasrers,

Efxgmti& Coverage renwmr fegraniezd for:

gl o Pregran: W}m 133 percent of povery.

- ¢ Children 10 oge 6 w 133 percers of poverny,

:

Vo Children age § rh:mgh 12 1 [00 pereent af poveryy,

%

' o The frail ek{a@ M‘eo meer S8 income and rerowce sandards.

;
;o Persons with dgsamm as defined by the siate 0 thelr stote plan Stotes will have a -
% furds ser-aside requifma: equal 1o 90 percent of the percemage of tota! medicat
| ersistance funds peld in FY I995 Jor persons with dizabiiiries,

b

g,u Medicare eost :ﬁirirsg for Quatified Medicare Bereficiaries.
| i'

~ Individuals 0?! famities who meet cwrremt AFDC income and resource siandards
)

{stares with iailz:am standards higher than the agriesal average may lower those

i
|
i ssgndards o the national overage); or

= Stores can Mm1 L a dagle eligibifiy system for mdmdua?.s who are ehigible for o new

1

weifare program a5 defined by the sige

Consistent with the .élza;u:g, adequacy of the state plan will be determingd by the Secrerary

of HHS. The Secretary :.f;anﬂd have g time corein to act

Caverage remains apn,bm! “For:
» All other epronal’

T
i
1
t

groups in the current Medicaid program.

o {ther individuals or families ar Gefined by the stawe but below 275 percent of poverty.
]

Benfus T

|
o The foliowing bzne%ﬁ:; remuin puaranieed for the guarentsed popuistions mx{v.
- inparient and owpadent hospital services, physician services, prenaral cure, nu;,:ing
i facilly services, home health care, family planning sewvices and supplies, laboratory
and yeray services, pedigmic and family nurse pracorioner services, aurse midvwife

services, and 5&3’:} and Periodis Screening Diagnosis and Treamnent Servives, {The
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“3"" in EPSDT sz redefined 5o thet a stare need not cover wif Medicawd opz‘zomzf

[3

| services for ch:tdrlmg
i !
» At o mininum, oll other benefis defined as optional wnder the current Medivaid

};mgmm worid mﬁé:’a oprional and long term care apﬁom sgrificantly broadened,
*S:ams have zamp!m Foabilizy in deﬁmx armount, durarion, and xope of servites.

Privaie’ Rigs: of Action
te ??m Jollowing ate the only rights of scaon for individualr or clusses for eligibitiny.

:w Before raking aczian in the giaie courts, the individugi must follow a siere

| administrative appeaﬁr process.

' i R . . +

;- Stares mus aﬁ’ez; dividuals or classes o private right of action in the nare cours
as & condition z;}‘“ parsicipation in the program.

H

v - Following acnm in the xtate courts, an individua or class cauld appeal directy 1o

| the U8 Sz«pwm: Cour.

I Independent of arzy stawe fudicial remedy, the vatay of HHS could bring action
J in the federa gowfs on behalf of individuals ¢r classes bur nor for providers or
£

health plans, I
o There should be r{ia private right of action for providers or health plans.

Service Delivery '
» Srates must he fblc to use ol aveilable health core delivery nyslems for these
popuiadions wr‘nkot!:r any special permizsion from the federal government
o Sigies muast nac have federally imposed limits on the mumber of beneficiaries who may

be enrofled in af:'y nerwork,

Provider Standards ond Reimbursements

» Siates must }:m% compleie authority to ser alf health plan and provider reimbursemen:
rates withour w:_ézfa'm from the federal government or threat of legol action of the
provider o plani

o Thz Boren asmendment and otier Boren-like siorutory provision: must be repealed,

i .
o "One hundred percent reasomable coxt reimbursement” rust be phosed out over o two

year peridd for federally qualificd health comsers and rural health clinics.

I -
|
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. » Srates mus? be abit to 32t thelr owm health plan and provider guakficadons :fandards
i angd be m&wdem from any fedeal minimum gualificanon standords such af f}-osv
i

i

z

currently ser for obstetricians and pediauicians,

. For the purpose of the Quelified Medicare Beneficiaries program, the steres may pey
thy Medicaid rw'm feu of the Mredicare rare.

|

:

‘o Stares will abide by the OBRA ‘87 uandards for nyrsing homes,

Nurting Homs Reformus

v Statey will have the Flexibility 10 determing enforcement strotegies for nursing home
srardards ond wz}fi inclede them in their stare plan

Plan Administration 1

o Srxzes musr e u%:zbwéznzd from the heavy hand of oversight by the Health Core
; . Lo b

Financirg »Mmmzsg&zzar;.
" i
s The plan end p;‘fm amendment process mise be soeamilned o remove HCOEA
3
| mticromanagemen? of stote programs,
i
o Oversight of sy aorivities by the Secretury must be sbeamibingd 1o asvure 1hat federal
E:}tm’vmrim ocowrs only when o st fails 10 tomply substantially with federal stamires

If"’ is own plan.

. e

H

. "HCEA can only wtaposz disollowances that ore commensurate wih the site of the
\violation, ;
i L

o iTHis program :}:sz&? Be wrtter under ¢ new tiiz of the Social Securty Act
: H
?rm’izfe.é' Taxes cad Denarions
* 'i
i
. Cuﬂem provider :az[ end donation restrictions In federal s1atues wendd be reprofed

2
. Cmmz and pendmg Staze disputes with HHS over provider raxes would be Gisconvinued

Fi.-ummz Eoch nawe will lmvz & maximum federal adlocution tha: provides the sate with the
ﬁ_nwzaf capacity fo cover Medicnid ewroliees. The alfocation & avgiloble only if the state pus
up a mawking peroenizge ;im:}mdafagy 16 be defined). The silocedon & the sum of four
fotiore: huse aftocatior, g;amﬁ, special grangs [special grants keve no sgte masching

requirement) and an insurance wmbrella, described a5 follows:
i
1

1 Base in deermining base cxpenctwes, ¢ stats may chogse from the followingw—-the

iawmge of 1992 z}émgh 1994 expendiiures, 994 experclivizes, ar 1995 expenditures.
. H

i
! i
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Some suies may require special provisions m camect for anomalies i thoir base year

*
F

i

Growth. This s a formule thet accounts for gsdimated changes in medical costs and

: w’imatéd chonges in a sware’s caseload. i includes the following:

s 40 gstimate of caseload growth;

« Tht relative coxt of care for the popniations served; and

o &n annval medical iflavion facior {(3pecific focior o be determined).

This formula is colowlated each year for she foliowing year based on the besr available

o ek e

R NI

Specigl Grants. Special grast funds will be made available for ceriain swates 1o cover
idlegal aliens and for conain states o asian Indian Health Service and refated fzzcifz't:ics
in the provivion of hechth care 1o Norive Assericons. Stmes will hove no maching
requivemens o gawn access fo these federal funds.

The Inswrance Umbrells. This inpoance umbreilo i3 desipned 1o ensure thob staies
wifl ger access to addirional furds for ceriain populations i, because of unannicipored
consequences, the grawtk facor fails 1o accuraiely eximate the g?aw:h in the
population. Funds are guaramieed on a per-bencficiory basis for those described beiow
whe were not incleded in the astimates of the base and the growth. These funds we

an eneifoment 16 swares and Bot subfect o annual appropriutions,

Populatdons and Banelis” Accers (o the imwrance wmbrella is ovailabls 1o cover the cost
of care for borh guurasired and oprional benefos, The wnbrella covers @i guoroniesd
populations and the oprional portion of wve groups—wpersens with disabilities and she el
derly.

Accest e the nnrance Umbrelle, The insurance umbretln Is available to a sicie only

after the following conditions are met
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1 Srates must have used up other gvailable bast and growrh funds thar hed noi
been used becaure the estimared populonion in the growth and base wos gre;:.fer
than the actual population served

2. Appropriaie provitions will be wurablished 1w ensure shar dotes do not hove
access ro the umbrelia funds unizsy there it @ :f&wmwé:iz need

5. Muaching Peventage Wik the oweption of r):z‘ speciel grants, stores muss share in

ok - - ——

the voot of the program. A sue’s maching comtriburion i the program will not
. oxweed 40 prreent ,‘
A Diproporriongre Share Mogpital Program. Currenmt diproporiionaie share hospita!
spesding will be included In the base. DSH funds musi be speat on heclth care for
low income people. A staie will not receive growth on DSH if these funds constinite

ks s g e =

mare thare 12 percent of toral program openditures.

e e m v ek
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Botiont) . ¥Alz these features will be designed to prevent states

from having to defend agaznsf an individual on bhenefits in
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e e COMPARISON OF MEDICAID PLANS

NATIONALGOVERNORS
i &S\\\wm;ﬁwﬁ;}ﬁi‘:\“ u ‘: :‘ R

New e of Sociad Security Act

Plock grant and insorance
sumbeedfa for unexpeoted eacess
enenfiment

Wew ritle of Social Security At

Pee capita cap and DEH eduitions,

Retain tithe XiX

21696

Per capita cap and DSH reductions,

Retain titde XIX

Coverage “guerenteed™ o

posenty
Peopte with disabilities {as

381 standards

and resource standar s,

Al other eligibifity groups

poventy

=Prepnant wamaen, and ¢hildren
under & under 133% of povany
Ahildeen 612 under 10 of

defiord by the stete} who meet

~Elderly wha meet 31 imcome

would be optional, Stmtey may
cover individimals up 0 275% of

*

Coverage 18 “guaranteed™ for:

- Pregnant womsen, ead children
under 133% of poveny
- Children 433 wrder 10095

of povernty

- Persons with digabitinies {as
delined by the stare)

- Mgdicare cost sharing
Cuslified Medicars
Henshigiarios (OMBs)

- Elderty who mest 353§ intome

and rosouros standards

- Families w s poeet coment
AFDC inconw and resburte
standards, or eligibles for “aow
weifnen”,

Loverage i5 optionat o o
othér optional groups as defined
by the clirrent iaw, and other
individuals o familics as
defined by the siate but below
175% of poverty.

Mainsing alf curment Law mandatory
and pptional grougs, Including:

- Pregnant woswn and children
age 1.6 under 133% of poverty

- Chitdren sge & through 12 under
100 % of poverty

« Chitdren age 12418 undes 100%
of poecerty 1o be phased i 0 fhat
By year 20073, 2l chikdren up o oge
18 will be covered

- AFTIC cash recipients,

- S50 Aged, Bling, and Disabled

- QhBs

- Al turrent lew optianal groups,
inciuding the #cdically Needy

Also adds 8 pew ¢ligibility option
for individuals delow 15006 of

poverty, subject (0 a budger neovality
seguiroment.

Maintaing all cument faw massdatory
and optianal groups, inchuding:

- Pregnant women and children
age F-6 under 135% of poverty

- Children zgz & tawugh 12
undes 108 % of poverty

« Childress sge 12-18 under 1%
of poverty e be phased i so
that by vear 2002, ol childmn
up i age 18 will be covered

~ AFDC cash resiphonis,

« 551 Aged, Blind, and Disabled

-OMBs

- Al cumment Jaw uptional groups,
incleding thy Medically Needy

Also adds a new cligibility optien
fior individuals befow 15085 of
puverty, subieet 1o a bugdge
neutrality riguircment.
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*Ciparanteed” Bt low income
famitien: Inpaticntioutpatient
hospust, physitiens’ sorgicel
avd modival serviges,
Eriagnoste weas, Unidhond
invmonirationg, sl pre-
pregnancy planning senvices
and supplies.

Lot vamme care see ices for the
shderly and disabied

Stares are not stgiined 10
provide any other seevices,

Pacs oot requibre FQHC and
RHE seovioes,

" 2 7By SRS, HEtse ™

s

“Cuarariced” covorage for
manduiory popuiations.
inpatientioupationt, nboraiory

penctitiontrs” services, marsing
facility and home health
services, EPRIFTY, family
planaing services sl suppiies,
phalcians” servioes, marses
misdw e services.

“Her EPSET below under
“Like MadiCioan H”

Al cugrenty aptional services
ol eemaain opsiona

Hetsing currens fow toquinng Sames
Hr cover: gationt and outpariens
Bspital, REO & FOHC sovies,

“tubratory and wiedy SOrvIOEs narse
practitoners” servites, sursing
facitity sl home heatth serviees,
EPSET, family plaaning services and
suppiies, physicims” servives, nemse-
anidwife servives,

Stmes runy abso cosor apiioant
services (drags, physival iherapy.
dental Servioes, 2L}

Botaing coment law roguifing States
1 coves inpationt hospial
suipaticnt hospital, RHC £ FOHO

"services, lzboratory 2nd vray - -

serviees, nunse practitioners” services,
nursing fatility and home health
seevives, EPRDT, family planming
sarvices and supplivs, physicians’
serviess, norse-midwife services,

S1aes may also cover optional
services {drugs. phiasical therepy,
demal services, #15.)

) J\mmm:. Bwraliom

b zsu .n
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Efiminaes requirernenis

“Complewe” Stawe flevibility

Reiainy curmeny stane fexidility within
comparsbility and sistewideness
IOQUITCRIENTS

Reizins current state fhexibitiry
within comparabibity and
statewidencss reguitements

No specific requirement far
early, perieedic, sereening .
diagnosis and reatment
services {EPDST) for ckildran
under age 2.

Unclear : “redafines ™ ircaement
- 1o specifics how it will be
reclelined.

Rewing current Iaw for treziment
mandating coverage of services to
treal or ameliorate a defeet, physical
and mentad illness, or condition
wentified by a heaith screen.

Changes treatment The Seeretary,
after comsubation with States wed
providey arganizaticas, would define
treatmat under EPSHT.

Eliminates reqairements No provision . No provigipn Re1ains curtear aw requirement that Retains current law requirement that
; sepvices be comparable and available | services be comparable and available
smewide statewide
Elininated No provision o provision Mainigined Maintained
Gptional service, states ro Lnclear « proposal "beoadens” | nclenr . proposa! Ataies bome and commmnity-bised {Lument faw

longer needs walvel 10 provide

fampterm Voptigns. T Ne,

Spectiics how oprions are
Brovacioned

“brousdeng” fong term
Cupitans " No specifics
hunw apsions are droudened

setvices 2a oplional servive - Slates
no loager nesd waivers 10 cover these
Shrvices.
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No federa] right of action for
apdivideals or providers

Sitent on siate court right gf ~ -~
aHtion

Individuals can bring issues
andior complamts 1o the
sttention of the Seorary

Reorstary’s action e individual
corglaigs is Bmited
weestigstion and subsoquent
rctification 10 the Congress
andfor ohied axegnive nf the

e s

Mo federat right of attion for
individuals or providers,

- States gnust provide state comt -
right of aution

Must use state administrative
meshanisrms defar gding 10
SLate Loun )

€an petion US Suprenes Count
for review after Y stsie connt
ation compleed

Sevrclary cay bosg Swilin

NATIONAL'GOVERNORS ASSOCIAT

Malnsins cxzeant law individusd right
of sctioa for individuals W brisg sult
int federat tourt.

Maining carrent faw individual
right of stion for individuals w
bring suit i federal sount

.. et ok

state federal court on behalf of

butividoals or classes. B,
Alows states 0 require adull Mo peovision Ne prosepion Resatns currens faw probibiting states 1 Rewins current law peohibiting states
children of aursing homg from presuming it refafives other from presuming that refatives other
residents with incomes sbhovy than spessses witk provide financial than spouses will psovids financial
the state median income SUDPOIL. SLPPOHT.
senwibute ty their pazents’
nursing home care,
Retaing cument law No provision No pravition Retains currns faw Retging eurcent low
Sates bave hroad Aexibifioy o Mo provisis No provision Mabntsins current limitations hat Allows Btates o impose copayments

develop cost sharing schedules
shat differentisi Seiweon
IZOme groups, Bypes of
serviges. Greatyr restriclions on
cost sharing for children and

progaant wemen,

sopvenents be noming! amd only for
some idividualsibencfis, Maw
authority 16 impase simitar oming
copayments on BHMO earolleus.

scaled 1 ieome and family size for
individusisfenclits curpentiy sudject
6 SHpRTRES,




VIEDIGRANTIL \SSOCIAT VADMINISTRATION
LOCK GRANT liw. Sigitrant T “‘* ?‘?‘!?”"*m ; CPER CAPITAICAP
Fivgd fodersd poymonts ot by Fargally ey For base Parisily responsive A Regpomsive: Fedaral benefly Responsive: Frderal benelit
formuby, Fodoral spending will | spondimg, Foders! pmoments are | “Incurance Hmbrella” affows speading Tinis oo Based o spending Hmits are based on
i SRS billwon botwren 1998 « | 1By 3 rormuls. A steie pels for higher Federal poymenis corolment growsh, The Himit enreflment growth, The limits
1 200 fravings of $X¢ Hilions. this ameuat sven 3 f reduces—- - § whenenmoliment for- -~ vow w1 intrtase aesd degetane with chaneos i | increase and decrease with changes -
Benelits or cnmilment. Fedordd wandatory and somt apionsl earoffnwn growih. DS peyments m enroliment growth. ISH
spending and avings e not groups i ant aciedly high, srw fwed, Esiimmndg Pogersd pEYmens are fixed. Esrimated
Lnercn. Fodesnt spending ang sovags spending of 4568 bilton briseen Fedesai spending of $53% biller
a8¢ not Knpwy, {90-2008 (savings of 5359 hilion), between 1996-3082 [savings of 383
bithion.
P
am: Wadiug Sease eaching rates are State matching raies are Cutrent matching rates are Carent malching (315 ¢
: signifimu ¥ fowered, significanty loweryd. mainaioed. maintained.

Exstenated state spending over Seate spending am% 1AVITES 3F¢ falbmated state speading o0¢r s¢ven Fsrimated state speading aver seven
seven vears: $493 billion a0k hnown, yeurst $653 billion isavings of §15 years: K33 hiffion {savings of 3643
{savings of 5208 diliiond. . , Hithwn). billon.

¥ A

Provider taves and donations Provides taves and donations Carrant resirietions on the se of Cugrent restrictions on the use of
restrictions are repealed, resirichions arc repeated. proveder 1axes gnd daRALIDNS R0 provider taxcs and doantions are
allowing ststes 1o “bortow™ allowing states te horon”™ retained, retained,
maney from providers 1o money from providess 1o
repliace seate tan doflars. replace stage 1ax doliars
19546 allotmenis are et in Base fanding i3 41 by The “insurance Limbrella™ Federat benelis spending limits are Federal bepefis spending Hmits are
legislarvn, Subsequent years” mubliphying the base year -~ the sllows suares 1 pet Federslly. calculated by mpltiplying the states’ caloylated hy multiplying the states
glotments are based on the shates choice o 1993, 1994 00 ] matchad capitaion paymems cnrollmens by a spending hmit per ensoliment by & spending frait per
product of the aumber af pons 19958 sponding - by an for mandaiony and soime beneficiary {product of the average * | kneficiary. The spending limit per
people and the state-adjusted infiation Faotar and estimated optional beoeficiaries who are | 1995 speading by beneficiary group hengticiary Is the product of 2 roliing
spending por porson. sabiect in crroHment growth. DSH abovi the estimted and norninal GDIP growth per person average spending by beneficiary
maxiomm or minimym growdh spending W incladed inthe base, | enredbuens for she voor, {5-year average) plus an adjustmont proup and CP1{3-year average) plus
rates. Aciual enrnibnent T oot bt i onot grawn iFDSH & farwsr}. The group-specific bmis are | adjustment factoss. The group-

aeladed in the frmuia, greates than 2% of towl summed 50 that cach siate has one. specific Rmits are summed so that

spording, entollment-based dmit that is each staic b one, enroltment-based
maichable by the Fedural Timnit bt 35 mstchable by the Federal
government. The £35H limits, which | goverment, The DISH Bimits, which
are pradualiv phased in, are based on | are gradusily phased i, we based on
sites” share of the ruraber of Jows states ' share of i nomber of v
ncome pationt days. ingume patkent diys,
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Repeads 2 provider pavimnt
ubes - haspitals, nessing
Bommes, hnspice, FOHORME

-aned home and commmuniny-based

SETVICES,

Repeals reguitsonent that raics
be suffarivat w guamnter acoess

10 seTViCeS.

Bepeals pavment mios R
obiteirical and pedinin parg

Reprals a3 pzov;&x PAYTIRENE
ruies.

Hackeor, May repeat
SQGUIrRHIENS Phast pies B
sufficieni Io sugraniee aecess o
SEPVILES,

Repeals Boren Amendrent

Repenaly pasment rales for
abstewrical muf pediatric care

Repeats Federsi payment rules for
hospitais, pursing facilites, FCAEGs
and RHCs fossept for Indian
FQUECSARIDG and hame and
comminity-based services.

Retaing curment requirement that 1ates
b sulficicm 10 guaraier ALCERS 10
servioes.

Repeals pvinent nades for obstericnd
and pediatric car

Retaing current fodoral payment
rufes,

it W A R i v

Fetxing current regainnment that rates
he sufficient (o guaranies access to
services,

Mo change 1w payment nies for
vhsrerrient and pediotric car

%bpﬂ::x ?rmﬁi@:r‘
Qmi:ﬁcwt:ans

[

f%

Repeals phvsichan qualification

mguements,

Hepeals physician gualificativon
FELPTETI

fiepesis physician
quasiification requiremenis,

Kepeals physician gualification
requirereHs.

Retains physinian qusiification
requircmenis.

i AT

ke

> N&i&mgﬁﬁl Care
54

Srames” ability iy mandae

mynaged care enrpdiment would

e unrostriced.

Beneficiariss wounld have ne

guarantee of choice of plan g

proviger,

Paymens w mianaped care plang

must be baged on actuarisd
methods

Shates may implement osanaged
cape withoul 3 waiver

Hnclear. Bengficiories way
Have ng enrantes of choice of
plan or grovider,

No provigipe

Niabes may implemont

managed care withoul @ waiver

{inclear, Bemefiniaries mov be
gueronerd o cholve of plon or

provider.

Na provizion

Saptws cowsld mandate enolinmng i
mannped LaF, SNLent:

Beneficiaies must have a choige
of plen or defbvery system;

Suates wmay 0ol reguine enrpiiment
for Mudicare eost-shaving.

States muy ot reswrict choice of
provider for farmity plansing services,

Retsins coment byw - payments {p
mannged care plans mist be
actoarially sound.

States sonid mandate envollaent in
mng«i Uk, except!

~Beneficiaries must have a
choice of plan or provider,;

«States may Pt requine special
roeids individoals ool m
mmagedd care plans,

Applies the surtent “reasonable and
advguale” paypwnt stdndard to
managed card systems.,

Repeals sl statetory vontracting

riles.

Health plans must meeg

corunercial solvency standards,

{aclear, May repecd aff
comerocting rules,

Mo provisios

Unclenr, Moy ratain some
current controring rules.

No provision

Bepeals problematic contracting

reless 28028 rele: HES approval of
HMO contezess, pavment ules oy
managed casg-cnntracting FORCy,

Provides now apthority for solvengy
% 3

Repeals cUrment contracting roles,

Establishes new solvency standards,



http:Um::ln.Jf

My quality requirements for
Siates or menaged gury plans,

Heguires Stales to develop quality
mnprovement programs, which aust
include Bcoess stamdards and

monitoring sctivities,  Establishes. . .

new reporting wed fraed preventipn
sequircments for health plans.

TID
PER CAPITATCAS

Estabitches new quadity requirerments
for apaped care systums, including
semtulory puarantees of aocossihiliny

- and timeliness of servicesg, w

informasinm.sharing requirements,
prior anthorization and grievance
provedures, and encounter data,

“Retalas™ cusrent rutes, but
actually efiminaios significant
quatity steadards and
profesiions. for nursing horne
residents.

Significantly diminishes Federa!
authority te safores guality
standards.

Limclear. May elimingre some
currgnt stondgrds, ke
Medirond £F

Huates may decide how aurging
tonne standards will be eafipreed

Hetaing carrent nursing home
standards monid enforcement,

Bewins current norstag bome
starpdards and eaflroement.

Fegueat sdministrative oversight
curtaited, Fingncial penaitios
would be propertionzi and
permitied only for “substancal”
violations,

Disallowances ot be
proportignnd o violation.
Federal pyversight Bmited and
inlsrvantion permined only
when State “fails substantially”™

& gomply with 1w ot program.
ertirrrrrrrrel ++44n i

Repeals and rovises various
adminisirative atd sysiems
sepiremants,

N change o cument administrative
TEQUireTS,



http:Es!ablisJI.e1

T CONCERNS WITH NGA PROPOSAL™

et




I“s/{, 7€
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MEMORANDUM FOR LAURA TYSON.

From: i The Secretary Y@N_m_ ? Wo-@-

Subject: ! Questions on NGA .Medicaid plan’

OVERVIE“;’

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 coversge, He has received s great deal of credit by insisting ona
balanced approach te Medicaid reform that:

» preserves the federal guarantee of 8 Congressionally-defined benefit package for Medicaid
benehicianes;

. prcscfvcs Medicaid protection for currently eligible groups;

’ maintains our shared financial partnership with states as they provide health coverage to

reedy individuals;

. provides unprecedented new flexibility fo states in how to operate their programs, pay
providers of care, and operate managed care and other arrangements, with continuing
programmatic and fiscal accountability, and federal savings that contribute to the balanced
budget plan.

Last week, the National Governors Association (NGA) approved the outlines of a plan that they
are now refining. The lead Democratic Governors in those negotiations worked long and hard to
convinge their Republican colleagues to agree to a financing alternative to the block grant that
allows the federal funding to appear to.be more responsive 10 enrollment changes. As the

- President has indicated, those discussions and that movement on the financing structure have been
helpful,

QUESTIONS ABOUT THE RGA MEDICAID PLAN

However, as we continue 1o 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 brief, the governors® plan repeals title XIX, the current Medicaid
program, and replaces it with 2 new program that falls short of the President’s principles.

Y A SR
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Eligibility/Benefits/Enforcement

While the NGA policy retains the States' entitlement to federa! funding, it repeals the existing
federal entitiement or guaraniee of Congressionally-defined health benefits for Medicaid
beneficiaries. It is important to note that when we use the phrase federal “guarantee” it has o
different meaning than when others use it. For us, it means an entitlement, with three key
interrelated components — definitions of eligible groups, benefits, and enforcement. The NGA
plan provides for & “guarantes™ of covarage that fmakes marginal improvements in the Republican
block grant, but it is only 8 nominal guarantee,

’ Eligibility. While the NGA plan includes & number of mandatory groups, it repeals the
current law phase-in of Medicaid coverage for chuldren ages 13-18 in families with incorme
below the federal poverty Jevel = repealing 8 coverage expansion signed into law in the
last Administration. Further, the plan repeals the federal standard for defining disability,
repla:izfg it with state definitions — making uncertain coverage and benefits for
populations such as those with BIV; and it is unclear about guaranieed coverage of cash
assistanf:e populations and these making the transition from welfare to work;

j

’ Benefits. While the NGA plan Lists required benefits for the mandatory populations, it
provides “complete” flexibility in defining the adequacy of those benefits {amount,
duration and scope). Itis silent on whether benefits must be comparable among or within
groups and areas of the state; makes an unspecified change in the currently required
treatment component of the Early and Periedic Screening, Diagnosis, and Treatment
(EPSDT) program; and sets no standard for benefits for optional benehciary groups.

» Enforcement. The NGA plan repeals the federal right of action for individuals and limits
. claims that 2 state s wiolating federal law to resolution by state courts. Medicaid would be
the sole federal statute conferring no possibility of federal enforcement by its intended
beneficianes.

Financing

The NGA plan’s proposed financing may be responsive to envollment changes - a change that
Democratic governors have insisted on - but more details are needed. We need to continue to
wark with the Democratic governors to help them assure that the plan specifics reflect the need

for & financing structure that truly adapts to enroliment changes.

Apart from gaining more details about the federai structure, the real financing problem is that the
plan could substantially lessen state contributions to health coverage under Medicaid.

» The maximum state matching percentage drops from 5O percent o 40 percent. In the
context of & capped program, this could increase the total Medicaid funding cuts

2
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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 $200 billion under this
spproach. Alternatively, in an open-ended financing approach, this provision could

substantially increase federal costs, as states could capture more federal matching for the
same amount of state 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 reduced actual state spending — ultimately states could take all
of their funds out of the program with these mechanisms. Bipartisan legislation in 1992
closed these financial loopholes.

The federal costs and savings of the proposal are important in the context of the President’s

balanced budget plan, which includes $59 billion in federal Medicaid savings. At this point, it is

unclear whether the NGA plan will achieve federa! savings of the type envisioned in the balanced
budget plan.

Quality/Beneficiary Financia! Protections/Accountability

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:
l
. The NGA plan does not appear to include requirements for quality standards for managed
care plans. '

. The NGA plan retains the Republican Conference Agreement approach of eliminating
federal enforcement of the nursing home standards. ’

|
. The NGA plan is silent on beneficiary financial protections: these include spousal
impovenishment 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 Damocratic governors did 8 good job in moving the Republican governors in the direction of
a per enrollee financing structure. However, we should all recognize the inherent constraints on
any process driven solely by any one interest, including the governors. The majority of the
govemnors are Republicans who had already signed on to the block grant approach that the
President vetoed. In addition, it is difficult, if not impossible, for even our strongest Democratic
governors to argue personally with fellow governors for federal standards in many areas that have
been central to the President’s position, despite the unprecedented flexibility that is already
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offered in the President’s plan.

The President’s approach should continuz to serve as the basis for Democratic unity on Medicaid,
As the NGA proceeds to flesh out its plan, we need to foster discussions among the Democratic
governors and members of Congress sbout how best to edapt the President’s proposal to meet
e our shared gosals, ’
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Overview

;
The most fundamental principle underlying the President’s Medicaid reform plan is the concept
that beneficiaries are entitled (0 & meaningful benefit package. So long as they meet the

. eligibility requirements, certain categories of individuals have an absolute and enforceable

guarantee of benefits--a guarantee upon which they can rely. There are three basic components
to the Medicaid entitlement: "

~Eligibility
~RBenefits
~Enforcement

* + Ed
Eligibility

The NGA resolution provisions on eligibility include a number of groups as “guaranteed”
¢ligibles, i.c., coverage is “guaranieed” for the following:

. Pregnant women, and children 1o 133% of poverty

. Children to age 6 up 10 133% of poverty

. Children 6-12 to 100% of poverty

’ The slderly who meet 581 income and resource standards

. Persons with disabilities - “disability” defined by the state

» Medicare cost sharing for Qualified Medicare Bepeficiaries (QMBs)

» Families who meet current AFDC income and resource standards; or states mayruna
* single eligibility system for those who are eligible for “new welfare.”

Coverage is optional for the following groups:
i
. All other current law aptional groups
’ Other individuals or families as defined by the state but below 275% of poverty
i
However, the NGA resolution fails to address certain key populations,
* Medicaid would no longer be phased in for children 13 - 18 under 100% of poverty as
would be the case under current law. This coverage was enacted with bipartisan support.
. States can apply more limited definitions of disability than exist under federal law. This
provision could lead to severely restricted definitions of disability resulting in very
limited coverage for a population whose service needs are among the most costly. For
example, states could define disability in ways that preclude individuals with centain
diagnoses (HI'V, or mental illness) from being able to receive needed services under
Medicaid. This is particularly significant because the disabled are unable to work and
therefore less likely to have other health insurance,

i



Bepelits

It is important to note current welfars reform proposals include changes in key areas in
the dcﬁiﬁiiozz of disability 1o address substantive concerns raised by states and others.

- i;z the case of drug addicts and aicoholics, the proposal (accepted by the
Admxmstmm}zz) would change program eligibility to exclude drug addiction and
alcoholism as a qualifying disebility for purposes of §S1 and Medicaid.

I

- In the casz of disabled children, effective in 1998, the proposal would change the
eligibility process by eliminating the Individual Functiona] Assessment (IFA)
process and eliminating maladaptive behavior from inclusion in the Social
Security Act.
i

Welfare related coverage i1s very unclear, and the NGA resolution provides insufficient

information about the links between new welfare definitions and Medicaid coverage,

'
N

The NGA resolution includes the following fist of benefits that are “guaranteed”™ but only for
*guaranteed” coverage groups. .

~Inpatient and putpatient hospital

--Physician

-~prenatal care

—nursing facility

~home health

-~family planning and supplies

--jaboratory and x-ray

-pediatric and family nurse practitioner

~nurse midwife :

--EPSDT, with limitations on requirements {or treatment

The resolution stipulates that all other services would be optional, and there would be &
broadenzd long term care benefil.

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 adeguate to achieve
their purpose. Under the NGA resolution, states would be given complete flexibility
define the amount, duration and scope of the benefits 1o be provided. These provisions
taken as & whole raise serious concerns about whether the Secretary would have any
ability, in the case of over-restrictive state plans, 10 disapprove a benefit package that
would be effectively meaningless.



- Bmu.jsc the NGA resolution is silent about requirements for comparable services for all
eligible groups, or provision of services on & statewide basis, thers is concern that states
might structure benefit packapes that sre more limited for more costly populations, {e.g.,
the disabled), or might provide less comprehensive services in certain parts of the state,
There 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 Administration has indicated a willingness to discuss edditional] flexibility--offering
optional benefits to optional bencficiaries in the context of the President’s plan.

Eoforcement

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 opporturity to petition the U.S. Supreme Court for review from a decision of state’s highest
court, The NGA provisions pose a number of serious guestions and concerns.

» Implicit in the concept of defined populations and defined benefits is the back-up of 2
meaningful enforcement mechanism. A federal cause of action for beneficiaries assures
that those seeking a remedy for the deprivation of medical care receive the same due
process rights everywhere in the United States,

* Under the NCA proposal, Medicald would be the single federal starute conferring no
possibility of federal enforcement by its intended beneficiaries; seeking enforcement of
title XIX would be the one cause of sction arising under federal law that would be barred
from the federal courts. Such an unprecedented step would be seen by important
constituencies a3 a signal of second-class status and would set ofT massive reaction from
beneficiary groups and their allies. Advocates for the poor would be restricted to the
remedies and procedures available under state law, which are often stricter than those
undey fgécral law,

. The Jargest number of suits against 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 willingness to specify that there would be no right of action by providers over
payment rates under statatory provisions other than the Boren Amendment. Thus, under
the Administration’s plan, state concerns about Jimiting their exposure 1o suit in federal
court would be largely resolved. (Given the broader federal policy and the reality that
beneficiary suits have not been a problem, further changes to individual right of action
would appear 1o be unnecessary.
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Those aspects of the Medicaid program that are common to all states should be subjest to
consistent interpretation and administration. Efficiency and predictability are best served
by using the federal court system, when the same question ariscs across multiple
jurisdictions. Moreover, when Medicaid-based claims interact, as they often do, with
other areas of federa! law (Medicare, Social Security), the federal courts are more
experienced in analyzing these statutory relationships and are better able to understand
and decide cases with potentially broad remifications.

s :
There is no indication that federal judges~the vast majority of whom were appointed by
Republican presidents--ignore or take Lightly the legitimate concerns of state
administrators,

[
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FINANCING

The National Governors' Assoctation resolution would replace the current financing system with
a combination of a fixed federal payment, and a payment adjustment for unexpected cxcess
enroliment. The minimum federal contribution to the financing of Medicaid would increass from
50 percent to 60 percent, and states’ use of provider tax and donation schemes (which are
currently prohibited) would be permitied.

From the beginning of the current Medicaid debate, the President has maintained that Medicaid
roust be a financed through a federal-state partnership that ensures a reasonable and appropriate
amount of funding 1o provide meaningful benefits to eligibles while also protecting states from
increases in enrollment. Although growth in federal expenditures for Medicaid can be stowed,
any adjustments must be based on who & state covers, not an arbitrary ceiling (Block Grant) that
does not provide states with enough federal funds to provide coverage and bencefits in times of
economic downturn or increased enrollment,

I
. Although the NGA resolution reflects progress toward a financing structure based on
enrollment, there 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 1o
work with Democratic governors 1o maintain their progress on this issus. )

. Raising the minimum (ederal match rate from 30 pereent to 60 percent will allow states to
reduce their spending by over $200 billion over the next seven years, and will raise the
average federal share of toal program costs from 57 percent to 63 percent.

. Also, permitting the use of provider tax and donation schemes will allow states to reduce
the amouns of “real” state dollars which they contribute to the program.  During the late
1980s and early 1990s, many States took advaniage of these schemes, costing the federal
government billions of dollars and helping drive growth rates up to well over 20 percent,
The Inspector General continues to express concems about such financing schemes.

¥
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ACCOUNTABILITY

The President’s'plan proposes unprecedented new flexibility for the states in how to operate their
programs, pay providers, and use managed care and other delivery arrangements. At the same
time, it retains core standards related 1o quality and beneficiary financial protections,

The NGA resolution would repesl titde XEX and create & new title for the Medicaid program.
This has the de facto effect of compromising seriously the existing framework for accountability
that provides governance for the Medicaid program todsy. The NGA resolution is silent in many
areas that affect Medicaid reform. And in areas where the resolution is specific, some long-
standing protections would be reduced or eliminated.

The NGA resolution eliminates the federal role in monitoring nursing home guality
sssurance--yet without federal monitoring and enforcement of state and facility
compliance, the uniform quality standards established by OBRA 87 are meaningless.

Nearly a third of all Medicaid beneficiaries are currently enrolled in some form of
managed care. The NGA resolution makes ne mention of quality assurance reguirements
or monitoring responsibilities for Medicaid managed care.

The NGA resolution does not address beneficiary and farnily financial protections such as
spousal impovenshment and family 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 copayments and other cost sharing for
Medicaid beneficianes.

There are ways, similar to the approach taken in the President's plan, to provide states
with considerably expanded f{lexibility in management and operation of their Medicaid
programs, without reducing the framework of responsibie accountability to
meaninglessness. There must be at least a modicum of reporting requirements and
monitering in a program that spends over $100 billion federal dollars. The NGA
resolution expands federal funding and reduces ongoing congressional and executive
management of the program.
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FEDERAL CAPS AND STATE MATCHING REQUIREMENTS
UNDER THE GOVERNORS' MEDICAID PROPOSAL

by Richard Kogan

Om February 6, 1996, the National Governors’ Association (NGA) endorsed a
proposal to redesign the federal/state Medicaid system. This paper addresses only
one aspect of that proposal — the combined effect of capping federal payments and
reducing state “matching” requirements. It concludes that tutal Medicaid funding
could fall below currént-law projections by as much as $300 billion over seven years,
with at least 70 percent of this potential reduction reflacting cuts in state Medicaid
funding.

; . Current Matching Requirements

Under, current law, Medicaid is funded jointly by the federal and state
governments. The federal government pays each state a fixed percentage of its total
Medicaid costs and the state government pays the rest. The federal fixed percentage
is called the Federal Medical Assistance Percentage, or FMAP. The FMAP for any
given state is a function of state per-capita income; the pooter the state, the higher
the federal share and the lower the state share. State shares must not exceed 50
percent for the richest states or drop below 17 percent for the poorest. On average,
states pay 43 percent of total Medicaid costs.

Consequently, if costs rise in a state for any reason {e.g. more people enroll in
"Medicaid, providers raise their rates, or the state expands its add-on coverage or
benefits package'), then the federal government pays at least 50 percent of those extra
costs. Likewise, if states reduce Medicaid costs, the federal government receives at
least 50 percent of the resulting savings.

The NGA Propoesal
The NGA proposal would change current Jaw in three fundamental ways.

. . The proposal would "cap” federal payments to states; there would be &
litndt on federal costs no matter how high actual fota! costs are. When
g federal costs are capped, a state can draw down the full federal

§

' Ondy 45 percent of total Medicaidt costs resuit from federal coverage and benefit guarantees; the
rest result from state decisions 1o supplement coverage and benefits. The federal government makes
marching payments at the same raté zegardless of the source of the Medicaid cosis.

:
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payment to which it is entitled by matching that 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.’

x) The NGA proposal would reduce state matching requirements for at
least 25 states, and perhaps more. The NGA said, “A state’s matchin
contribution to the program will not exceed 40 percent.” Currently, the
twelve wealthiest states pay 50 percent and another thirieen 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 use 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 during the Bush Administration.!)

Potential Reductions in Federal, State, and Total Medicaid Funding

How déep could total reductions in Mediczid funding be, relative to current
law? First consider the effect of capping federal payments. If federal payments are
capped, a state might or might not choose to contribute more than is needed in order
to draw down the full federal payment to which it is entitled. In other words, a state

f

! The cap on federal payments to a state would equal the sum of A) the “basic grant” to the state
(base-year spending increased by a growth fortnula), and B) “umbrella” psyments to a state, intended
to cover any unanticipated growth in caseload {that is, any caseload growth that wasn't built into the
basic grant). The umbrella payments would be “guaranteed on a per-beneficiary basis. In short,
whenever & state is receiving umbrella payments, the federal cap will increase for each new
beneficiary. Theamount of the increase in the federal cap will be determined by some formula (the
NGA did not specify) rather than by the new beneficiary’s actual medical bills; therefore, per-beneficiary
federal payments under the umbrella would be capped at the levels spedified in that formula, rather
than being completely open-ended. Capping federal payments was the basis for both the Republican’s
budget bill last fall and the Administration’s Medicaid proposals, though in different forms. The NGA
has melded the two proposals.

* The Administration‘s budget plan does not include a reduction in state matching requirements.
Neither did the Budget Resolution agreed to by Republicans in Congress, but the Medicaid bill that
Republicans drafted, Congress passed, and the President vetoed did include reduced state matching
requirements. That bill reduced the maximum state share to 40 percent, as would the NGA proposal.
It also changed some factors in calculating FMAPs to reduce some states that had been above 40
percent to below it, and reduce 12 states that had been beiow 40 percent even further.

' The Administration’s budget plan does not change current prohibitions on the use of such
financing schemes, but the Republicans’ Medicaid bill would have repealed the prohibitions.
|
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. might contribute dollars for which it receives no matching federal payment. But there
would be no federal requirement for a state to contribute urunatched dollars to the
program; a state would do so only if its total Medicaid costs were greater than the
sum of the capped federal payment and the state’s matching contmbution,

But would states be free to reduce total Medicaid costs to a very great exteni?
The NGA would allow states to define “disability” as narrowly as they wished, to
define “benefits” for all beneficiaries as narrowly (and cheaply) as they wished, and
to pay providers ag little as they can get away with’ Therefore, ¢ach state would be
allowed to reduce total costs so much that the state would not be making any
unmatched contributions. In assessing whather states would do se, it is important to
note that the state treasury would get 100 percent of the savings from any such
cutbacks; the federal government would get none. This result differs from that under
current law, in which z state keeps at most 30 cents of every dollar saved.

This paper cstimates the maximum amount states could reduce thwir funding
oy cutting payments fo providers, by cutting benefits, and by cutting beneficiaries
where allowed) without their losing federal Medicaid payments.

i .

The second factor driving the potential cuts in state Medicaid funding is the
recluction in state maching requirements. To illusirate the effect, suppose the federal
payment to a state with a 50 percent match rate is currently $6 billion, In this case,

. the total Medicaid program in the state would be 36 billion provided by the federal
government and $6 billion provided by the state government. Suppose the federal
payment were capped at $6 billion, and the state share were reduced from 50 percent
to 40 percent (as the NGA proposes). State contributions could then drop to 34
billion and total Medicaid spending would decrease from $12 billion to $1C billion.

F— =

Example: Capping the Federal Payment; Cutting the State Share

H g - k3 { Eg E !
Federa! share $6 billion (80%) 56 billion {60%) [amount capped)|
State share $6 billlon (50%) $4 billion {40%)
Total cost $12 hillion $10 biflion

Thus, federal caps and matching share reduchions combire to allow very deep
cuts in state funding.

¥ The Administration and Republican Medicaid propesais would slxo allow states to cut provider
. payments fo the extent possible, and the Republican proposal would allow states to define both
benefits and beneficiaries i exceedingly narrow {and cheap) terms,

3
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The size of the reduction in state Medicaid funding therefore depends, in any
state, on the level of the cap on federal funds and on the change in the state matching
share. The federal caps are not known at this time, because the NGA did not specify
how tight the caps would be or how they would be caleulated for each state.
However, several governors suggested that total federal cuts should fall between $59
billion over seven years {the amount in the President’s 1997 budget) and $85 billion
over seven yetars (the amount in the Republican Leadership’s January budget offer).

On this basts, it is possible to caleulate the range of federal, state, and total
cuts in Medicaid funding. Assuming each state contributes just enough to-draw
down the full‘federal payment to which it is entitled, then —

. If the seven- -year federal cut were 859 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 5241 billion. The
c;ut would grow with each year, and could reach 19 percent in 2002.

]

¢  If the seven-year federal cut were $85 billion and state matchin
requirements were reduced as in the Republican Medicaid bill ?see nate
4}, states would cut $214 billion over seven years. The total seven-year
cu% would equal $299 billion,* and could reach 26 percent by 2002

Patential Reductions in Medicaid Funding
l {In billions)
|
! Minimum Maximum
Zyear  In 2002 Zovear  In 3002
Federal reductions (net) %59 11% $85 18%
State reductions:”
~ because of federal cap $ 48 $ 69
- because of FMAP reduction  $134 . $145
. Total state reductions $i82 0% 8214 37%
Grand total reductions® $241 19% © 8299 26%
H
* Assuming states contribute only the amount needed ko draw dowsn the maximam
fedcrz} payment to which they are entitled,

* ‘The level of a new “special” grant for undocumented aliens, also a part of the NGA proposal,
makes a small difference in the size of the cuts, because the aliens grant would be exempt from all
matching requirements. Therefore, if the ne! federal cut is, for instance, $59 billion but the new aliers
grant is $3.5 billion, then the gross federal cut is $62.5 billion. 1t is the gross cut thart triggers reductions
in state matching payments. An aliens grant of $3.5 billion was assumed as part of the $59 billion pet
federal cut and an aliens grant of $6.0 billion was assumed as part of the 855 billion net federal cut,
(83.3 billion was the size uf the aliens grant in the Republican budget bill, and $6 billinny was the size of
at Jeast one suggestion made to the governor.)

|
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Note that in each case the states would reduce their funding more than twice
as much as the federal government.

Matching with “Funny 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 cuts
in Medicaid resources could be even deeper than shown if states use funny money o
meet thelr matching requirements. And the NCA proposal would drop all exdisting
bars to the use of such funny money.

In the past, some states have used creative financing schemes to make
payments that they could call “Medicaid contnibutions” but that really were not. For
example, a state might impose a special “tax” on a provider of health care services to
the poor, and then immediately rebate the amount collected to that provider. The
provider and the state are in exactly the same financial posidon as if this back-and-
forth transfer had never occurred, and no additional medical services are provided,
But the state could call the rebate a “Medicaid contrdbution” and thus satisfy a
matching requirement. Congress largely banned such scam transactions in the early
1990s. (5ee attached text box for & fulier treatment of the issue.)

Date and Methodology

The current-law baseline level of federal spending in 2002 and over the seven-
year period 1996-2002 uses CBC baseline figures. Cuts are measured relative to that
baseline. Current law FMAPs come from GAD. The FMAPs under the Republican
bill were likewise from GAQ. (See attached table of FMAPs.) Baseline spending for
the seven-year period and for 2002 was divided among states in proportion to state-
by-stz;te baseline spending projections made by the Urban Insdtute in December,
1995.

It was assumed that gross federal cuts would be made across-the-board,
relative to baseline spending® and that the special payments {or undocumented aliens
{see note §) would be distributed as specified in the Republican bill. Finally, the
estimated faderal cuts in 2002 were taken from the President’s budget and the
Republicans’ January budget offer, respectively.

7 See The Impact of the “Medigrant”™ Plan on Federa! Poyments to Statz, Decembee 1995, prepared by
Johay Holohan and David Liskes of the Urban Instinute for the Kalser Commission on the Future of
Medicaid, Tabie 7.

 An alternative assumption, that the level of grants {other than for undocumented aliens) would be
increased acrogs-the-board relative to the Republican Medicaid bill, leads to results that am virtually
identical with those shown above in aggrogate, though the siate-by-state distribution of the cuts would
differ, ;
;
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Examples of How Special Medicald Financing Methods Allowed States
1o Draw Down on Federal Dollars Without Spending State Funds

The following example illustrates how these financing methods worked in the past:

Assume o state imposed a provider tax that was paid by hospitals and that raised $40
million dollars. The state then pays back to the hospitals subject to the tax $50 million in
disproportionate share hospital {("DSH") payments, which under the law are supposed to
provide additional funds to hospitals that serve a disproportionately high number of
Medicaid and low-income uninsured patients. If the state’s federal Medicaid match rate is
50 percent, it can claim $25 million in federal Medicaid funds based on the S50 million in
DSH paymmts to the hespitals,

The result" the hospitals gain Sii} million (350 million in DSH payments less the $40
million in provider taxes); the state gains $15 million ($25 million in federal matching
funds plus $40 million in provider taxes minus 850 million in DSH payments); and the
federal gwemmst pays £25 million without any net state funds having actuatly been
expended.

g - *
Michigan's practices are instructive. (Michigan is not the only or most egregious
example of a state that has used such financing methods. 1t is selected for illustrative
purposes because this example was documented by GAO and is straightforward.)

In fiscal year 1993, Michigan raised 3452 million through hospital donations, and then
paid the hospitals $458 milllon in disproportionate share {(DSH} payments, Based on these
payments, Michigan claimed $256 mn in federal matching funds. The net effect of
these transactions is as follows: the hospitals gained §6 million (5458 million in DSH funds
lass $452 million in provider donations); the state gained $250 million (3256 million in
federal matching funds less $6 million in net payments to the hospitalsk; and the federal
government paid $256 million in federal matching funds without any net state funds
having been expended.

When provider donations were limited by Congress through legislation enaciad in
1991 that became elfective January 1, 1993, this loophole was dosed. Michigan respondad
by relying on intergovernmental transfers and changing its criteria for dedding which
hospitals would qualify for DSH payments, a determination that former law left almost
sntirely to state discrefion. In October, 1993, it paid $439 million to the one hospital that
met it now D5H definition — the state-owned Unuversity of Michigan hospital. The state
clained $276 million in federal matching funds for this payment, but the public hospital
tetuened the full $489 million payment to the state through an intergovernmental transfer
the very same day the payment was made. Through this one transaction, Michigan
realivedd a net gain of $376 million in federal Medicaid payments, again without expending
any state funds. This practice is now aiso timited by Congress through provisions phasad-
in begxmg in July 1994

Source: GM) States Usr Tusory Approaches b6 Skift Program Costs to Federal Cowernment, August

1994,
z




stouTe Federal Medical Assistance Percentages (FMAPS)

¥ o Bugge GAD entimotes
@
Current law, 1896 est. Hepublican biil NGA 0% mazimum
Feders! Stae Federat  Bimte | | Federsl State
Alabama boB9.0% 30.% TZ.9% 27.1% 89.5% 30.2%
Alaaka B0.0% 50.0% 800% 40.4r% 80.0% £0.0%
Adlzona 83.9% M.2% 65.9% MN2% £5.9% 54.29%
Arkanuag 73.6% 28.4% 4% 25 9% TA.8% 28.4%
Caitfornia . 50.0% 50 0% 60.0% 4000 50.0% A0.0%
Coloruds i 52.4% £7.5% B0.0% 40.0% 60.6% 0.0%
Sonnstticyt i BRO% 50.0% BL LM - AG.0% 80.0% 43.0%
Usiaware | 55.5% 48. 7% 80.0% 40.0% 60.0% 40.0%
ne 50.0% 50.0% 80.0% 40.0% 80.0% 40.0%
Figrida | B5.8% 44 2% 65.7% 34.9% $0.0% £0.0%
Geanrgia ¢ 61.9% 38 1% 61.9% A% £1.9% 3BI1%
Hawali ; 50.0% $0.0% 50.0% 40.0% §0.0% 40.0%
iaho €8.8% N ‘58.8% 32% 68.8% I.2%
{itinols . B0.0% 50.0% ( &0.0M"% 40,0% BO.0% 40.0%
indiana | E28% YN A 6L8% 37.4% 62.6% 3T A%
fowa POBA2% 38.8% 64.2% 35.0% 84.2% A5.8%
Kanpas © 58.0% 41.0% 50.0% 40.0% B0.0% 40.0%
Kentucky 70.3% 28.7% 4. 7% 25.3% 70.3% 257T%
Loutslunas 71.9% 28 1% 77.1% 22.8% 71.8% 2B8.3%
Maing 533% 3B.7% 85.2% 34.8% 6§3.3% 35.7%
aryland 50.0% £R.0% 80,0% 40.0% 60.0% 40.0%
ssachusets 50.0% 50.0% 50,0% 40.0% &0.0% 40.0%
lchigan 56.8% £3.2% B81.2% 38.8% 80.0% 40.0%
Minnesota £3.9% A8.1% §0.0% 43.0% 800% $0.{0%
Mississippi 7R1% 219% £0. 1% 19.3% TH 1% 21.9%
Minsour o BY% 35.8% 82.5%° 39.5% 80.1% 35.9%
Moniana £4.4% 30.6% £5.4% J0.6% 65.4% 30.5%
Nebrasks . 58.5% A0,5% 60.0% A0.0% 60.0% 40.0%
Neveda . 50.0% 50.0% 60.0% 45.0% an0% 40.0%
New Hampshire 50.0% s0.0% £0.0% £0.0% BOO% 40.0%
Now Jersey ; 50.0% 56.0% 60.0% 40.0% £0.0% 40.0%
New Mexico 2% 27.1% 73.0% 27.1% 729% 27.1%
Haw York DOBOO% £0.0% £0.0% 40.0% 60.0% £0.0%
North Caroling , S4.6% A5.4% 64.6% a8 4% 84 6% 35.4%
Norihs Dakota TO88.3% J30.9% £9.1% 30.9% 89.1% 3.9
Ohls ¢ B0.2% 38.8% &0.0% 35.8% BO2% AWBR
Okiahama 'O89.9% 30.1% 54.0% 30.1% £5.5% 80.1%
Cragon 81.0% B0% E1.0% 38.0% &y.0% 38.0%
Penngyivanis - B2.9% 47.1% 50.0% 40.0% 60.0% 40.0%
Rhods Islang 83.8% 45.2% ' 60.0% 40,0% 84.0% £0.0%
Bouth Carslinm T0.8% 20.2% T4.0% 285.0% 70.8% 292%
South Dakoln 86.7% J3.3% &8. 7% 3B.3% B8.7% 33.3%
Tonneases : 85.6% 34.4% €8.6% 4.4% #5.8% 34.4%
Texas . 82.3% 3TT% 82.8% 37.3% 62.3% 37.7%
Man 73.82% 26.8% 73.7% 26.8% 73.8% 28.0%
Yermant £0.9% A9.1% 60.8% 39.1% 80,9% 35.1%
Virginis Gt.4% 49.6% 60. 0% 40.0% &0.04% 40.0%
.emingwn 50.2% 45.8% £0.0% A0 0% #0.0% 40.0%
est Virginia T3.3% e a8 75.8% 24.2% R.5% 6. 7%
wWisaonsin 58.7% 40.3% g0.0% A% B3.0% a0 0%
Wyoming 88 7% 40 3% 80.0% A0.0% €0.0% 40.0%
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CENTER ON BUDGET
AND POLICY PRIORITIES

February 14, 1996

GOVERNORS’ PROPOSAL COULD WEAKEN MEDICAID DRAMATICALLY
by Richard Kog‘w and Cindy Mann

The Mé&sc&zd proposal adopted by the National Governors’ Assgciation on
February & would likely lead 10 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,
including poor children over age 12 and some poor disabled individuals.

Second, even those who are covered could find their benefit package far
weaker than at present. States would essentially have complete discretion to define
benefits as they wish; they could establish benefit packages that do not come close
meeting mrrént standards and do not provide adequate medical care.

Third, the proposat could lead to an exceptionally large withdrawal of stale
funding from Medicaid. States could reduce state funding by between $180 billion
and $215 billion over seven years without losing any federal Medicald dollars.

The proposal also creates incentives for states to “game” the funding system
by making legal the types of sham financing schemes many states used in the sarly
19905 untl Congress banned them  As a result, the reduction in state Medicaid
funding couié be much Jarger than $215 billion.

In addmon, it appears that the federal Medicaid payments to states would not
be adjusted upwards if inflation turns out to be higher than currenty expecied.

The combination of insufficient funding and sweeping flexibility under the
Governors” proposal is Likely to prove combustible. The combined effect of the
reductions in federal funding and the increased incentive for stales 10 withdraw large
amounts of state Medicaid funding makes it likely that many states would use their
new-found flexibility to scale back benefits and coverage substantially. As a result,
the Governors' proposal would likely result in state action to deny coverage to
several million poor people who would recelve coverage under current law and to
weaken the benefits offered under Medicaid for millions who remain insured.

Some of the problems with the Governors” proposal reflect an effort o
undertoke the enormously complicated task of marrying a block grant and a per
capita cap in just a few days. It has serious deficlencies that Governors may not have

TT Morth Caphol Btreet. NE. Sulte 705, Washinglon, DC 26002 Telr Z02-408-1080  Fax: 202-408-1058
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intended or fully understood. It would weaken Medicaid far more than a number of
Governors who voted for it may have realized.

Covervage

Certain groups of people would be guaranteed coverage under the program,
including pregnant women and children under age six with family incomes below
133 percent of the poverty line; poor children age six through 12, and poor elderly
people with income and assets below the limits for the Supplemental Security Income
program. .

However, ather groups of people who are now guaranteed coverage under the
Medicaid program would lose that guarantee.

. Under changes enacted in 1980 with bipartisan support, Medicaid
coverage for children in poverty is being phased in so that by the year
2002 all poor children under age 19 will be coverad. The Governors
proposal would repeal the coverage guarantee being phased in for poor
children over age 12. This could affect poor children whose parents
work at low-wage jobs that do not offer health insurance for dependents
as well as poor children who now receive Medicaid based on their
eligibility for AFDC, Three million poor children over age 12 could be
denied benefits’ %ggwﬁse of this repeal.

k¢ 'f’t LI AR

. While poor pm‘;’:‘lé"”défiﬁe& as disabled would have to be covered under
disability. Each;stafe would define what “disabled” meant, and states
couid define t}usstﬁmz as narrowly as they liked. A state could, for
example, cover’ {miy‘ “disabled people residing in state institutions or
cover only pzwplg Whibse disabilities were life-threatening. Six million
people now areénirolied i in Medicaid because of their disabilities.

The Governors’, propz}sai does include a "set-aside” requirement that
would direct’: statﬁs o spend a certain percentage of their Medicaid
funds on the éis%led‘ Since, however, states can reduce overall
Medicaid expend;hzr% substantially under the Governors’ proposal (see

H

i

' The ser-aside requirement equals “90 percent of the porcentage of total medical assistarce funds
paid in FY 1995 fr persons with dissbiliies” For example, U 28 pereent of wial Medicaid spending
in a stote in FY 1995 were dovoted to the disabled, thwn in hature years at least 25 peraint (90 pertent
of 28 percent} of Madicald spending would have to be earraarked for the dissbled. {This cxample
used because nationwide 23 percent of Medicaid spending in FY 1995 was devoted to the disabled.)
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unding section below), spending on the disabled in 2002 could be 38
pe{c:ent to 43 percent less than what would be spent under current Jaw.’
|
: A Guarantee of What?

Some of the people guaranteed coverage may find the guarantse a hollow one
because the proposal would repeal virtually all federal standards for the health care
services that must be covered under Medicaid. Federal law would simply contain a
list of areas in which states must offer some services, but with nto rules, guidelines, or
standards 1o assure that the services are minimally adequate.

Thus, states would have to offer some hospital care, physidian services, home
health care, laboratory services, and other specified benefits. But what hospital care
or physician services must be covered would be left énfirely up to the states, with no
minirnum standards set. A state could offer only the most skeletal of benefit
packages. '

For emm';:ﬁe, a state seeking to reduce state funding for Medicaid could
impose annual or lifedme limits on hospital utilization by limiting toverage for
hospital care to five days per month. {A state even could guarantee only a couple of
days of %‘;.::«Spital' care in the case of a heart atlack.)

If mid- year fiscal pressures arose, a state could scale back the benefits
provided to new applicants compared to those for persons already enrolled in the
program. Large differences among states would emerge in the absence of federal
minimum standards. This would increase the risks of the “race to the bettom” that
many analysts have warned about

: ‘

The likelihood that states would take steps to scale back substantlally the
health care services covered under the program would be greatly enhanced by the
parts of the Governors’ proposal that provide incentives for stales to withdraw state
funds from Medicaid. These incentives are discussed in the next section,

Would Funding Levels be Adequate to Sustain the Program?

The Governors” proposal would allow states to reduce their own funding for
Medicaid sharply without triggering any further loss of federal funds. Under current
Jaw, the cost of ' Medicaid is shared between the federal and state governments in
accordance with “maiching rates” established by federal law. If a state’s matching
cate is st at 50 percent, the state pays half of Medicaid costs in that state, and the

? These porcentages are consistent with siates reduging uversll Medicaid funding by berween $180
biflion and 3215 billion over seven vears, as discussed in the funding section.

3
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federal goverrunent pays the other half. Under current law, states that cur Medicaid
benefits or eligibility to reduce state costs automatically lose at least $1 in federal
funds for each dollar they reduce state contributions.

By contrast, under the Governors’ proposal, at least half of the states would be
allowed to contribute 2 smaller amount of their own funds to receive the same
amount of federal funds. The result would be a reduction in the total resources
available for Medicaid services.

For the 12 wealthiest states, the percentage of Medicald costs the state must
bear would be reduced from 50 percent to 40 percent. Thus, 4 state that otherwiss
would provide $6 billion in state funds 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 [ 2 state took advantage of this change, total Medicaid resources in the
state would fall from $12 billion to $10 billion. {In addition, to the degree the federa)
Medicaid grant that a state receives is less than it would be under current law, state
funding could be reduced further, since states would have a smaller amount of
federal funding to match.)- :

The potential effect of these changes on state Medicaid financdng — 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 more than half of the savings from
cutting back on the health services for which beneficaries are covered.
Under the Governors’ proposal, states could in many circumstances
pocket all of the savings from such a cutback by reducing state funding
without losing any federal Medicaid money. The finandal incentive for
_a state to scale back the services covered would consequently be greater
than in the past.

E The amount that states could reduce state Medicaid funding without
losing federal funds would range as high as $180 billion to $215 billion
over seven years.

. Since states could receive their full federal payment even if they
substantially reduced their own contibutions, many states are likely to
jump at the opportunity.

This $180 billion to §$215 billion reduction in state funding may be an
underestimate. The Governors’ proposal also would repeal federal rules that prevent
states frosn using finanding gimmicks that would allow states to receive faderal funds
without actually providing the required level of state Medicaid payments. These
rules were enacted during the Bush Administration in response (o state actions that

4



used gimumicks to circumvent the matching system. The reductions in state Medicaid
fundmg could be even larger than $180 bilhﬁn to $215 billion if states again begin to
uge such financing scams.

)

A finalfeature of the Governors’ proposal would be the creation of “umbrelta”
payments, under which federal funding would. mcz‘ease to cover unexpected costs
above the basic block grant. These payments &€’ Wé’udeé to give life to the principle
that “money goes where the people go” If designed cazxe::tly, these payments could
protect states against unexpected increases in mﬁatwn or in the number of people
becoming paar and qualifying for Medicaid. BT

}

While details on how these umbrella paymentﬁ would be structured remain
sketchy, it appears the structure may not provide the necessary safeguards for states.
In particular, 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 COS’CS to be higher than expected.

In 3:&:&1*3511 if improperly designed, a system to promde pxira payments
states for each additional beneficiary can be subject to “gamning” by states and thus
may result inisubstantial, unintended federal cost. . Froposals to provide federal
Medicaid payments on a per capita basis that the Clinton Administration, House
“Coalition” Democrats, and Senate Democrats have advanced all contain safeguards
against gamung, The Governors’ proposal, howa'ver, does not. It allows states to
extend Medicaid to categories of individuals: WHE cost:little to cover {because states
would be perimzzed to provide people with §kglet "bemﬁts) and then to receive
federal per-capita payments that excesd the cost n -vcavemg these new beneficiaries.

\.....

The manner in which the Governors hav M?szgned this proposal thus may
provide considerable fiscal relief to states but. causg_,i.he federal government to lose a
substantial g:azzm of the Medicaid savmgs ti‘xefprop{:sai 1% supposed to achieve.

1 Legal Protections Would. ke»ifndarmmeé

The Governors’ proposal also ends fzmziamental legal protections that are now
part of Medicaid. The plan would repeal the currént law that governs the Medicaid
program without specifying which parts of that iaw would be retained. Thus, the
proposal provxcies no assurance that provisions in‘€drrent law banning providers
(rom billing Medicaid patients, protecting beneficiaries from unaffordable cost-
sharing requirements, or prohibiting disarimination against certain groups of
beneficiaries based on their medical condition would be maintained. The proposal
does make clear, howsver, that neither beneficiaries nor providers could rurn to the
federal courts to endorce any rights provided under the new federal law.
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Beneficiaries?
E
OVERVIEW

achievable,

The Governory’ proposal refiects the
positinng of grly gne of the mergst groups in
ine Maodicald program controversy-4he
Governots, Not sutprisingly, the Govermars aesk
to maamize faderal funding while grenting
ihemsebves the Haxibility 10 cut thelt own
Medizaid budgets. Al the ssme time, tha
Gavernors want swuch more contol over the
program's gparalions. in geseding hose
migredis, however, the Governors’ proposal
signficantly wagkens the progmm's hisloric
proteciions for iow- and moderatavincome
puonle whs depengd on Medionid tor their health
nare. # will als0 enabie state governmernis fo
suace ;their figoal obligalions under the program,
resulting in signiticant eutbacks of service 1o
g}ra;zraém e nelicinies,

The NGA's desctigtion of the proposs!
ookits hat # “guaraness health care 1o our
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A Pubtilcation of Fomilies USA, Febrevory, 1¢

What Does the National Governors’
Association Proposal Mean for Medicaid

n February 6, 1996, the National Governors' Association (NGA)
unanimpusly approved & compromise proposal 1o restructure the
Medicaid program. This proposal has heen hailed as 4 breakihrough
that could breathe new life into the stalled federal budget negotiations hetween
the President and the Congress. Medicaid reform has been one af the most
contentious issues helween congressional leaders and the President. Thus, the
compromise proposal raised %}or::esj that a federa! budget agreement is

\
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[ ]
Ail guarantees of
meaningful coverage

will be eliminated
|

st needy citizans.” BUT g ravisw of the plan
belies that agsertion. Significant numbers of vany
vuingrabie grouns will ise axisting of futire ;
coverage~inciuding Deople with disabilities,

seniors, Gder chiidren, und families receiving
public assisiance. All gurramees of meaningtul’
coverage will be eliminated. New and |
unatiordable cost-sharing requiremenis may be
impossd, Federal slendaras for guality of health
ware will e nulified, And the ability of program:
beneliciaries 1o anforce remaining rights witl be

waakened,
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{nger the Governom’ proposel

® Willons of Amaricans witl be in jsopardy of
H .
lusing coverage, in particular

P

W children aged 1318,

;I senior gitireng with incomas above the
meager fadersl Supplemental Securily
income {581} lavel

n hose with high medics) bifls:

fx some parents who recahve Aid 10
Families with Copendent Children (AFDC):
ang

tﬁ peaple with digabilities.

] Th;%zse who ara covorny will iose the

% -
puaraniee they have Inday o meenngiyl
nonatits.

B Lov-income and vulnerable Americans can be
forced 10 pay high out-ol-pocket charges as &
condition of receniag care,

| Dyisting tederat guacanions that high-guslity
cara b provided will be alimingred.

M Federn! nursing home quahty maonitonng will
be iarminated,

W Beneticiaries will lose thoir ability 10 enfores
whaleve: rights {hey siiil have in federal court

X rzoy states will be ailowed {0 (aduce their
spanding on Medicsid benstivinsies, and all
siates will be given sufficient Hexiniiily 1o "game"
ihe melching tund raduirenient,

The (ollowing is an in«Gapth analysis of
gspecilic sspects of g plan. This peper atlempls
1 gogwer crucial questions in order to
gnserstang how the NGA propossl will work for
menslinries. The skeichiness of the proposad,
nowever, [esves maeny Questions unanswered.
More delails must be provided by the Governorg
beloce the true impact on bhenalicisries can be
as8e558C,

MEDIC A&ALID

Sectiont
MEDICAID BENEFIYTS COULD BE
DRAMATICALLY REPUCED

The Govsrmors™ proposal requires states 10
provide the Iolidwing banglitg 16 groups tha‘:; e
*guatgniead” Medicgis oliginiity (sea Section )i
e ligt of gusranisotd oroupsh:

Inpatiant and oulpatient hoxpital
services; physician sewmviges; prenatal
carg; nuzaing laciity serviges; homs
hegith care; lamily planaing sarvices
and supghies; abarsiory and xvay
saodces: pediaitin gad tamily nurse
practitiongs BENVISeSs; nurss midwile
services; and Eariy ang Periodic

Screaning, Dlagnosis sad Treatment
{EPSDT) services (alihavgh the
freatment mandale is redetined so that
sintes nopd not cover iregiment for 8l
sonditions]. |
This ist of benelits appraximates those;

that states must now preavide under Medicaic;:
aw, with the notabie gxcenticn of sarvicas ai
tedarailvqustitied health santers and rurel héaiib
eliricy, However, the st of reguires bensfi{s]is
vintually maaningiess becauss the Gavamcfsi‘
proposal gives states toisl discrotion aver th:s
armount, duration, 8nd scape of such services.
For program beesliciaries, this reises tha
toltawing problems:

No Guarantes of Suffivient Benefits: i.iéué{af
surremt Madicald law, stgtes are required io

provide Medicaid services "sulfician? in amouynt,
duration, or scope of such services to ;
reasonalbly achieve their putpase.” The
Governarg' propasal alimnsgies this :eaﬁiremiem‘
Withedst i, states can arbitrasily fimi the levelol
gerviogs provided. For example, stalee cas 2

|
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.sry ihe hospitel services :equlzemaaz by
previding & very fimited number of zovered
nospitel days per year-gven &4 lifths a5 one day
& year, Wihoia “amauni, d;;{zz‘xan. ant soape”
projeciions, benelicieries have n¢ gssurance that
the henolits packags offered by thelr state will

ne pven minimally adaguale .

No Guaurantee of Equat Trsatmoent:
amaunt, duration, and sccp[a" protections alsa
ensyre that a spesiic service will ot arbitrarily
b roduced besauge of g patient’s liiness,
diagnosis, or medical condition, All guaranteed
beneficisrins, under current law, Must recehe
*camperable” bensfis fof comparabia medical

- need. This toe appears to be rapeaied, leaving
states free to offar varlous levels of benefiis io
individuais with ditfarer? medical condiions.dor

gnne, oifaring extensae savices for someone

q; tancer and lew sarvices iy someone who

has sickie ceff anemin or AIDS.

No Guaramtae of Comparable Services
Within States: The currenbréguirement that g
glliar benelbs package be offered Dunughount
edach state sopears to be rapaaiad. Thig couly
resull in ruzat countlon gotling fawer gserviges
than urban counties, ior example, Slates can
sroveide an expandsd benefits packags in
sounties where 1z ipcal government Is able to
contribuis 1o the cast of pioviding the added
benefis, 30 ihal richer sounties can ofer more
besefits than poorer counties, Or there 2ould be
# “race 1o the bonom® among counties. [t would
gven he passible lor Qoverners and state
legisiatures o apportion Magicatd funds and
gorvices using ingppropriaie coriteria, such g

moal tevoritismn hased on the pady foyaitles of

aunty and city ofiicials.

No Guarantee of Senefits All Year Long:
There i§ ng Quarsates thal a giate will not cuy
back on banelits it the money runs oull in the
middle o the yaar. If ¢ giade rans out of
monay-bicaise nflation grows mors guickly
than expected or the mix of sarvices becomes
mate expansive than initially predictedsdhe glais
will not be gllowod 10 draw down ladaral
‘umpreiz funcs® (see Saction Vi for explanation
ot the umbrella fund). The fear that gtates might
i ot of funds i legitimale—wilngss the recent
giscovery by the Medicare program that ¢osts
had risgn higher than expesied dua 1o mgre
ingatient hospital days than predicted. # this
sHuation ogpury, siaies wil have efhar to pay for

-thoge servicgs with state doilers or 0 stop

providing them.

Ne Gusrantes of Medicatl Treatment for
Stek Childrew: Lnder current Medicald law,
siales are requited 1o provido lzeatment 10
children for health conditions ientitied throughn
periodic sureenings, svan i the gervices needod
are ag? covered for edults, The Qoverngcs’
proposal eliminates thiz requirerment, As a resul,
a Medicsid provider could screen 3 child snd
disgnioss a serious iliness, then have 10 gl the
femily that the state will not pay for the
necessary traaiment.

"Opticnal” Benefits Threcatened; All siatas
ara curranty Able to offer optional services—
including prescription drugs, olinic zenvicses,
progthetic devices, hesring aids, ayagiagsos,
and dental care—ang recaive federal matching
funds, Many siatex are already redocing twse
benelig, in the face of inevitabio federst gad
state funding culs {see Section Vi), aptional
sgrvices will be exceedingly vulnerabie,
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?En sum, the slimination of federal henelits
staad;aw& together with redyced Medicsid
funding, will deny any meaniagiul guaranies of
heaith security 10 those seniors, children, and
persons with digabilities who retain their eigit {o
Medicald serviges under thls praposal. Without 8
basic hanelits s1gndard, stales may lear that &
tichier benefity package will sftvact older ang
sickes populatinns who are more kkely 10 neey
zosthier care, This will give sigles an incentve io
engage ir 8 “race o the boliem.”

Section I3

MILLIONS OF MEDICAID
BENEFICIARIES COULD LOSE THEIR
COVERAGE :

The groups that are gusranteed sligibiity
under the NGA propossl includs:

| & Pragrant women with incomes g o
1133 parcent of poverty ($16,745 for a
 lamily of three);

' & Children hrough age six whose famifies
. have ingcomes up 1o 133 percent of

: pavedy,

| 0 Chiidren through age 12 whose fgmiiias
: have Meemes up to 165 percen! of poveny
; {312,580 for g lamily of thrae);

; B Bgnole with disabliities (as delined by

) the gtate); ang

f ¥ Eiderly parsons who meet 551 eligibility
" stangards {38640 ot a single persen of

' $8460 for a couplel.

White this list inclutes many of (hosa who wra
currémzy ss6Ured coverage, there are # nombar
ot QrouDs that are .no Isriger, guaraniead
cavc;rage:

H

|_
Poor Children Aged 13-181 Poor children

aged 13 through 18 are currently scheduled 1

be phased in tor mandatory Medicaid covergge
from 1998 1o 2002, # is estimalud that, und?{
1he Goverasrs® proposal, over three million
ehiddeen will jose this guaraniea)

The Elderly Poor: Under Currant law, tow-

1

income seniors with incomes under 100 percant
I
of poverly can rely on Madicaid {o pay their

Medicare pramiums, deduttibles, ang
copayments. These seniors gre calied Qu‘ai&iied
Wedicare Baneticiaries (OMEBs) Today, seniors
whose Incomes arg helween 100 end 120
percent of poverdy can tely en Medicaid to oay
theirr Medicare premiums. These seniars arg
known as Specified Lowdnoome Medicare

Beneliciarigs (SLME), The Governors' ﬂmo?sal
doas regyire slales o coatinus 10 pay Meticae
costshaeing for QMBs. bt 2 i silent on the
ausstion of premigms tor SLMBs, appazent?‘g!
leaving states free to drup this coverags. |

The plan allows slaias 10 pay lows!
relmbursement rates 1o providers serving OMBs
than wouid be pald for ammer Madicara
hensticiaries, This ¢ould resul? in undesirable
outcomes. Provides coul discourage low.
income senitrs from using thet services,
ARtgrnatively, lowsinguma sosiors could be
required to péy the differance, Current iew
prohibits this practice, but this protlagtion
spparently it sliminated.

Elderly xw&a Horon Residenta: Ninety
parcent of olderiy ang disabled persons who
récetas nulsing boms care undsr gurrant %aaé
have incomes abave the $81 income standard,

Under the Governgrs' proposal, states will have
compiate Trexibillly to determing whal benefis

these poopds redeiva and how iong they wil
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we them, Cwrrently, these nursing home

regidants are coveiad al the e'pzim ot the slate;
however, f the state chooses to cover this
group, # is mequired 1o provige comprehansie
services el year kung. This will no wnger e
saguired unger the Gaverno l's‘I proposal

The Govermnoré' pmposa{ isghenton n
number & sratactions in durrent law for this
popuiation, They include:

® 30 assurance that the ‘spouse ol a
nursing home repidant can keep anough
incefss and assels 1o ve at hame {Known
&5 “spcysal imacverishment” protectony
£ o assurancs that adult children of
nuesing home esidents will not have 10
impoverish hemstlves 1o pay {or thwir
parenis’ care; and

& an assurance hat the state will not take

. the nursing home resident’s house orput &
ffisn on i canaio family memBers still live
there.

Peoplie With Disabiities: Hiales will be abie
16 sstabiish their ows delinition of disabiity,
Digablod persons who do nol quality under more
restrictive sigte gafinitions buz'cw:antty mest
{federa! guidelines will tose gusranteed coverage.
States couid decide, for mr;ame. that & centsin
disgnasis, such &3 AIDS, does not quaifty &
person as digabied. Or states could decide that
onky paonle who are bedridden qualily. A stats
that wanis io educe experditures can da s
ensily by narrowing the deﬁniti;nn of disabuiity,
|

Parants und Dider Chlldron on AFDC;
Under current isw, Tamilies who &g on AFDIO

» puiomatically eligibla for Medicaid benefis,

Sovarnors’ Praposs zziw._;s siates i choose

io sover althern !

|

B individuaiz or familles who mas! curren?
AFDIG Incame and resource standards
{however, stales with incoma standurdy
Righer than the national avarsge may Dwer
those standards 1a the naliona! average);
or

W inghdduals who ars siigidle for A now

walfars program &g delinud by the state.
{Jader ether of thesa scenarios, MERY PDarents,
primarity fow-ingame women, ang chilgren who
#r0 13 years or cider are likaly to (550 thelr
coverage, but & impossibie 16 astimate how
MEny,

The Govarnors' proposal appearestly
repeals the current uatform nules {or datgemining
whal constiivies %acéme {and, presumably,
resources. in the case of peopis with
disabiiities). Medicaid cusrenily rglies on AFDC
ruies for determining income and ssssts. Without
uniformn rules, slates wili make their e
choices, such 85 whal (neome iz count, ang how
1o trast ingome gvailable rom oiher tamlly
members. AS 8 resull, the same child could be
guaranieed eliglbility i ona state a0d npt ln
another,

Paople Qualifying Under “Qptionnl”
Coverage Categurins: Undor current law, a5
weit £% in the Governors’ proposel, sistes may
opt 1o gteng Medicaid coverage 1o other
specliiag groups of people hevond e
*guerantsed” populations. Under Surrent iaw,
these inciude persens whose madicg! expanses
sre 5o high thal they are left with littia monay for
basic fiving costs {the “medicaily nesdy™);
pragnant waman and childres up to age ons in
tamilies with ingcomes up to Y85 percent ¢of
poverty; and, in goms 5iai6s that do not heve p-
madicglly naedy program, nirsing o
rasldsnty who sould noi otherwise sfiord the
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cost ;Sf carg. More thanh one-sixti of all current
Maéifcaid veneficlaries, and 80 percent of ol
Medicaid nursing home patients, are in (hese
optionsat coverage oaloguries.

# tederal dolisrs 818 Qut and stales #rc
altowed to regduce theic sharas signilicantly, as

the proposel recommends, pressure will

increase to reduce the number of paople
covered by Medicaid, In the last lew years,
severa! states (Arkansgs, Floride, North Caroling,
Yarmort, and Wyomingl isduced Medicsid
gligibility in responso 1 stete budgelary
essures.

Qver six milfion gptional Medicaid
renwiiciaries nationally would be at great risk of
lcsing coverage. !‘wlore than one out of four
Meditaid beneficiaries receive optional coverage
in fireen states, Thase states are: Connecticwt
(42%); North Dakete (4 1%); Oregan (46%5;
Pennsyivaniz (40%) Massachusetds {3858y
Kansas (38%); Arizonia (38%); Virginia (35%;
Hawail {341 Manviand (33%); Blinois (32%h
Yarmont {30%); Arkansas {Z28%): Tennessae
{2?%}; ans New York (26%),

|
Reople With Incomes Above Poverty Bay
Galn Coverage; Under the Goversors’
propasal, 818185 may cover ny individual or
tamily (as Catined by 1he slale) whose income is
up to 275 percant of povany. This provision
aouid help sigtes cove! mors petpie who now
tank Iaccess 10 Madicaid or 10 drivals insurence,
suchj 85 non-disebled aduits. This would enable
states o reduce the numbar of people wha are
uninsured, a3 some stateg have giraady done
through thei: approved federst Medicald waivers.,
Ca the prher hand, § 5 possible ihat tegeral

Medicald tunds coulg be divernted 1o mest §
gristing stals responsibiiitieg-by Using mé?caid
funds 1o subsidize health coverage for &tamé
gmpiovers, tor examale. Such a diversion »\f'nuld
itkety resuit In 2 loss of benaelits for the amt}ia'a
current Medicaid beneficiaries since funds \;mutd
hava 10 be givaried from g linite pot of mon;cy
{zee Section Vi)

Soction I
HIGH COBAYMENTS MAY PREVENT
POOR FROM SEEKING CARE

The Governors' proposal apcedrs 1o repeal
wurrent protecions ensuring thag banaficiariel $
sen afford the eost ol medical carg, Withow
these vital negtections, states may raise oust-

sharing requirements, ieaving teneliciarias

H

ynabie o aford the cars they need, ;

Unatfordatle Cost-Sharing May Be
Imposed On Beneficlaries: Under currenlz
law, chiftizen, pregnant women, persans in
ingtitutions, and those recaiving emargancy
sersices may Aot be cherged premiums,
copaymenis, or gedustibles. All athe:
bensliziaries may only be charged nominal oost
sharng amountz. The Govarndrs’ proposs)
appearg o rapesl these protections.

Providers May Turn Away Benefictaries:
Under current faw, providers may not turn sway
beneliciatias It they do not have the mmgménz
a1 the time seevices ara raquasied. This §
grolectinn A0 anpakes 1o be repeaiod by itz%
Governers' propassh

|
!
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‘ﬁ&ars Could “Baiance BIll* Tholr
Patients: Medicaki currently requires haalth
zars providers 1o accept the Medicaig
reimburcemant fate (and any requliad
copayment) &5 “payment.in tull.” This protaction
glso appears 1o be repeated. In the abseace of
this protection, providers may charge
hangliclarias the ditference Between what
Medicaid pays and what the provider normally
charges. '

Stuties show that lowdngome persans
deiay of avoig geting the medical core they
need because of costsharing reguirements?
Thig reguils in the subsequeni.nged o7 moe
costly cars and drives ud Uogis i e long tun.

" Cost-shating protections and z;zahibit%ons against
bajancs bllling are essential elements of any
package which seeks 1 guarénzea Beaih

.erage tr low-income poputations.

Section IV '
QUALITY AND AVAILABIVTY OF
CARE JEOPARDIZED

Curcunt law Includes scovisions 1 protect
Medicaid benetivlanias agsiﬁsf panr Quality
heaith care. The Bovermors’ (oposel contsing &
number of tagtures that threaten ths auslily of
hazlth and isagarm cate,

Kursing Hame Quaily Standards: While the
nuraing home gualily standardys hat were
passed in 1887 appear 10 remain intack, federa
snforcement of thase standards is repaaled,
Unger eurrent law, states enforee these
standards under the guidance ang oversight of
the federal government, Tha Governors'

onsal Qives the states the authority to

stermine al! enforegment strategies.

Under currant law, staies must survey
nursing homes sanusily, uging ledors!
proosdures, Thesa procsdures lay it the stens
inspectors must ke, such 45 observing
residants, ialiking with family members, reviswing
medical records, aad reconumending corective
actions. States must alsa 8savey nurking homus
to investigale complnts by regidents, family
members, angd others. Last year, these glate
suUrveys uncovered sarious problams in more
than 600 nursing homes, inspeciors found
desths due 1o misuse of physical resteaints, drug
averdoses, and other problems, These
inspectians will a0 jongar be required vundet the
Governors' plan. )

History shows that, withey! iederal
ovarsight, siale enforgement of nursing homs
standards is episodic and Ingonsistent. In lagt,
the 1867 nursing home refonn law was enacted
sfter congressiongl bnarings expusad
videsoresd problams dus 10 ingdequaie siate
enforcement,

States do not Bave faws in place thal
adequately protect nursing hame rasldesis
through nursing home surveys and enlorcemaent,
The Nationa! Gitizens' Goalition tor Nurging
Home Reform recently examined tan slates'
nursiag home laws. Nine of those sintes did not
mee! minimum fedura! standerds tor nuging
Rame surveys. Enforcemant provisions in state
iaws vary dramatioelly, and states oltes do not
act when they Hind strinus ustityapiated
viglatigns®

Mannged Gare Protections: Dnder current
laws, states must seek walvers from the federal
government belorg requlting Madicais
beneticigries o enroll in managad caca. Thy
Governorg' propusal repeals this waiver process
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and, goparenty, all managed care consumer
protgctions ¢oncerning actess 1o quality care.
Without such protections, here witl be no
standards reparding gustitications of dotiors or
othet haalth groviders, na standards o angure
the! beneticlaries—especiglly ihose ia ruzal
areas-have adequate access (o providers, and
a1 Himite on the nurmber of bengliviaries one
managed cara plan cuuid serve.

A% steles move growing numbers of
Madicaid bangliciaries imo managed cura plans,
panicuarly vinerable sizabled and elderly
papuiations, strong cansumer protections are
vital, Withaui these protections, a:sfaia aould
irn ?fwe: mast of B3 Medicaly funding to oneg
privaie managed care plan. The plan co:.ﬁzi}zére
8 snz?ii nutmber of dottors 1o serve a jarge
aymber of patients, Evae if the plan provided
inadenquate care to bengliciaries, & could pocket
eaormaous profits, Audite have docementad many
abuses in Medicald managed sare plans in the
pasgi, including: soairaciors that received large
paymants but provided |tle sanvice to enrollees;
traudulent or deceplive matketing practices; and
tailure 1o grovide required sanvices, such &3
nniicﬁm imrnizetions.

Safoty Net Providers Threatened: The
Governors' proposal eliminates all health plen
and provider reimbursement orotegtions. Some
of z%x}se chanyges ecuid compromise
Benaliciaries’ aceesy o qualily care. For
example, e preposal eliminates the provisions
of current iaw thal assure exira junds for
hespilais serving a disprapaninnale npmber of
ipwafivome peopia {ihe Disproporignate Share
Hazqital. ar D08, program), Selely net hospials
in pommuniiss where meny dMedicaid
nene}éciaﬁ&s tive could be sgvitoly

F
H

i

k
I
compromised by the joss of this fending, }
Beneficiaries who dapend un thiese hospilels

may have 1% sufter from infaridr ceatment Qf!the
foss ¢of the fagility fram their Community.

H
|
Section V I
ENFORCEMENT MECHANISMS
LOMPROMISED §
The Gouatnomns' prohozal establishes r}ew
enforsement groceduras 1gr heneficiarias who
are inappropriately denied care. The proposs!
prevents indwidaals from brnging &n action zn
fagorsl court on any dispule over gligibllity oTr
benefits. Instead, a parson whoss fadera) ar}
other righis have besn vivlated will first have i
exhaust §tate administraiive appeals procedures,
then GO to state courn, and, finally, petiion m'le
1.8, Supreme Court.
This procass presents numerous obsiagies
for the individusl who iy denied coverage o7 i
secvices. First, i requires an individual to g ;
theotgh the entire giate heanng appeals process
before bringing his or her somplizint to glate
couti. Many siates have very siow and
cumbersome presesses which couid cause
eadous delays. Second, federe! ¢ourts sre the
usual and best arbiters of dispules over tadera!
law, and the state court sysiem is often ik
suuipped 10 deal with righis arising unger ¢
%565’3? law. Last, pven tha crowdes docket éf
thg Supreme Court, it is unlikely that the
sunrém& Court witt gram many patitions for |

review. A% & resull, there will be little ¢r no i
tedera! judicial oversight of vidlations of fedaral
Law,
The Governpry’ propusal alss givas new
auvthority to the Dapartment of Mealth ang g

i
¥

Humzan Sardces 10 bring an sction in ledara!

i
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‘n on behalf ot an individugl, Mowever,
becauss this is a new tunstior. for the

depariment, @ new enforcemant division will
_have to ba establishes. It is unlikely that the
depariment coyld devate suh’i{:};lent 1egources 1o
this affort at & time when its tunding and statfing
gra being redyced, 1

Tre individuai’s £ight to bring a lawsydt in
fedorsl court i5 & crucial matu:ra of the Moditaid
DIDQIEM'S GUArENIEes. A righffwi‘moxt &
meaningfut remedy is g hallow right. A
meaninglyt gueranice o covernde musgt

therefore include a tedeal private right of astian.

|
Section V1 :

HOW DEEP WILL FEDERAL AND
STATE FUNDING cws; BE?

certainty Over Federsl ;mesx The

eriors' proposat sets up our diflergnt pools
of federal money States can araw from, The first
two comprise a stara’s finile d;cﬁlar alforment,
fach sizte will receive & base amount
detecrningd by how much it spent I ke chosen
tasa vepr, plus a sscond amaunt that alfows the
5186 10 cover prpfaciad increéses i enroliment
grovah, case mux, and in{lazion;, The exact
formyte for determining these amounts isyelto
be decided. A third pool of maoney will go 1o
states that have high egel alien ang Natve
Amgrican populations.

Ths founh poct of money & B Now 50
calpd “Insyrance umbreatia.® 'i?zis tepresents the
kaart of ihe compromise reached by the
Governors, and—passibly dug o the tentative
nature of the ComMOmMise-is tfne tletgt cloar Bt is
supposed {6 provide states wi’ftz gxita funds

n there is unanticipatug growth in ¢ariain
q;u!ations qualifying ot cave{sraqex The
k

umireaiia fund covers gaar&az;eﬁ sepuiglions
and eptional eiderly snd disabled bansficiaries,
The funds ara avaitable to cover bath
Queranteed and eptional senvices for these
beneficinres. Optionally covered ehildmn or
farndlizg with incomas above ihe gusranteed
gilgibitity ingorne levels wauld not quniﬁy tae
umbrella payments. Exciuding childran and
families above guaranteed elig}ibi_lity levels is
froubling whan siates have experienced much ot
el soroliment growth in this catagary in recent
YRRIE, :

Warry questions remain about the
umbtrella funds:

o Wi umbrella money be avaliable for states

et expenience unanticipaled growth i inflation
or &n unanticipaied use of mors coustly services?
it not, the Drossurs on States 10 reduce Semices

wilt Insreasa. %

™ Witl umbiretia funds be avaiable ¥ the slate
Qovers more high cost seniors, for axsmpls, but
fower thah anticipated iower-cost people, sush
as chlidren? IT nol, the nressufe on siales in
etiminate eligibiity for highercost bangficiarics
will ncrease, )

& Wiit monay be avaitable if tha state wants to
provide coverage o new optione elderly and
disabled coverage groups thal it previously dic
not? :

& Wi money b'e pvaRable 10 cover @3 penple

who cualily because they are undar & naw

optional category of peaple whose incomes ace

below 275 percen! of povery? -

& Wil states Houre OUl waYS 10 “game” e
sysiern so tha! more money Hows 10 tham
without the guarantes that benaficiaries will
g¢t more or betier servicos?

The Governais’ progosal siates tal _

£
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'&ppr?miate provigions will be sstablighed to
ensure thal statay do not have access 1o the
vmbréila funds uniless there Is g demonsirsble

need.” Umil this language is clardied and the
unans;wered auestions are addrassed, it is
impassible to delarming bow much and gnder
whill Circumstances slalgs can 1o into lederal
umbreils (usds,

Thete is oo way 1o deteraming how much
!edera!_i savings the Qoverngis’ proposal will
pracuce. Dramatically difterant resulls are
possibie depending on how the detsils of the
funding mpchanism are dacited, A cenlrgl
quistion is when ang how 2an gislas Siaim
facaréi cormnisitions? The plan coultt Decome @
tlock Lgram with 8 smai rainy day contingengy
fund designed 10 be used Snly i ynusud
siroumstances. Altaematively, it could resultin &
tover :}i‘ mongy (o the siales el enabies siales
1o cover significant incraases in anroliment.

;

State Shars Is Hoduoed: The Governorg’
proposel woull lower the current cefling of §0
petoent I 8 Biale’s maiching peroeniage 10 40
pergenl. Todsy, states cuntribule between 22
garcent and 54 percent of Megicaid furgiing 14
draw down thelr tederal share. This ¢henge
woulth allow 25 stales, incluging such large
siaies as New York and Caliloria, 1o reguce
iheir state funding by as much 85 20 oerpent.
Protiminary astimates indicate that i a target ot
286 bililon In federsl savngs 18 reached, the
state match shange could resull in states
withdrawing 85 much as $214 dillion in state
Medicaid tunding over g sovenyear period.’

Btates Detormine What Counts As Mately
SI&(B% will also nave unlimited freacorm yoder
thig progosal 1o detgrming what counts as thieir

MEDLIC AID

matching dollars. Qurrent restrictions on orovide:
goaalions and taxes will be repealed, Congziess
anscied thase restriciions alter seme statss |
began io *game” the syslem lo minimize i?xezi‘{
own contributions. in the iate 1880s, several
giates asked Madicaid providers 1 make
“volualary™ coniributions 1o the siate; some

PO RRR )

states imposed specinl 12x85 on providers,

Counting this revenye lowards theyr share ci'
tpdicaid payments, siales drew grealer fegeral
matching payments. They then rgpakd the lexas
or donations 10 Meicnid providers in the form of
righer relmpyrsements, Siales thys increasef;d
their federal Medicaid matehing funds wlznoag:
spending 8y real stule-generatad teve nﬁas,l
This praclice is now limiiad ander ‘adara! [aw,

The tlexibilty to determine what counts|as
thewr mateh will aig0 allow gigtes 1 usa oihe}r
fedeznl tunds ey receive as their match, This
wilf mean that siatas may pend little of their
own tunding, Bt divert federal dollars received
throggh other programs from their intended
FEUERUE.

Finally, states could require Iocﬁl
governments to goalfidyte some or all of the
required match. Saveratl state government

oftigiale nave aiready propased “blogk grantipg‘
their Medicaid and/ar weltare programs (o facal
aounties. A Madicaid program run on & COUGEy—
by«<ounty basis creates an even gregler

likelihood af & "race 1o the bottem" ameng
counties leartut of attracting persons in the

|
guarenteed categorias who need costiier carg.
1

H
CONCLUSION

The Nationgl Governars' Association
prapssel 19 restruzture Medicsid isaves many
unanswared quastions, Becausg the granmaiz s
only an suiling of broas arses of agraement, <’ is

:
H
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.2’1 1o vastly differerst isarpretations, Indeed, 1
has been characterized by some in Congress as
very glimiigr 20 the MediGeant ock grant they
passed. Untll there ara more details, # will ba
impossibie 1o make 8 compieie gssassment of
the potential impact, !

Ngvartholess, 2 namberf of importan?
conclusions can be drawn. Same people who
ara now Assured coverage will fose that
puarantes, Vial fodetal consumer protagtions
related 1o Medicei managed otre and federal
enteroernent of nursing home standards would
be fogt under the Governars” prapasal. And while
proponents claim thal the proposal contalng a
reat guargnien of coverage 1o defined senvices
tor spectic groups, the reglity falis shon.

A re3l guarentee of COVEraQe must include
thrge important glements:

W Tha benafits packegs is meaninglul gnd
regponsive 1o medical neeads;

X Banefits are svaiiabie all year [ong, sad
neneficiarios can aitord them; ang

& Bensficiasies gre able to enfores helr
rights in federal eourt it & giate ilegally
denies them care.

The Govemors' praposal does not meast
this 1est. The pian doag not guaranize
mazaingiul healh coversge to anybody; ineteayd,
it provides assutances 1o Governas that they
wEl be able 16 cut (hwle stales” budgets,
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NGA Proposal
Coverage is “guaranteed” for the following groups:
s Pregnant women o 133 percent of poverty.

’ Children 1o age 6 to 133 percent of poverty.
. Children age 6 through 12 o 100 percent of poverty.

. The elderly swho meet S8I income and resource standards.
* Persons with disabilities - “disability” defined by the state,
. Medicare cost sharing for Qualified Medicare Beneficiaries (QMBs).
s Famiiics w%w meet current AFDC income and rescurce standards; or

states mzzv run a single eligibility system for those who are eligible for “new welfare.”
Coverage is optiqnai tar the following groups:
- All other current law mandatory and optignal groups.

» Other individuals or families as defined by the state but below 275 percent of poverty.

Major Coneerns

. Medicaid will not be phased in for children age 13 to 18 under 100 percent of poverty {as is
would oueur under current law)
» States can apply more Hmited definitions of disability than exist under current federat faw
. Medicaid “guaranteed” coverage does not extend to all digabled and Hlind recipients of 8Si
. States that reduce welfare coverage can thereby sharply reduce Medicaid coverage
. Wellarewrclated coverage options rematn unclear
o There is no requirement for Medicaid coverage for welfare recipients {ranﬁztxamng to work

. The 275% of poverty category would cover one-half of the total population of the United
" States
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F BENEFITS
é
NGA Proposal
» Complete state flexibility in amount, duration, and scope
. The following services are “guaranteed” only for “guaranteed” populations:
-Inpatient/outpatient hospital

~Physician
-prenatal care,
-nursing facility services
~home health care
-family planning services and supplies
-lab and x-ray
-pediatrie and family nurse practitioner
arse midwife services '
-EPSDT, with himitations on requirements for treatment
» All other services optional
’ Hroadened leng term care options
|

Major Conceros,

» Complete flexibility in amount, duration, and scope means states could sharply linit the
benefits recepits receive. Theoretically, amount, duration, and scope could be zero.
. It is not clear if current law Statewideness requirements will continue to exist. If

statewidness does not continue to exist, a State could offer reduced benefits packages in
¢ertains parts of the state.

. 11 is not clear if current law Comparability requirements will continue to exist. If
comparabiity 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 diagnosad with certuin medical conditions may go untreated (under current law,
children diagnosed with medical conditions must be treated).

» FOHC/RHC services are removed from the list of current law mandatory services. There are
no ather specific provisions made such as the transition funding poo! included in the
Administration plan.,

. Swatus of Vaccine for Children Program remains unclear.

. Mature of long term care option remains unclear

!
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f PRIVATE RIGHT OF ACTION J@ Q

NGA Prapi}sal:

. Basic design is 1o prevent individual suits on benefits in federal court,

v Individuals must exhaust state administrative remedies before going to state court.

. individuals and classes have right of action in state court only.

. After completion of state court action, can appeal to US Supreme Court.

. Secrelary can bring action in federal court for individuals not providers or health plans.

. No private right of action far providers or health plans.

Major Concerns

. No fcdc;*al right of action means there is no guaranteed enforceabls federal entitlement for
individuals.

. Absence of federal interpretation could create inconsistency across stales,

» State courts have more Himited remedics than federal cousts,

, Lack of federal enforcement by beneficiaries makes Medicaid unique among federal.
prograws -~ the only program with federal requirements and with no ability to enforee thern

* Appears to allow for non-enforcement of civil rights laws,

. Provider appear to lack any remedy if states do not pay for services rendered in good faith,

i



PRESERVING TITLE XIX
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NGA Proposal |

Muajor C{}memsl

Replaces Title XIX and rewrites Medicaid law under a new title of the Social Security Act

I f

Writing Medicaid under a new title of the Social Security Act means that critical elements of
current law may be lost,
Eiin‘z%mzi{zg Title XIX could unintentially lead to massive changes in long-established ways
of doing business -- which could lead to a Irage number of unintended negative
CONSCQUENCes,
Many issues —-¢ven those long scttled - 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 imporiant protections to States, providers, and
beneficiaries that the NGA proposal addresses inadegquately, or not at all.
States will have greater difficulty implementing Medicaid reform under a new Title.

-- States could face delays in creating new implementing legislation.

-- Development and issuance of new regulations eould reopen debate among

competing interests at the state level, leading 1o further delays.

- Programs forms, provider agreements, data systems, administrative systems and

certification procedures would need more extensive re-examineation and revision.

H
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% FINANCING

H
NGA Propasal
v i??immcingi still depends on federal-state matching; ,
. Minimun federal share of the FMAP increased to 60%, state share no greater than 40%.
. Each state gets a maximum federal allocation based on:

Base allocation: 1993,1994 or 1995, with adjustments to ‘correct for anomalies
Growth: supposed to account for estimated changes in enroliment, plus an inflation factor
Special grants (all federal): to cerain states for illegal aliens and THS and related facilities
Insurance umbrella: pdditional funds for states to account for upanticipated enrollment
--offers capitation payments for excessive enrollment of “guaranteed” groups and the
the optional portion of the clderly and disabled groups
-0l available without demonstrable need; states must use ather available
funds first
DSH funds included in base, no growth if more than 12% of total program expenditures
Donations and taxes restrictions etiminated '

!

v F
Major Concerns
4

¥

» Maximum federal allocation = Block Grant with contingency {und.
. Federal funding increases in an uncapped program; federal vole in program decreases.
. Base Caldulations are complex and arbilrary, 1.¢.:

--three year option will allow states to pick highest base year spending.
~adiustments for anomalies {criteria to be determined).
--inciusion of DSH in base creates inequity among staies,

. Growth calculations are not described in detail.
--hased on estimated enroliment growth, not actual enroliment growth
. Special Grants to states lack adequate detail.

--service definitions are unclear | e.g., "IHSrelated facilities.”
—-size of grants not specified (nether total grants nor per state grants).
--criteria for award also unclear,
» Insuracce Umbrella raises question about total funding cap v, open ended funding.
-unnecessarily complex if purpose is 1o achieve per capita funding,
-definition for “use up” available funds still needed.
-- States could potentially game the systen by underestimating growth to facilitate
access to fundy to unbrelia funds.
Scoring this proposal without additional details will be difficult,

H
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INSURANCE UMBRELLA w

NGA Proposal >
[
¢ The unbrella fund would make avialible to states additional funds to account for
unanticipz;iw:% gnrollment increases. '

--offers capitation payments for excessive enroliment of “guaranteed”” groups and the
aptional portion of the elderly and disabled groups.

-~ funds not avaduble withous demaonstrable need: states must first use all other available
funds.

Major Concerns

. The structure of the fund remains unclear: is it 2 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 cconomic rescessions or
demographic changes,

-~ [f the fund is open ended, then there is little control over federal Medicaid
spending and the Administration’s balanced budget targets will be difficult to

aﬁ?‘;eivc‘
i
- The fund ig unnceessarily complex if its purpose is to achieve per capite funding limits.
» The techniqual details of how the fund would operate remain uncigar,
’ Suates could potentailly pame the system by underestimating expected enroliment growth (o

facilitate access t© umbrella funds.
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. | PROVIDER TAXES AND DONATIONS

NGA Propasal }

. Current restrictions on provider taxes and donations will be repealed.
. Current and pending state disputes with HHS over provider taxes would be discontinued.

Major Concerns

3
» Federal expenditures could rise substantially because there are no protections against siates
using recycling schemes to generate excessive federal matching dollars.

» Real state expenditures could fall significantly due to the use of these recycling schemes,
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NGA Proposal

’ States can use “all available health care delivery systems™ without HCFA waivers.
States have no limits on the number of beneficiaries enrolled in any one network.

The staie plan and plan amendment process will be streamlined. ;

Federal intervention is permitted only when a State fails to "comply substantially” with

Federal law or its plan.

HCF A disallowances are commensurate with the size of the violation,

-

»

H
Major Concerns: ;

. Beneficiaries enrolled in HMOs may have no choice of managed care plans or doctors,
The Federal government could have almost no ability 1o oversee States’ uge of a significam
amount of federal funding.

There arc no detzils on how the state amendment process will be streamlined.

. There are no clear protections to ensure plans have adequate capacity or quality,
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§ PROVIDER STANDARDS AND) REIMBURSEMENT

NGA Proposal

States have complete authority 1o set provider reimbursement rates (Boren Repeaied).
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.

i
i
H

Major Concerns

There would be no supplemental funding to help FQHCs and RHCs transition away from
cost hased reimbursenient.

If states 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
Medicarg'and Medicaid.

Necessary protections for Indian Health programs would be lost.
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. NURSING HOME REFORMS

NGA Proposal |
E
- States are required to abide by the OBRA 1987 standards for nursing home reform.,
. States have the flexibility to decide how nursing home standards will be enforced.

) i
Major Concerns ?

. The entire set of 1987 standards may not be actually maintained, (The Conference
Agreement was described as maintaining all of these standards, but in reality repealed
several imporiant ones).

. The proposal eliminates the Federal role in enforcing the standards. Federal enforcement is

the key to assuring consistent quality across states. Without the OBRA 87 enforcement
rules, there could be great variations in enforcement and quality.



