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THE SECRETARV' OF Ht;;ALTH ANO HUMAN SERVICES 
WASMU"tGTOP4. C.C. 20201 

The Honor,able Georqe E. ,Pataki 
Governor of the State of New York 
Executive Chamber 
Albany, New York 12224 

Dear Governor Pataki: 

Thank yC)U for your Medicaid section 1115 demonstration proposal 
entitled "The Partnership Plan," which we received on Monday, 
March'20tho My staff are currently reviewinq the proposal in 
detail and will be in touch with State health officials shortly 
to beqin the evaluation process. 

P.02/08 

I understand that you have already responded to initial public 
concern~; reqarding the waiver by slowing down your implementation 
schedule and delayinq until January 1997 enrollment of some of 
New York's most vulTl,erable citizens. 

Based on my experience with other walver applications and my own 
knowledqe of the health care system in New York State, I wanted 
to bring to your attention some initial issues that will be 
addressed as part of this Department's review of your state's 
proposal. We will be able to provide a more comprehensive list 
of issues after my staff and r have had time to fully review your 
proposal.' . 

Even with full implementation delayed until 1997, we will need to 
examine carefully whether managed care plans in New York have the 
capacity to fully sustain such a broad-based expansion. I will 
be particularly interested in understanding how the State plans 
to monitor quality and effectiveness of care, and what systems 
the State will put in place to liIilit enrollment should problems' 
develop. We will also pay close attention to the treatment of 
the numerous chronically ill persons who will be moved into 
managed care. We will also want to evaluate very carefully the 
proposed programQs impact on the State's most vulnerable 
populations, particularly the frail elderly and individuals with 
HIV and other chronic diseases. These special populations have a 
great deal to gain from organized systems of care and a great 
deal to lose if new service systems do not have the sensitivity 
and capacity to deal with their very special needs. 
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In addition, we will want to ensure that patients treated by 
existing service providers such as public hospitals, community 
health centers and other essential community providers, as well 
as academ.ic health centers receive quality health care services. 
We will also want to consider the ability of· these institutions 
to continue to maintain quality workforces. The transition to 
managed care should give these institutions an appropriate 
opportunity to participate in the new system, as well as maintain 
their contributions to the comm.unity. 

Finally, it has been our experience that successful health care 
demonstrations turn upon a statets effective consultation with 
the public, including elected and appointed officials, 

. beneficia.ries g and all those in the New York health care industry 
from the desiqn throuqh the'implementation of the demonstration. 

We are looking forward to workinq with you on this proposal. If 
Commissioners DeBuono or Glass have any questions durinq the 
review process, they may contact Lu Zawistowich, Sc.D., Director, 
Office of state Health Reform Demonstrations, Health Care 
Financing Administration, at (410) 966-6649 or John Monahan, my 
Director of Intergovernmental Affairs at (202) 690-6060G If you 
have any questions, please do not hesitate to call me • 

...... _'-....., 

E. Shalala 
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6326 Securre:, BDUll'Y1lrd 
BantMore. MO 21207 

.. 
. BarbaI2 DeBuono. M.D. 
Commisllioner 
New York:: State D=partmcnt 

of Heillth 
ComiJrJg Tower Building 
Albany, New York 12237 

Dear Cirmmissioncr DeBuono: 

We an: pleased \0 have r~ New YOIk~I"leCtio111115 waiver proposal,. entitled 
'!he Partnel'1ihip P]an.'· and have distributed it throushout the Department of HI:a1tb 
and HWMIl Services for nMe"tV. To facilitate the review process, we are infollniag you· 
of 5CVCI1!i1 key c;oac:erns BDd'l8sua which bave been identified. You wiD be receiving 
an additional tist of questiom in early May which will provide greater dc1ail OIl these 
and oth.:r issues . 

. The key iunes are outIiDcd i:M:]ow: 

We understand tbat the State lias proposed to QP8nd ill cmretU 1915{b) waMr. 
It is not c1esr haw the State intends to incorporate the 1915(b) waiver ptog:rams 
that are either C\1TICJl"tJy operational,· or pend:iD& into II. 5tatewide 1115 W'IliYer 
ptoi~ The ptCl'p06Ol. indicates that these programs 'Will be subsumed. iDto the 
111S waiver program. but docs not specify how or ..men this wm be· accomplished. 
In tmrticuJar, it .is not clear when beneficiaries who ate ~ntly enrolled in 
managed care plans which are not selected 81 pan of the Sall~ prC)Curement 
pro1cess under the section 1115 demoastration will be tl1u:ISferred to sdec;ted ·plans. , 

We want to ell5'U1'e that the process for 5ubsuming the =osting 1915(b) programs 
inlO' the sectiOD 1115 waiver program is not dkruptm:tO the beneficiaries. 

We arc workiDg with HCF'A'*s Office of Managed Care to ensure: tbat issues 
COtlmtoD to both~, requem ate addres.s.ed conslstently. However, we do not 
ideliltify issUCl unique to the 1915(b) '!J{afveT request in this letter. The Office of 
Managed Care will address these issues as pan of its review process. 
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o Impl!:meamtioD Schedule 

New York is proposing to begin emoDment of certJrin eligible groups in NOYember 
1995. Although the State intendJ to phue in enrollment, the schedulf'., u outlincXi 
in tlle~ proposal. appe.ai:5. overly ambitious. particularly given the magnitude of the 
propc,sed program. We UDderstaDd that New York anticipates emnlIing 
apprc!Ximately 700,000 Home Relief and AFDCrelalCdil:u1ividuals into the 
program in Jess than one year from today. BetWeen the date that New Yark 
ObWlS approval for the section 1115111r"1l.iYcr, and the beginning of the Urlti.al 
euroUmenl, a wmpetitiYe ptoallement procea must be initiated, contracts \Yfth 
health plans must be IICC'iued, aDd approaches to maztetiDg and cmoDmc:nt must 
be a<lldressed. We must IUIUI'e that the program can be develoPed in the time 
fra.mr~ presented in tDc propoUl 

Issue!~ of apPropriate tiDtiDg, transition. aDd further development of the cxirting 
infraslructure (particularly for special needs populati01l5) mmt be considered, 
espec:ia.ny in light of the Governorts propou:d Medicaid budget cuts.. We will need 
10 8&a.nue tha~ a~te capacity and aca:.s& aist under the demonslnltion, 
panic:ular1y as the pi opusaJ acknowledges that the State C\UTently bas ageograpbK. 
maldfstrfbution of providers. 

Wee;noonrase the State to work with providers that have uawtionally served the 
Medicaid and lcw-mcome populatiom to ensure that there populatioDl haYe 
adeqimu: access to can:. under the demonsuation. It iI important that plans 
consider the role of these providers as they develop net.'lllOrkl. 

New Yark must also coDlider the systems modifications aDd enhancemeau that it 
must undertake to 8c:lapt to a managed care environment and insme that the 
systel:D bas the capability of generating requiredpenon-leuel eneount.erdata. In . 
additionw a realistic assessment Qf the time frames needed to d~op and 
adeq'uRtely test the 1I1Odi:ficd system's ability to collect accurate plan enrollment 
infor.rna1ion from the local department of social selYices oftieer., aDd to track aDd 
reccllcile capitariol'l paymenu to managed care entities throu&hout the State, will 
beIl4~. 

o B.d.:et N'etdnIlty , 

A D1:a:n'bet of preliminarY bs:uc& regarding lrudget neutraI.it¥ have been Jrltmtffied, 
and 'wiD requin: resolution in the course of revicwiDg your proposaL. First, 

. agrei~ment will ha~ to be reached on inflation 6u;tou to be m.cd to esti.l:n.atc what 
roltllr'e $pendins would be in the absence of theWBiver; our budget neuuaJity 
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I . 
disC\15Jioos routinely evaluate the appropriateness of' national. 'tate-pr~pOlcd; and 
other rates. Seeond, it is not clear whether baseline tmt estimateS in the absence 
of the wa.iYer reflect the current and pending 1915(b) and other ma.n38ed care 
ad:i'vity~ ~ we are oollcemec1 tbat New Yolk is pcoposing to incn:&SC!? 
Disjproportionate Shans HOIpital (DSH) paymentS at a rate that iJ hi8bet tban 
prqjectec1.in the absenee of the wai\ler. It is nat Clear bow New York will tract 
DS):-J monies that a.re .n::din=ded to the lI1B.Daged care delivery Mtwoda and ensure 
that me combined. redirected aDd residual OSH expenditures do DOt exceed 
pr~iedCd DSH C'.IpCndiblrCl in the ablcnce of the waiver. F"mally, we wDl a.eed to 
disc:uu hC'W Medicaid budget cub will affect budget neutrality C81c:u1aticms. . 

. 0 ~Ility AlI1II8Ilat Studant, 

We will want 10 ensu:re that tbere is an adequate infrastructure capabJe of 
providing contiDuDUS &J1:1aJjty assurance mcnitoriDg for an indivWl.'Ulh emoDed into 
the prognun. In pardcuJar, c:omprehensivequality assa:rance standards D'.I1lIt be 
developed to monitor the care that is. being provided through the special Deeds 
plam (SNPs) that are to be established for specific sub-populations (i.e.., SeriD1Jl1y 
and Penistetltly MemaJJy m adults, 5m0\lSly Emotiooany Disturbed c:hiIc:1renr aDd 
indiv.iduals who are HIV .. po5itive). Both the State Depa;rtmeut of Health (DOH) 
(thJ·ough the AIDS Instirute) and the State Office of Mental Health will be 

. deYclopiDg systems of qua1ily BlSunmt:e far the special DCCds papulations that will 
be offered services tlu'Dugh SNPL We wiD need 1IlOl'e iDfmmation regarding haw 
these effons wm be linked to avoid duplication and Cllsure ccm.sisU::±u::r. 

o EDf:oat!r Data 

We 'Will require detailed information about New York'S p1anI for coDec:tiDg the 
required enCOUDtGt data.. We must ensure that complete a:od accurall'! ellCOanter 
data is obtained, both to monitor the quality of care provided to program . 
emollees, and to 8S3aI the impad of the dcmomtratioD, N pan of the 

. independent evaluation that 'We will conduc;t. 

New York is requesting II waiwT of the IMD aclusiOD., up' to a tOl3l annuallinUt 
of 90 days per cnronee. . Wbile the Health Care financing A.c:imiWatnUion (HCF A) 
tec:lmicaDy cam:tat "waive'" the IMD =tlusion. it may authorize Federal ma~hing 
p~n:nerrts for 1MD residents that would oot otbef'\ll'fse be matchable. 1lLe State . 
sbould be aware that, while this authority has been ~ in order to permit 
mSitching paymenu for IMD sef'¥k.es. He: A bas limited such malChiDg to 30 days 
pet episodc, with an annual limit of 60 c:hrys. . 
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The proposal Indicates that mralI distriClS that .lum: partiBlJy capitated pI8.I11 that 
do llot provide phamJaq benefits may establish maJI-ordl:r ~llU for tbc 
pr~ision. of pn::ac;riptian druss OD a fee-for-tcrvice buiI. 'While mafi..arder 
arrangements for pha.rmacy bend:its are used widely) New York should be aware 
that it is ,ubject to dn1g, rebate and dIU& utilizaticm re"t'iew n:qu.in:mcnt5 undcrfee6 

fONlervice reimbursement. We will require additional information about haw drug 
bc.ndits wiD be offered in different partS Of the StalCt and how aazsa to mcdiQJ.O.y 
necc~ drug& fur aU tarseted populatioJll will be assnred. 

It a:ppem that enroDmeD1 ac:tMti", iuchxtiDg market:iDg and beDe:6ciary education, 
, pou'mtially will vary b7 county or region. Some counties Dr J'ejioo& may contract 
wit.l:t a health bc:ncfiIs manager to wdcttake a:::rtaiD enrollment ar:t.MticB, which 
could include ~ beneficiary questions, while ather laca.1ities may DOt. 
Re,~dlcs.s of the emoDmcnl procedures that are ~ we will want to emma that 
in&riduals eJipbJe for the ptogtam receive eoa:Iplete ad accurate mfmmatian on 
wbich to base their selection of health plan. We 8ft! panicularly cOllcznted about 
approacba to iufDI111inl penons elill"ble for emolJmeDt into SNPa of tb,eir 
enrioUme.nt options. ' 

o IbUII.I llteq1airiDa Clariflcatioa 

Fuither clarification will be ucc;aaary with TepId to stMmJ.1 issues. 

o New York City •• elfgihle populatiOt\ health care dcligeIy systa:D. and 
~ c:are market C'.ODItitute such 8 Iarp plop:rrtion. af the Statl!'. 
current and proposed programI' tlw the 01y mcri1s special fOalS. We wtlI 
need a New York Oty-fccused ~ of fundamenw components of lbe 
plan. related to d:alngin& uti1iza1ian. sorvioe delivery, maftBFd care capacity, 
and fkIanc:ina. ' 

o We will need adqiticnal informaticu about haw enrollmtnt into SNPs wiIl be 
opcratianaJimt; ba. the .needs of indMduaJ. eliJIDIc far cmoIlmeDt imo an 
SNP w:iII be addressed during the ,traDSi'dml period; uad hI;pw the neals of 
petlODl who may require access to servicea ~vailable tbtoagb both types of 
SNPs -wm be addressed, bath durinS the t:nmIitian periOd and tbrcuahout 
the d.emcmmaUOIl program. 
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o Then: is &ODIe c.oDfusian regarding the timing for iDclUrDOIl 'of the Home· 
Relief population ,as a a:weredgroup under Title XIX.. When we met with 
)'OIl an April 10, you indicated that New York expe.cu to receive federil 
matching paymcnu mr the Home Relief population 8.1 these individuals are 
enralled into manaaed care. However, the proposal indicates that the 
Home Relief papWatian 'Will. be cxm:red weier the Title XIX program, 
effedive July 1» 1995, suggesting that the State antU:ipatea receiving Federal 
DlStdliDg paymeut'S for thcae indMduals as of this date, regardless of their 
emollment statui, eve ~sh enrollD:tt!1ll for this group will be phased in 
mer a 24-IOOllth period. J[f this 11 your intentiCl'l, it ia nOl clear why Federal 
matching paymeDts fer the Home Relief populatinn should begin prior to 
their emoIlmeDt into managed eare. and haw this adYanc::c:s the goaI5 of the 
demOnstration. We vtiJ] Qeed d&rmca.tioD about ~ aspect of the proposal 

o At our meetiDl of, April 10, you indicated that indMduab who are el1gible 
. fur the Heme Relief program, yet are determined to be ."emplOJable," will 

be limited to receiving Home Relicf beDefits for a 9Q..day period, and will 
DOt be emolled iIrto the program. This is not addre&&ed in the proposal. 

Although there are additional iJsues that we ...m need to addres&, in order to expedite 
the revi~N of New York State', ~ request. we would like to begiD DOW to work 
with yow' staff to :resolve these major issues.. If your staff has any questioJ:u: COIlc:e:rning 
budget neutrality, Paul Bobcn it. avaDaD~ to assist them, and can be rcacbed at . 
(410) 96(~29. Debbie Va:o Howm i5 also available to~ provide aaist.anc:e em 
programrnatic issues. She can be reached at (410) 966-6625. 

We look forward to wortmg with you in resolving these issues. 

Sincerely. 

t2--~ 

/P Lu Zawistowich, SeD. 
Director 

. Office of State Health Reform 
DemolLStratioD5 

TorR P.0; 

TOTAL ·P.08 
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'TO "Laura l~ys'on ' 
FR:' . ,Chris J!:;!nnings 

MEMORANDUM 

RE New York State and Health Care 
cc: Paul D(~egan 

"', . 

,May 18,.1995 

, '. In preparation for your interview with The New York Times tomorrow, I am enclosing 
some background information on health care issues relating to th~ State of New York. 
Because of the, Medicaid budgetary politics at the national and state ltwel, your, discussion 
with the Timef~ Board'is particul,arly timely. , 

\ " 
~.: .:. 

, Also timely is yesterday's Medicaid state-by-state analysis released· by the Center on 
Budget and Policy Priorities; In it, a copy of which is enclosed,they conclude that New 
York would lose $19.4 billion (urider'Domenici) and $20.9 billion'(under Kasich) of 
Fe~eralMedifcaid dollars over seven years. Tomorrow, the Kaiser Foundation is scheduled 
to release theil' state by state Medicaid impact analysis; they too Conclude that New York 
would lose about $19 billion over seven years. This reduction in Federal health care 
'dollars would be on top of the'loss of incoming Medicare dollars; we recently estimated 
the Kasich,cuts would significantly reduce -- by $18.5 biUion --the amount of 

, Medicare lfund.s coming into NewYor~ (See attached~) 

It is important to note that Governor, Pataki's recent proposed cuts in Medicaid are 
, , creating ,firestorms of proteSt from' our traditional "baSe." Many of the inner-city nospitals 

and the unions: that represent them are claiming that the GovemoJ;"s proposals (they haven't 
even focused yet ,on the possible Federai reductions), could result in significanf layoffs, 
particularly in New York City.' Thiscontrov~rsy has already attracted the personal , 
attention/involvement of Harold Ickes and Donna Shalala. IIi short, there ar~' som~ major' 

:league politics here. As a result, other than discussiDg the macro issues of what the Congress 
, is considering vis a vis MedicaId and its likety impact on New York, I advise caution:in ' 

delving too far into the issues surrounding the PataldMedicaid cuts. 

Other background infonnation enclosed for your use/review include: (1) a quick 
summary of New York and the Medicaid program; (2) a broader review of general New York 
health care stats an~ reform status;: (3) some background information on the Pataki' Medicaid 
issue, with some recent correspondence from and to the, Governor, and (4) copies of some' 
recent New York Times articles on the Pataki Medicaid proposals. If you have any questions, ' 
please don't hesitate to call me 'at6-5560. 
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,;, .~ ~ . AND POLICY PRIORITIES 

May 17, 799fj 

, STATE IMPACTS ,OF THE HOUSE AND SENATE BUDGET PROPOSALS FOR 
MEDICAID 

By Cindy Mann and Richard Kogan 

Both the House and the Senate Budget Committee -would cut federal Medicaid 
, spending deeply. The cuts would grow over time, and the depth of the cuts would vary 
widely among states. , 

The House Budget Committee would cut federal M.edicaid payments to states 
$187 billion over seven years, while the Senate Budget Committee would cut $175 billion. 
B()th Committees would impose an aggregate cap on federal Medlcaidspendu\.g. Under 
the House plan, in fiscal year 1996 the federal government would pay 8 percent more than , 
it did in1995. Federal payments would rise by 5.5 percent in 1997, by 4 percent in each of 
1998-2001, afld by less than 2 percen't in the year 2002.1 ' 

, , ' 

The Senate Budget Committee would limit the growth of federal Medicaid' 
payments, other than disproportionate.share hospital ("DSH") payments, to 8 percent in 
1996,7 percent in1977, 6 percent in 1998,S percent in 1999, and 4 percent per year ' 
thereafter. DSH payments would be retained but frozen at i995 levels. 

Both Committees charact~ize their Medicaid proposals as only slowing the rate by 
which federal Medicaid spending will grow, a characteriZation that tends to obscure the 
depth of the cuts in federal Medicaid paymentS that states would sustain over time, 
compared with the federal payments states could expect under current law. Under the 
House propc.)sal, by the year 2002 the average cut would grow to 32 percent. The Senate 
cut is afmost as harsh; by 2002, it would reach 30 percent. ' 

The Depth eM Cuts Would Vary Among States 

The attached tables assume that payments to each state would be made on the basis 
of the House or Senate formula, using payments in fiscal year 1995 as the base. In 1996, 
for example .. each state would receive 8 percent more than in i995. ,This approach has 

lOne House Budget Committee document claims that "the increase in Medicaid payments woul<:J be 
restrained to 8 percent in fiscal year 1996,5.5 percent in fiscal year 1997, and 4 percellt a year thereafter." (The' 
Budget Resolution for Fiscal Years 1996-2002: Discussion of Policy Assumptions, House Budget Committee, 
May'W,1995. Emphasis added.) The Medicaid dollar figures in other Committee docltments make clear 
that in 2002, however, the cap would limit the growth of federal Medicaid payments to less than2 percent, 
not 4 percent.- ' 

777 North Capl.tol Street NE, SUite 705, Washington, OC 20002 . Tel: 202-408-1080 Fax: 202-408-1056 
Robert Greenstcin. Executive,Olrector 



been suggested byseveral prominent Republican govemors.2 Under this asswnption, the 
cuts would be substantial for all states. But the depth of the cuts. would vary widely 
among states, as the attached tables show. . . 

Under the House Budget Committee caps, 26 states ""ould lose at least one-third of. , 
their federal Medicaid payments by 2002. The largest cuts would occur in West 
Virgini.a (aloss of39 percent) and Florida, Georgia, and North Carolina (38 
perc~ent). In contrast, New Hampshire's federal payments would be cut only 10 
percent; every other state would lose at least one-fifth of i.ts federal payments, 

Under the Senat~ Budget Committee caps, 25 states would lose at least 30 percent 
of their federal funds by 2002. Federal Medicaid payments to West Virginia and 

. North Carolina would be cut by 36 percent, while Florida and Georgia would 
suffer cuts amounting to 35 percent. New Hampshire, in contrast, would lose 15 
percent.ofits federal funds, and Missouri and K~as would lose 21 percent and 22 
percent,respectively. . 

. The variation in the percentage cuts reflects the expectation that growth in the 
nu.i:nber of beneficiaries and in costs will vary from state to state. For example, sl.lribelt 
states, with growing populations, are expected to have faster beneficiary growth than ' 
other states. Over time, a state-by-state cap will bear less am:l:less relationship to current 
health care needs in the states. . 

A state-by-state cap also locks in place the inequit~ble distribution of current 
funding since all future federal payments are based on current payments. 'Medicaid 
spending per beneficiary averaged $3,900 in 1993, but spending per beneficiary ranged 
from highs of $9,700 in New HaII,lpshire, $7,100 in New York, and $6;900 in Connecticut 
to lows of$2,400 in Miss iss ip pi' and New Mexico, and $2,800 in California and Florida. In 
part, this results from the highly inequitable distribution bf DSH funds. . 

Conclusion 

'. Oaim~ that the proposed Medicaid cuts are orily slowing the rate of growth 
shoUld not obscure.the fact that the cuts in both the House and the Senate budget plans 
are very deep, and that these cuts will have a substantial impact on state budgets and 
states' ability to pay the cost of health care for d:1ildren, elders, arid disabled persons. 
Moreover, if 'the cuts are achieved through an aggregate cap based on historical spending 
patterns, the level of these cuts will vary among states in ways that do not reflect state 
health care costs over time. Federal savings and state fleXibility can be achieved without 
resorting to approaches that can lead to such damagmg and inequitable results:,' 

, ' 

2 House and Senate Budget Committee documents say that the distribution of federal funds among 
states could vary from the 1995 distribution or from existi'ng law. This analysis assumes state-by-state 
block grants based on 1995 payments to states, as suggested by some Republican governors; no specific 
alternative basis has been suggested. 

2 



HOUSE 

Assumed cap ==> 8.0% 

1996 
Total -2,939 

Colorado -35 
Connecticut -9 

Ohio -129 
Oklahoma -53 
Oregon 

. PennsylvanIa 
Rhode Island' 

Vermont ·5 
Virginia -69 
Washington -83 
West Virgina -83 
Wisconsin -51 
Wyoming -5 

Federal savings from cap'ping Federal Medicaid payment~ 
(using House Budget Committee caps. Dollars In mIllions) 

5.5% 4.0% 4.0% 

"1997 1998 '1999 
-8,368 -16,342 -24,882 

-164 -243 
-132 -220 

-32 -49 
-83 -128 -, 

-15 -31 -49 
-169 -302 -440 
.-206 -373 -544 
-199 -349 -501 
-145 -282 -435 

-13 ~24 -35 

4.0% 

. 2000 
-33,772 

-1 

-324 
-314 

-66 
-175 

·147. 
-98 

-69 
·572 
-716 
-647 
-597 

-46 

4.0% 

2001 
-43,712 

-199 
·192 
-129 

-1,934 
-578 
-465 

-1,648 
1 

-90 
-718 
-905 
-808 
-776 

-59 

1.9% 

2002 7-yr Total 
-56.569 -1?6,584 

-8,225 
-2,540 
-2,064 
-6,793 
-1 

-118 -378 
-904 -3.175 

-1,145 ' -3,972 
-1,008 -3,594 
-1,005 "3,291 

-75 -256 

%In 2002 
-32%-

-35% 
-25% 
-33% 
-34% 

-24%' 
·35% 

-20% 
-37% 
-30010 
-32% 

-32% 
-34% 
-35% 
-30% . 

-36% 
-35% 
-39% 
-32% 
-33% 



SENATE 

Assumed cap => 

Total 

Colorado 
. Connecticut 
Delaware 
DC 

Iowa 
Kansas 
Kentucky 
Louisiana 

Missouri 
Montana 
Nebraska 
Nevada 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 

Vermont 
Virginia 
Washington 
West Virgina 
Wisconsin 
W:yoming 

8% 

:'/996 -
-3,619 

-39 
-24 
-7 

-25 
. -22 

-12 
-11 

-151 
-54 
-47 
-86 
-18 

-6 
-75 
-95 
-91 
-52 

-5 

Federal savings from capping Federal Medicaid payments 

-rio 

1997 
-8,246 

-85 
-60 
-15 

-62 
. -47 

-28 
-25 

-344 
-119 
-101 
-233 

-41 

-13 
-160 
-204 
-195 
-121 

-11 

(using Senate Budget Committee caps. Dollars In millions) 

SOlo 5% 4% . 

1998 1999 2000 
-14,689 -22,514 -31,649 

-146 -218 -299 
-120 -201 -301 

-26 -41 -58 
-160 

-1 

-123 -207 -311 
-78 -111 -144 
-53 -85 -125 
-43 -65 -94 

-619 -960 -1,367 
-202 ' -300 -407 
-169 -246 -330 
-482 -794 -1,168 

-76 -122 -177 

-26 -42 -61 
-270 -395 -528 
-343 -502 -678 
-324 -465 -614 
-221 -353 -512 
-19 -29 -40 

4% 

2001 
-41,844 

-389 
.-431 

-77. 
-2'12 

-292 
-190 
-861 

-1,451 

,-428 
-181 
-169 
-125 

-1,813 
-544 
-422, 

-1.577 
-238 

-83 
-676 
-871 
-777 
-688 
-~2 

4% 

2002 7-yrTotal 
-52,!;i28 -175,088 

-483 
-565 

-97 
-267 

-373 -1,178 
-248 -756 

-1,076 -3,621 
-1,782 -6,320 

-2,278 ~7.532 
-643 -2.249 
-518 -1,834 

-2.009. -6,350 . 
-301 ' -973 

-106' -336 
-829 -2.933 

-1,073 -3.765 
-948 -3,415 
-870 -2.817 

-65 -221 

Percent cut 
In 2002 

·-30% 

-32% 
-23%' 
-29% 

-21% 
-33% 
-2()01o 
'-30% 

-29% 
-30% 
-31% 
-28% 

-27% 
-33% 
-33% 
-36% 
-28% 
-29% 



, " REPUBLICAN ))ROPOSALS ' 

,~OUSE: i, 

.' , ,Poli~y: ' States will receive a fi~ed pt beginning in FY 1996 " 
'Based onFY 1995federal expendirures, grown at: 

,8%' , in 1996; , ' 
5.5% _ ,in 1997; 
4% ,in 1998, and subsequent years.: ' 

, Federal S~~ings: ' , , Sl87biUion between 1996- 2002 ' _ 
$54' billion (30% reduction ,fromtiaseline) in 2002810ne ' 

Impact tOri NY: Kaiser CormnlSsion, 
, $19 billion between 1996 -2002: tbislisalmsot IO'Yo o(th~ total savings 

'$6 billioM27% reduction from baseline) in 2002 alone' ' 

1 : 

SENATE: 
Policy: States will receive a fixed grant .beginning in fY' 1996~ 

Based onFY' 1995 federal expenoitures~grown at: ' 

'S%in 1996; 
1% in 1997; 
6% in 1998;' 
5%fu 1999; 

, 4% in 2000 and subsequent years. 

"'TIds c~wouldapplytO non-OSH expenditures 
, DisproportionaieShare payments',would be frozen at 1995 levels. ' .. , , 

. ',. •• • '<' • 

Federal Savings:, 5175 bUijonb~~een 1996.:. 2002 , , 
',' , "" ", "1',' , ", 

$53 billion (almost a30 %.reducrion from baseline) in 2002 alone 
. " . ,'.' , ' .,."", .' 

" 
, " 

Impact on NY: ' KiU~erComniissio~:" , ", " , '",,' " , 
519 billion between 1996 ·2002: this is almsot U'Yo oftlictotal savings 
$6 billion (27 % reduction from baseJine)in 2002 alone' , . "'." ,,' 

, NEW YORK WAIVER GROWTH 
New York hasappJied for an i lIS waiver to,: 

o 
o 

.' " . 

Managed care for aU recipients except ag~d and instiruti:onaliZed disabled; 
New health plans for special needs populations .. , ." 

New Yl)rk projects its expenditure growth rate under (be waiver to by 11%. 

Und'::f ~!irher the House or Senate block grant proposals; (he federal expenditures to New York woUld grow 
at less than halfthe rate proposed under the waiver. This wo~ld make it impossible for New York to 
, run its, demonstration as planned. ' , , , :', , , " 

" 



New York 

Current activit;'~: ,Legislative leaders have signed on as sponsors of a comprehensive HMO "due process· bill. The 
. bill is aimed at i'orcing HMOs to disclose in detail information aboUt the distribution of revenues, the cla.i.ms denial 
rate, and results of internal appeals. It would also lay the burden of proof tlpon HMOs to justify their selection or 
exclusion of providers. . 

Insurance rt!fonn.s:(lliPP, 1994-95; Blue Cross/Blue Shield, 1994) 

Small group arid individual market refornis: (Enacted in 1992.) For firms with 3-50 employees: requires 
pur,;, community rating (rates vary by plan type and geographic location only); open enrollment and 
guaranteed 'issue for individuals and small groups .. Insurers are required to contribute to a reinsurance pool 
to help pay for high cost conditions such as AIDS. Another provision, which has not yet beenimp[emented, 
requires insurers to contribut~ to another pool which would be used to subsidize insurers with a 
disproportionate number of high risk enrollees. . 

1m pad.: Although the evidence on the effect of reforms is inconiplete, the NY Department of InSurance 
. cLUms that the average insurance rates did not rise dramatically in the wake of pure. community rating. . 

However, the average masks fairly wide swings in rates (older eOrollees generally received rate decreases, 
while :younger ones received rate increases). There is. controverSy surrounding the enrollment impact of the 
refomis. It appears that more high risk individuals gained aecess to insurance and that some low risk 
individuals dropped their coverage. There is some evidence that the reforms enhanced price competition and 
spurred increased managed care penetration. . . 

Other access measures: Child Health Plus - a state-subsidized private insurance program for uninsured 
low-income children under age 14. . 

Cost (:ontainment meastire;: New York has a multi-payer hospital rate-setting system based on diagnosis 
related groups (DRGs); Maryland is the only other state with a coniprehensive system [ike this. 

Medicaid: 
High disproportionate share program state . 

. Proposed Medicaid 1115 demonstration would place the current Medicaid population (except the elderly and 
the institutionalized disabled) into nlirnaged care programs. It would also establish new health plans to serve 
speciliJ needs populations. ! 

Proposed expansion of existing mandatory Medicaid Managed Care waiver to all of New York City. 

I~......,e Coverage. 1993 (March 1994 CPS)" State US. 

Employer~Sponsored Insurance' 57% .57%. 

Medicare 9% 9% 

Medicaid I II % 9% 

Other·; 8% 10% 

Uninsured l 
14% 15% 

EnroUment in HMOs (% population) (AARP, [994) 21.4% 17.4% 

Health Exp,enditures 



I 
Health Speoding Per Person, 1994 (AARP, 1994) $3,742 $3,068 

, ' 

I 
Percent Population with High Out-:of-Pocket Costs, 1992 (AARP, 1994) 9.0% 9.9% 

Medicaid Costs per Recipient, FY 1993 (HCFA) $7,049 $4,123 

Health Status and Utilizatioo'(AARP, 1994) 
I 

Low birth weight babies (%): White rate 6.2% 5.8% 
Black rate I 13.7% 13.6% 

AIDS ClILSe,!; per 100,000, FY 1993 I 88.4 37 

Hospital admissions per 1,000, 1992 137.4 131.5 

Emergency unit visits per 1,000, 1992 . 379.4 375.6 ' 

.. Note: Thes.e ca~!gones are muwally exclUSive. If II person has both employer-sponsored mSUfllOce and Medicare or Medicaid, then thaI' 
person is considered covered by employer-sponsored insul1lnce. If a person has both Medicare and Medicaid, then tha! person is considered 
cov~red by Medicare. ThU!, the Medicare and Medicaid counts do not match program data. Percents may no! sum to 100% due 10 
rounding. , '. 
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THE WHITE HOUSE 
Office of Media Affairs 

Contact: 202/45~7150 

Republican Budget Prop~sals: 
, A Broken Contract with American Families and their Paren.ts in New York 

Medicare 
, "The Republican budget is wrong for working families, it is wrong for the elderly, it is 

wrong for the economy and [think it is wrong for the country ... These Medicare cuts are ' 
being used to fund the crown jeWel of the 'Contract,' which is the huge tax cut for the 
wealthy." VVhite House Chief of Staff Leon Panetta, 5/10/95 , " .' 

Republicans are proposing the largest Medi~ cuts in history. The House 
Republiam proposal calls for $279 billion in Medicare cuts over the next seven years. 
This means that on average Medicare beneficiaries would pay $1,028 more in 2002 
alone and $3,447 over seven years. ,(This analysis assumes that 50% of the total 
proposed Medicare cuts would come from beneficiaiies and 50% from providers.) 

M()h~ than 2.6 million Medicare ~nrollees in New York would pay $986, 
more in 2002 alone and $3,423 moreover seven years. Overall, the state of New 

York would lose $5.3 biilion in Medicare funding ~ 2002 alone ,and $18~5billion 
over seven years. 

, ' , 

Tax.Increase ,'. ~, , 
Republicans are increasing taxes on millions of working families by scaling 

back'the Eath~d Income Tax Credit (Errq. The Senate Republiam budget proposal 
would raise taxes by $21 billion over the next seven years on more than 12 million 
working h01l1seholds. ' 

This would mean: an average tax increase of $1,506 over seven years on 
718,506 working families in New York. I 

, College C05:ts Increase 

By elilminating the in-school interest exemptio~ House Republiam proposal 
would raise, college costs for four million students nationwide by up to $3,000 ea~ 

In Nt~w York, 383,394 students would have to pay up to $3,000 more in costs 
for college lloans or 18 percent per month in higher repayments. 
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CHAPTER ONE' : 

INTRODUcnON & EXECUTIVE SUMMARY 

Ne~ York State operates ,the nation's largest Medicaid program, serving a population whose 
needs ao,d diversity are unmatched. With 3.6 million recipients and a program budget 
exceeding $22 billion, New York Medicaid spending is more than double the national per. 
capita expenditure and nearly equal to that spent by the 'lext two highest States together. 
Growth in state spending for Medicaid has averaged nearly 11 percent a year over the past 
ten year.s. The local tax base can no longer support this unbridled growth. and taXpayers 
have,lost confidence in the program's ability to provide quali~ ,health care at a price they Can 
pay. 

The State bas proposed bringing the Medicaid program into line with available resources, 
through a combination of program refoI'lIly service realignments, and reimbursement changes. 
Even with these changes. New York will still rank at or near the top in per capita Medicaid 
expenditures and will continue to 1ead the nation in ovetall medic:al assistance expenditures, 

The linc:hpin of New York's Medicaid refonn effort is the statewide Section 'Ill 5 
. demonstration project described in the follo'Wing pages. i This initiative reflects the State's 
firm beUefthat it can provide bener health care to its low-income,and disabled Citizens. 

, includir\g hundreds of thousands of poor children and pregnant women, in a more rational 
and COs.t-effective manner. This is to be accomplished by capitalizing on the competitive' 
forces in the New York health care marketplace and employing the principles of managed 
care. 

I ' 

, , Over the past decade. New York has developed signifi¢ant experience at the local level in 
managing the care of the Medicaid population. These local effons have resulted both in 
signfic.'mt savings and in improved quality of care for .beneficiaries. New York now seeks to 

, implement these reforms statewide, in order to constru~ deliver and finance a system which' 
will remain viable into the next century. l • 

A. Background and Policy Context 

Despite the large expenditure of public funds in the New York Medicaid' program, significant 
numbe:rs of Medicaid recipients continue to experience difficulty in accessing primary health 
care and many rely on hospital emergency rooms and outpatient departments for basic 
serviCl!s: Over the years New.}lork has irnplemented,~Wlyprograms in an attempt to correct 
this critica.1 shoncoming. Programs like the Prenata1 Care Assistance Program C'PCAP"). 
which provides comprehensive prenatal care and has improved birth outcomes for pregnant 
Medic:aid eligibie women. have made a difference for some individuals, however, they are at 
best a partial so]ution. A more comprehensive, all-encompassing strategy is needed to ensure 
that New York can assist its low income and disabled :citi2;ens in obtaining essential health 
care sef'Vlces. 

I-E 

" \ 
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The fittt step in thl, p1'OUS$ involws developing arallotW approach to purchuing health 
C3J."e smvicea all bebalfottftose for whom the State hu accepted ~lPon.sibruty. The CUtT"ent 
fee--for-aervice sYste:rn oflwllth care baI proven prob~tic. Inherent in 'the fee-tor-service 
model are £lrumcial m~which drive care de1iY~ to the more costly end oCme aervice 
continuum. bimbunemeDt for primary and preventive Qre in I ph)'lician'a offu:::.e - the mOlt 

approprlue and efficient site of care ~elivery for bf,sic services - is woefW!y low. However, 
given current budget coDditiO!lJ, improvtIIimlta in the It:vel'ofreimbursement for the&e 
Je:rVices can only be accomplished by re-alIoatinS existing proararn do1l1n. Such re.­
eJ1oelttiODl arc not cffcct1vcly~mpUahed within tiu= regulllWry model. and New York must 
rely marD heavily on m.arket forces to &ebieYa these ~oab rapidly. ' 

In re-1t:t'Ud.u%'ina ita Medi0a.i4 progrun.. New York p:roPoBCsU)'convcn ita dc:llYef)' ano 
fi.n.u1ci.ng system. whith is, ehlr:nacterized U ono inwhlch providers "do well by doing more," 
to orie in which pI"O'Viders are rewa.rcled for keeping patients hez1thy. thereby redUQCa the 
n~ for more itrvuivc and costly medical interventions. 'I'hrough the use offully-capltated 
managed c:are p~ the State lW.l e.tl.IlJl'e thJtt each'Medicaid recipient has a "medical hornet! 
and a rational way in whieh to obtain health, we service!. h1 return. they will be requited to 
ensure that each enroUee hu l J'rimary we J')tovfder, adequate aeceas to a fUll cominuum of 
quality health care and 24 hour aeceal to tmcraent ~d 1.ItSlntfy needed aarlicea. 

, ' 

NC'W York State's Medicaid populatloa includes wac numbr:rsof iadividuals with special 
health care needs. The State C1.I1'T'ently hu approxirr\&te1y 100.000 Medicaid reciJ)isntll with 
mY/AIDS, the largest lWlftber of any State.. Aaothcr 100,000 nM:ipientl are diagnosed with 
serious. mental DJn..csse& or behaviorally disttubaneas.. Sisnificam mnnben cf rec:iplehtl der 
from SUbSWlGe abuse. homelesanclS. and tuberCUIOslS. The program reform model P~PO$ed 
by New York thus includes sp~ia.I initiatives dirKted at meeting the needs of those 
individuals 'With extensive &I'1d ~plex needl, while at tho same time lQ~dAdDg othCB 
with demanda wbkh more c]osely mirror a traditional. eommereial.ly inJured pop~lation. . 

D. 
I 

, i 
I 

. The managed cue industry in New York State ha.s grown exponentially duriDs the past 
decade. In January i 984, there \'Ir'I:re & total of 13 HMOs opera.tlns in ~he State. with a tcttJ 

, enrollment of sliahtly mont than 1 millloli mdiYiCSuall; This number included lewerthan 
25,000 Medieald recipients. . . 

in 1985, e.omprehensive HMO regulation.a adcl.m~ certifiC&%iOD ofror-profit HMOs in New 
,.-.." York State for the ftrlt tim:. ~This opened tba door to aipcant marbt gmWlh. At muShly . 

the same time. the initial piece oflesisWion in New York'B ,eYolvirti effon to mornl the 
Medicaid program '\1IU e:ttJ.Cted. The Med.ica.id ~orm AI:A. of 1984 authorized and provided 
funding for the development and implementation of Prepaid Health Service Plant (pHSPa). 
PHSP, are gezwally formed by private not-far-profit providera, principally community-based 
organiution5~ to serve public usistance beneficiaries. PHSPs arc rt:qUircd to meet thcsamc 
feaerve requirementS and seneral fiscal solvency requirements as co~eJHMO~ 

1-2: 
i 



MRY-04-1995 18:45 IGR 

, p, 0/'< I' " 
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IUthoU,gb they truly begin operating with a lower leY~l Jr capit!lization than jJ genm..Uy 
required by an HMO. Li:keHMOs. PHSP, are fully upitl.tecI and. like HMO., they must 
demonstrate to the Suie Department of'Health that tbsy have comprehensive, accessible, 
provider networka; the capacity to provide ,integnlted and coordln!.ted care aero .. B. brqad. 
flPeotrum Qr seMOU; Ii fOnnal enroUee grlovanClO and complai:Dt resolution processj anel 
forriW ind ayBtem.atic ut.i11zation m'iew and quallty~pt'Ovemcmt progranu. 

:By .Taxw~ 1991~ with ~ ftUmbcr orHMOt and PHSP. already in opcnItion, thl: New York 
LegiJl.ature eDlCted legislation fc:quiring every WSS ~o dewlop a mJ.naged cue program in 
:its district. with the soal of' lm'olliDg SOOJ. oftbe Medicaid population over five :tW'I. 

Today, 30 eompre.hensiveHMOs operate statewide. CQmpl~ed by an additional n 
Prepaid Health Services Plans (pHSPs). serve almost S mllllon:New Yorkera.including 
approximately SOO.OOO,Medicaid recipients. Forty~three ofNewYork'1I !81ocaJ. distrieu , 
have ma.nago::ie&n! programs. with an additional S ~ I districts ready to lmplemet\t prior to 
the Start of this Demonstrttion. Thus. throughout the State, bothmanageci care planA and 
local sowmmems haw &!ready pmered sir-UBcani .-pe:rienee in ~8 Medicaid recipients 
through managed care. ' 

c. lIighUpti of the DcmOD .• ~tiOD ])alp' I 
, ' I 

i ' 
The New York DemollStr1.tion is a statewide initiative. All f11'ty-.aevc:n c:owniu and the five 
boroughs ofNIWYork City will bc involved m the refOnnPfOJl'lrtl. ' 

'I Vl1tUally an Medicaid re;ipicmti except tbose raving Ions term care a.ndthoACwho are 
dually eligible for Medicare 'tIriJl be en.roUed in fUlIy-~pitAted HMOllUld PHSPI. Theso ' 
plans will offer compreherJiive,befte£iu, with an orriphBSll on primat'y B.Dd preventive care and 
a..'"Ute care services. In leu 'populated a.reu of the ~tate that may not have, suffIcient, 
HMOIPHSP capacity (or fiJlJy-capitated pJ.am. the' State will use partially oapitated pIMS. : 

'. . ! 

In addition,. the State will contract With Spedal Needs PIID5 (SNPa) for the pl'OYision of c:are 
and case managemem: Se:rW:CI to pmotU infected with HIV and personS ";th AmS, and to 
Serious and Peralstently MenWl)' m (SPMI) adults an" Seriously Emotionally DIsturbed ' 
(SED) children. These SNPs will also Oe fully"pitated. The HIV/AIDS SNP will provide 
allcovcred services, including personal care and nursIng facility care. under a methodology 
,wlUch Ukes into account the degree ofimpaitmc::nt aflhe individual. A localllOeial ~celJ 
distrii:rt may choose between two modal! (or the mental health SNP t ba.sed on the Deeds of' 
that juriadi~n. Those woned in the erst model will receive all their health care, both 

, physiw and mental health. care, through these entities, In the second modcl~ the SNP'Win ' 
. provide oDly mental health benefits and will coordinate with the HMOIPHSP for tho 
provi3ion artho ba.s.ie ,health bet'1eGts, 

I 

Contract awards with ma:caSed care orga.nlz.&1J~n! - HMOs, PHSP,; and SNPs - will be 
basoo on !}everai fllcton inoluding quality of we, 'cost. and danonrtrated capacity to IIJIT',IC 

Medieaid c:Iiems, i.ncIudillS aP¢Qpriate geosraphlc distribution of health eueproYiden. The 

1-3 ' 
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St&te will implement contr~ atn.tegic:s me! poUcies apecl.fica11y duisnid to cncounBe 
Unbses between ~ care plaJu and ttaditiOl1&1 community r'sour~ such IS ~ool .. 
baed clinics ami federally .~~ health cemera. i 

· ., 

. Some aspcd& of the proposed piogram, moat notably eligibility determinations and re.­
determinations, wilJ ~ administered by the Local Department cfSoeial Services (LOSS) or 

· New York City's HumanResouree AdminiairatlOD (H,RA), 8.! they are today. In addition. in 
several key 1IfeBS, the Demonstration Project will give the LDSS or liRA various 
implementation options from wbich to cboo;e. Loea1. distrieu will select the health plw 
with whlch they wish to contract, based on loWly deve10psi aelD:tion criteria. from among a 
universe of plans pte-ioClM!lencd and designated by the State.' Local distriCts will also be a.ble 
to select rlu: model for providing mental health benefits to the . ~eriously and persistently 
mentlilly ill in their area.. Moreover, looal CommissimletJ will (feddc whether to ClU"J8 out 
school-based gencrJl &CUte care health s.c::rvices and continue to pay for this care on a fce·forQ 

servieebws or to i.ru;orpOralC this primB:y care in ~ "pitated plans. 

This Demonstration will d5Ye1op md tert mea.sures or r.ccess, processes and. O\l'Ccomes or 
we that are keyed to unique chanu:teristica Il1ld h~th problema or the Medicaid population 
for &ll type, ofmarsaged CIte pllJUl. The St&te Department of Health will monitor the 
provision of PrimarY and preventive we, trcatmettt of DlftessOI and disease 1l'I.~ tho provision 
of all other health c:llte In pnersl. Cognimnt agencies. including the AIDS Lmitute In the 
nepanmEll\t ofHea1th. the O.mce orMenW RetardAtion &rid Developmental Diubllitles. the 
Office of Mental Health,1ftd the Otfic:c of Alcohol'and Sub~ Abuae Services wm wark . 
with the Department of'HeaIth to promulgate ~cal stIlIdud, of' care l.n their areas of 
expeniBc and to monitor c.ompUance with tho. stmdards. 

D. Purpose and Value ofllle Demonltratl",1J 

· The proposed New York Demon8U'lltioQ Waivcr program offers the fe4oi:'al 89vemmant, 
through HCF A. the opportunity to implement comprc1umsive n:fonn of a progrlm that 
represanta nearly cne--fifth of all Medica1d program ~enditures nationally_ By worldns in 
collaboration with the Sta,,~, ReP A can snmrc the .publlc sipUicant saYlDga oW%' the cxi.st.iJ'lg. 
entitlement proJ1"lZll. while achieving subsu.nUal improvements in the ICCIU of acMCCl 

delivery. access and quality'of QU'C. , 
1 

I . 
The New York Demonstration Project also affords .tho unique opportunity to evaluate the 
bendits of serving luse Jl'oups of individuals with special health care need. UJ a maugd 
we environmem.. The fully capitated SNP model which .wW serve the HIVI AIDS Medlcaid 
population wru be uniqu~ in the country. Both orthe proposed. Mental Health SNP models 
offer unique medw:Wm:l..l to aeryO tho noecb of lCri~usJy mentaU ill and emotionally diltNbed 
POpulitiollB when they ate m .. phase ofthei.r ilines, requiring I hip intcmity oraervices. 

The remainder of this document describes ,in detail ,the proposed New York demonstration 
prosram,. idcnti.tled as The Partnership Plan. Chapter 2, ''Oemoo.stradonDe.sign,'' {j the heart 
orthe proposal and deacnbos in det.all the struCU:lfC of the program. elmpte' 3, ,"Program 

14 

, 
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Mminaistration and Management," sets forth .the p~opos.ed manaacmcnt and ,admillistrativc 
SU'Llc:tun:l for tho demonstration. Chapter 4, ~Bvalu&tion." presents a fi'amework for 
BttUcturing 8J1 evaluation to &lIeU the efFeetiyenes~oCthe demaMrltion·. de&lp and 
operation$. Chapter 5, "CUGloacl and Cost Estimates. '" present. cue10ad and colt 
piojeatiO~ with and Without the Seotion 111 S waiver, lIlld dcmonstratCi budget neutrality. 
Chaptlilf 6, "WaiYBl'SR.equested,"·list thoH aeetionJ of the SoeiaJ Scc:wity Act and 
accompl.llyins regulations which must be waivCci in order rC)f the State to implement the 
demonstmtion project. FiDaDy, Chapter '. "Disposition Of'Existins 81'Id Pending Waivers," 
cawosuel New YarkP 8 cumm.t and proposed waNer praJ~8 and how they will be afi'ected 
by the statewide initiative propoued in The Partnerihip Plan. 

-.. 

, . 

1-' , 

• 
I 
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, 

THE NEW YORK STATE PARTNE'RSHIP PLAN, 
I ' 

, Oil March 20, 1995, the State of New York submitted a section 1115 Medicaid 
demo~stration proposal that would permit FeqeraI fin'aqcial participation for a 
demonstration entitled,"ThePartnershipPlan." The State is proposing to move 
approximat.ely 2.8 million currently eligible individuals a,nd approximately 400,000 Home 
Relief (General Assistance) recipients from a primarily fee-for-service delivery system to 
a managed care environment ' 

! ; 

The New YorkState initiative incorporates three broad :{nitiatives as part of The 
Partnership Plan: 

• The transition of the State's acute care program from fee·for-servi~ to one of 
prepaid managed care. ' , : ' 

• The development of special needs plans (SNPs) t10serye certain sub-populations' 
that require intensive and heavily case-managed care regimens: . 

• 1lle conversion of the State's Home Relief population (loW income adults with no 
categorical linkage to Medicaid) to a: Federal Title XIX eligibility group. 

, i 
The State tmticipates securing Federal approval for the program in July 1995, and 
intends to begin enrollment, using a phased-in ap~roach. in November 1995. 

, r 

Under The Partnership Plan, New York state will procure contracts both with State­
certified H~alth Maintenance Organizations (HMOs) and State-certified Prepaid Health 
Services Plans (PHSPs). In addition, fully capifated SNPs will·be established for the 

. provision of care and case management services to indh.-:iduals who are HIV -positive or 
who hav(~ AIDS, Seriously and Persistently Mentally III adults, and Seriously Emotionally 
Disturbed (;hildren. . 

Managed care enrollees will be entitled to the same be~efits as are available under the 
fee-for-service Medicaid program and will receive a comprehensive benefits package. 
However; certain services, e.g. long term tare services, will continue to be provided on a 
fee-for-service basis. . : ' 

. , 
New York State is proposing to use $1.5 billion of its DIsproportionate Share 
Hospital allotment to fund coverage of the Home Relief population under Medicaid. 

, The State e~xpects to realize significant savings attributable to the managed care initiative 
over the 5-year demonstration program. . 

, 
. . ! 

The State expects a pending section 1915(b) waiver that would provide for mandatory 
managed carc enrollment for all AFDC and AfDC-related Medicaid recipients in New 
York City Jover 500,000 individuals) to be approved a;nd become operational in the 
summer of 1995 (and eventually be subsumed under the section 1115 waiver), 

. . I 
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Dear secretary, Shalala: 

STATE OF NEW YORK, 

EXECUTIVE CHAMBER 
ALBANV 12224 

" 

I 

t 

March 17,: 1995 

P.02/08 

'I altn submitting on' behalf Clf the State of New York an 
applicat:ion under section,lllS, of the Social Security Act for 
approval of a Demons,tration ·Proje,ct to 'implement a statewide 
managed I:::are' program. This project is :an integral element of the 
,/S~ate's overall. s:trategy for reforming and J:'e'structuring its 
health Ci!re programs to comport with available state resources, 
to impro'~e the system ,of delivery of health care, and to provide 
for more responsive and focused care that is likely to produce' 
better health outcomes for thOSe in need of health care se.rvices. 

The'submission of thisapplicatiori follows the completion of 
a proce~s!:: of public meetings I comment and ' involvement that was 
previously approved by your Health Care Financing Administration 
as consi:;tent, with your Department's poliCies on pUblic " 
participation in s,ection 1115 demClnstration project development. 

In (:>ur Demonstration project, we combine the existing , 
Medicaid'population (other than the elderly and disabled that are 
served ill institutional settings or in ,alternative arrangemen~s, 
and certain other excluded categories) ,together with the Home 
Relief pc)pulation (those that are financially needy but do not 
meet federal categorical eligibility requirements). and provide 
fo~ t.h\eil:- health care through a system of managed care networks 
that vil~ be selected after a competitive bid process and will be 
paid on u capitated basis. We believe'that this reliance on 
private market structures will lead to ~greater reliance on . 
primary ,Lnd preventive care" and less use· of inappropriate and 
costly alternatives. At the same time"we are building a sound 
quality clssuranc.esystem into ourproj~c~~ to assure that the 
promise of higher quality care and better health outcomes is 
realized. 
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F'Ol:' those populations that have sp~cial needs and require 
more intensive services, 'our project will utilize special needs 
plans, lihich also will be focused on manaqing the care of their 
enrollees and will be paid for on a capitated basis. 

i 

We have considerable experien~e \ohth managed care in New 
York" and we believe the capacity is available ,to handle the 
additioJlal, caseload that we propose to' make available to that 
methoq. "f care. Further, our proposal ~i11 meet federal budget 
·neutralitY,standards. It is my llope that we' will be able in New 
York to effect significant savings in the ov.erall level of 
Medicaid spending_ The demonstration project will assist in that 
effort, both by making it possible to ~eliver necessary, services 
in a mOl:-e ,cost efficient manner and by' enhancing the quality of 
service provide,d and improving- the hea:lrh of the people that we 
serve. 

I 

We in New York are committed to begin implementation of the 
program, this year, and we therefore are'askinq that your 
DepartmEmt give priority attention to our proposal. Dr. Barbara 
DeBuono, Commissioner of Health,and Mary Glass, Commissioner of 
Social Services, are jointly responsible for the overall 
directicln of the Demonstration Project,. i I ask that you and your 
Department work with them in the waiver approval and ' 
implemerltation process. They fullyund4:,:,stancl and are in accord 
with ,the importance of early action on our proposal and are 
prepared to respond immediately to any requests of your staff. 

We look' forward to working with ybu and your Department in 
the speEdy processing of our applicati~:m and in the ' 
implt~mer.ltation of the demonstration prb~ram. , 

'Very truly yours~ 

,Honorable Donna E. Shalala 
Secretary 
Departme~nt of Health and Human Services 
200 rnde:pendence·;, wenue 
Washinqton~ D.C. 20201 

i 
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THE:: SECRETARY OF HEALTH AND HUMA,N SERVICES 

... ASHINGTO .... D.C. 20201 I 

. The Honor.:lble George E. Pataki' 
Governor of the State of New York 
'Executive chamber 
Albany, New York 12224 

Dear Governor Pataki: 

Thank you for your Medicaid section 1115: demonstration proposal 
entitled q1The Partnership Plan, It which w~ ,received .on Mpnday I 
March 20th. My staff are currently. reviewing the proposal in 
detail ·and will be in touch with State health officials shortly 
to begin 'the evaluation process.' , 

I understand that you have already responded to initial public 
concerns; regarding the waiver by Slowing· down your implementation 
schedule and delaying. until january 1997 enrollment of some of 
New York's most vulnerable citizens. 

Based on my experience with other waiver applications and my own 
knowled~Je of the health care system in New York state, I wanted 
to.bring ·to your attention .some initial·1i;sues that will be 
addressed as part of this Department's review of your state's 
proposal. We will be able to provide a .more comprehensive li$t 
of issues after my staff and I have had t~me to fully review your 
proposal. . . 

Even with full implementation delayed until 1997, we will need to 
examine carefully whether managed care plans in New York have the· 
capacity to fully sustain such a broad-~ased expansion. I will . 
be particularly interested in understanding how the State plans 
to moni1:or. quality and effectiveness of :care, and what systems 
the State will put in place to limit eniollmemt should problems 
develop~ We will also pay close attention to the treatment of 
the num~~rous chronically ill persons who will be moved into 
managed care. We.will also want to evaluate very carefully the 
proposed programQs impact on the State's most vulnerable 
populations, particularly the. frail elderly .and individuals with 
HIV and other chronic diseases. These special populations have a 
great deal to gain from organized systems' of care and a great 
deal to lose if new service systems do not have.the sensitivity 
and capac'ity to deal with their very sp~cial needs. 

I 



MAY-04-1995 ).7:52 *** 

P(ige 2 -- The Honorable George E. Pataki' 
, I 

In addition, we will want to ensure tha~ patients treated by 
e)(isting service providers such as publi:c I hospitals w community, 
health centers and other essential conununity providers, as well 
as academic health centers receive quality health care services. 
We, will also want to consider the ability:of these institutions 
to continue to maintain quality workforces. The transition to 
managed care should give these institutions an appropriate' 
opportunity to participate in the new system, as well as maintain 
their contributions to the community. 

, I 

Finally" it has been our experience that ~uccessful health care 
demonstrations turn upon a state,' s effective consultation with 
the public, including elected and appointed officials,' 
beneficiaries, and all those in the New York health care industry 
from the design through the implem~ntation of the demonstration. 

We are looking forward to work.ing with YOl,l on t,his proposal. If 
Commissioners DeBuono or Glass have anYq¥estions during the 
review process, they may contact Lu Zawis:1:owich, Sc.D., Director, 
Office Of state Health Reform Demonstrations, Health Care 
Financing Administration, at (410) 966-6649 or John Monahan l my 
Director of Intergovernmental Affairs at (202) 690-6060. If you 
have any questions, please do hot hesita'te to call me. 

incerely I. ! 

?»-
; 

.J..--'r___ ' , 

. , ~ 

,E. ~halala 
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D::rliel Sisto, PrGSldon' 

4/3/95 

MEDICAID REFORM IN THE 104TH CONGRESS' 
BLOCK GRANTING PROPOSALS 

The Congressional Leadership and a group of Governors have been meeting to draft a 
Medicaid reform plrui Discussions'have been centered on reducing Federal spending and 
t:uming program control over to the States. 'Squarely on the table are proposals to repeal 
the entitlement status of the Medicaid program and to curb growth through a "block 
grant" or "capped entitlement" approach. 

Under a block grant approach, Congress. would set an annual target for growth in 
Medicaid spending aitd increase the grant to each State by that amount. Proposals for the 
annual growth target are betWeen four and 8.8 perCent. Medicaid spending iscurrently 
increasing at a: national average of about 11 percent. 

HANYS does not support repealing the entitle.ment status of the Medicaid program and 
moving to block grants. Limiting Medicaid growth to a fixed percentage does not allow 
StaIes the flexibility necessarY to cope with furore conditions beyond local control such 
as an economic downturn or a change in the health status of communities --, such as the 
large increase in tuberculosis cases currently burdening the New York health care system. 
Enacting such a proposal would severely curtail the Federal funds available to New York 
for treatment ofMedica.id beneficiaries. : I 

The often mentioned five p~rcent cap, on Medicaid spending would rCduce Federal 
Medicaid spending by about $193 billion between 1996 and 2002 (Congressional Budget 

. Office estimate). New York State's share of this reduction could reach over $21 billion 
during this period. In 1996 alone· such a cap woulq cut Federal Medicaid payments to 
New York by more than $500 million. That number would grow to over $6 billion in 
2002. 

". I . 
While the imposition of a cap on Federal spending that .greatly restrains gro'Wth would 
drastically cut the Federal funds made available to States, New York is also threatened 
by how the funding formula and baseline for any block grant proposal would be 
calculated: If such'a proposal were to be enacted, it ism the best interests of New York 
State to ensure that the block grant fonnularmax.imizes the amount of Federal Medica,id 
funds that flow to the State. 
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MEDICAID REFORM eN TIIE 104TH CONGRESS 
BLOCK GRANTING PROPOSALS ' I ' 

Page 2 

FACfORS IMPORTANT TO NEW YORK 

1. ' It is critical to New York that the baseline include Medicaid disproportionate share payments 
and an adjustment mechanism for increases in' a" states' uninsured and Medicaid.eJigible 
population. If the baseline for a five percent Fede~a1 Medicaid growth cap were to exclude 
Medicaid disproportionate share payments, New Y qrk could lose an additional $10 billion in ' 
Fed'eral Medicaid funds, resulting in a $31 billion reduction for New York over seven·years. 

2. Anmher critiCal issue for New York is the time period that will be used to calculate the base 
amount that future grants will be based on so New York's share of the available funds is 
maximized. For example, if State Fiscal Year (SFy) 94-95 {wruch corresponds with Federal ' 
Hst;al Year 19941 were used to caladate future grants, [he Federal grant would be based on 
the level of Medicaid spending prior to any of the proposed State Medicajd reductions. If 
SFY 95-96 [which corresponds with Federal Fiscal Year 1995] were used. the Federal grant, 
would be based on New York Medicaid spendi~g that has already been reduced by the 
Go,vernor'sbudget proposals: Under the later scenario, New York's future Federal grants 
would be reduced by more than $2 dollars for every d<;>Uar of State cuts. In such ~ case, New 
York could lose an additional $9 billion in Federal Medicaid funds, making the total seven· 
year reduction for New York $30 billion. 

, , 
.3. Th.e maintenance of an adequately-financed emergency pool to finance indigent care at times 

when severe economic distress depletes spending U¥er the baseline is j! key responsibility that 
should remain with the Federal government. 

! . 

. 4, Current a.ssurana:::s that require States to pay hospital~ Medicaid rates that provide (easonable ' 
and adequate payments for efficiently and ecoqomica11y. operated facilities should be . 
maintained. . 

" 5. Slales should be required to maintain their current contributions to Medicaid programs, even 
. if the program no longer has a Federal matching provision, rather than divert medical care 
funds' for other state operations. 
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, . , 
FACTS AND SL\ TIS TICS ON THE MED.ICAID fROGBAM 

l 

rlew Y qrk Stitt 

Of the 2.56 million New Yorkers who receive Medicald benefits {f~era11y eligible}:, 

• . 1.32 million {S1.8 percent} are child~en; 

• 342,000 {13.4 percent} arc blind and/or disabled; and 

• 315,000 {12.3 percent} are elderly. 

National 
I , 

. Of the 32.1 million individuals who receive Medicaid benefits'throughout the U.S. : 
, ' 

• 16.1 rnilllon {S0.15 percent} are children; 

• 4.9 million {IS.3 percent} are blind andlor diSabled; and 
, , 

• 3.7 lnillion {1 LS percent} are elderly. 

I, 

The remalnmg 7.4 million {23 percent} are adults in f8.milies. ' 

More than three-quarters of Medicaid recipients in the U.S. ~e children, blind. disabled, or 
eJderly. . . 

Uss than cme-quarter ofthe,peopJe on Medicaid are adultSwho ~e not elderly, blind, or disabled. 

OtherF~j . 
I 

The elderly, blind, and disabled acrountfor 67 percent ofall Medicaid spending in tlJe U.S.' 

Nationally, one of the fastest growing groups of Medicaid beneficiaries is the blind and disabJed. 
A primary reason for the increase in this group is the increaSed number of AIDS patients who 
have lost or can't obtain health insurance and the court-r~qWred coverage of disabled ~hildren. 

Source: Kaiser Commission on the Future of Medicaid and the Healthcare Association of New . 
York Sta~e 

4lJ 010/020 . 
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HealthcoreAssociotion 
of New York State ' 

, I 

74 N. Pearl Street 
Albony, NY 12207 

(518) tl31-7600 

Fax (518) 43J.7915 

FOR IMl\1:EDIA TE RELEASE 
WEDNESDAY,MARCH8. 

FOR FUR TIIER INFORMATION 
CONTACT 
PATRICIA MONTONE CHARVAT 
AT (518) 431-7741 

EVERY $13,020 CUT IN STATE MEDICAID fUNDS =- ONE LOST JOB 

Albany, March 8 -- One New York State job would be lost for every $13,020 cut in the State 

share of Medicaid, according to a study conducted by Lewin-VHI, a Washington D.C.-based 

health can: consulting firm, and Regional Economic ,Models. Inc. (REMJ), a developer of multi-

regioh forecasting and'policy analysis models. This means that New York State will experience a 

, ' . 
loss of 122,000 jobs in 1996 and 95,000 jobs in the year 2000 if the proposed State Budget cuts' 

are enactE!d. 

The study, "Analysis of the Economic Impact of Proposed Medicaid Budget Cuts in New York 

State-, • was commissioned by the HeaJthcare Association df New. York: State (HANYS) and the 

Greater New York Hospital Association to assess the impact on New York's economy as weIJ as 

the immf!diate impact on health care providers. 

The Medicaid program cuts proposed by Governor Pataki would have a powerful negative effect 
. 

on the New York State economy, principally due to {he significant loss offederal funds. In 

additlon to job losses, the analysis shows: 

. , 
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The real gross State product would be reduce.'d by approximately $5.1 biUion in 

1996. and approximately $3.8 billion in the year 2000. 

Personal income would be reduced by more than $6 billi?n in 1996, and 

approximately $8.5 billion in the year 2000: : 
" . , . . 

- Disposable income ,would be reduced by approximately $3,4 billion in 1996, and 

approximately $5.2 billion in the year 2000. 
, 

Real disposable income would be reduced by over $1 billion in 1996 as well as 

over $1 billion in the year 2000. 
; 

(An outlin(~ of the statewide and regional results from the study is attached.) 

Noting that New York "has been tightly regulated for years;" the report states that "the size and 
. Ii, . 

timing of the proposed Medicaid ~ts ate unlikely to produce orderly changes promoting 

efficiency, at leaSt in the short and intermediate tenns. Reductions in seMce and serVice denial 
, ' I 

area more likely result. Thus, the overall capacity of the New York health care system to proVide 

services to the poor and non-poor alike will be diminished. A likely result is reduced health 

outcomes." , 
" , 

"This report is further evidence that Medicaid cuts will affect all of us," said Daniel Sisto~ 

HANYS President. "Clearly, these cuts will directly affect our access to health care services, our 
, " '~, 

individual health, and the health of this State's economy," 

-30-

HANYS is the principal advocate for more than 400 no't-for-profit or public hospitals, nursmg' 

homes, horne care ~gencies, adultday care programs, am~ otherheahh case providers. 
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ANALYSIS OF THE ECONOMIC IMPACT OF 
PROPOSED MEDICAID BUDGET CUTS 'IN NEVv YORK STATE 

PREPARED BY LEWIN-VHI 

l4i 013 1 020 

74 N. Pearl Street 

AlballY. NY 12207 

(S 18) ~31-7600 
Fox (518) 431,-7915 

The Healthcare ,4$sociation of New York State (HANYS) and the Greater New York Hospital Association 
(GNYHA) commissioned Lewin-VHI.lnc. and Regional Economic Models, Inc. (REMI) to assess the net 
economic impact of GOllernor Pataki's proposed Medicaid quts. 

The pr:oposed :$3.6 billion in Medicaid cuts (that results 'fr,om reductions in federal,state, and local 
revenues to locc~1 health care providers) would result in $5.1; ~illion in Medicaid cuts when Jully phased-in 
in 1996. which would lead to a significant ollerall slowddwn in the New York State economy. (There 
would be a loss of $2.3 billion in Medicaid federal matching funds in 1996.) The eco'nomic slo¥(down 
would continue through the end of the study period, which,s the year 2000. 

,Specifrcimpads for 1996 and 2000 are provided below. These impacts_are net losses assuming that 
State and 10<".21 savings from the proposed Medicaid budget cuts are reinvested in the economy. 

j. ~ ~ 

• New York State Impacts: 
, . 

': New York State would have a net loss of more than 120,(XX) jobs in 1996, and over 95,000 . 
j(:>bs in the year 2000. 

The real gross State product \NOuld be reduCed by approximately $5.-1 billion in;i 996. and 
, i3pproximately $3.8 billion in the year 2000, : 

Personal income would be reduced by m0re than $6 billion in 1996, and approximately 
$8.5 billion in the year 2'000. . 

Disposable income would be reduced by approximately $3.4 billion in 1996, and 
approximately $5.2 billion in the year 2000. 

Real disposable income would be reduced by over $1 billion in 1996 a~ well as over $1 . 
bill,ion in the year 2000. . 
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• Central New York Impacts: 

The Central New York region would have a net loss of more than 6,000 jobs in 1996: and 
over 4,700 jobs in the year 2000. . 

. The real gross· regional produc.t would be re~L!ced by approximately $200 million 
in 1996, and ?pproximately $140 million in t~e, year 2000: 

Persona! income would be reduced by over $466 million in 1996, and approximately $300 
million' in the year 2000. 

Disposable income would be reduced by over,$1 00 million in 1996, and over $150 million 
. in the year 2000. . . . 

, ; , ' . 

Real disposable income would be reduced by approximately $40 million in 1999. as well 
as in the year 2000. 

• New York City Impacts: 

The NewYoi"k City region would have a net loss ()f more than 76,000 jobs in 1996, and 
approximately 60,000 jobs in the year 2000. 

TIle real gross regional product would be reduc$d by more than $3.5 billion in 1996, 
and approximately $2.7 billion in the year 2000. 

I . 

Personal income woul.d be reduced by over $~.6 billion in 1996, and over $5.1 billion in 
. the year 2000. 

Disposable incorrie would be reduced by overf $:2.2 billion in 1996, and over $3.3 billion in ,. . . . 
the year 2000. 

RI3al disposable income would be reduced by over $500 million in 1996, and 
approximately $450 million in the year200d. 

e' Long Island Impacts: 

111e Long Island region would have a net loss of more than 11,000 jobs in 1996, and over 
,9,200 jobs in the year 2000. 

The real gross regional product would be reduced by $400 million in 1996, and over 
$300 million in the year 2000. 

Personal income would be reduced by over $800 million in 1996, and approximately $1.2 
billion in the year 2000. . 

Disposable income would be reduced by over $400 million in 1996, and approximately 
$650 million in the year 2000. . 

Real disposable income would be reduced by over $200 million in 1996, and $230 million 
in thA "ear 2000. 
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• Northeastern New York Impacts: 

The Northeastem New York region would have a :net loss of more than 4,900 jobs in 1996. 
and over4,1 00 jobs in the year 2000, . 

ThE! real gross regiorial product would be redJced by more than $150 million in 
1996 and bver $120 million in the year 2000. I '. . . 

-: Personal income would be reduced by approximately $200 million In 1996, and 
approximately $290 million in the year 2000. ; . 

Disposable income would be reduced ,by approximately $100 million in 1996. and over 
$1 E50 million in the year 2000. . . 

Re~31 disposable income would be reduced by over $35 miHion in 1996. and approximately 
$50 million in the year 2000~ 

e' Northern Metropolitan Impacts: 

Thi= Northern Metropolitan region would have anet loss of more than 9,500 jobs in 1996. 
and over 7,500 jobs in the year 2000." 

The real g~oss regional,Product would be red~ced by more than $300 million in 
19'96. and over $200 million in· the year 2000. ' 

Personal income would be reduced by approximately $650 million in 1996, and over $900 
mimon in the year2000. .. 

Disposable income would be reduced by over $300 million in 1996, and approximately 
$500 million in the year 2000. 

Rt~al disposable income would be reduced by approximately $130 million in 1996. and 
over $1~0 million in the year 2000. . 

• Rochester Region Impacts: 

· The Rochester region would have a net loss Of more than 5.200 jobs in 1996, and over 
4,000. jobs in the year 200.0.. '. 

. . 
The real gross regional product would be reduced by more than $200 million in 
1996. and approximately $130 million in the y;ear 2000. 

· Personal income would be reduced by over $200 million in 1996, and approximately $280 
million in the year 20.00. 

Disposable income would be reduced by over $100 million in 1996, and over $150 million 
in the year 2000. 

· Heal disposable income would be reduced by approximately $50 millibnin 1996. as well 
· as in the year 2000. 
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• Western New York Impacts: 

The Western New Yori< region would have a r)~t loss of more than 7.500 jobs in 1996, and 
over 6,100 jobs in the year 2000.' , 

, Th(~ real gross regional product would be re'duced,by more than $220 million in 
19~~6, and approximately $170 million in the year 2000, . 

. . 

Personal income would be reduced by overS250 million in, 1996, and over $370 million in 
the year 2000. ' l • 

Disposable income would be reduced by over lsi 50 million in 1996, and over $230 mil/ion 
in the year 2000. , ' i 

RE~al disposable income woul.d be reduced: by over $75 million in 1996. and over $80 
million in the year. 2000. 

. . 

According to the report. '1IIn a state such as New York ... whichhas been tightly regulated for years, the 
size and timin!J of the proposed Medicaid cuts are unlikely to produce orderly changes promoting 
efficiency, at least in the short and intermediate term. Reductions in service and service denial are a 
more likely res;ult. Thus, the overall capacity of the New York health care system' to provide 
services to the poor and non-poor alike would be'dirTlinished. A likely result is reduced health 
outcomes. II " 
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BUDGEr CUTS WOULD LOCK NEARLY 50,000 NEW YORKERS 
OUT OF NURSING HOME CARE 

ALBANY, N.,Y. The proposed State Budget cut,s will force an 'estimated 49,350 New' 

Yorkers to cOmpete for fewer than 3,500 available nursing home beds, the Healthcare. 

, Associatic:m of New York State (HANYS) Said today. , 

-The proposed elimination and restriction of home- ~d community-based health care services ' 

will dranlatically increase demands for nursing home :admission at the same time that nursing 
, J 

,home expansion will be curbed,- HANYS President Daniel Sisto said. I -This is a real disservice 

to New York's growing Pop'ulation of senior citizens," he said. According to the U~S. Census 
, " 

, of 1990, the most rapidly growing age group in New York is the 65 + group. On average, the 

senior p0pulation uses more than one-third of all health care delivered. 

'lIn addition, discharge-ready hospital patients who need follow~up care will have to stay in the 

hospital and will occupy beds needed by others, or :Mr. ~isto said. 

H.A1iYS estimates that no more than 3% of New York State's 109,000 . skilled , nursing facility 

beds. or 3,270 beds, will be open at any given time in ,1995-96. However, the elimination and 
f 
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' .. ""\ restriction 'of home and day health carf;pmgrams will forte an estimated 49,350 New Yorkers 
'. l : . 

. - both private~pay patients and those whom Medicaid~5ists in paying their long-term health 

care bills .. - to apply for admis~ion -to nursing home ~el 

HANYS ~:stimates that: 

.I . At least 12;600 individuals now receiving perso'nal care services (20% of the 63,(XX) 

individuals' receiving personal care in New Y 9rk City) will need to be transferred. 

inlmedlatcly to nursing homes if Governor Pataki·s proposed cuts in persanalcare 

sr-.Mces are enacted. 
i I 

'/lbe 4,200 New Yorkers eligible to receive assi,Sle(Hiving services in adult homes and 
. . 

c,ther senior housing would have to be mmsfe~ to nursing homes if the assisted-living 
. . . . -, 

. ,. 

program is terminated as Governor Pataki PI1?pOses~ 

; . 

.I About 70% of the clien~ of the Long-Term Home Health ~ progrnm, or 14,000 New 
: " 

Yorkers, Will have ~ be trahsferred to nursing homes if the program is eliminated as 
" . 

Governor Pataki proposes. (All of the program clients are already eligible for· nursing 
, , 

home care.) 

j i 

. .I At least half of the Adult Day Health Care c,lients, or 2,750 New Yorkers, will need· 

nursing home ~ices if the program is terminated as Governor Pataki proposes. (All 
.' . . . . 

of the program clients are already eligible ~oi nursing home care.) 
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, ./ At least 2,300 New Yorkers now residing in or applying for admission to out-of-sLate 

nursing homes would have to move into New Yo~k homes if out-of-state nursing home 

placements are restricted as Governor Pataki propOses. 
, I . . 

, . 
./ Some 13,500 New Yorkers who are now seekin~ admission to nursing home care or 

expect to need such care in the coming year wi1/. be unable, to get into a home if the 

, 
Governor's proposed moratorium o~ nursinghom<r expansion or construction is enacted. 

Thus, B. total of at least 49,350 individuals will be.seeking nursirig home care at a time when 
• , , I '" 

only 3,270 beds are a,vailable., 

; : 
I 

, I 

, . . . ". 1 I' . , 

HANYS is the principal advocate for more than 400:. p,on-profit or public hospitals, nursing 

facilities, home care agencies, adult day care programs'i,and other he3Jth care,providers. , 
i 

-3Q. 

, . 
;. ' 

.' 
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NEW YORKERS, OPPOSE cms IN MEDICAID, POLL, SHOWS 
, ' ~ ; . 

I 

ALBANY, N.Y. ':~ New Yorkers oppose cuts in Medicaid Fding, according to a poll released 

ioday by the Healthcare Association of New York State. ; 

"The poB clearly sh'ows that :while' New .yorkers may have voted for: smaller, more efficient 
, j , • 

. , .' . 
, " .. " • , t ' • 

, government in November 1994. they were not voting for :reductioIl$ in the hea1tl;t care system, 
" -,' . 

, 

that serves Us all." said HANYS President Daniel Sisto. : 
, 

The poll of 500 Ne~ Y~rker~ ~ conducted on March 8 and 9by PuplicOp,inion, Strategies' 
, . ."'. '. . '" 

of Alexandria, V A, 'to asCertain New Yorkers" opinions regarding " both : Medicaid, the 
r ,. • • 

I 

federallstatellocal government-funded program for the Poor. disabled.' a:nd elderly persons 

needi.l'lg long-term health care, and Medicare, the federal health care program for senior 

citizens. Although the JX!II focl..lSed primarily on federal proposals for Medicaid and Medicare, 

the results indicate tha:t New Yorkers also would oppose State government reductions in 

Medicaid, funding. The survey was commissioned by; the American· Hospital Association in 
" . , 

\ 

conjunction with HANYS. The margin of error was t/~ 4.4%, 
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. For the last several years, many hospitals in New York have made themselves 
more efficient by reducing the length of patient stays .. But deep cuts to the 
Medicaid program threaten to reverse that trend, many hospital officials say. 

The cuts, proposed by Gov. George E. Pataki, would reduce many of the home 
and community health services that have made' it'possible for h6spifals to 

. • • I 
release patlents qUlckly. 

ho'mk attendants,' long-term home 
hospital officials say ii is 
when they try to send patients 

~ithlessof that help ~- which includes 
health care, personal care and housekeeping 
likely that they will face increasing problems 
home. 

The new cuts being proposed -- part of $1.2 billion in Medicaid reductions 
put forth by the Governor -- come,on top of other Federal; state and local cuts 
,to va'ripus health and social service agencies imposed last year that hospital 
officials say have already begun-making it tiard~r to discharge some patients. 

For instance, at Columbia-Presbyterian Medical Center, the number of AIDS 
patients who remain at the hospital after'they are medically ready to leave 
doubled inthe·first two months of 1995 compare~ with the same period last year. 
Officials say that cuts to the city's Department of AIDS Services and other 
ag~ncies have squeezed options' for housing and care~ 

Some hospitals are even paying for patient~' uncovered expenses outside' 
their walls to keep from prolonging costly stays unnecessarily. Montefiore 
Medical Center in the Bronx spent about $106, 00.0 out of its own pocket last year 
on prescription medicine for patients who could not be discharged without it. 

Squeezed both by lower fe~s for caring for Medicaid patients inside the 
hospital and by the shrinking availability of Medicaid services on the outside, 
some hospitals may have to shut down wards and :othersmay be forced to close 
their doors l hospital officials and other expe~ts say. ' 

liThe threat of insolvency for many hospitals is very real,1I said James R. 
Tallon; president of the United HospitalFund~ a pbilanthropy in New York City 
focusing on health issues; "If you constrain the ,options for post-hospital 
services and cut the reimbursement rates to hospitals si~ultaneously, you put an 
unbearable strain on the system, that will jeopardize the health of both 
hospi ta Is and patients . .II 
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But some state offiqials say that the cuts' are n~cessary to get soaring 
Medicaid costs under control, and that the hospitals are exaggerating the threat 
to their survival. "There is still room in the l health, care syste~ at all levels 
to improve efficiency," ~aid Claudia S. Hutton~ a spokeswoman for the state 
Division of the Budget. She said that the state would "track the effects of the 
budget cuts on overall costs and quality of care," but that she doubted any 
changes would be needed. 

IIWe do not believe this trend hospitals are citing will occur, II she said. 
"We believe there are enough home care services for hospitals to discharge 
patients at a quicker rate." 

Hospital workers who scramble each day to piece together safe discharge 
plans said they already had patients -- old, young, with families and alone -
who were staying in hospitals longer than they should because of budget cuts. 

In the brief 11 months she has been alive, Aimee DeCastro has become a case 
study in what hospital officials see as the consequences of cuts in home care. 

. . 

Born at Columbia-Presbyterian last April with, spina bifida, a crippling 
congenital neural tube defect, Aimee is severel~ disabled mentally and 
physically, tethered to machines that help her breathe, eat and swallow. 

Although her long-term chances of survival are dim, doctors at the hospital 
~hought last December that with 20 ho~rs of care a day by a registered nurse, 
Aimee could go home with her moth~r, Maria Liri~no, to the stuffed animals and 
lacy dresses that awaited her ,in their small apartment in the Inwood section of 
Manhattan. ' 

But Medicaid officials would apprbve only 16 hours of care by a licensed 
practical nurse ,. Aimee's doctors said that· while her mother was trained to 
monitor the machirtes and to perform cardiopulmonary resuscitation, the baby was 
too fragile to survive that many hours without a nurse's care. 

, By law, they could ,not discharge her if they believed such a plan was not 
safe, so they kept Aimee in the hospital an extra 48 day~ while she grew 
stronger. 

. ' , 
By the time she was discharged on Jan. 27, the hospital had spent about 

$62,000 more than it was reimbursed for her c~re. Meanwhile, Aimee had caught a 
bacterial infection, a risk faced by all hospital patients, and her m6ther had 
grown despondent waiting for her baby's return. 

"It made me so furious," Ms. Liriano said~ "There was this high cost to the 
hospital, the cost to me of traveling every day to see my baby -- and that is 
not even to mention the emotional toll. I gued;s for those days, Medicaid saved 
itself some mon,ey, but' at what cost to everY0I'l,e else? II 

During the last 48 days of her stay, Aime~. was on ali "alternate level of 
care," meaning she no longer needed an acute care hospital, but no safe 
discharge plan had yet been approved for her. Medicaid paid $175 a day for her 
~are at that level, but it cost the hospital more than $1,500 a day to keep her 
in the neonatal intensive-care unit. . 
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i 

If proposed Medicaid cuts were passed, the hospital would be paid even less, 
because the Governor's budget calls for capping at 15 the number of "alternative 
level of care". days, while now there is no limit,. After 15 days, the hospital 
would have to absorb the full costs until the patient is discharg~d. 

, ' 

In addition to the Medicaid cuts, hospital! social workers said that cuts in 
other agencies had made it harder for them to get necessary help and approval 
for discharge plans. i I 

When an abused child is medically ready to ie~ve the hospital, a social 
worker at Montefiore said, it often takes days to get a phone call returned from 
the overburdened caseworkers at the city's Child Welfare Administration to 
coordinate the child's placement. The agency has $uffered deep budget cuts over 
the last year and faces even more. 

, i 
"So the kids stay here and wait," said the'social worker, Frances Paolini. 

"Meanwhile, the hospital is being paid at the lower A.L.C. rates and we don't 
ha,ve the bed free for a new admission.n 

A spokeswoman for'the Child Welfare Administration, Karen Calhoun, said that 
the delays involved only "special needs" children -- those with AIDS or 
psychiatric problems, for example. But social workers at other hospitals echoed 
Ms. Paolini's frustrations at the lag in reaching agency caseworkers. 

As they struggle to devise discharge plans, social workers and hospital 
administrators said, they must also keep up,their efforts to whittle away the 
length of patient stays, an important indicator of a hospital's financial 
efficiency. 

Hospitals are paid a fixed fee for Medicaid patients, depending on the 
illness, ~o it is in their best financia~ interest to treat and release patients 
as quickly as possible. Data compiled by the U~ited Hospital Fund show that 
hospitals in the city have reduced the average length of patient stays over the 
la~t four years, to 9.19 days for the first six,~onths of 1994 from'9.9? days in 
1991. 

The task will grow far more difficult, hospital officials said, if the full 
rang~ of M~dicaid cuts are a~proved -- includi~g lowering reimbursement rates to 
hospitals and nursing homes; limiting home attendant care to 100 hours per 
month; eliminating the long-term home health care program and halting the adding 
of new nursing home beds" beyond those already approved. 

"We worked so hard on improving the length of stay and on peveloping a 
humane and cost-effective home care system," said Elit~beth strevey, a senior 
vice president at the Greater New York Hospitals Association. lilt would be such 
a travesty if we did an about-face. Emergency rooms will back up with patients 
'because the beds upstairs will be filled !"-lith nonpaying patients who are too 
well to be in the hospital but too sick to be se'nt home with the level of care 
the state is willing to provide. II 

Social workers' said they would face the bigg;est problems trying to plan the 
discharges of elderly patients, ~ho make up mast of thei~ cases and who often 
have limited resources. 
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"For the elderly who live alone, which is m~ny of them, three, four hours a 
day of a home attendant is just not enough to safely send them home," said Tim 
Bryden,direct6r of social _work ices and discharge planning at Montefiore. 
"We'll h;:nie to - send many to nursing homes, and _ they wi 11 res ist fiercely. II 

But if the cuts go through, there will be ','gridlock in. the nursing homes, II 

said Harvey Finkelstein, president of the Jewi~~ Home and Hospital for Aged, 
which has branch·es in Manhattan, the Bronx. and W,estchester. 

"And if our rates drop, too," he said, "we w.ill be forced to accept the 
sickest patients, whose care is reimbursed at th~ highest rate. So where will 
that leave people? Not at home, because those services have been cut. -Not with 
us, because we won~t be able to afford to take~m~ny long-term chronic cu~todial 

- cases. They'll be in the hospitals, if they cari ~v~nget into them once the 
emergency rooms :start-backingup." 

GRAPHIC: Photo: Hospital officials say -cuts in government financing for home and 
communiti health care will keep 'many patients in! hospitals longer than 
neces!;ary. -Marla Luriano holds her daughter, Aimee -- who stayed in an extra 48 
days -- as a licensed pract 1 nurse, Delores Peiry, writes a report. (Angel 
Fran60/The New York Times) (pg. 28) 
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CONCEPCION RODRIGUEZ, 91, and her siiter Mar~a Mayor, 87, live in a modest 

ranch house in a working-class neighborhood o~ West Islip ~ith their niece 
Georgina Corostola. Although the sisters meet Medicaid criteria to be admitted 
to a nursing home, they, like 1,80a other Nassau and Suffolk County residents, 
live at home wi'th the support of the state's Nursing ,Home Without Walls program. 

The state started the prOgram, formally called the Long-Term Home Health-Care 
Program, in 1984. It provides home services like nursing care, rehabilitation 
therapy 'and health aides. 

Each patient is assigned ~ case manager to :oversee care ~ithin a monthly 
budg~t. Only people who meet Medicaidgui~elines for nursing-home admission are 
eligible, and the law limits costs to 75 percent of local nursing-home costs. 

The Pataki administration says taxpayers 
Medicaid ~oney for the program and projects 
eliminating it. 

cannot afford to continue providing 
saving $48.5 million a year by 

I 

Advocates say the Nursing Home Without Walls program not only saves patients 
and their families -- the heartbreak of ~nstitutionalization, but also saves 

money. They note, too, that it waS one oi the first managed-care programs in the 
state; becau~e each patient is assigned a ca~~ man~ger to oversee care. 

On Long Island last year the average ~nnu~l cost for patients being cared for 
'at home'in'the program was'$23,775, or 43 ,percent of the $55,008 a year that 
Medicaid for nursing-home care. Nursing homes On Long Island often charge 
private patients higher fees. ' 

The proposal to eliminate the program is one of a series of cuts in 
Medicaid, the program that assists the poor elderly, being proposed by the 
Pataki administration. It has particular rele~aDce to Long Island, which has an 
aging population. These are other proposed cutbacks: 

*Eliminating ~o~called Level 1 support se~vices that help with household 
chores like ~hopping, cooking and laundry. 

*Capping all home aide services at 100 hours a month, and ~equiring patients 
who receive those services to accept nursing~home placements when available. 

*A two-year moratorium on approving nursing-h6meexpansion. 
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"Even after the reductions ,." said a spokesman for' the State Budget Division I 
Jeffrey Gordon,"New York state's Medicaid program will ba no lower than fourth 
in per capita expenditures'. We give more services to more people than any other 
state. And in the face of a $5 billion bUdget deficit we can no longer afford to 
Provide such a range of services." 

According to Mr. Gordon,19 states offer no personal home care programs. IIIf 
advocates say, "What will happen to these people,?' " Mr. Gordon said, "our 
response' is, " What happens to these people in ot~er st~tes?' " 

Mr .. Gordon did not respond to requests to provide estimates of the number of 
patients, in the program who would enter nursing homes, receive services through 
other Medicaid programs or have adult children o;r other family members pay for 
their care. ' 

He al~o could pro~ide no estimate of how many family members would quit jobs 
to stay home and care for ailing relatives. An official at the state Health 
Department referred questions to the ~udget Dep~rtment. 

Ms. Rodriguez's and.Ms. Mayor'S care i~ provfded through the Long Term Home 
Health Care Program of the Consolation Residenc~, which the Roman Catholic 
Diocese of Rockville Centre operates. ~he cost ~s $23,952 a year for Ms. 
Rodriguez and $34,937 for Ms. Mayor, 34 and 64 percent, respectively, of the 
cost of nursing':"home care. If the alternative to the long-:-term, home health-care 
program is nursing~home care, the two ~isters w~ll cost taxpayers more money. 

But the sisters may still provide a fiscal,ff not a humanit~rian, argument 
for the proposed cuts, because their niece insists that she.will not permit them 
,to go to a nursing home.' ., I , 

Ms. Rodri~uez has a clear mind but a frail body. Her stooped an~ tiny form 
shows the effects of age and osteoporosis. She ~a~6irculatory problems and 
develops ulcers on her leg~ that require continUousnbrsing care and ~onitoring. 
She can move about the house slowly with'a walker. But a sign written with a 
marker reminds the people who care for her that:Ms. Rodriguez "is not allowed to 
get up by h~rself without assistance." 

Ms. Mayor is mtich sicker. She has an advanc~d case of Alzheimer/~ disease and 
is bedridden. She is prone to skin breakdown and congestive heart failure and 
requires a nurse once a week to change her catheter. 

Ms. Corostola has lived with her aunts since she was an infant. Her 
grandfather moved with his family in 1910 fiomSpain to Cuba, where Ms. 
Corostola was born. After Fidel Castro took power, Ms. Corostola went first to 
Spain and then to the United States, where, she said, "1 started getting them 
out, one by one," 

First she'helped Ms. Mayor·, then Ms. Rodriguez, then Ms. Mayor's husband and, 
finally, her parents. liMy father never got to this country, II she recalled. 
"Threemonths after they arrived in Spain he got a stroke and died." 

Mr. Mayor died 20 years ago from cancer, as did Ms. Corostola's mother did in 
1968. Ms. Rodri9uez cared for Ms. Corostola's mother during her long illness. 
Mr. Corostola and her aunts "are American citizens since 30,years ago," Ms. 
co~ostola added. "We're proud of that. 1I 
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liThe only relative they have left in this wo'r Id is me," she said. II I f they 
separate them frOm me, that's the end of it. Andi I ddn't even want to mention if 
they are given separate care from each other. If you separate them you kill 
them." 

Ms. Corostola, an executive secretary at a bank in the financial district, 
said she did not know what she would do if home care was.cut back. "I'm the one 
that supports t:hle house," she said., "If I stay home to care for them, who's 
going to pay for the mortgage, to pay for the food? aut I will never put them 
in a nursing hom,e~ I don't know what I will do, but I will never put them in a 
nursing home. II 

I 

Although most patients in the program are elderly, one service; affiliated 
with St. Mary's Hospital for Children in Bayside, serves 700 children on Long 
Island. 

Gary ~rescod, 3, who lives with his ~other, :Patridia, and 12-year-old sister, 
Denise, in Bay Shore, is one of those children. He was a healthy child until 
just before his' 2d birthday I' when he ha9 a seizure and remained comatose for 
three weeks. The seizure resulted in s~vere hrai~ damage. 

I 

Ms. Prescod worked as an administrative secre'tary 1 but left her job to deal 
with Gary's illness. She, too, vowed that~he would not allow her son.to be 
insti tutionalized ~ "I, would probably have to let: my daughter take a 'lot of the 
load of caring for Gary and go out and get a jOb to make ends meet," she said. 
"NO one ,is going to put my son in a home." 

In contrast, Mary Ruocco said she was fairly ,certain that she will go to a 
nursing home if the program is eliminated. Ms. Ruocco, 66, of Ridge,work~d for 
the century movie-theater chain until she had two strokes 10 years ago. 

, 

She now lives with a roommate in subsidized housing for the elderly. Her only 
family are? sister suffering from lung cancer: and a retarded brother. Her care 
under the home health~care program costs $25,889 a year, 47 percent of the cost 
of nursing-home care. 

11If I had to be put away for some reason it would cost the state a hell of a 
lot," Ms. Ruocco said. "I want to be as independent as possible. Il,m just hqping 
that a miracle will happen. II 

Nunzio Vulpis, 80 and suffering from severe Alzheimer1s, is another candidate 
for nursing-home placement without the program. His car~ at home costs about 
$2,750 a month / , 62 percent of what it would cost in a nursing home. 

"I do what I can for 'him," his wife, Marie" 77, said. "But I have a heart 
condition and asthma. When I help him I get out of breath." 

, Mrs. VUlpis said she hoped that she could help her husband at home. "vJe' re 
going to he married 58 years, II she said. "When I leave him he calls for me. It 
vJOuld be very hard to have him go to a nursing heime, for me, and for him, too. 
think he'd go down real fast." 

Anthony Fresco, an engineer at the Brookhaven National Laborator~ who lives 
in Huntington Station, ,also said he would seek a nursing home for his mother, 
Lena, if the program is eliminated. Mr. Fresco, who is separated from his 
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wife~ lives with his mother and son, 14. Lena Fresco's Alzheimer's disease was 
diagnosed in 1986. 

The home-care program pays for her to attend a day care for the elderly f~~e 
days'a week, as well as for nursing visits eve~y ~hree weeks and a personal~6are 
aide three days a week for two·hours a day. Tne program also pays for full-time 
respite' care when Mr. Fresco travels on his job., Th~ cost is 42 percent of the 
cost of a nursing home. 

IIwithout this day care I couldn't be doing what I'm doing,"· Mr. Fresco said. 
III don' thave any alterna,tives to' support my family. II 

But Mr. Fresco said a nursing home bed might.,not be available. He said he had 
cont~rnplated leaving his mother at a hospitaleciergendy room and forcing 
Medicaid t~ find a placement. 

Long Island isshori 4,200 nursing-homebed~~ according to the Nassau-Suffolk 
Health Systems Agency, a state-financed. private 'group that evaluates regional 
health-care needs. (The Patakiad~inistration also plans to eliminate the 
ag~n~y.) The stat~ has approved plans to constrqct4,200 beds, and the Pataki 
administration ha~ withdrawn a plarito include those b~ds in the two-year 
moratorium on new spaces. 

"The Catch-22 that the long~term hOme hea1th-care program was instituted 
to decr~ase the need a~d cost fo~ nursing-ho~a ~eds," ~aid Kathleen Duffy, a 
community health nurse in the Nursing Hom~ without Walls program at the 
Consolation Residence. "There are 18,000 people:stat~wide on the program. There 
are not .18,000 beds out there.~ . 

GRAPHIC: Photos: Nurse, Geralyn Murn, exam,iiling an Alzheimer's pati'ent, Nunzio 
Vulpis, 80,. at t.he VUlpis home. At right are his wife, Marie, and their dog 
Brown (Vic DeLuc /The New York Time~) (pg. 18); A nurse, GeralynMurn, takes 
blood pressure of Concepcion Rodriguez. (Vi~ DeLucia/The New York Times) (pg. 1) 
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THEBE is quite a crowd-pleaser in Gov. George E. Pataki's rather daunting 
. . \ 

list of proposed Medicaid cuts. Halve the profit~ that nurslng homes earn from 
Medicaid, says the Governor. 

, 
At first glanc~ at,least, the idea seems sound and attractive, especially 

since 'New York spends considerably ,more on each nursing home resident than any 
other state. What's mote,' the industry is a h~althyone. Its owp numbers reveal 
that'theie is indeed considerable profit to cut. ' 

Ever since the nursing home scandal of the 1970's over Medicaidfrau6'and 
patient abuse, the industry has been s6 closeiy monitored that all nursing homes 
make annual :financial reports to the state Health Department. 

The latest, for 1993, show that a majority o~ the 5j2 n~rsirighomes iricluded 
in the report ,ran in the black, and that many of the proprietary (for-profit) 
facilities in New York City and on Long Island realized particularly large 
pr6f~its. . ' i 

Of the 286 proprietary homes, 164 reported profits of more than $250,000, and 
60 of those cited profits of more than $1 milii~n. There isacap on owners' 
salaries under Medicaid, and most owners pay themselves modestly. But several 
earn.moie than $100.,000 a year and a few more than $1 million. A, handf~l earn 
over $2 million, ;and several owner~ also make ,equity withdrawals -- the 
equivalent of earning stock dividends. 

, , 

No wonder the, Governor wants to tap profits. His proposal, similar to others 
that failed to win legislative approv~l_in the past, would save orily$25 million 
ne~t year out of the $1.87 billion in anticip~ted state 'Medicaid spending on 
nursing homes. But the idea of shrinking pr6fit~ is so appealing. 

There are, however, a few potential probiems. One is a very big one. 

THE Governor's plan is to get at profits by reducing the state's Medicaid 
payments to nursing homes. The state would make' cut~ equivalent to half of each 
home's 1993 profit. But how could the state be ~ure that the homes wouldn't cut 
care instead of their own profits? This is not, the scandal of the 1970's 
showed, an industry known for its generosity. ,BUt the,stat~ isn't setting u~ any 
special aUditing system, and the Pataki budget would cut the number of nursing 
home inspectors. 
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"There is a potential danger," conceqes the state's new Health Commissioner, 
Dr. Barbara A. DeBuono. III dontt think it wili happen, but the,re is a potential 
danger that because of funding shifts, those whp run faciliti~s will cut back on 
st~ffing to'the degree that quality will potentially suffer. But we have 
safeguards, rules and standards." Dr. DeBuono added: "We're not only doing more 
with less, but doing better with less. 1I 

Her spokeswoman,. Lois Uttley,emphasizes that the department will res~ond, as 
it does now, she-said, to allegations of patient abuse within 48 hours. But the 
Health D~partment has been losing inspectors si~ce 198~ because of budget 
problems. Between 1988 ,and this year, the number of field surveyors has dropped 
from 269 to 200, and the supervising division o~ 900 is to lose another 100 the 
ne~t y~ar. Can they do an adequate inspection j6b? 

Cynthia Rudder, director of the Nursing Home community Coalition of New York 
state -- a consum~r advocacy group thinks ihere's plenty of fat in the 
proprietary nursing homes. Yet she, too, worries that in practice, halving 
profits would hurt care."There's nothing to stop a nursing home from cutting 
more staff, II she said. "There's nothing to stop, a nursing home operation from 
'laying off staff and making that money." ' 

Robert Murphy, director of legislative servipes for the New York state Health 
Facilities Association, which represents 260 ~ostly proprietary nursing homes, 
agrees. "From a methodological'standpoint, theY:'re .just taking the money," said 
Mr. Murphy, whose organization denounces the proposed cut as a t~x, and a 
regressive one at that. "The irony ,p~opleshowing profits or surpluses are 
probably people operating at the least costly 'npmber.'What message are you 
sending' to a facility that operates efficiently;?i, 

Then~nprofit institutions say they are concerned, too, in partbeca~se they 
consider it unfair that the calculation of prcifits and surpluses includei 
charitable donations. 

But Lieut. Gov. Betsy McCaughey, ar6hitecto~ the Pataki Medicaid proposal 
and its ever-chHerful champion, tells New Yorkers not to worry. II,There' s no 
danger here of cufting into operating costs w~en we're only taking out of the 
operating surpl1.is," she said.' "That's the whole' point. 11 ' 

Asked how sh(~ can be so sure, Ms. McCaughey advises,New Yorkers, basically, 
to trust her: "I am confident the state oversight is more than adequate," she 
said. "I am totally committed to the quality dfcare.1I 
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Projected Medical'e Beneficiaries by State 

!§ 

Alabama, 
Alaska , 
Arizona 

" Arkansas "' 
.... 

Califomia 
Colorado 
Connecticut 

, Delaware ' 
District of Columbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
louisiana 
Maine 

, Maryland' 
Massachusetts 
Michklan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampi>hlre 
New Jef'sey 
NewMexio:,' 
New Yoo< , 
North Carolina 

, 
North Dakc.ta 
Ohio 
Oklahoma 
Oreqon 
Pen~nia 
Rhode.lsl<ind 
South CaI'Qlina 
South Dakota 
Tennesse,e 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West ViI1~inia r 

Wisconsin 
Wyomin~l 

Puerto Fico 
All Other Areas 

"' 

" 

, 
1995 2002 

37,631,000 41,299,000 

641,971, 703,082 
33,784 49,m, 

598,731' 743,525 
.......... 

' 422,580 450,365 
3,638,311 4,034,936 

423,478 '514,095 
503,906 533,943 
100,545 115,722 
78,730 76,330 

2,615,604 2,951,680 
832,454 953,079 
150,818 184,336 
149,769 171,120 

1,625,786 1,690.497 
827,174 890,461 

' 476,142 484,783 
383,997 397,890 
585,590 636,855 
582,491 634.122 
202,149 221,565 
604,202' , 6n,465 
937;292 996,344 

' 1,354,523 1,481,749 
632,457 , 671,394 
'395,768 421,67.1 
834,228 876,863 
129,141 ,141.557 , 
249.529 256,357 
194,035 295,417 
156,237 ',178,655 

1,174~802 1,244;404 
212,160 257,452 

2,645176 2,718.120 
1.028.054 1,202,196 

103,477 106,274 
1,673,946 '1,800,336 

..w7,058 519.526 
470,268 524,031 

2,083,051 2,187966 
168.503 '175,375 
508,854 '593,614 
117,061 122,172 
769,041 853,930 

2,090,369 2,419,444 
,188,349 228,000 ' 

82,989 91,752 
818,458 936,837 
687,136 771,781 
330,115 348,402 
763,230 804,207 
60,570 

, 
72,355 

476,704 527,920 
330,201 357,073 

: 
, 

NOTES: ,Based on historical state share of Medicare enroilees. (reOded forwan:! with growth in the states' share of enrollees, 
• Totals may not add due to rounding , 
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·effOcts of tho. Kaslch MOOlcare Proposal By StaiD 
L.oss.es by Stlto Under the Proposal 
(FISCal years) 

AggrogaiD uollars millions) 
2002 . 1996-2002 

us 84,900 279,200 

It'or ""'Pita, t:ttect (~ I benot.) 
2002 1996-2002 

1,028 3.;147 

Alabama 1.986 6.146 1.412 -4.450 
Alaska 50 111 . 502 1.6{\9 
Arizona 1,491 ,4,799 1,002 3,389'-, 
AI1<ansas 627 2,165 696 . 2,435 
Califomia11.830 37.780 1.~ 4.783 

··~--Co~~~d~O~·----------+---~1.F14~7~--~--~3~.5~7~9~--T---~1~,1~1~6----~--~3~,6~~~--~1 

Connecticut 1,247 -4,103 1,167 3,885 
Delaware 281 899 1,215 4,002 

District of ';:;.:::O:.:I~um;.:.:.;;.;biac::.-_-t ___ ~1+:,4:.::3..:.1 __ +-_--::-4f:',oo'='='.1:--_-t-__ -::-AA':'=:::-_-i __ -:-=,NA~:--_--i1 
Florida 9,314 29,258 1.576 . 5.082 
Geo<yia 2,on 6,7541,090 3,649 
Hawaii 432 1.311 1,113 3,710 
Idaho. 149 532 436 1.603 
Illinois 2.652 9,301 784' 2.no 
Indiana 1.569 5,253 881 2,994 
Iowa ' 495 1,786 510 1.845 
Kansas 834 2.741 ' 1.048 3,464 
Kem~~~.,----~---r--~96~6----r-~'3~ •• 3~1~6------r----7~OO~----r---~2~.6~5=2----~I 

louisiarui 1.590 5,235 1,254 4.201 
''-~~~i~ne~;~------+--~2~371~--~--~6~2~5~---;-~-5~2~1~-~r--~1~.900~----i1 

~~~I~~·'I~---------;----71.~~~---+----3~.~75=2~--;-~--7~8~7~----+----~2,~847.3~--~ 

Massac:tiuSetts 3.072 9.626 . 1.542 4.969 
Michigan 2.185 7.717 737 2.657 
Minnesota 1,512 4.725 1.126 3,557 
Miss!sslppi 674. 2,297 799 2,758 

, Missouri 1,531 5,219 ' 673' 3.004 
Montan:! 157 551 553 1,986 

NeVada 638 1.9461.080 3,620 
New·~Ha7i.~.mps --'1~~'re-------+----~29~2~---+----~9~56~---;--~~6~1~6~---+----2~~~5~5~--~I 

t-~New-:-- Jersey 2,320 7.945 932 3.229 
NewM<mco 249666 ~ 1.761 
New VOlt 5,359 16,539 986 3,423 
North Carolina' 2,165 6.998 900 3,012 ' 

t-~Noc~'U1 Hakol.a 159' 551 750 2.604 
OhIo U)84 9.083 ~ 718 2..562 
Oktahcima 757 2,626 729 2,560 
Oregoil 1,010 3,213 003 3.135 
Peoos¥fvanla 4,526 15,479 1,034 ' 3,570 
RhocIE: Island <482 1.511 1.375 4.336 
South ,Carolina 1.103 3,495 tl29 3,043 
SouthDakol.a 153 ~ 628 . 2,186 
Tennessee . 2,378 7;537 1.393 4.509 
Texas; 5,426 17.608 1.122 3,757 
-Utah 331 1.096 ; 727 2,511 
VCf'I'Oom .105 365 J 573 . 2.034 
Vu'giriia 1,052 3,711 561 2.0« . 

~ashington' " 976 . 3.3n 633 2.246 
. Wes1 Virginia 471 1.628 : 676· 2.362 

lNlsc'onsin 91-4 3,254 : 569 2~044 

Wyoming 49 182 '337 1,313 
PU(){to Rico 457 1,488 433 1.440 
All C~hef Areas 3 14 .' 4 20 

======='============~======================~==~======d=======._====~ 

Variation in the costs per benefidacy aooss states reflects factors sudl'as: (1}practice pattern differences, 
(2) <XIst differences; (3) differences in health status and the numt>ec of vecy. Old persons in a state; 
and (4) differences in the supply of heaUh care providers, 

NOTES: Assumes that increases in beneficiacy out-<lfi>Od<et costs (e,g,. premiuims and Coinsurance) a(~ equal 10 50% of the total arts.' 
I3ased 00 historical state share of MediClre outlays &. enrollment. trended forward with grqwth in the states' share of outlays &. enrollment. 
Estimates based (In t-ledicare, outlays by Iocationo( se<Vice delivecy, Thus, certain state estimates may be alfec(ed by 
part-year residency a(ld state border oossing 10 obtain care (e.g,. Florida &. Minnesota), 
SI:lte bomer oO$:;ing makes the District of Columbia estimates unreliable . 

. -. " .... , m;w m~"11 in :I 7 -veadotal of $282 billion. 



Effects of tne Domenicl Medicare Proposal On States 
Losses by State Under the Proposal 
(FisCal years) 

I Aggregate DoUars millions) Per CapIta Effect (~, I benef.) 
2002 1996-2002 , 2002 

, 

US 61,700 255,600 , 747 

I Alabama 1,443 5,534 1.026 
Alaska 36 158 364 
Ariwna 1,083 4,367 , 729 
Arl<ani;as 456 2,007, 506 
California 8,597 34,302 1,06.5 

I~d' 834 3,230 811 
ecticut 906 3,756 S48 

Delaware 204 816 883 

I Distnctof Columbia 1,040 3,508 I .NA 
Florida 6,769 26,448 : 1,147 

I Georgia 1,510 6,161 '. 792 
Hawaii 314 1,174 : 853 
Idaho 108 497 317 . 
Illinois 1,928 8,659 I 570 
lndian;l 1,141 4,830 640 
Iowa '360 1;676 371 
Kansas 606 2,508 .762 
Kentud(y 703 3,070 I 552 
Louisiana 

~ 
1,156 4,792 911 

Maine 168 772 , 379 
Ma!i:land 775 3,497 ; 572 
Massachusetts 2,233 8.927 I . 1.121 

Michigan 1;588 7,199 " 536 
~)ne!lota 1.099 4.265 

, 
818 

MiSSissippi 489 2,122 580 
i Missolrri 1.113 4.822 635 

Montaha 114 513 402 
Nebra:lka 245 1,071 479 
Nellada 464 1,746 , 785 
New Hampshire 212 874 , I ·593 
New J.~rsey 1,686 7,349 I 678 
New Mexico J81 804 , 352 
New Yorl< 3,894 17,196 

, 716 . 

North Carolina 1,573 6.375 654 
North Dakota 116 511 545 
Ohio 1.878 8,461 522 
Oklahc.ma 550 2,436 529 
Oregon 734 2,915 700 

. Penns!,llIania 3.289 14,314 752 
Rhode Island 350 . ~ 1,365' , 999 
South .Carolina 802 3,167 675 
South Dakota 112 491 456 
Tenne!;see 1,729 6,829 1,012 
Texas 3,945 16,055 : 815 
Utah 241 1.005 ! 528 
Vermont· .76 339 I 417 . 

~Virginia 764 3,461 408 
Washington 710 3,131 460 
West Virginia 342 1,510 491 
Wiscoilsin 665 3.041 .' 413 
Wyoming 35 172 ; 245 
Puerto Rico 332 1,358 315 lC: Other Areas 2 14 3 

I. , 

Variation in the costs per beneficiary across states refiects factors such as: (1) practice patteln differences, 
(2) cost differ~nces; (3) differences in' health status and the number of lIery old persons in a state; 
and (4) differences in Ihe supply of health care providers. 

1996-2002 

3.174 

4,027 
1.794 
3,125 
2,266 
4,369 
3,314 
3,568 
3,665 

NA 
4,626 
3,356 . 
3,361 
1,512 
2,5S4 
2,765 
1,733 
3,175 
2,467 
3,865 
1;788 
2,669 
4.547 
2,492 
3.222 
2.558 
2.783 
1,861 
2,100 
3.331 
2,540 
2,997 
1,656 . 
3,180 
2,710 
2,418 
2,397 
2,385 
2.862 
3,311 
3,925 
2.783 
2,032 
4.110 
3,456 
2,329 
1,901 
1,923 
2,098 
2,197 
1,916 
1.258 
1.322 

20 

I 

, . 

NOTES: Assumes that increases in beneficiary out~f-pocket costs (e.g .. premiuims and coinsurance) are equal to 50% of the total cuts. 
Based on historical state share of Medicare outlays & enrollment. trended forward with groWth in the states' share of outlays & enrollment 
Estimates based on Medicare outlays by location of seNife delivery. Thus, certain state .estimates may be affected by 
parj-year residency and state border crossing to obtain care (e.g .. Florida & Minnesota). 
State border crossing ma!,es the District of COlumbia estimates unreliable. , i 
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Medicaid Demonstrations and Reconciliation Provisions 

Background 

StateS have sought demonstration authority for primarily two purposes: .(1) to expand Medicaid 
eligibility to, population groups that ire not eligible und~r current law; and (2) to enroll Medicaid 
beneficiaties in managed care delivery systems, without regard to certain contracting requirements 
in cUrrent 12LW. Some States are also interested in using sole-source contractors in their managed· 
care systems. 

I· 

Pending Legislation 

The reconciliation proposals that have passed the House ba the Senate would cut Federal 
matching payments so severely that States may not be abie to maintain coverage for current 
eligibility gJiOUpS, much less expand coverage to new popUlations. States that have alieady used 
demonstration authority to expand Medicaid eligibility would face these funding cuts -- and their 
consequenc:es -- on the Same footing as other States. : 

States would have new administrative flexibility to develop :substantial changes to their Medicaid 
programs. States would be free to use managed care systems - including sole-source providers -- . 
without waivers and. current Federal contractiIlg requirements will be eliminated. They would 
also be abh: to cover new populations, in the unlikely eVent, that they could fund an expansion. 

The Administration's Proposal 

In contrast to the Republican proposals. the Administration's plan will protect Medicaid eligibility 
because it limits Federal matching payments on a per capita basis. This methodology will protect 
both eXpansion eligibles and current law eligibles. States will also be able to expand eligibility on 
a budget-n,eutral basis. ! 

I ! 

States will also have substantial administrative flexibility for Medicaid managed care under the 
Administra,tion's proposal. States Will no longer need Federal waivers to develop mandatory 
managed care programs and the most problematic Feder?J c~nttacting rules -- the 75/25 
enrollment composition rule and restrictions on lock-in provisions -- will be eliminated. However. 
because the Administration's proposal guarantees beneficirhies a choice.ofplan, States will not be 
able to use a sole-source contractor to deliver managed care services. 
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Demonstration 
. State 

Irilplemented 

Arizona 

Hawaii 

(Demo as 
a % of 
Total 

. Spending) 

100% 

40% 

Demonstration Program 

Full managed care for Medicaid 
program including long term care 
benefits. Demonstration began 
State's Medicaid program (1983). 
Seeking to expand coverage to 100 % 
of poverty: additional 150,000 at full 
phase in. 

Seamless coverage for enrollees in 
public program and the unisured 
enrolled in managed care (August 
1994). 300% of poverty: 47,217 new 

Demonstration 
Growth Ratesl 

N/A 

10.9% 
( 1994-1999) 

House Senate 
MediGrant MediGrant 
Growth Rateb Growth 

5.9% 
( 1996-2002) 

4.8% 
(1996-2002) 

Raieb 

5.0% 
(1996-2002) 

3.1% 
(1996-2002) 

1~·~· __ ~ ____ ~_-+~ ______ +=·~~m_o=U~~~~. ____ ~._~ _________ ~;-~ ______ ~.~ ... +-~-' ______ -+ ________ ~I-

Minnesota 2% 

Oregon 62% 

. Expands MedicaId eligibility for 
low-income and uninsured children 

. through managed care (1995): 
68,000 projected new enrollees. 

Priority list of health services to 
define benefit package. Enrollees 
receive care through managed care 
(1994). Expand to poor uninsured: 
128,000 new enrollees. 

19% 
(1995-1998) 

21% 
( 1996-1998) 

14.2% 
(1995-1999) 

2.7% 
( 1996-2002) 

3.8% 
(1996-1998) 

2.8% 
(1996-2002) 

3.1% 
(1996-2002) 

5.5% 
(1996-1998) 

5.0% 
(1996-2002) 

.. 
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j 
Rhode 1sland 12% Extends Medicaid coverage tor low-

income pregnant women and 
children ( < 6) through managed care 

I 
plans including FQHC-formed 

I u\1("\" 11004" 1 1 AI) .................. 11.,..., .. 
1..1.& .&'\J"iJ \.LJJ /_ A.,.t.,."" .I.J..,'" ,",IJ.lVI"~"'. 

Tennessee· 100% Extends Medicaid coverage to low-
income uninsured througb managed 
care infrastructure (1994): 450.000 
new enrollees. 

Approved, ]mplemenation Pending 

Delaware 45% Elderly and aged will receive acute 
. care services througb managed care. 

Current manged care demonstration 
for Medicaid children rolled in 
(1996). Expansion for poor adults in 
children: 8,000 

Florida 65% . Expand coverage throughcommuoity 
". - - " 

healtli purchasing alliances for low- ' -

income workers. Current Medicaid 
beneficiaries receive care through 
managed care plans. 1.1 million new 
enrollees. 

-
Kentucky 66% Unique single provider network to 

expand access to coverage for 
Medicaid beneficiaries. 

4.2% 2.5%' 
(1994-1999) (1996-2002) . 

4.3% 3.0% 
" 

(1996-1999) (1996-1999) 

6.6% ' 4.4% 
( 1994-1998) (1996-2002) 

4.7% 2.6% 
(1996-1998) (1996-1998) 

, . 

2.5% 
(1996-2002)-

7.6% 2.7% 
(1996-2000) . (1996-2000) 

16;3% - .. 7-.-3% 
"U994-1999r" (1996-2002) 

17.8% 7.6% 
(1996-1999) . (1996-1999) 

5.9% 
(L996-2002) 

9.3% 6.2% 
(1996-2000) (1996-2000) 

2.3%.' 
(1996-2002) 

2.7% 
(1996-1999) 

" 

5.0% ' 
(1996-2002) 

7.1 % 
( 1996-1998) 

6.4% 
(1996-2002) 

6.1%' 
(l996-2000) 

6-.4% 
.. (1996-2002'-" 

6.8% 
(1996-1999) 

6.0% 
(1996-2002) 

6.1% 
(1996-2000) 
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I 

lR~~~r::a~a,"C"f:JjH'" 45% Expandf: acce~& to coverage L.".rough '1 t:. at 

. 2.3% 1 ....... ""uu u....., .... wu .... \.-.u ~.JIV 

a combination of expansions and lax (1996-2002 ) (1996-2002 
credits for employer-based 
insurance. Managed care for 10.7% 2.7% ' 2.0% 

I I Medicaid benefidaries. 160,000 1 0996-2000) I (1996-2000) I (1 QQIl-?oom 
. ,;-- - - -.....-- .... ~ 

. projected new enrollees. 

RAFT 

. Ohio 40% Expands Medicaid coverage to 4.8% 4.8% 
uninsured poor with capitation (1996-2002) (1996-2002) 
payments to agencies delivering 

" special services. 500,000 new 8.4% 5.2% 4.8% 
enrollees. (1996-2000) (1996-2000) (1996-2000) 

. Oklahoma Builds linkages between urban and 7.3% 6.1.% 
rural h~alth delivery systems to test (1996-2002) (1996-2002 ) 
rural managed care approaches. 

South Carolina Managed care for rural areas- Undefmed 5.9% 6.4% 
partially capitated payment model. (1996-2002) (1996-2002) 
Expands coverage 10 poor: 280,000 
projected new eIirollees (Framework 
approved -only). - -- --- - - , -- -- - -- -- - --

_ •• p-

.. ---- -- - - . - - - _.-, 
- ---- -. --_. - . ~- - -- --- -- -- -

Vermont 40% Expand coverage for low~income 2.5% 4.7% 
through managed care systems and -(1996-2002) (1996-2002) -
providing managed pharniacy 
benefits to low-income Medicaid 8.7% 2.7% 4.6 
beneficiaries. 26,500 new enrollees. ( 1996-2000) (1996-2000) (1996-2000) 

Note: Demonstration growth rates reflect maXlDlum growth (under budget neutrality requrrements) for demonstration spendmg only 
(except in Tennessee, which includes aU non-demonstration spending). Thus~ growth rates apply to different types of spending 
(mostly acute care and DSH spending) than total spending. Such spending groups tend to grow at different rates than total Medicaid 
spending, which' includes long lerm care. 

8 Demonstration growth rates as reflected in the budget neutrality limits over the period of the demonstration. Where two rates are 
shown, the top rate reflects she average alUlual growth over the period of the demonstration. The other rate reflects the best 
comparison period to the Congressionally proposed r~tes. 
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b House and Senate growth rates are from GAO's table calculating the annua) state allotments based on the proposed formula. 
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BACKGROUND 
Section 1115 Statewide Demonstration 

Ove"if"~ 

• Stau=wide Medicaid 1115 demonstrations have been approved in 6 States, in addition to 
the longstanding program in Arizona: Hawaii, Oregon, Tennessee, Kentucky, Rhode 
Island, and Florida. Kentucky and Florida requit:e State legislation to move forward and 
have had difficulty getting it. 

• South Carolina over the next year is working on ~eveloping the infrastructure (managed 
care networks, information systems) for a Medicaid 1115 demonstration. (South Carolina 
ha,s 110t yet received official approval from HCFA.) 

• Seve~n additional States have submitted proposals: ,Ohio, Massachusetts, Missouri, New 
Hampshire, Delaware, Minnesota, and Dlinois. 

• The States seem generally to be using 1115 demonstrations to experiment with the 
following: 

o Simplifying eligibility. Most States ,are u~ing 1115 demonstrations to break the 
link with welfare eligibility categories and are substituting percent of the federal 
poverty level m determining who is covered. States are also eliminating the 
Medicaid assets tests. 

o Expanding coverage to the uninsured. All ~pproved Statewide 1115 
demonstrations would expand coverage to the uninsured" using Medicaid funding' 
to do so. The expansions range from eXpansions for pregnant women and children 
only to eligibility for everyone under 300% of poverty. The number covered range 
from several thousand in Rhode Island to!about 335,000 in Tennessee. 

o Managed care. States are implementing comprehensive managed care 
arrangements in their programs to help ~ce the expansions and constrain cost 
growth. States are also using the 1115 authority to allow them to develop 
managed care·approaches and lock benefici~es into arrangements in ways not 
permitted under current Medicaid Jaw. i' 

o Cost Containment. A major goal of the proposals has been to control the growth 
in Medicaid spending or to redirect savings in Medicaid to expansions' of coverage. 

• Cun'entlY,,8% of total Medicaid expenditures is spent under waivers in States with 
approved Statewide demonstrations, Adding States with pending applications raises this 
percentage to about, 18%. ' ! , 
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Additionall[nterest from Other States 

• Prellininary discussions have been held with the States of New York, Washington., 
Louiinana, Texas, Georgia, Kansas, Utah.and Montana. Some of these discussions are at 
early:. conceptual stages. 

• It win be sometime before any clear effect is knowniofthe recent elections on the interest 
in or direction of any of the proposals under review ;or those in the conceptual stage. In 
MissC)uri, for example, it has been suggested that the State. legislature may reconsider the 
SC()pC~ of the Statewide reform in light of the absence of action on nationa1legislation. 

, 
Issues 

• 

• 

• 

Protecting existing beneficiaries. 
Currf:nt waiver policy requires existirig Medicaid beneficiaries to be held harmless under 
Statewide 1115 demonstrations. New York and Montana would like to reduce optional 
benefits to the Medicaid population under 1115 aQ,thority, and the States have been 
informed that this causes concern. Waiver policy also maintains that cutoff of Medicaid 
benefits cannot be used as a sanction to enforce work provisions in welfare reform 
waiVf:rs. 

Maintaining quality and access to services. 
All 7 States with approved demonstrations have ~aivers of certain managed care 
requirements. In exchange, States have been requjr~d to submit 100% person level 
encolJlnter data and adopt focused quality assuran~e systems. These data are essential in . 
evaluating availability and use of care for key wlnerable populations, such as pregnant 
womflri and children. 

BuQ.s.et neutrality. 

o Limits have been set on federal funds over the life of the demonstrations at the 
expected level of spending in the absence ofthe demonstration. 

o The share of total Medicaid spending under 1115 authority is significant and 
continues to grow. 

o Common agreement on the approach to setting budget neutrality is critical, given 
the long range implications for the Medicaid baseline. 

o Some States are also looking at 1115 as a ~ay to carry over high DSH payment 
levels and avoidOBRA 1993 reductions. 
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• Covering the Most Needy. Increasingly, States are asking that federal match be provided 
for stmces previously funded entirely by the State, or,·in the case of Massachusetts, 
subsiidize employers who already provide insuranCe ~o low-income workers. These 
proposals are of concern" because they do not expand coverage to new populations and 
can lf~ve the most needy without coverage .. 

• Operational feasibility. 
Some: States have submitted 1115 demonstration proposals without having a fully 
devellDped operational framework for implementing the demonstrations. Operational 
readiIless is critical in assuring access and avoiding beneficiary and provider confusion. 
This (:ontinues to be contentious, given the desire to, review programs within a 120 day 
timefi'8llle, even if States are not ready to implement them. 
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Using 1115 Demonstration Authority for Expanding Coverage 

Description 

• Continue to use III S demonstration authority to promote State flexibility and expand 
coverage to the uninsured. The 1,115 authority provides an administrative, budget neutral 
approach to achieving these goals. 

• Under 1115 authority, either State flexibility could be maximized, or Federal policies 
could direct State programs. 

• Milnor legislative proposals to simplify and reform Medicaid' could provide States 
additional flexibility within the regular Medicaid program., This would lessen the incentive 
to States to use the waiver process as a mechanism for simplifying eligibility and 
circ.,'uinventing managed care requirements. : ' , 

Discussiolll, 

• Budget Neutrality 
1115 demonstrations currently must be budget-neutral, providing both certainty 
and protection to Federal Medicaid dollars. 

Budget neutrality formula is under pressure, and enforcement has yet to be tested. 

Over the long term, the baseline for measuring cost neutrality is not clear. 
! 

• Appeul to States 
Given the budget-neutrality constraint and the political changes at the State level, 
few States are likely t08.vail themselves of waivers to expand coverage. 

• Administrative SimplicitylFlexibility 
The 1115 approach does not require additional legislation to provide States 
flexibility to design programs that meet their particular needs. 

The minor legislative proposals would also be used to take pressure off the 1115 
process and promote State flexibility consistent with Federal priorities. 

, , \ ' 

• Opportunity for Feds to Guide State Refonns 
Some states' proposals are designed principally to reduce State costs and not to 
implement expansions or innovations that will benefit low-income populations. 

In granting 111 S demonstration waivers, th~ Federal government could give 
priority to States that are'seelcing to expandJ,verage and pursue health system 
reform could be given priority . " 
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• Concerns about Substitution of Existing Covenge 
Rather than expand coverage, states may sebk Federal funds for .people already 
covered in State-only programs. 

Similarly, employers may drop coverage if States create a subsidized program for 
their workers. 
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Providing Additional Funds to States for Expanding Coverage 

Descriptio.! 

• Provide matching Federal funds to States that expand coverage of the uninsured. States 
would have substantial flexibility in targeting and designing the program. 

• The Federal contribution to the program would be capped. 

• TIns program is distinct from Medicaid (and Medic3id waiver programs). 

Discussion 

• SimjJlicity and Flexibility: 

• 

Provides flexibility for States to design programs to expand coverage that meet 
their particular needs. For example, states may choose to enroll the uninsured in 
private insurance or a state employee health ,plan. 

Decentralizes decision making to the Stat~s. 

Relatively free from burdensome or restridive "stringS" usually associated with the 
Federal financial assistance. 

Conc:am about State Financing: 
Rather than make new resources available 'for health care, States are more likely, to 
redirect current state spending to attract f¢deral funds. ' 

States may use financial schemes like those originally used in the Disproportionate 
Share Program to obtain federal funds. 

• Concerns about Substitution of Existing Coverage: 
Employers may drop coverage if a subsidized program is available for workers. 

, Rather than expand coverage, States may use funds for people already covered in 
State-only programs. ' 

• Targeting I Equity: : 
The States most likely to participate in the prpgram are those that already cover a 
significant portion of the poor through Medicaid or state-only programs. By 
contrast, poorer states with the most needy populations may be financially unable 
to participate in the program. As a result, ,the program may provide fiscal relief to 
states that have been more generous. in the past rather than expand cOverage. 
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~ any case, there will be a trade-offbetweep fiscal relief and expanded coverage. 

• Inllplications for Medicaid: ' 
Establishment of a capped program for the uninsured may create pressure for a cap 
on Medicaid. 

Establishment of a program with substantiBl State flexibility may create pressure 
for similar State discretion and flexibility in the Medicaid program. For example, 
Medicaid currently haS ma.tiy protections, to assure access and quality of care for 
recipients. lit a Stat~flexibility model with fewer Federal strings, Such protections 
could be significantly weakened.' ' 

States may have incentives to transfer people from Medicaid to the new program if 
the benefits in the new program are less cOmprehensive, the eligibility process is 
less complex, Federal regulations are fewer, ,or the Federal match is higher. 
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Medicaid Restructuring 
Complete State Flexibility with Medicaid Integration 

Descriptiol1\ 

Replace current Medicaid fmanciilg arrangements with Federal block grant payments to States. 
Payments would include the Federal share of the Medicaid program and any new Federal 
funding. States would be responsible for using these Federal payments -- and any required or 
optional State contributions - to fmance health services for low-income residents. 

Discussion 

• FOrDlula for determining the amount of States' grants. will be both technically and 
politically difficult to develop. 

• Broad latitude for States to change their·current medical assistance programs to enhance 
program efficiency, target new populations and solve other State-specific problems. 

• Greater certainty for the Federal Medicaid budget. 

• The Federal government would have little or no:ability to influence the States' use of 
grant: funds. 

• The lFederal government could do less to protec~ current eligibles. The Federal 
goveirnment's ability· to monitor State Medicaid programs would be diminished .. 
Fedetal monitoring of quality of care, access, and fraud and abuse would be restricted. 

• States would be at risk for any unexpected increases in Medicaid spending resulting 
from an aging population, unemployment increases. etc. If the Federal grant is 
insufficient, they would need to either provide more State funding or cut services or 
eligible populations. 

! ; 

• The ultimate risk for program cost increases WQuld be borne by beneficiaries. 
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Medicaid Restructuring 
Medicaid-for-Welfare Swap 

Descriptior! 
Federal government takes over acute care portion of Medicaid; States take over welfare 
programs - AFDC and Food Stamps. 

Discussion 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Health program would be made uniform across :States in eligibility, benefits, provider 
payments and delivery arrangements. 

Improve predictability of Medicaid spending if f~erally financed program is operated 
on a fully capi~~d basis. 

Eliminate Federal/State conflict over program rules for both health and welfare 
progtams, because of clear program responsibilities. 

I 

TIlle Federal costs of making health program uniform would be significant; i.e., higher 
eligibility and higher provider payments. 

No assurance that States would not drastically reduce commitments to welfare 
progtams, without State maintenance of effort and/or Federal minimum standards. 

Decri:ase in the uniformity across States of welf3I'c? coverage. Also, the Food Stamp 
progJ'am, which is a Federal p~gram that provid~s assistance based solely on income, 
and therefore reaches low-income working families, would be left to State discretion. 

. . i , 

Uneven State fiscal impacts - significant number of winners and losers. 

No reduction in the perception of "Big government" ninning Federal programs, 
becalllSe of Federal health care for the poor. 

Significant administrative burden of admiDjste~g a Federal health program that 
includes a "means-tested" eligibility requirement. 
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