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THE SECRETARY OF HEALTH ANDG HUMAN SERVICES
WASHINGTON, D.C. 2020]

MK 28 9dh

The Honorable George E. Pataki
Governor of the State of New York
Executive Chamber

Albany, New York 12224

Dear Gowvernor Pataki:

Thank you for your Medicaid section 1115 demonstration proposal
entitled "The Partnership Plan," which we received on Monday,
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 wvulnerable citizens.

Based on my experience with other waiver»applications and my own
knowledge 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 I 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 limit 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 alsc want to evaluate very carefully the
proposed program’s 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 addltlon, 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 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.

Finally, it has been our experience that successful 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 implemcntation of the demonstration.

We are looking forward to working with you on this proposal. If
Commissicners DeBuono or Glass have any guestions during the
review process, they may contact Lu Zawistowich, Sc.D., Director,
Office of State Health Reform Demonstrations, Health Care
Financing Administration, at (410) 966-664% or John Monahan, my
Director of Intergovernmental Affairs at (202) 690-6060. If you
have any questions, please do not hesitate to call me.

p———

L.

incerely,

Donna” E. Shalala
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E: ‘ DEPAH_T&!ENT OF HEALTH & HUMAN SERVICES Healn Carw Financing Administrstion
Y -~ : ' — ‘
S S 8325 Security Boulovard

. Barmmore, MD 21207

LR~

- Barbara DeBuono, M.D.

Comrmissioner

New York State Department

. of Hedlth ;

Corning Tower Buﬂdmg . : i
Albany, New York 12237 C

Dear C:'mmissioncr DeBuono:

- 'We are pleased to have rewved New Yozks section 1115 waxvcr propasel, entitded
“The Partperstp Plan,” and have distributed it throughout the Department of Health
and Huipap Services for review. To facilitate the review process, we are informing you
of scveral key concerns snd issues which bave been identified. You will be receiving
an additional list of Questions in early May which will prtmde greater detail on these
and other issues.

The key sues are outlincd below:
o 1915(b) Walver Programs

We understand that the State has proposed to expand its carrent 1915(b) waiver.
It is not clear how the State intends to incorporate the 1915(b) waiver programs
that are either curremtly operational, or pending, into & statewide 1115 waiver
: pm;;mm. The proposal indicates that these programs will be subsumed into the

1115 waiver program, but does not specify how of when this will be’ accomplished.
In particular, it is not clear when beneficiaries who are currently earolled in

- managed care plans which are not selected as part of the Statewide procurement

. process under the section 1115 demonstration wﬂ] be transferred to sclected “plans. (

We wapt to cnsure that the process for subsuming the existing 1915(b) programs
intc the section 1115 waiver program is not disruptive t¢ ﬂm beneficiaries.

We are working with HCFA's Office of Managed Care to ensure that issues

common to both waiver requests are addressed consistently. However, we do not
_ identify issucs umique to the 1915(b) waiver request in this letter. The Office of

Managed Care will address these issues as part of its review process.
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0 Implt'm:nmﬁon Schedule

Ncw York is proposing to begin enrollment of certain eligible groups in November
1995. Although the State intends to phase in cntollxnam, the schedule, a8 outlined
in the proposal, appears overly ambitious, particularly given the magnitude of the
proposed program. We understand that New York anticipates enrolling
appreximately 700,000 Home Relief and AFDC-relsted individuals into the
program in less than ore year from today. Between the date that New York
obtains approval for the section 1115 waiver, and the beginning of the initial
enroliment, & competitive procurement process must be initiated, contracts with
health plans must be secured, and approaches to marketing and enrollment must
be addressed We must assure that the program cen be dmlopcd in the time
frame prcscnted in the proposal.

Issues of appropriate tinng, transition, and further development of the existing
infrastructure (particularly for special needs populations) must be considered,
especially in light of the Governor’s proposed Medicaid budget cuts. We will need
to assure that adequate capacity and zccess exist under the demaonstration,
particularly as the proposal acknowledges that the State currently has a gcographx:
maldistribution of providers. .

We encourage the State to work with providers that have traditionally served the

- Medicaid and low-income populations 1o ensure that these populations have
adeqiate access to carc under the demonstration, It is impartant that plans
cansider the role of these providers as they develop networks.

New York must also consider the systems modifications and enbancements that it
must undertake to adapt to a managed care environment and insure that the
systern has the capability of generating required persog-level encounter data. In

- addition, a realistic assessment of the time frames needed to develop and

" adequiately test the modified system’s ability to collect accurate plap enrollment
information from the local department of social sexrvices offices, and t0 track and
recancile capitation payments to managed care entities throughout the State, will

be necessary.
o Budpet Newtrality .

A number of preliminary issues regarding )mdget neutrality have been identified,
and ‘will require resolution in the course of reviewing your proposal. First,

- agreement will have 1o be reached on inflation factars to be used to estimate what
future spending would be in the absence of the waiver; our budget neutrality
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discussions routinely evainate the appropriateness of naﬁcna], state—muposcd. and
other rates. Second, it is not clear whether baseline cost estimates in the absence
of the waiver reflect the current and pending 1915(b) and other managed care ‘
activity, Third, we are concerned that New York is proposing to increasc
Dupmpomonam Share Hospital (I:SH} payments at a rate that is higher than
projected in the absence of the waiver. It is not clear bow New York will track
DSH monies that are redirected to the managed care delivery nesworks and ensure
that the combined redirected and residual DSH expenditures do not exceed

- projected DSH expenditures in the absence of the waiver. Finally, we will nead to
discuss how Medicaid budget cuts will affect budget neutrality calculanom

"o Quility Assorance Standardy

We will want 10 ensure that there is ap adequate m&astructure capable of
providing continuous qualjty assurance monitoring for all individuals enrolled into
the program. In particular, comprehensive quality assurance standards must be
developed to monitor the care that is being provided through the special needs
plais (SNPs) that are to be established for specific sub-populations (i.e., Sericusly
and Persistently Menally I adults, Scriously Emotionally Disturbed children, and
individuals who are HIV-positive). Both the State Department of Health (DOH)
(through the AIDS Institute) and the State Office of Mental Heailth will be -

 develaping systems of quality assurance for the special nceds populations that will
be offered services through SNPs. We will need more information regarding how
these efforts will be linked 10 avmd dugplication and ensure cansistency.

o Encounter Data

We will require detailed information about New Yarks plans for collecting the
'xeqmred encounter data. We must ensure that camplete and accurate encounter
data is obmined, both to monitor the quality of care provided to program
emcllees, and to aswess the impact of the demonstration, as part of the
.independent evaluation that we will conduct.

o Jostitations for Mextal Diseases (IMD)

New York is requesting a waiver of the IMD exclusion, up to a total annual limjt
of 90 days per enrollee. - While the Health Care Financing Administration (HCFA)
technically cannot "waive" the IMD exclusion, it may authorize Federal matching
payments for IMD residents that would pot otherwise be matchable. The State
sbould be aware that, while this authority has been exercised in order to permit
méitching payments for IMD services, HCFA has limited such matching to 30 days
per episode, with an annual limit of 60 days. A
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o Drug Reimbursement

The proposal indicates that rural districts that have part:ally capitated plans that

do riot provide pha:macy benefits may establish mail-order arrangements for the
provision of prescription drugs on a fee-forservice basis. While mail-order
arrangements for pharmacy bencfits are used widely, New Yark should be aware
that it is subject 1o drug rebate and drug utilization review requircments under fee-
for-service reimburcement. We will require additiopal information about how drug
bcwﬁt:wnﬂbecﬁcredmdxﬂmmpmofﬁmSmm,andhawamtomcdmny
necessary drugs for all targeted populations will be assared. ,

o) Ennummm

It appears that enrollment actmncs, mchading marketing and bepeficiary education,
. potenrially will vaty by county ar region. Somzmﬁesmremonsmxymntm:t

with a health benefits mapager to undertake certain enroliment activities, which
could include answering beneficiary questions, while other localities may not.
Regardiess of the enrollment procedures that gre used, we will want to ensure that

 individuals eligible for the program receive compiete and accurate information on
which to base their selection of health plan. We are particularly concerned about
approaches to informing persons eligible for errollment into SNPs of their
enroliment options.

o Iteins Requiring Clarification
Funither clarification will be pecessary with regard to several issues.

o New Yark City’s eligible population, health care delivery system, and
care marker constitute such a large proportion of the State’s
current and proposed programs that the City mexits special focus. We will
need a New York City-focused analysis of fundemental components of the
plan related to changmg utilizatian, service dchvcry managed care capacity,
and financing.

o We will need additional information about how enrollmcnt into SNPs will be
- operationalized; how the needs of individuals eligible far enrollment jmo an
SNP will be addressed during the transition period; and how the needs of
persons who may require access to services available through both types of
SNP: will be addressed, both during thetranuhanpeﬁodandtm'uughout
the demomstyation program.
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o There is some confusion regardmg the dming for mduuon of the Home:
Relief population as a covered group under Title XI{ - When we met with
you on April 10, you indicated that New Yark expects to teceive Federal
matching payments for the Home Relief population as these individuals are
enralled into managed carc. However, the proposal indicates that the
Home Retief population will be covered under the Tite XIX program,
effective July 1, 1995, sugpesting that the State anticipates receiving Federal
metching payments for these individuals as of this date, regardiess of their
enroliment status, even though enroliment for this group will be phased in
over 8 24-manth period. If this is your intention, it is not clear why Federal
matching payments for the Home Relief population should begin prior to
their earollment into managed care, and how this advances the goaks of the
demonstration,. We will peed clanﬁcat;on abowt this aspect of the proposal

o At our meeting of April 10, you indicated that individuals who' are eligible

: ~ for the Home Relief program, yet are determined t0 be “employable,” will
be limited to receiving Home Relicf benefits for a 90-day period, and will
not be enrolled into the program. This is not addressed in the proposal.

Although there are additional issues that we will need to address, in order to expedite
the review of New York State’s waiver request, we would like to begin pow to work
with your staff to resolve these major issues. If your staff has any questions concerning
budget neutrality, Paul Boben is avaflable to assist them, and can be reached at '
(410} 966-6629. Debbic Van Hoven is also available to provide assistance an
programmamc issues. She can be reached at (410) 966-6625.

We Jook forward to wnrldng with you in resolving these issues.

Sincerely,
412a~,<5¢-£§$32¢¢E,/

= Lu Zawistowich, Se.D.
Director

. Office of State Health Reform
Demonstrations

TOTAL F.E%

TOTAL P.gE




TMEMORANDUM'

Laura Tyson “ o o | May 18, 1995 .
' Chris Jennings ' - A . :
New York State and Health Care
Paul Doegan

EF-FEI

- In prcparatlon for your interview with The New York Times tomorrow T am enclosing

~ some background information on health care issues relating to the State of New York.

" Because of the Medlcald budgetary politics at the national and statc level, your dlscussmn
with the Times Board is partlcularly tnncly A '

Yoo

, Also timely is ycstcrday's Medicaid statc'—byé'statc 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 (under Domenici) and $20.9 billion (under Kasich) of .
Federal Medicaid dollars over seven years. Tomorrow, the Kaiser Foundatlon is scheduled T
_ to release their state by state. Medicaid 1mpact 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 billion —— the amount of

. Medlcare Ifunds coming into New. York. (Scc attachcd) o

It is 1mp0rtant to notc that Govemor Patakl's rcccnt proposed cuts in Medicaid are

L crcatmg firestorms of protest from our traditional "base.” Many of the inner—city hospitals

and the unions that represent them -are- claiming that the Governor's proposals (they haven't -
even focused yet on the possible Federal reductions) could result in significant layoffs,
particularly in New York City.  This controversy has already attracted the personal

.. attention/involvement of Harold Ickes and Donna Shalala. In short, there are' some major

“league politics here. As a result, other than dlscussmg the macro issues of what the Congress
. is considering vis a vis Medicaid and its likely impact on New York,. I advise caution'in -
delving too far into the issues surrounding the Pataki Medicaid cuts. :

Other l>ackground information 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 and reform status;. (3) some background information on the Pataki-Medicaid
issue, with some recent correspondence from and to the Govemor, and (4) copies of some
recent New York Times articles on the Pataki Medicaid proposals If you havc any questions, . -
please don't hesitate to call me -at 6—-5560 ;




=] CENTER ON BUDGET
1/ AND PoLICY PRIORITIES

May 17,1995
STATE IMPACTS OF THE HOUSE AND SENATE BUDGET PROPOSALS FOR
~ MEDICAID

By Ciﬁdy Mann and Rxcha}rd Kogan

Both the House and the Senate Budget Committee would cut federal Medicaid
- - spending deeply. The cuts would grow over txme, and the depth of the cuts would vary
W1dely among states. , ‘

‘ The House Budget Comrmttee would cut federal Medlceud payments to states

" $187 billion over seven years, while the Senate Budget Committee would cut $175 billion.
Both Comumittees would impose an aggregate cap on federal Medicaid spending. Under
the-House plan, in fiscal year 1996 the federal government would pay 8 percent more than
itdid in 1995. Federal payments would rise by 5.5 percent in 1997 by 4 percent in each of
1998-2001 ard by less than 2 percent in the year 2002.!

The Se.nate Budget Comumittee would limit the growth of federal Medxcand
payments, other than dlsproportxonate share hospltal (“DSH”) payments, to 8 percent in
1996, 7 percent in'1977, 6 percent in 1998, 5 percent in 1999, and 4 percent per year
thereafter DSH payments wo uld be retamed but frozen at 1995 levels.

_ * Both Committees charactenze their Medlcald 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 proposal, by the year 2002 the average cut- would grow to 32 percent The Senate
cut is almost as harsh; by 2002 1t would reach 30 percent '

~ The Dep'th of Cuts Would Vary Amérig States |

Thw 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 i in 1995. This ap proach has

' One House Budget Committee document claims that “the increase in Medicaid payments would be
restrained to 8 percent in fiscal year 1996, 5.5 percent in fiscal year 1997, and 4 percent a year thereafter.” (The
Budget Resolution for Fiscal Years 1996-2002: Discussion of Policy Assumptions, House Budget Committee,
‘May 10, 1995. Emphasis added.) The Medicaid dollar figures in other Committee documents make clear

© thatin 2002, however, the cap would limit the growth of federal Medncand payments to less ti 1an 2 percent,
not 4 percent.” :

777 North Capltol Street, NE, Suite 705, Washington, 0020002 Tel 202-408-1080 Fax 202-408-1056
Robert()reenstdn Exeaxtwel)iredx)r )

o—{"e?



béen.suggesteci by several prominent Republican govefnoré Under this assumption, the
cuts would be substantial for all states. But the depth of the cuts would vary wxdely
among states, as the attached tables show.

e Under the House Budget Comumittee caps 26 states would lose at least one-third of .
their federal Medicaid payments by 2002. The largest cuts would occur in West
Virginia (a loss of 39 percent) and Florida, Georgia, and North Carolina (38
percent). In contrast, New Hampshire’s federal payments would be cut only 10

- percent; every other state would lose at least one-fifth of its federal payments:

. Under the Senate 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.of its federal funds, and Missouri and Kansas would lose 21 percent and 22
percent,. respectwely '

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

A staté—by«state cap also locks in place the inequitable distribution of current
funding since all future federal payments are based on current payments. Medicaid
spending per beneficiary averaged $3,900in 1993, but spendmg per beneficiary ranged
from highs of $9,700 in New Hampshire, $7,100 in New York, and $6,900 in Connecticut
to lows of $2,400 in Mississippi and New Mexico, and $2,800 in California and Florida. In
part, this results from the highly inequitable dlstrlbutlon of DSH funds.

Conclusion‘

. Claims that the proposed Medicaid cuts are only slowmg 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 children, elders, and disabled persons.
Moreover, if the cutsare 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 damaging and inequitable results. -

? House and Senate Budget Committee documents say that the distribution of federal funds among
states could vary from the 1995 distribution or fram existing law. This analysis assumes state-by-state
black grants based on 1995 payments to states, as suggested by some Republzcan LOVErnors; no specmc
alternative basis has been suggested. .



HOUSE : ' Federal savings from capping Federal Medicaid payments
‘ (using House Budget Committee caps. Dollars In millions)

Assumedcap==> 80%  55% 4.0% 40%  40%  40%  1.9%

: 1996 71997 . 1998 1988 2000 2001 2002 7-yr Total % in 2002
Total : 2,939  -8,368 -16,342 -24,882 -33,772 -43,712  -56,569 -186,584 -32% -

Connectictt .~ -9  -53  -132 220 314 437  -601
Delaware . 6 17 0 32 -49 -66 85 110
DC “L a5 43 . 83 128 175 -227 203

Florida

fowa ' 5
Kansas o 4 24 61 101 -
Kentucky .75 -185 -364 -546
Louislana :
Malne

Missour! . - ‘ » ~ :
-Montana ' -22 -52 -90 -127 -~ -162.  -188  -246

Nebraska . -12 34
Nevada ! -9 -24
New Hampshilre

Ohlo R
‘Oklahoma : 53 133 240 351  -459-  -578  -727 -2,540

~ Oregon ; 46 -112 199 -287 372 465  -584 -2,064 ,
* Pennsylvania . .57 236  -546  -887 -1250 -1,648 -2,169 6793 . -30% .
Rhode Island’ -14 42 .87 138 . 192 251  -327 1,053 - B1%

Vermont o 5 .15 -31 69 90  -118 3 31%

Virginia , 69 -169 -302 -440 -572 -718 -904 . - -36%
Washington 83 ;206 373 -544 . -716 905 -1,145 -39 . -35%
West Virgina 83 -199 -349 -501 647 808 -1,008 -39%
Wisconsin -51 -145 =282 - . -435 -597 776 -1,005 3, -32%

Wyoming , -5 .18 -24. -35 -46 -59 -75 : _ - -33%



SENATE : Federal savings from capping Federal Medicaid payments
' : (uslng Senate Budget Committee caps. Dollars In millions)

. Assumed cap ==> 8% T% - 6% 5% 4% . 4% 4%
- o o o , v “Percent cut
L ‘ 1986 - 1997 1998 . 1999 2000 2001 2002 - 7-yrTotal in 2002 -
Total S . -3,619 8,246 -14,689 -22514 -31649 -41844 -52,528 -175,088 B =30%

Colorado o -39 85  -146 218 389 483 1658 - -32%

. Connecticut : o -24 -60 -120 =201 ~431 © -565 1,701 -23%'
Delaware " b7 -15 . =26 -1 - .77 -97 -321 :  28% .
DC ‘ ~-17 ~40 72 -112 Co-212 -267 . 880 -31%

Florida

lowa . - 20 - 46 88  -145  -215  -202 4,178 - . -25%

Kansas | 41 26 54 -91  -138  -190 = 248 756 -22%
Kentucky 78 -175. 307 469 656 861 1,076 3621 . 1%
Loulslana . 161 348 . -584 854 1,140 -1451 -1,782 6320 . . -29%

Mal 9 -25 -53 -93 -144

Missourl . C21%.
Montana 144 81 219 803 -33%
Nebraska 125~ 169 215 -687 - -26%

Nevada ‘ v -11
NewH '

Oregon
Pennsylvanla Y 86
Rhode Island

Vermo|

Virginia . 715 160  -270.  -395 - -528 676 -2,933 -33%
Washington ' 95 204  -343 502 678 871 -3,765 -33%
West Virgina 91 -195. . -824 465 614 777 -3,415 -36%
Wisconsin 52 -121. 221 358 -512 688 -2,817 -28%
Wyoming -5 -11 -19 29 -40 -52 -221 -29%



MAINMEDICAII) POINTS" e

REPUBLICANPROPOSALS AR b
'HOUSE: - e e R ST
' Pohcv Statcs will recewcaﬁxed g:ant begmmnngY 1996 .
Based on FY’ 1995 federal expendxmres, grown at:
' 8% in'1996; ’ ;
5.5% _ in1997; Co
4% - .in 1998 and subsequent ycars

- Federal Savings: - - 51871 billion between 19962002 >
c ' ' $54billion (30% mducnon from b&s‘elme) in 2002 alone .

Impact on NY Kaiser Commnssxon : '
» $19 biltion- between l996 ’?002 thlsus almsot 10%. of the total savmgs
$6 hﬂhonl(Z'i% reducnon &om basehne) in 2002 alone .

SENATE : ' - L -
T Polxcy~ States will reocweaﬁxed gmnt begmnmg in FY 1996 ol ’ R
' Based on FY 1995 federai expendmxres, grown at;. ” R

8%id 1996,
7% in 1997, ’
6% in 1998;’
5%in 1999, - .
4% in 2000 and subsequmt years N
Thxs cap’ would apply to non-DSH ex;wendxtum N .
Dmpropomonate Share payments ‘would be ﬁ'ozen at 1995 levels. R
Federal Savmgs' DT 818 bllhon between 1996 - 2000 -
) $53 b:llton (almost a 30 % reducnon from basclme) in 2002 aloue

Impact on NY Kmser Commxsswn P ' e '
‘ $19 billion bétween 1996 2002 thls is almsot li% of ?hc total savmgs
$6 bxlhou (27 % reductlon from baselme) in 200’? alouc o

-
T

NEW YORK WAIVERGROWTH =
g New York h&s appl xcd for an 1 115 waxver to

o ‘ Martaged care for all recxplents excapt aged and msumtlonalzzed d.xsabled
o - New health plans for specnal neads populanons :

New York projects its e\pcndlture growth rate under the waiver to by ! l%
, Undnﬂr mrher the House or Senate block grant proposals the federal expcndtmres to New York would grow

at less than half the rate proposed under the waiver. This wouid make it 1mpossfb§e for ‘New York to
run its demonstration as planned



New York

Current activity: ‘Legislative leaders have signed on as sponsors of a comprehensive HMO "due process” bill. The
bill is aimed at forcing HMOs to disclose in detail information about the distribution of revenues, the claims denial
rate, and results of internal appeals. It would also lay the burden of proof upon HMOs to justify their selection or
exclusion of providers. 7 S -

Insurance reforms: (IHPP, 1994-95; Blue Cross/Blue Shield, 1994) \

Small group and individual market reforms: (Enacted in 1992.) For firms with 3-50 employees: requires
. pure community rating (rates vary by plan. type and geographic location only); open earollment and ~

guaranteed issue for individuals and small groups. - Insurers. are required to contribute to a reinsurance pool

to belp pay for high cost conditions such as AIDS. Another provision, which has not yet been implemented,

requires insurers to contribute to another pool which would be used to subsidize insurers with a

dlspro portionate number of high risk enrollees.

Impact: Although the evidence on the effect of reforms is mcomplete the NY Department of Insuranca

. claims 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 enrollees generally received rate decreases,
while younger ones received rate increases). There is controversy surrounding the enroliment impact of the
reforms. It appears that more high risk individuals gained access to insurance and that some low risk
individuals dropped their coverage. There is some evidence that the reforms enhanced price competition and
spurre‘d increasexd managed care penetration. . :

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

) Cost containment measures: New York has a multi-payer hospital rate-setting system based on diagnosis
related] groups (DRGs); Maryland is the only other state with a comprehensive system like this.

Medjcmd'
High d;spropﬂmonate share program state.
[ N
A Prbposed Medicaid 1115 demonstraiioil would place the current-Medicaid population (except the elderly and
the institutionalized disabled) into managed care’ programs It would also establish new health plans to serve
specigl needs populanoas :

Pmposed expansion of e:ustmg mandatory Medxcaxd Mamged Care waiver to all of New York City.

Insurance c_toverage, 1993 (March 1994 CPS)* | State us.
'Employer;sponsoréd Insurance - : o 57% 57%.
Medicare . 9% 9%
Medicsid - » . R T 9%
Other: S . 8% 10%
Uninsured - o o 4% 15%

Enrolimeat in IMOs (% population) (AARP, 1994) | , 21.4% C17.4%

Health Expenditures |




Health Spending Per Person, 1994 (AARP, 1994) - | s $3,068

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 Utilization (AARP, 1994) i

Low birth weight babies (%): White me . . , o 6.2% 5.8%
Black rate L 13.7% 13.6%
AIDS cases per 100,000, FY 1993 . L 88.4 L
Hospital admissions per 1,000, 1992 o » 137.% 131.5
Emergency unit visits per 1,000, 1992° | 3794 |- 356

** Note: These catigories are mutually exclusive. Ifa person has both employer-sponsored insurance and Medicare or Medicaid, then that
person is considered covered by employer-sponsored insurance. 1f a person has both Medicare and Medicaid, then that person is considered
covered by Medicare. Thus, the Medicare and Medicaid counts do not maich program data. Percents may not sum to 100% due to
rounding. ' ' - ' - : < '

'
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THE WHITE HOUSE
Offrce of Media Affarrs

FOR IMMEDIATE RELEASE ~ Contact: 202/456-7150
 May 12, 1995 - , -

o
'

Republican Budget Proposals ‘
~ A Broken Contract with Amencan Families and therr Parents in N ew York

: "The Republican budget is wrong for working famzlzes zt is wrong for the elderly, it is
wrong for the economy and I 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 cutfor the
wealthy." VWhite House Chief of Staff Leon Panetta 5/10/95 ‘

| Republicans are proposmg the largest Medicare cuts in hxstory The House
‘Republican 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 beneficiaries and 50% from providers.)

More than 2.6 million Med_rcare enrollees in New York would pay. $986_.
more in 2002 alone and $3,423 more over seven years. Overall, the state of New
York would lose $5.3 billion in Medicare fund.mg in 2002 alone and 518 5 billion

over seven years. _

Tax.Increase \ ' ‘

Republicans are mcreasmg taxes on millions of workmg farmhes by scahng
back the Earned Income Tax Credit (EITC). The Senate Republican budget proposal
would raise taxes by $21 billion over the next seven years on more than 12 million
workmg households. : . .

" This would mean an average tax increase of 51,506 over seven years on
718,506 workmg families in New York. :

t
'

. College Costs Inerease - | ; ' , [

By elmunatmg the m—school interest exemptlon, House Repubhcan proposal
would raise college costs for four million students nationwide by up to $3,000 each.

In New York, 383,394 students would have to pay up to $3, 000 more in costs
for college loans or 18 percent per month in higher repayments : .
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CHAPTER ONE -

INTRODUCTION & EXECUTIVE SUMMARY

New York State operates the nauons largest Medicaid prog;ram, serving a population whose
needs and diversity are unmatched. With 3.6 million rccxpxcnts 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 next two highest States together.
Growth in state spending for Medicaid has averaged nearly 11 percent a year over the past
ten years. The local tax base can no longer support this unbridled growth, and taxpaycrs '
have lost confidence in the progmms ability to prowde quahty health care at-a price they can

pay.

The Stzte has proposed bringing the Medicaid program into line with available resources,
through a combination of program reform, 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 lead the nation in overall medical assistance expenditures.

The linchpin of New York’s Medicaid reform effort is the statewide Section 1115
.demonstration project described in the following pages.; This initiative reflects the State's
firm belief that it can provide better health care to its low-income and disabled citizens,
_includirig hundreds of thousands of poor children and pregnant women, in & mote rational
and cost-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. :

. Over the past decade, New York has developed ﬁgmﬁéant experience at the local level in
managing the care of the Medicaid population. ‘These local efforts have resulted both in
signficant savings and in improved quahty of care for .beneficiaries. New York now seeks to

' 1mplement these reforms statewide, in order to construct, deliver and finance a system whxch
will remain viable into the next century .

A. Background and Policy Context

Despite the large expenditure of public funds in the New York Medicaid program, significant
‘numbers of Medicaid recipients continue to experience difficulty in accessing primary health
care and many rely on hospital emergency rooms and outpanent departments for basic
services. Over the years New.Xork has implemented; nany programs in an attempt to correct
this critical shortcoming. Programs like the Prenatal Care Assistance Program ("PCAP"),
which provides comprehensive prenatal care and has improved birth outcomes for pregnant
Medicaid eligibie women, have made a difference for some individuals, however, they are at
best a partial solution. A more comprehensive, all-encompassing strategy is needed to ensure
that New York can assist its low income and disabled citizens in obtaining esscnual health
care services.
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The first step in this process involves developing 2 rationsl approach to purchasing health
care services on behalf of those for whom the State has sccepted nxponsibihty The current
fee-for-service system of health care has proven Probinmnnc Inherent in the fee-for-service
madel &re financial incentives which drive care delivery to the more costly end of the service
continuum, Reimbursement for primary and preventive care in & physician's offics ~ the most
appropriate and efficient gite of care delivery for basic servicas — i3 woefully low. However,
given current budget conditions, improvements in the level of reimbursement for these
services can only be sccomplished by re-allocating existing program dollars. Such re-
allocatons are not effectively sccomplished within the regulatory model, and New York must
rely more beavily on market forces to z.chxm thess goa!s mp:d]y ,

In re-structuring ita Medicald program, Ncw York proposes 0 convert its delivery and
ﬁnmang system, which is cheracterizad s one in which providers “do well by doing more,”
10 one in which pmdm ere rewarded for keeping patlents healthy, thereby reducing the
need for more invasive and costly medical interventions. Through the uss of fully-capitated
managed care plans, the State will ensure that esch Medicaid reciplent has 2 "medical home*
and a rational way in which to obtain health care services. In return, they will be requxred to
ensure that each enrolies hag & primary care provider, adequate access to a full continuum of
quality heelth care and 24 hour acoess © emergent and urgcatly needad services.

New York State's Madicaid population includes wge numbers of individuals with speml
health care needs. The Stas currently has approximately 100,000 Medieaid recipients with
HIV/AIDS, the largest sumber of any State. Another 100,000 recipients are diagnosed with
serious memat ilinesses or behaviorally disturbences. Significamt numbers of recipients suffer
from substance abuse, homelessness, and tuberculosis. The program reform model proposed
by New York thus includes special initiatives directed at meeting the needs of those
individuals with extensive and complex needs, while at the same time accommodating others
with demands which more closely mirror & treditions!, commercially insured population.

i .

B, ManageannInfunructure . ,
. The manasged care mdustry in New York State has grown exponenﬁelly durmg the past
decade. In January 1984, there were a total of 13 HMOs operating In the State, with a total
" enrollment of glightly mora than 1 million individuals. This number included fewer than
25,000 Medicaid reaptetm '

In 1985, eomprehensive HMO regulations addmwd certification of for-profit HMOs i in New
o York Smta for the first time. .This opened tbe door to significant markst growth. At roughly
the sams time, the initial piece of legislation in New York's evolving effort to reform the
Medicaid program was enacted. The Medicaid Reform Act of 1984 authorized and provided
funding for the development and implementation of Prepaid Health Service Plans (PHSPs).
PHSPs are generally formed by privete not-for-profit providers, principally comrmunity-besed
organizations, to serve public assistance beneficiaries. PHSPs are required to mest the same
reserve requiremerits and general fiscal solvency requirements as commercial HMOs, ‘

12 .
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atthough they may begin operating with a lower level of capitalization than is generally
required by an HMO. Liks HMOs, PHSPs are fully capitated and, fike HMOg, they must
demonatrate to the State Department of Health that they have comprehensive, accessidle .

- provider nctworb; the capacity 1o provide integrated and coordinated care across & broad
spectrum of servicss; s formaf earollee grievanca and complaint resolution process; and
formal and systematic utilizadion review and quality. improvemem programs.

By January 1991, with  number of HMOs and PHSP$ already in operation, the New York

Legislature enacted legislation requiring every LDSS to develop a managed care program in
its dxstnct, wl:h the goa! of enrolling 50% ofthe Med:cmd population over five years.

Todey, 30 comprehewvc HMOs opmte statewide, complemcnted by an additional {]

Prepaid Health Servicas Plans (PHSPs), serve almost $ milllon New Yorkers, including
approximately 500,000 Medicaid recipients. Forty-three of New York's §8 Jocal districts

have managed care programs, with an additfonal § to 8 districts ready to implement prior 16

the start of this Demonstration. Thus, throughout the State, both mansged care plans and

local governments have already garmered s:g-nﬁaam cxpenence in serving Madicaid recxplcnts
through managed care, _ :

C.  Highlights of the Demun-mﬁon Desigu '

The New York Demonstnuon is a statewide mmative. All fifty-seven counties and the five
boroughs of New York City wﬂl be involved in the raform progmm

" Virtually all Medicaid recxpzmts except those reeemng long term care and those who are
dually eligible for Medieare will be enrolled in fully-capitated HMOs and PHSPs, These -
plens will offer comprehensive benefits, with &n emphasis on primary snd preventive eare and
acute care services. In less populated areeg of the State that may not have sufficlent.
HMO/PHSP espacity for ﬁ.\lly-capxtatcd plans, the State will use pamally capitated plms :

In eddition, the State will sontract with Special Needs Plans (SNFs) fcr the provision of care
and ¢ase management services to persons infacted with HIV and persons with AIDS, and to
Serious and Persistently Mentally Il (SPMT) edults and Seriously Emotionally Disturbed
(SED) children. Thess SNPs will also be fully capitated. The HIV/AIDS SNP will provide
all covered services, including personal care and nursing facility care, under a methodology
which takes into sccount the degree of impairment of the individual. A local social services
district may choose between two models for the niental health SNP, based on the needs of
that jurisdiction, Those enrolled in the first model will receive all their health care, both

~ physical and mental health care, through these entities. in the second model; the SNP will -

: prcmde only mental health benefits and witt coordinate with the HMO/PHSP for the
provision of the basie heslth benefits. : ,

Contract gwards with managed care organirauonx - HMO:, PHSPs, and SNPs =~ will be
besed on veveral factors inchuding quality of care, 'cost, and demonstrated capacity to sarve
Medicaid cliets, including eppropriate geographic distriburion of health care providers. The

13
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State will implement contracting strategies and pohcieé specifically designed to cncbungs ‘
linkages between managed cars plang and tradmonal community resources such as school.
based clinics and faderlly- qughﬁed hcalth centers. : ,

"Some aspects of the proposed pmgram, most notably ¢ligibility determinations md e~
determinations, will bs administered by the Local Department of Social Services (LDSS) or

" New York City's Human Resource Administration (I{RA.), a3 they are todsy. In addition, in
several key areas, the Demonstration Project will give the LDSS or HRA various
implementation options from which to choose. Local districts will select the health plans
with which they wish to cantract, based on locally developed selection criteria, from among 2
universs of plans pre~scrsened and designsted by the State. Local districts will also be able
to select the model for providing mental health benefits to the seriously and persistently
mentally 11l in their ares. Moreover, Iocal Commissioners will decide whether to carve out
schoolsbassd gmcral acute care health services and continue to pay for this care on & fee-for-
service basis or to incorporate this primary care in thc capitated plans.

This Demonstration will develop and test measures of scoess, pmcwes and gutcomss of
care that are keyed to unique characteristics and health problems of the Medicaid population
for all types of managed care plans, The State Department of Health will monitor the
provision of primary and preventive care, treatment of linesses and disease and the provision
of all other health care in general. Cognizant agencies, including the AIDS Instituts in the
Department of Health, the Office of Mental Retardation and Developmental Disabilities, the
Office of Mental Haalth and the Offce of Alcohol'and Substance Abuse Services will wotk
with the Department of Health to promulgats climical standards of care in thelr areas of
m:pcrt!sc #nd to monitor campliance with thnae standards.

D. I’urpou end Value of‘tht Demonmt'.an i

. The proposed New York Demonstration Waiver program offers the federal government,
through HCFA, the opportunity to implement comprehensive reform of a program that -
represents nearly one-fith of all Medicaid program expenditures nationally. By warhng in
collaboration with the Stste, HCFA can snaure the public significant savings over the existing
entitlement program, while achieving substantial imgrcvunmta in the areas cf service
dehvery access and quality ofcare

.
The New York Demanstration Project algo aﬁ‘ords thc umqua opportmﬁty to wﬂum the
benefits of serving lerge groups of individuals with special health care needs in 2 managed

~ care environment The fully capitated SNP model which will serve the RTV/AIDS Medicaid

i population will be unique in the country. Both of the proposed Mental Health SNP models
offer unique mechanismy to serve the needs of sericualy mentall ill and emotionally distrubed
populations when they are in 8 phage of their ﬂlnes: requiring & higher intensity of services

The remainder of this document deseribes in datail the propossd New York demonstration
program, identified as The Pmﬁ'ﬁhlp Plan. Chap‘ter 2, “Demonstradon Design,” s the heart
- of the proposal and deaeribes in dmﬂ the structure ot‘th: program. Chapwr 3, “Program

1-4;
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Adminsigtration and Management,” sets forth the proposad menagement and administrative
suructure for the demonstration. Chsapter 4, “Evaluation,” presents & framework for ‘
structuring an eveluation 1o assess the eﬁ'ecuvamss of the demonstration’s design and
opmuoaa Chepter $, “Casalosd and Cost Esmmtes, presenis caseload and cost
projestions, with end swithout the Section 1115 waiver, and demonstrates budget neutrality.
Chapter 6, “Weivers Requested,™ list thoss sections of the Social Security Act and
accompanying regulations which must be waived in erder for the State to implement the
demonstration project. Finally, Chapter 7, “stpomﬁon of Existing and Pending Waivers,”
catalogues New York’s current and proposed waiver projects end how they will bc aﬁ“ectud
by the statewide initiative proposad i in The Pammhxp Plan

18
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THE NEW YORK STATE PARTNERSHIP PLAN.

- On March 20, 1995, the State of New York submitted a section 1115 Medicaid
demonstration proposal that would permit Federal ﬁnancxal pamclpauon fora
demonstration entitled,"The Partnership Plan." The State is proposing to move
approximately 2.8 million currently eligible individuals and approximately 400,000 Home
Relief (General Assistance) recipients from a primarily fee-for-service delivery systcm to
a managed care environment. . . ; -

The New York State mmanve mcorporates three broad ‘initiatives as part of The

Partnershlp Plan: . :

. ‘The transition of the State’s acute care program from fee- for-serv:c;e to one of
prepaid managed care. ‘

L] The development of special needs plans (SNPS) to serve certain sub-populations
that require intensive and heavily case-managed care regimens:

. The conversion of the State’s Home Rehef populatlon (low income adults with no
‘ categoncal linkage to Medicaid) to a Federal Title XIX eligibility group
i
, The State dntlcxpates secunng Federal approval for the program in July 1995, and

intends to begin enrollment, usmg a phascd-in approach, in November 1995.
Under The Partnershxp Plan, New York State will procurc contracts both with State-

- certified Health Maintenance Organizations (HMOs) and State-certified Prepaid Health
Services Plans (PHSPs). In addition, fully capitated SNPs will'be established for the

| ‘provision of care and case management services to individuals who are HIV-positive or

who have AIDS, Seriously and Pcrsxstently Mentally 1ll adults and Scriously Emononally
Disturbed children. A

: Managed care enrollees will be entitled to the same benefxts as are available under the
fee-for-service Medicaid prograin and will receive a comprehenswe benefits package.

However, certain services, e.g. long term care services, will continue to be. prov:ded on a
fec-for-service basis. : ‘ P

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 expects to realize significant savings attnbutable to the managed care initiative
over the S-yedr demonstration program

, A
The State expects a pendmg section 1915(b) waiver thaté would provide for mandatory
managed carc enroliment for all AFDC and AFDC-related Medicaid recipients in New
York City (over 500,000 individuals) to be approved and become operational in the
summer of 1995 (and eventually be subsumed under the% section 1115 waiver).

i
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SYATE OF NEW YORK -
EXECUT!VE CHAMBER

. . ALBANY 12224 '
GEORGE E. PATAKI
GOVERNOR

March 17,. 1995

Dear Secretary Shalala'

. I am submxttlng on behalf of the State of New York an
application under Section 1115 of the Social Security Act for
approval of a Demonstration - Pro;ect to implement a statewide

, manageﬂ care program. This project is an integral element of the
.State’s overall strategy for reforming and restructuring its
health care programs to comport with available state resources,
to improve the systenm 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 servxces.'

The submission of this applicatlon follows the completion of
a process of public meetings, comment and involvement that was
prev1ously approved by your Health Care Financing Administration
as consistent with your Department’s policies on public
part1c1pdtlon in sectxon 1118 demonsfrat;on proyect development.

In cur Demonstratlon Project, we comblne the existing
Medicaid population (other than the elderly and disabled that are
served in institutional settings or in alternative arrangements,
and certain other excluded categories) together with the Home
Relief population (those that are financially needy but do not
meet fedpral categorical ellglblllty requirements), and provide

- for their health care through a system of managed care networks
that will be selected after a competitive bid process and will be
paid on a capitated basis. We believe that this reliance on
prlvate narket structures will lead to greater reliance on
primary and preventive care and.less use-of inappropriate and
costly aJternatlves. At the same ‘time, we are building a sound
quality assurance system into our project, to assure that the
promise of hlgher quality care and better healtb outcomes 1s
realized.

Q PENNTED Om RECTYCLED Paigs,
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For those populations that have special needs and require
more intensive services, our project will utilize special needs
plans, which also will be focused on managing the care of their
enrollees and will be paid for on a capltated basis.

¥We have cons;derable experience wlth managed care in New
York, and we believe the capacity is available to handle the
addltlonal caseload that we propose to make available to that
method of care. Further, our proposal will meet federal budget
neutrality standards. It is my hope that we will be able in Neu
York to effect significant savings in the overall level of
Medicaid spending. The demonstration project will assist in that
effort, both by making it possible to deliver necessary. services
in a more cost efficient manner and by enhancing the quality of
service provlded and 1mproving the health of the people that we
serve. 4 i

We in New York are committed to begin implementation of the
. program this year, and we therefore are asking that your
‘Department 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
direction of the Demonstration Project,; I ask that you and your
Department work with them in the waiver approval and.
implementation process. They fully unde-stand 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 you and your Department in
the speedy processing of our appllcatlon and in the
1mp1ementation of the demonstration program. ' -

Very truly yours,
.Honorable Donna E. Shalala
Secretary ‘ ,
Department of Health and Human Services
200 Independence a.enue '
Washingten, D.C. 20201
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THE SECRETARY OF HEALTH ANO HUMAN SERVICES
WASHINGTON, D.C. 20201 |
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©MAR 28 3:33

‘The Honorable George E. Pataki- . :
Governor of the State of New York - '
'Executive Chamber |
Albany, New York 12224 ‘ o

" Dear Governor Pataki: -
‘Thank you for your Medicaid section 1115 demonstration proposal
entitled "The Partnership Plan,* which we received on Monday,
March 20th. My staff are currently. reviewing the proposal in
detail -and will be in touch with State health offic1als shortly
to begln ‘the evaluation process. Ly o

I understand that you have already responded to initial publlc
concerns regarding the waiver by slowing down your implementation
schedule and delaying until January 1997 enrollment of some of
New York's most wvulnerable 01tlzens. .

Based on my experience ‘with other waiver applications and my own
knowledge 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 comprehen51ve list
of issues after my staff and I have had time to fully review your
proposal. ‘ 5 i
Even with full lmplementatlon delayed untll 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 understandlng how the State plans
to monitor quality and effectiveness of ccare, and what systems
the State will put in place to limit enrollment should problems
develop. We will also pay close attention to the treatment of
the numercus chronically ill persons who will be moved into
managed care. We will also want to evaluate very carefully the
proposed program’s 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 organlzed 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.

[
3
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Page 2 ~ The Honotable George E. Pataki -

) . : [
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 academic health centers receive quality health care services.
We will alsco 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. '
Lo o D
Finally, it has been our experience that successful health care
demonstrations turn upon a state's effectlve consultation with
the public, including elected and app01nted officials,
beneficiaries, and all those in the New York health care industry
from the d851gn through the 1mplemcntatlon of the demonstration.

We are looking forward to working with you on this proposal It
Commissioners DeBuono or Glass have any questions during 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) 690-6060. If you
have any guestions, please do hot he81tate to call ne.

incerely,

Donna<E. Shalala

[

H
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MEDICAID REFORM IN THE 104TH CONGRESS
BLOCK GRANTING PROPOSALS

The Congressional Leadership and a group of Govemors have been meeting to draft a
Medicaid reform plan. Discussions have been céntered on reducing Federal spending and
turning 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 and increase the grant to each State by that amount. Proposals for the
anmual growth target are between four and 8.8 percent. Medicaid spendmg is wrrenﬂy
mcrea.smg at a national average of about 11 perccnt 4 ,

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
Stares the flexibility necessary to cope with future 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 avaﬂable to New York

for treatment of Medicaid beneficianies. t

The often mentioned five percent cap,on Medicaid spending would réduce 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 would cut Federal Medicaid payments to
New York by more than $500 million. That number would grow to over $6 billion in
2002 , |

While the imposition of a cap on Federal spending that greatly restrains growth 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. 1f such-a proposal were to be enacted, it is in the best interests of New York
State to ensure that the block grant formula maximizes the amount of Federal Medicaid
funds that flow to the State.
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MEDICAID REFORM IN THE 104TH CONGRESS
- BLOCK GRANTING PROPOSALS.
Page 2
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FACTORS IMPORTANT TO NEW YORK -

1. Itiscritical to New York that the baseline include Medicaid disproportionate share payments
~ and an adjustment mechanism for increases in-a_ states' uninsured and Medicaid-eligible
population. If the baseline for a five percent Federa] Medicaid growth cap were 10 exclude
Medicaid disproportionate share payments, New York could lose an additional $10 billion in -
Federal Medicaid funds, resulting in 2 $31 billion reduction for New York over seven-years.

2. Another 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 {which corresponds with Federal
Fiscal Year 1994] were used to calculate fiiture grants, the Federal grant would be based on -
the level of Medicaid spending prior to any of the proposed State Medicaid reductions. If
SFY 95-96 {which corresponds with Federal Fiscal Year 1995] were used, the Federal grant
would be based on New York Medicaid spendmg that has already been reduced by the
Governor's budget proposals: Under the later scenario, New York's future Federal grants
would be reduced by more than $2 dollars for every dollar of State cuts. In such a case, New
York could lose an additional $9 billion in Federal Med:caxd funds, making the total seven-
year reducnon for New York $30 billion,

3. The maintenance of an adequately-ﬁnanced emergénéy poof to finance indigent care at times
whien severe economic distress depletes spending under the baseline is a key responsibility that
‘should remain with the Federal government.

.4, Cuurent assurances that rcquire States to pay hospitals Medicaid rates that provide reasonable
and adequate payments for efficiently and econormcally operated faalmes should be .
~ maintained.
5. States should be required to maintain their current contributions to Medicaid programs, even

if the program no longer has a Fedcral matchmg provision, rather than divert medxcal care
funds for other state operations. ,
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' of New York State
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'FACTS AND STATISTICS MEDICAID PRO

New York ng
Of the 2.56 milllion New Yorkers who receive Medicaid benéfits {federally eligible}:

s 1.32 million {51.8 percent} are children;

s
® 342,000 {13.4 percent} are blind and/or disabled; and
o 315000 {12;3 percem) are elderly. |
tio , _ o
‘Of the 32.1 million 'Lnd_ividua'l.s‘ who ?ecciye Médicaid beneﬁts;throughout the US.
0 - 16.1 miﬂion {50.15 percent} #fe children; 5‘ |
® 49 millioﬁ {15.3 percent)} are blind and/or dis'ablcd; and

- ® 3.7 million {115 percent) are elderly. .
The remaining 7. 4‘miuion {23 percent} are adults in f&milies :

" 'More tha_n 1three-cmarters of Medac&xd recrpxcnts in the U S are children, blind, dxsab ed, or
elderly. .

Less than one-quarter of the pcdple on Medicaid are adults who are not elderly, blind, or disabled.
QOther Facts . i

The elderly, blind, and disabled account for 67 percent of all Medicaid spending in the U.S -
Nationally, one of the fastest growihg grbups of Medicaid beneficiarics is the blind and disabled.

A primary reason for the increase in this group is the incrca:sed number of AIDS patients who
have lost or can't obtain health insurance and the court-required coverage of disabled ghildren.

Sourcc Kaiser Commxssxon on the Future of Medicaid a.nd the Healthcare Association of New
York State
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‘Healthcare Association R AN Peort Staet

of New York State - Albany. NY 12207
' S ' (518) 431-7600
Fox (518) 4317915

FOR IMMEDIATE RELEASE i ' FOR FURTHER INFORMATION

WEDNESDAY, MARCHS . | 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 i‘Ol‘ eve@ $13,020 cut in the State
shaﬂz of Medicaid, according to a study conducted by I;ewin-VHI, a Washington D.C.-.based
health care consuiting.ﬁm; and Regioﬁél E‘cononﬁc"Models, Inc. (REMI), la developer of multi-
region forecasting aqd'po!icy analysis models. This means tha.t New York State will expenence a
loss of 122,000 jobs in 1996 and §5,000 jovb's in fhe .year _200d 1f the ;ﬁropo‘sed State Budget cuts

are ena#te:d. |
The?tudy, "Analysis of the Economic Iméact of Propoéed‘Mévd‘icaid Budget Cuts ’in‘ New Yérk

- State,” was commissioned .by tﬁé Healthcare As@ciation c‘:f New. ﬁ’bd{ State (HANYYS) ana the
Greater New York Hospital Association to assess the impact on New York's economy as well as

the immediate impact on health care prowviders.

The Medicaid program cuts proposed by Governor Pataki would have a powerful negative effect
on the New York State economy, principaﬂy due to the significant loss of federal funds. In

addition to job losses, the analysis shows:
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- The real gross State product w'ould‘be redué;‘d by approximatlely $5.1 billion in
© 1996, and approximately $3.8 billion in ih'e:year 2000. |

- Personal income would be reduced i)y more than 36 billion in 1996, and
apéroxjmatcly $8.5 billion in the year 2000. | , |

- Disposable incorre would be reduced by approximately $3.4 billion in 1996, and

| approﬁmatcly $5.2 billion in the year 2000. |

- Real disposable income would be reduced by\ over $1 billion in 1996 as ﬁvell as.

over 1 billion in the year 2000. -

(An outline of the statewide and regional results from the stﬂdy is attached.)

Notin_g that New York "has been tightly régulateé for yea'rs;'; the report states that “the size and
timing of the proposed Medicaid cuts are unlikely'toy produc’ébrderly changes promoting

éfficiency, at least in the short and intermediate terms. Reductions in service and service denial |
are a more likely result. Thus, the overall capaéity of the New York health care system to provide

services to the poor and non-poor alike will be diminishe‘d‘. A erly result is reduced health

[
i .

outcomes.” .

"This repdn 18 ﬁnhﬁ evidence that Medicaid cuis will affect all of us," said Danzel 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-

o

HANYS is the principal advocate for more than 400 not-for-profit or public hospitals, nursing -

homes, home care agendies, adult day care programs, and other health care providers.
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ANALYSIS OF THE ECONOMIC IMPACT OF
‘PROPOSED MEDICAID BUDGET CUTS IN NEW YORK STATE |
PREPARED BY LEWIN-VHI

‘The Hea!thcare Associat(:on of New York State (HANYS) and the Greater New York Hospital Association |
(GNYHA) commissioned Lewin-VHI, Inc. and Regional Economic Models, Inc. (REMI) to assess the net
economic impact of Governor Pataki's proposed Medicaid cuts.

~ The proposed $3.6 billion in Medicaid cuts (that results from reductions in federal, state, and local
revenues to local health care providers) would result in $5.1 bl!llOn in Medicaid cuts when fully phased-in

- in 1986, which would lead to a significant overall siowdown in the New York State economy. (There
would be a loss of $2.3 billion in Medicaid federal matching funds in 1996. ) The economic slowdown
would continue through the end of the study perlod which 1 zs the year 2000. ' o

.Specific: tmpaci for 1 996 and 2000 are provided below These impacts are net losses assuming that
State and local 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 120,000 jobs in 1996 and over 95 OOO :
iobs in the year 2000. 4

o the real gross State product would be reduced by approxlmateiy $5.1 bulhon in 1996, and
'apprOxzmately $3.8 billion in the year 2000. |

- Persona! income would be reduced’ by more than $6 billion in 1996, and approximately
$8.5 billion in the year 2000.

- Disposable income would be reduced by approxzmately $3.4 bulhon in 1996, and
approx;mately $52th ion in the year 2000 ' :

- . Real disposable income would be reduced by over $1 billion in 1986 as well as over $1°
billion in the year 2000. : A
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The Central New York region would have a net lass of more than 6, 000 JObS in 1996 and
over 4,700 jobs in the year 2000. '

The real gross. regzona! product would be reduced by approximately $2OO mzmon

in 1996, and approximately $140 million in the: year 2000

Persona[ income would be reduced by over $2OO million in 1996, and approxzmately $300
million'in the year 2000.

' Dl:posable income would be reduoed by over, 5100 million in 1996 and over $150 rmlluon

“inthe year 2000

Real di sposab!e mcome would be reduced by approxxmately $40 mi llxon in 1996 as well
as in the year 2000. , '

' New Yark City Impacts

The New York City region would have a net loss of more than 76,000 jobs in 1936, and
approximately 60,000 jobs in the year 2000

The real gross regional product would be reduoed by more than $3.5 brlhon in 1996
and approximately 32 7 billion in the year 2000.

Personai income would be reduced by over 53 6 billion in 1996, and 0ver $5.1 bf” onin

the year 2000.

Disposable i income would be reduced by over $2 2 bl! :on in 1996 and over $3.3 bllllOﬂ in

the year 2000.

‘Longl

Real disposable income would be reduced by over $500 million. in 1996, and
approximately $450 million in the year 2000. .

sl»and Impacts:

The Long Island region would have a net loss of more than 11,000 jObS in 1996 and over

-8,200 jobs in the year 2000.

The real gross regional product would be reduced by $4OO 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 $4OO m:lllon in 1996 and. approxrmately
$650 mi Hnon in the year 2000. :

Real d:sposable income would be reduced by over $200 million in 1996 and $230 million
in tha vear 2000. : '
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Northeastem New York Impacts:

The Northeastern New York region woulid have a net loss of more than 4 900 ;obs in 1996

- and over 4, 100 jobs in the year 2000, L

The real gross regional product would be redgced by more than $150 million in
1996 and over $120 million in the year 2000 :

FPersonal income would be reduced by approxzmately $200 million in. 1998 and

~ approxtmately $290 million in the year 2000

Dlsposab!e nncome would be reduced by approx;mately $100 mslhon in, 1996, and over

$150 mllhon in the year 2000

Real dzsposab!e income would be reduced by over 335 million in 1996 and approxtmatefy |
$50 million in the year 2000 : o

Northemn Metropolitad Impacts:

The Northem Metropolitar{ region would have a net loss of more than 9,500 jobs in 1996,
and over 7,500 jobs in the year 2000.,

The real gross regional product would be reduced by more than $300 million in
1996, and over $200 mulhon in-the year 2000 :

Personal income would be. reduced by approx;mateiy $650 million'in 1996, and over $500

| mtillon in the year. 2000

D:sposabte income would be reduced by over $3OO million in 1986, and approximately
$500 million in the year 2000. S

‘Real dxsposab!e income would be reduced by approxmately 5130 million in 1996 and

over $140 milfion in the year- 2000

Roch,ester Regxon lmpacts:

‘The Rochester region would have a net loss of more than 5,200 ;obs in 1996 and over

4,000 jobs in the year 2000.

The real gross regtonal product would be reduced by more than $200 million in
1‘396 and approx:mate!y $130 million in the year 2000.

‘ P_ersonal income would be reduced by over $2OO million in 19986, and approximaiely $280

million in the year 2000.

D:sposable income would be reduced by over $100 miltion in 1996, and over $150 mrll

iri the year 2000.

. Real disposable income would be reduced by approximately $50‘ million in 19‘36, as well
- as in the year 2000. ' . s
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o
° Western New York Impacts:

- }The Western New York regnon would have a net Ioss of more than 7 500 jObS In 1996, and
over 6,100 jObS in the year 2000.

- . " The real gross regional product would be reduced by more than 5220 ml%hon in
' 19986, and approximately 5170 million in the year 2000 ‘

- Personal income would be reduced by over $250 million in 1996, and over $370 million in
the year 2000. : C ‘
- “Disposable income would be reduced by over '$1 50 mlilxon in 1996 and over $23G million
in the year 2000. =~ . . - .
- Real d:sposable income would be reduoed by over $75 million in 1996, and over $80
rillion in the year 2000 :

According to the repbrt “In a state such as New York... which has been tightly regulated for years, the
size and timing of the proposed Medicaid cuts are unlrkely to produce orderly changes promoting
efficiency, at least in the short and intermediate term. Reducﬁons in service and service denial are a
more likely result. Thus, the overall capacity of the New York health care system to provide
services to the poor and non- poor ‘alike would be dtmxmshed A likely result is reduced health

outcomes - L oL

i
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' FOR IMMEDIATE RELEASE FOR MORE INFORMATION
MARCH 1, 1995 . ', CONTACT JEANNIE H. CROSS
o (5 18) 431-7707 »

’ H

BUDGET CUTS WQOULD LOCK NEARLY 50,000 NEW YORKERS
~. . OUT OF NURSING HOME CARE
ALBANY N.Y. - The proposed State Budget cuts will force an estimated 49,350 New ° ‘
Yorkers to compete for fewer than 3 500 available nursing home beds the Hcalthcaxe-

' Assocmnon of New York State (HANYS) said today. | |

"The pro_‘poéed Velil.nination and restriction of home- and ‘c'omrnunity-based health care services

will dfan‘xatimnly ihcmse dérﬁandé for nursing vhome g#dmission at_Athe’ r;amc time that nursing
home expansion will be curbed,” HANYS President n;mei Sisto said." “This is a real disservice |
o, New York’s growmg population of senior citizens,” he said. According to the U.S. Census
“of 1990, the mqst rapidly growmg age group in New ’York is the 65+ gmup. On average, the |

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

'Inadd'ition, discharge-ready hospital patients who need follew{up care will have to stay in the
hospital and will occupy beds needed by others,* M. Sisto said.
HANYS 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

s
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" restriction ’of home and day hcalth @re 'pfdgrams will fiorfce an estimated 49,350 New Yorkers
. — both private-pay patients andﬂtho‘éé whofrj Me_dicaid,:is‘sists in paying t‘hc',ir, long-term health

\ care bills -~ to apply for admission 10 nursing home care!
* HANYS estimates that:

;o At least 12 600 individuals now 'fecéiving per“so;nal‘ care services (20% of the 63, 000
‘ md1v1duals rwemng personal care in New York Ctty) will need to be transferred.

‘1mmed1atdy to nursmg homcs 1f Govemor Patakx s proposed cuts in persanal care

i S
services are enacted. !

i
7 The 4,200 New. Yorkers eiigiblé o receive assi%ted-liviﬁg services in adult homes and
 other senior housmg would have to be transferred to nursmg homes 1f thc assxsted—hvmg

- progtam is termmatﬁd as Governor Patah pmposes

/ About 70% of the clients of the Long-Term Hbrhe Health Care progrém, or 14,000 New
“Yorkersv, will have tobe transferred to‘nursing I}émc’s if the program is eliminated as |
Governor Pataki proposes. (Al of the pmgram clients are alréady eligible for. nursing

home care.)

'/ At least half of the Adult Day Hea]th Care chems or 2,750 New Yorkers, will need -
nursmg home services if the program lS Lermmated as Govemor Pataki proposes. (AH

of the program clients are already ehgxble for nursmg homc care.)
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e At least 2,300 New Yorkers now residing in or applying for admission to out-of-state
nursing homes would have to move into New Yor:k homes if out-of-state nursing home

placements are restricted as Governor Pataki prop:o&zs.

v Some 13,500 New Yorkers who are now seekmg admi{sion to nursing home care or
expect to nwd such care in the coming year wxll be unaﬁle’to get into a home if the

= ! i - . - '
. Governor's proposed moratorium on nursing home expansion or construction is enacted.

Thus, a total of at least 49,350 individu‘als will bc.'seék:ing nursing home care at a time when

e,

"~ only 3,270 beds are a'vailablc.,

;o
i

i

HANYS is the principal advocate for morelhan‘iOd xién-pmﬁt or public hospitals, nursing ‘

 facilities, home care ége_ncies, adgltv day care progfamﬁ;@and ‘othcr health care providers.

30-
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FOR IMMEDIATE RELEASE  FOR MORE INFORMATION
MARCH 27, 1995~ | A . CONTACT JEANNIE H. CROSS

- (518) 431-7707

NEW YORKERS OPPOSE CUTS IN MEDICAID, POLL SHOWS
ALBANY, N.Y. -- - New Yorkers oppose cuts in Medicaid ﬁmdmg, accordmg toa poll rz:leascdl

today by the Healthcare Association of New York State

E

"The poll clearly shows that ‘,\yhjle*Ncw Yorkers may have voted - for ‘smaller, more efficient -

_ government in November 1994, they were not voting for reductions in the health care system -

that serves us all,” said HANYS Prcsidcnt DanjeIISisto. :

| The poll of 500 Ncw Yorkcrs was conducted on March 8 and 9 by Pubhc Opu:uon Strategxcs' '
of Alcxand.na, VA 1o ascertam New Yorkcrs opxmons rcgardmg both Mcdtcald the

- fedemllmxe/local govemment-ﬁmded program for the poor dxsabled, “and cldcrly persons
needmg long~tcrm health care, and Me(hcarc the federal hcalth care pmgram for senior
citizens. Although the poll focuscd'pnmanly on federal proposals for Mcdmzud and Medicare,
the results indicate that New Yorkers also would oppose Statc gcvemment reducuons in
Medxca.xd fundmg 'I"he suxvey was conumssaoncd bvi the Amencan Hospnal Association in

eonjuncucan thh HANYS The ma:gm of error was +/ 4.4%.
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HEADLINE: Hospitals Say Cuts in Medicaid Will Mean Longer Stays

~BYLINE: By ESTHER B. FEIN

BODY: ‘
v 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. Patakl, would reduce many of the home .
and community health services that have made it' p0551b1e for hospltals to
release patients quickly.

- With less . of that help =~ which 1ncludes home attendants, long- term home
health care, personal care and housekeeplng -- hospital officials say it is
likely that they w111 face lncrea81ng problems when they try to send patlents
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 various health and social service agencies imposed last year that hospital
officials say have already begun -making it harder 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 in the first two months of 1995 compared with the same period last year.
Officials say that cuts to the city’s Department of AIDS Services and other
agencies have sgqueezed optlons for housing and care.

Some hospitals are even paylng for patlents’ uncovered expenses outside’
their walls to keep from prolonging costly stays unnecessarily. Montefiore
Medical Center in the Bronx spent about $100,000 out of its own pocket last year
on prescription medicine for patients who could not be dlscharged without it.

Squeezed both by lower fees for caring for Medicaid patlents inside the
hospital and by the shrinking availability of Medicaid services on the outside,
some hospitals may have to shut down wards andfotherS'may be forced to close
their doors, hospital officials and other experts say.

"The threat of insolvency for many hospitals is very real," said James R.
Tallon, president of the United Hospital Fund, a philanthropy in New York City
focusing on health issues. "If you constrain the options for post-hospital
services and cut the reimbursement rates.to hospitals simultaneously, you put an
unbearable strain on the system that ‘will jeopardize the health of both
hospitals and patients." : ‘
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But some state officials say that the cuts are necessary to get soaring

" Medicaild costs under control, and that the hospitals are exaggerating the threat
to their survival. "There is still room in the' health care system at all levels
to improve efficiency," said 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 coverall costs and quality of care," but that she doubted any
changes would be needed.

"We do not-believe this trend hospitals are citing will occur," she said.
"We believe there are enough home care serv1ces for hospltals to dlscharge
patlents at a gquicker 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, Almee DeCastro has become a case
~study in what hospital offlclals see as the consequences of cuts in home care.

Born at Columbia-Presbyterian last Aprll with spina bifida, a crlppllng
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
thought last December that with 20 hours of care a day by a registered nurse,
Aimee could go home with her mother, Maria Liriano, to the stuffed animals and
lacy dresses that awaited her in their small apartment in the Inwood section of
Manhattan.

But Medicaid officials would approve only 16 hours of care by a licensed
practical nurse. Aimee’s doctors said that while her mother was trained to
monitor the machines 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‘dlscnarge her if they believed such a plan was not
safe, so they kept Aimee in the hospital an extra 48 days while she grew
stronger. X :

By the time she was discharged on Jan. 27, the hospital had spent about
$62,000 more than it was reimbursed for her care. Meanwhile, Aimee had caught a
bacterial infection, a risk faced by all hospital patients, and her mother 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 guess for those days, Medicaid saved
itself some money, but at what cost to everyone else?"

During the last 48 days of her stay, Aimee was on an "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
care 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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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 discharged.

In addition to the Medicaid cuts, hospitaliéocial workers said that cuts in
other agencies had made 1t harder for them to get necessary help and approval
for discharge plans. : :

When an abused child is medically ready to leave the hospltal 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 suffered deep budget cuts over
the last year and faces even more. :

, - e .

"So the kids stay here and wait," said the'social worker, Frances Paolini.
"Meanwhile, the hospital is being pald at the lower A.L.C. rates and we don’t
have the bed free for a new admission."

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 frustratlons at the lag in reachlnq 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 1mportant 1nd1cator of a hospital’s financial
efficiency. :

Hospitals are paid a fixed fee for Medicaid patients, depending on the
illness, so it is in their best financial interest to treat and release patients
as quickly as possible. Data compiled by the United Hospital Fund show that
hospitals in the city have reduced the average length of patient stays over the
last four years to 9.19 days for the first six-months of 1994 from 9.97 days in
1991. . ‘

, The task WLll grow far more difficult, hospltal officials sald if the full
rangé of Medicaid cuts are approved -- 1nclud1ng lowerlng relmbursement rates to
hospitals and nursing homes; limiting home atténdant 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 developing a
humane and cost-effective home care system," said Elizabeth Strevey, a senior
vice president at the Greater New York Hospitals Association. "It 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 with nonpaying patients who are too
well to be in the hospital but too sick to be sent home with the level of care
the state is willing to provide." ‘

Social workers said they would face the biggest problems trying to plan the
discharges of elderly patients, who make up most of their cases and who often
have limited resources.
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“For the elderly who live alone, which is many of them, three, four hours a
day of a home attendant is just not enough to safely send them home," said Tim
Bryden, director of social work services and discharge planning at Montefiore.
"We’ll have to send many to nur51ng homes, and.they will resist fiercely."

‘But if the cuts go through there will be ''gridlock in.the nursing homes,"
said‘Harvey'Finkelstein president of the Jew1sthome and Hospltal for Aged,
whlch has branches in Manhattan, the Bronx. and Westchester.

"And if our rates drop, too," he said, "we will be forced to accept the
sickest patients, whose care is reimbursed at the 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 takeimany long-term chronic custodial
"cases. They’1ll be in the hospitals, if they can even get into them once the
emergency rooms start backing up." ' . :
GRAPHIC: Photo: Hospital officials say cuts in government financing for home and
community health care will keep many patients in! hospitals longer than
necessary. Maria Luriano holds her daughter, Aimee.-- who stayed in an extra 48
days -- as a licensed practical nurse, Delores Perry, writes a report. (Angel
Franco/The New York Times) (pg. 28) : :
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CONCEPCION RODRIGUEZ, 91, and her sister Maria Mayor, 87, live in a modest
ranch house in a worklng class neighborhood of, West ‘Islip w1th their niece
Georgina Corostola. Although the sisters meet Medlcald criteria to be admitted
to a nursing home, they, like 1,800 other Nassau and Suffolk County residents,
live at home with 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. C

Each patient is assigned a case manager to oversee care within a monthly
budget. Only people who meet Medicaid guidelines for nursing-home admission are
eligible, and the law limits costs to 75'percent of local nursing-home costs.

The Pataki administration says taxpayers cannot afford to continue providing
Medicaid money for the program and prOJects sav1ng $48.5 million a year by
eliminating it.

~Advocates say the Nursing Home Without Walls program not only saves patients
~- and their families -- the heartbreak of institutionalization, but also saves
money. They no%e,'too, that it was one of the first managed-care programs in the
state‘ becau e each patlent is assigned a case ‘manager to oversee care.

on Long IQIand last year the average annual cost for patients belng 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 propos sal to eliminate the program is 6ne of a series of cuts in .
Medicaid, the program that assists the poor elderly, being proposed by the
Pataki’administration. It has particular relevance to Long Island, which has an
aging population These are other proposed cutback8’ ‘

*Eliminating so-called Level 1 support serv1ces that h@lp with household
chores like shopping, cooking and laundry.
il
*Capplng all home aide services at 100 hours a month, and reguiring patlents
who recelve those services to accept nur51ng home placements when avallable.

*A two-year moratorium on approving nursing-home expansion.
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"Even after the reductions," said a spokesman: for the State Budget Division,
Jeffrey Gordon, "New York State s Medicaid program will be no lower than fourth
in per caplta expendltures We give more services to more people than any other
state. And in the face of a $5 billion budget def1c1t we can no longer afford to
provxde such a range of serv1ces "

Accordlng»to Mr. Gordon, 19 states offer no personal home care programs. “If
advocates say, ‘What will happen to these people?’ " Mr. Gordon said, "our
response-’is, ‘What happens to these people in other states?’ "

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

He also could provide no estimate of how many family members would quit jcbs
to stay home and care for ailing relatives. An official at the State Health
Department referred questlons to the Budget Department

Ms. Rodrlguez S and,Ms. Mayor’s care 13 provided through the Long Term Home
Health Care Program -of the Consolation Re51dence, which the Roman Catholic.
Diocese of Rockville Centre operates. The cost is $23,952 a year for Ms.
Rodriguez and $34,937 for Ms. Mayor, 34 and 64 percent respectlvely, of the
cost of nursmng home care. If the alternative to the long-term home health-care
program is nur51ng home care, the two SlSterS w1ll cost taxpayers more money

But the sisters may still provide a flscal if not a humanitarian, argument
for the prcposea cuts, because their nlece 1n81sts that she. w111 not permit them
to go to a nurszng home. : « : t o

i

Ms. Rodr1gue2 has a clear mind but a frail body Her stooped and tiny form
shows the effects of age and osteopor051s. She has c1rculatory problems and
develops ulcers on her legs that require continuous. nur51ng care and monitoring.
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. Rodrlguez "is not allowed to
get up by herself without assxstance."

Ms. Mayor is much sicker. She has an advanced case of Alzheimer’s disease and
is bedridden. She is prone to skin breakdown and congestlve heart failure and
requires a nurse once a week to change her catheter.

Ms. Corostola has llved‘w1th her aunts since she was an infant. Her
grandfather moved with his family in 1910 from Spain 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, "I started getting them
out, one by one." o ' :

First she helped Ms. Mayor., then Ms. Rodriguez, then Ms. Mayor’s husband and,
finally, her parents. "My father never got to this country," she recalled.
"Three months after they arrlved 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. Rodriguez cared for Ms. Corostola’s mother during her long 1llness.
Mr. Corostola and her aunts "are American citizens since 30 years ago,' Ms.
Corostola added. "We’re proud of that."
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"The only relative they have left in this world is me," she said. "If they .
separate them from me, that’s the end of it. And' I don’t even want to mention if
they are glven 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 the house," she said. "If I stay home to care for them, who’s
'golng to’ pay for the mortgage, to pay for the food? But I will never put them
in a nursing home: I don’t know what I will do, but I will never put them in a
nursing home." T :

Although most patients in the program are'efderly, one service,; affiliated
with St. Mary’s Hospital for Children in Bay51de, serves 700 children on Long
" Island.

Gary Prescod, 3, who lives with his mother, (Patricia, and l12-year-old sister,
‘Denise, in Bay ‘Shore, is one of those children. He was a healthy child until
just before his 2d birthday,‘when he had a seizure and remained comatose for
three weeks. The seizure resulted in sévere braln damage.

Ms. Prescod worked as an admlnlstratlve secretary, but left her job to deal
with Gary’s illness. She, too, vowed that she would not allow her son to be
institutionalized. ‘"I would probably have to let my daughter take a lot of the
load of carlng for Gary and go out and get a job to make ends meet," she said.
"No one 'is g01nq to put my son in a home."

In contrast, Mary Ruocco said she was falrly certaln that she will go to a
nursing home 1f the program is eliminated. Ms. Ruocco, - of Ridge, ‘worked for
the Century movie-theater chain untll she had two strokes 10 years ago.

She now lives with a roommate in subsidized housinq for the elderly. Her only
family are a 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. .

"If I had to be put a@ay for some reason it’would cost the state a hell of a
lot," Ms. Ruocco said. "I want to be as 1ndependent as possible. I‘m just hoping
that a miracle will happen." . .

Nunzio Vulpis, 80 and suffering from severe Alzheimer’s, is another candidate
for nursing-home placement without the program. His caré at home costs about
$2,?50‘a month, 62 percent of what it would cost in a nursing home.

"I do what I can for him," his w1fe, Marle, 77, said. "But I have a heart
condition and asthma. When I help him I get out of breath."

Mrs. Vulpis sald she hoped that she could help her husband at home. "We're
g01ng to be married 58 years," she said. "When I leave him he calls for me. It
would be very hard to have him go to a nur51ng home, for me, and for him, too. _
think he’d go down real fast."

Anthony Fresco, an engineer at the Brookhaven National Laboratory who lives
in Huntington Station, also sald 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 flve
days a week, as well as for nursing visits every three weeks and a personal-care
aide three days a week for two hours a day. The program also pays for full-time
' respite’'care when Mr. Fresco travels on his job. The cost is 42 percent of the
cost of a nursmnq home.

"Without this day care I couldn't be d01ng what I‘’m doing," Mr. Fresco said.
"I don‘t have any alternatlves ta support my famlly " ‘

But Mr. Fresco said a nursing. home bed mlght\not be available. He said he had
‘contemplated leaving his mother at a hospital emergency room and forcing
Medicaid to find a placement.

I
s

Long Island is short 4,200 nur51ng -home - beds according to the Nassau-Suffolk
Health Systems Agency, a state financed private group that evaluates regional
health-care needs. (The Pataki administration also plans to eliminate the
agency.) The state has approved. plans to construct 4,200 beds, and the Pataki
administration has withdrawn a plan to 1nclude those beds in the two-year
moratorlum on new spaces. -

"The Catch-22 is that the long- term home health -care program was instituted
to decrease the need and cost for nursing-home beds,“ said Kathleen Duffy, a
community health nurse in the Nursing Home W1thout Walls program at the L
Consolation Residence. "There are 18,000 people statewlde on the program. There
are not 18,000 beds out there. ;

GRAPHIC: Photos: Nurse, Geralyn Murn, examihingﬂah Alzheimer’s patient, Nunzio
Vulpis, 80, at the Vulpis home. At right are his wife, Marie, and their dog
Brownie. (Vic DeLucia/The New York Times) (pg. 18); A nurse, Geralyn Murn, takes
~blood pressure of Concepcion Rodriguez. (Vic DeLucia/The New York Tirmes) {pg. 1)
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THERE is qulte a crowd- pleaser in Gov George E Pataki’s rather daunting
list of proposed Medicaid cuts. Halve the profits that nursing homes earn from
. Medicaid, says the Governor. . oy :

| .

At first glance at least, the idea seemns sound and attractive, especially
since New York spends considerably more on each nursing home resident than any
other state. What’s more, the industry is a healthy ‘one. Its own numbers reveal
that- there is 1ndeed con51derable profit to cut ‘ : ‘ ‘

Ever since the nursing home scandal of the 19?0{8 over Medicaid&fraudﬂand.
patient abuse, the industry has been so closely monitored that all nursing homes
make annual financial reports to<the State Health Department.

The latest, for 1993, show that a majorlty of the 532 nur81ng homes 1ncluded
in the report ran. in the black, and that many of the proprietary  (for-profit)
facilities in New York Clty and on Long Island realized partlcularly large
proflts ‘ ) B » ‘

of the 286 proprletary homes; 164 reported proflts of more than $250 000, and
60 of those cited profits of more than $1 mllllon There is a cap on owners'
salarles under Medicaid, and most owners pay themselves modestly. But several
earn more than $100,000 a year and a few more than $1 million. A handful earn
over $2 million, 'and several owners also make equlty w1thdrawals —-- the
equlvalent of earning stock dividends. :

No wonder the Governor wants to tap profits His proposal, similar to others
that failed to win legislative approval in the past, would save only $25 million
next year out of the $1.87 billion in anticipated. state Medicaid spendlng on
nur81ng homes But the 1dea of shrinking proflts is S0 appealing.

There are, however, a few potentlal problems. One is a very big one.

THE Governor's plan is to get at proflts by reduCLng the state s Medicaid
payments to nursing homes. The state would make cuts equivalent to half- of each
home’s 1993 profit. But how could the state be Eure 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 state isn’t setting Up 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,’ concedes the state’s new Health Comm18510ner,
Dr. Barbara A. DeBuono. "I don’t think it will happen, but there is a potential
danger\that because of funding shifts, those who run facilities will cut back on
staffing 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 d01ng better w1th less." | 1 :

Her spokeswoman,.Lois Uttley, emphaslzes that the department will respond, as
it does now, she'.said, to allegations of patlent abuse within 48 hours. But the
Health Department has been 1051ng inspectors 51nce 1988 because of budget
problems. Between 19288 and this year, the number of field surveyors has dropped
from 269 to 200, and the supervising division of 900 is to lose another 100 the
next year. Can they do an adequate inspection 3ob°

Cynthia Rudder, director of the Nursing Home Communlty Coalition of New York
State -- a consumér advocacy group -- thinks there’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," she said. "There’s nothlng to stop, a nursing home operatlon from
laying off staff and maklnq that money.

Robert Murphy, ‘director of legislative services for the New York State Health
Facilities Association, which represents 260 mostly 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 tax, and a
regressive one at that. "The irony is, people‘showing profits or surpluses are
probably people operating at the least costly number. What message are you
sending - to a facility that operates eff1c1ently9" s : :

The nonprofit institutions say they are concerned, too, in part'because they
consider it unfair that the calculation of proflts and surpluses 1ncludes
charitable donatlons :

But Lieut. Gov. Betsy McCaughey, architect of the Pataki Medicaid proposal
and its ever-cheerful champion, tells New Yorkers not to worry. "There’s no
danger here of cutting into operating costs when we’re only taklng out of the
operating surplus," she said. “That’s the whole point.'

Asked how she can be so sure, Ms. McCaughey adv1ses‘New Yorkers, basically,
to trust her: "I am confident the state oversight is more than adeguate," she
said. "I am totally committed to the quality of care."
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Projected Medicare Beneficlades by State

1995 2002
us , S 37,631,000 | 41,299,000
Alabama - ~ . | 641,971 703,082
Alaska . ) . . 33784 49773 .
Arizona ~ . 598737 743,525 T
Arkansas : ) e " 422 580 ‘ 450,365

+ California 3,638,311 4,034 836

- Colorado ) . 423478 - 514,085
Conneclicut , 503,906 533,043
- Delaware . ) . - . 100,545 115,722
District of Columbia IR 78,730 76,330
Flonda ) ' 2,615,604 2,951,880
Georgia ‘ T 832454 953,079
Hawaii . ) : o 180818 | - 184 336
tdaho . : o 149,769 171,120
filinots . C ) . 1,625,786 1,690,497
indiana ) R 827,174 N 890,461
fowa . ) o . 476,142 484,783
Kansas 383997 | - 397,890

. Kenlucky o 585,590 636,855

. Louisiana - . . 582 491 634,122
Maine- ) ’ - 202 149 221,565 .

. Maryland -~ : 604,202 | 677,455
Massachusetts ' e ] ) 937,292 C . 996,344
Michigan B ) . 1,354,523 - 1,481,749
Minnesota T .- 632457 C . 671,394 .
Mississippi , i .~ 395,768 421,671 , ' ,
Missouri ) 834,228 876,863 IE Co
Montana . . 129,141 . 141,557 .
Nebraska ) . ‘ 249,529 256,357
Nevada : : ‘ . 194,035 | 295,417
New Hampshire - S 156,237 {. 178,655 .
New Jersey ) o 1,174,802 1244404
New Mexicy 212,160 C . 257 A52
New York - ) 2645176 | 2,718,120
North Carolina ! ’ . 1,028,054 1,202,196
Nortth Dakota : o 103,477 " 106274
Ohio ) ‘ . . 1,673,946 1,800,336
Oklahoma S ’ 487058 | - - 519,626
Cregon : L i 470,268 524,031
Pennsytvania ; : . 2,083,051 . 2,187,966
Rhode Iskind . 168,503 175,375
South Carolina : 508,854 . /693614
South Dakota 117,061 122472
Tennessee : 769,041 853,930
Texas ) - 2,080,369 2419444
Utah o ) . 188,349 228000
Vermoat - : C 82,989 o 91,752
Virginia : ' 818,458 936,837
Washington ~ ‘ 687,136 . 771781
Wést\ﬁnginia , .330,115 ' 348 402
Wisconsin . 763,230 - 804 207
Wyoming 60,570 © 72355
Puero Rico ) © 476704 527,920
All Other Areas 330,201 ' 357,073

NOTES: Based on historical state share of Medicare enrqi{ees. treaded forwand with growth in the states’ share of enraliees.
* Totals may not add due to rounding : :



" .Effocts of the Kaslch Modicace Proposal By State ,
Loszes by Stxta Underﬁw Proposal ) ) ;

(Fiscal years)
Aggregate Dollars {millions) PorCaplta Effect (37 bonel}
2002 - 1996-2002 . 2002 1996-2002
us . 84800 - 279,200 1,028 - 3.447
T B Aabama 1986 6,146 1412 © 4450
Alasks 50 g BEZE 502 - 1,689
4 . Arizona . 1,491 - .4,798 1,002 . . 3389-. "
RS . Arkansas - 627" 2,165 696 2,435
. Califomia 11,830 . 37,780 - 1,466 . 4,783
Colorado® 1,147 - ' 3,579 . 1,116 3,630
Connecticut 1247 4,103 ) 1,167 © 3,885
Delaware < 281 899 .. 1,215 4,002
District of Columbia : 1,431 4,001 NA NA
Florida R 9314 . 29,258 1578 - 15,082
Georgla - 2077 6,754 1,090 3,649
Hawaii : - 432 1,311 K 1173 ) 3,710
{daho. ' 149 £32 436 i 1.603
tilinois ] - 26852 9,301 - 784 2,770
indiana 1,569 5253 -, 881 2,994
fowa . - 495 1,786 - 510 ) 1,645
Kansas L 834 . 2741 © 1,048 3464
- Kentucky - -~ 968 . 3318 . 760 2,652
Louisiand . . 1,590 5235 « 1,254 . 4,201
Maine 231 . B2§ - o8521 . - 1800
Maryland S 1,066 3,752 - - 787 2,843
Massactiusefts - 3,072 9,828 - 1542 4,989
Michigaci . : - 2,185 7717 737 . 2857
Minnesota . © 1,512 4725 i 1,126 3,557
Mississippt - . 674 ) .. 2297 N 799 2,758
. Missour! o ) ~ 1,531 ) 5,219 . 873 - 3.004
tontana - 157 L ) 553 . 1,986
Nebraska ' 338 ' . 1,458 C 659, 2.266
Nevada ‘ 638 . ' 19846 - . 1,080 © 3620
New Hampshire 292 956 816 2755
- New Jersey - 2,320 7,945 932 3,229
New Maxico . 249 C 866 L 484 1,761
-New York - ) §,359 18,539 - 986 3423
North Caroling - 2165 C 6998 - I 900 3012 -
- North Dakola 158 : -§51 750 25604
Ohio | - 2584 B . 8,083 : . 718 2562
Oldahoma C - 757 - 2625 . . 729 2,560
Oregon 1010 - 3213 ‘ 863 - © 3135
Pennsitvania .- 45826 ) 16479 ) 1034 - . 3570
.Rhode tsland ~ 482 ) 1511 C 1378 . | 4,335
- South Cacolina - 1,103 3495 929 3,043
' - SouthDakota - 153 . 530 628 ) 2186
Tennessee . - 2,378 . 7.537 1,393 4,509
Texas . . . 5428 17608 - - . 1422 3,757
{1Hah ’ . 331 1096 ;o 127 251
Vermont - 105 365 R 2,034
Vigitia 1,052 3711 561 2.044
© Washington 978 -3,377 - . 633 2246
West Virginia o . 471 ' 1,628 . " 676 - 2,362
Wisconsin 1 914 - . 3254 ¢ I 569 2,044
Vaoming ‘ 49 ' 182 337 1,313
Puerto Rico 457 1 1488 .. 433 : 1,440
Al Cither Areas 3 14 : 4 20

Variation in the costs per benefidary across states reflects factors such as: (1 xifactice pattem differences.
(2) cost differences; (3 differences in health status and the aumber of very. old persons in a state;
and (4) differcaces in the supply of health care providers.

NOTES: Assumes thal increases in beneficiary out-of-pocket costs (€.9.. premiuims and doinsucance) ate equal 0 50% of the total cuts.
Based on historical state share of Medicare outlays & earoliment, {rénded forwarnd with gmwth in the sta!es stare of outlays & encollment.
Estimates based on Medicare outiays by tocation of senvice defivery. Thus, certam s!ate est-mates may be affected by .
part-year residency and state border crossiag 0 ottain care (e.g., Florida & Minnesota).
T State border cross ,mg makes the Distnct of Columbia estimates ynretable. .

| -meinme mavieesditin g 7-yeal total of $282 biltion.



Effacts of the Domenicl Medicare Proposal On Statas '
Losses by State Under the Proposal ‘ )
{Fistal years) ' !

Aggregate Dollars ﬂmalhons) Per Capita Effect (§ 7 benel)
2002 1996-2002 i 2002 1996-2002
us 61,700 255 600 v 747 3,174
Alabama ‘ 1,443 5,534 1,026 4,027
. Alaska 36 - 158 ) 364 1,794
Arizona 1,083 4367 . 729 3,125
Arkansas ’ 456 2,007 . 506 2,266
California 8,697 : 34,302 . 1065 4,369
Colorado 834 ) ) 3,230 o B11 - 3,314
Connecticut 906 3,756 -« B48 . 3,568
Delaware 1 204 . 816 . B83 . 3,665
District of Columbia 1,040 3,508 I NA ‘NA
Florida , 6,769 26,448 i 1,147 4626
Georgia 1,510 6,161 792 3,356 -
Hawaii 314 1174 i 853 3,361
idaho . © 108 497 17 1,512
llinois, 1.928 8,659 ) 570 2,584
Indiana 1,141 4,830 . 640 : 2,765
fowa 360 - 1,676 ’ 371 1,733
Kansas ’ 606 2,508 , 162 3,175
Kentucky . <703 3,070 . 552 2,467 .
Louisiana . 1,156 4,792 Co81 1 3,865
Maine ) o 168 172 379 1,788
Maryland ) 775 o 3,497 ) ©i 872 2,669
Massachusetts 2,233 . 8.927 1121 4,547
~ Michigan 1,588 © 7,198 ., -536 2,492
Minnesota ' 1,099 4,265 ) 818 . 3,222
Mississippi 489 2,122 580 2,558
Missoun ’ 1.113 4,822 635 2,783
Montana : 114 . 513 402 . 1,861
Nebraska 245 1,071 : 479 - 2,100
Nevada K ) AB4 - : T 1,746 »o 785 - 3,331
New Hampshire y 212 874 i1 .503 2,540
New Jorsey 1,685 7,349 ) , 678 - 2,897
New Mexico AB1 804 - . 382 1,656 -
New York 3,894 17.196 COT716 3,180
- North Carolina 1,573 6,375 © 654 . 2770
North Dakota 116 511 ) . 545 . 2418
Ohio 1,878 | 8,461 ] 822 12,397
Oklahoma 550 2,436 529 2.385
Oregoft ' 734 2,915 ) 700 2,852
- Pennsylvania 3,289 - 14,314 " 752 . 3,311
Rhode Island 350 ., ~1,365 - R - 999 3,825
South Carolina 802 3,167 675 2,783
South Dakota 112 481 . 456 - 2,032
Tennessee 1.728 6,829 - 1,012 4110
Texas 3945 16,055 ;o 815 3,456
Utah ' 241 1,005 - . 528 © 2,328
Vemmont. . 76 339 i 417 1,801
Vinginia . 764 3.461 P 408, 1,923
- Washington 710 3,131 © 460 2,098
West Virginia 342 1,510 491 2.197
Wisconsin 665 3,041 R - 413 1,816
Wyoming . 35 172 ko 245 1.258
Puerto Rico 332 1,358 318 . - 1,322
All Other Areas 2 14 A 3 20
. . L

5

Varation in the costs per beneficiary across states reflects factors such as: {1) practice pa(lea'“n differences,
(2) cost differences; (3} differences in health status and the number of very old persons in a state;
and {4) differences in the supply of health care providers,
NOTES: Assumes that increases in beneficiary out-of-pocket costs {e.g.. premiuims and coinsurance) are equal to 50% of the totat cuts.
Based on historical state share of Medicare outlays & enroliment, trended forward with growth in the states’ share of outlays & enroliment.
Estimates based on Medicare outlays by location of service delivery. Thus, certain state estimates may be affecled by
part-year residency and state border crossing to obtain care (e.g., Florida & Minnesota).
State border crossing makes the District of Columbia estimates unreliable.
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Medicaid Demonstrations and Reconciliation Provisions

Background

States have sought demonstration éuthoﬁty for primarily two purposes: (1) to expand Medicaid
eligibility to population groups that are not eligible under current law; and (2) to enroll Medicaid
beneficiaries in managed care delivery systems, without regard to certain contracting requirements
in current law. Some States are also interested in using sole—source contractors in their managed
care systems.

i
H

- Pending Legslanon

The reconciliation proposals that have pessed the House and the Senate would cut F ederal
matching payments so severely that States may not be able to maintain coverage for current
eligibility groups, much less expand coverage to new populatxons States that have already used
demonstration authority to expand Medicaid eligibility would face these funding cuts -- anci their
consequerices -- 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 contractmg requirements will be eliminated. They would

also be abl¢ to cover new populations, in the unlikely event that they could fund an expansion.

The Admin‘istratign’s Proposal

I4

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 ehglbles States wﬂl also be able to expand eligibility on

a budget-neutral basis. - . 9

States will also have substantial administrative flexibility 'foi' Medicaid managed care under the
Administration’s proposal. States will no longer need Federal waivers to develop mandatory
managed care programs and the most problematic Federal contracnng rules -- the 75/25

enrollment composition rule and restrictions on lock-in prqv:smns -- will be eliminated. However,
because the Administration’s proposal guarantees beneficiaries a choice of plan, States will not be .
able to use a sole-source contractor to deliver managed care services.
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'Demonstration | (Demo as | Demonstration Program | Demonstration | House Senate
State a%of ' Growth Rates® | MediGrant | MediGrant
' Total - e Growth Rate® | Growth (=
, , _Spending) Raie® g
Implemented ,
" Arizona 100% Full managed care for Medicaid N/A : g
' program including long term care ' 5.9% - 5.0% ::
benefits. Demonstraiion began (1996-2002) | (1996-2002) || - e
State's Medicaid program (1983). ' =
Seeking to expand coverage to 100% =
of poverty: additional 150,000 at full
phase in. ' ‘
Hawaii 40% Seamless coverage for enrollees in
: public program and the unisured 10.9% , 48% 3.1% ‘
enrolled in managed care (August (1994-1999) (1996-2002) | (1996-2002) %
1994). 300% of poverty: 47,217 new ‘ C : B
| enrollees. . S . v S o\
Minnesota 2% | Expands Medicaid eligibility for |  19% | 2.7% 3% B
' . low-income and uninsured children (1995-1998) (1996-2002) | {1996-2002) |
_through managed care (1995): ~ : i ~ .
68,000 projected new enrollees. 21% 3.8% 55% | ‘ -
A (1996-1998) | (1996-1998) | (1996-1998) | &
Oregon 62% Priority list of health services to , 14.2% . 2.8% 5.0% ‘ g
define benefit package. Enrollees " (1995-1999) (1996-2002) a

receive care through managed care
(1994). Expand to poor uninsured:

128,000 new enrollees.

(1996-2002) u
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12%

Extends Medicaid coverage for low-

4.2%

Rhode 1sland 2.5% ; 2.3%
' income pregnant women and (1994-1999) (1996-2002) | (1996-2002)
children ( <6) through managed care « '
plans including FQHC-formed . 43% 3.0% 2.7%
-BMOs (1904): 1,142 new earcllees {1996-1999) | (19956-1999) | (1996-1999)
Tennessee: 100% | Extends Medicaid coverage to low- | 6.6% - . 44% 5.0% .
' income uninsured through managed (1994-1998) (1996-2002) | (1996-2002)
care infrastructure (1994): 450,000 | - -
new enrollees. 4.7% 2.6% 7.1%

~ (1996-1998)

(1996-1998)

(1996-1998)

Approved, Implemenatlon Pending

1

Defaware 45% Elderly and aged will receive acute 2.5% - 6.4%
care services through managed care. - (1996-2002). | (1996-2002)
Current manged care demonstration ‘
for Medicaid children rolled in 7.6% o 2.7% . 6.1%
(1996). Expansion for poor adults in (1996-2000) | (1996-2000) | (1996-2000)
children: 8,000 : ‘ -
-l Florida 65% - | Expand coverage through community 163% - 73% 6.4% -
| o health purchasing alliances for low- | (1994-1999) | (1996-2002) | (1996-2002) ||
income workers. Current Medicaid ‘ - A
beneficiaries receive care through 17.8% 1.6% 6.8%
| managed care plans. 1.1 million new (1996-1999) | (1996-1999) | (1996-1999)
- enrollees. : ’ : -
Kentucky 66% Unique single provider network to 5.9% 6.0%
‘ ‘ expand access to coverage for (1996-2002) | (1996-2002) ||
Medicaid beneficiaries. '
- 93% - 62% 6.1%
(1996-2000) | (1996-2000) | (1996-2000)
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Massachusetts 45% Expands access to coverage through 2.5% 2. 3% :
a combination of expansions and tax - (1996-2002) (]996—2002
credits for employer-based '
insurance. Managed care for 10.7% 2.7% . 0%

i Medicaid beneficiaries. 160,000 (1996-2000) | (1996-2000) .(1996 -2000

' projected new enrollees.

. 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 . 84% 52% 4.8%
enrollees. (1996-2000) (1996-2000) | (1996-2000)

. Oklahoma Builds linkages between urban and - 1.3% 6.1%
rural health delivery systems to test (1996-2002) | (1996-2002)
rural managed care approaches.

South Carolina Managed care for rural areas- - Undefined 59% 6.4%

' partially capitated payment model. (1996-2002) | (1996-2002)
Expands coverage to poor: 280,000
projected new enrollees (Framework

. 1 approved only) : - - B

Vermont 40% Expand coverage for low income 2.5% 4.7%

' through managed care systems and -(1996-2002) | (1996-2002) -
providing managed pharmacy = R
benefits to low-income Medicaid 8.7% 2.7% 4.6
beneficiaries. 26,500 new enroliees. (1996-2000) (1996-2000) | (1996-2000)

1
RAFT

Note: Demonstration growth rates reflect maximum growth (under budget neutrality requirements) for demonstration spending only
(except in Tennessee, which includes all non-demonstration spending). Thus, growth rates apply to different types of spending

(mostly acute care and DSH spending) than total spendmg Such spendmg groups tend to grow at different rates than total Medicaid
spending, which includes long term care.

2 Demonstralion growth rates as reflected in the budget neutrality limits over the period of the demonstration. Where two rates are

shown, the top rate reflects the average annual growth over the period of the demonstration. The other rate rcﬂects the best

comparison period to the Congressnonally proposed rates.
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b " : ' ' ‘ A '
House and Senate growth rates are from GAO's table calculating the anoual state allotments based on the proposed formuila
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BACKGROUND
Sectxon 1115 Statewide Demonstratxon :

verview

. Statewide Medxcald 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 require State legislation to move forward and
have had difficul ty getting it.

. South Carolina over the next year is working on developing the infrastructure (managed
care networks, information systems) for a Medicaid 1115 demonstration. (South Carolina
has niot yet recewed official approval from HCFA. )

. Seven additional States have submitted proposals: Ohio, Massachusetts, Missouri, New
Hampshire, Delaware, Minnesota, and Illinois. - ~

. The States seem generally to be using 1115 demonstratlons to experiment with the
following:

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

o Expanding coverage to the uninsured, All approved 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.

0 Managed care, States are 1mplcmentmg comprehensive managed care -
arrangements in their programs to help finance the expansions and constrain cost
growth. States are also using the 1115 authority to allow them to develop
managed care approaches and lock beneficiaries mto arrangements in ways not
permitted under current Medicaid law. | ‘

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

. Currently, 8% of total Medicaid expenditures is spent under waivers in States with

approved Statewide demonstratlons Adding States with pendmg apphcauons raises this
percentage to about 18%. , :

DRAFT;, 11/18/94: - 11:15am



Additional Interest from Other States

LJ

Preliminary discussions have been held with the States of New York, Washington,
Louisiana, Texas, Georgia, Kansas, Utah and Montana Some of these discussions are at
early conceptual stages. !

It will be sometime before any clear effect is known'of the recent elections on the interest
in or direction of any of the proposals under review :or those in the conceptual stage. In
Missouri, for example, it has been suggested that the State legislature may reconsider the
scope: of the Statewide reform in light of the absence of action on national legislation.

Protecting existing beneficiaries. S ‘

Current waiver policy requires existing 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 authority, 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
Waivers.

Maintaining quality and access to services. , ‘

All 7 States with approved demonstrations have waivers of certain managed care
requirements. In exchange, States have been required to submit 100% person level
encounter data and adopt focused quality assurance systems. These data are essential in
evaluating availability and use of care for key vulnerable populations, such as pregnant
women and children.

Budget neutrality.

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

o The share of total Medicaid spending under 1115 authority is 51gmﬁca.nt and
continues to grow. ‘

o Common agreement on the approach to setting budget neutrality is critical, ngen

the long range implications for the Medxcmd baseline.

o . Some States are also looking at 1115 as a way to carry over high DSH payment
levels and avoid OBRA 1993 reductions.

DRAFT; 11/18/94: 11:15am
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. Covering the Most Needy. Increasingly, States are asking that federal match be provided
for seérvices previously funded entirely by the State, or, in the case of Massachusetts,
subsidize employers who already provide insurance to low-income workers. These
proposals are of concern because they do not expand coverage to new populations and
can leave the most needy without coverage.’

. Operational feasibility.
Some States have submitted 1115 demonstration proposals without having a fully

developed operational framework for implementing the demonstrations. Operational
readiness is critical in assuring access and avoiding beneficiary and provider confusion.
This continues to be contentious, given the desire to review programs within a 120 day
timeframe, even if States are not ready to implement them.

DRAFT; 11/18/94: 11:15am



Using 1115 Demonstration Authority for Expanding Coverage

Description

Continue to use 1115 demonstration authority to promote State flexibility and expand
coverage to the uninsured. The 1115 authority provides an administrative, budget neutral
approach to achieving these goals.

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

Minor 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 mechamsm for simplifying eligibility and
circurnventing managed care reqmrements

Discussion

. 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 Iong term, the baseline for measuring cost neutrality is not clear.

. Appeal to States

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

Admlmstratlve Simplicity/Flexibility
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 Reforms

Some states' pr0posals are designed principally to reduce State costs and not to
implement expansions or innovations that will benefit low-income populations.

In granting 1115 demonstration waivers, the ﬁedad government could give
priority to States that are seeking to expand coverage and pursue health system
reform could be given priority.

DRAFT; 11/18/94: 11:15am ‘ ;



. lecerns about Substitution of Enstmg Coverage

Rather than expand coverage, states may seek Federal funds for people already
covered in State-only programs.

Similarly, employers may drop coverage if States create a subsidized program for
their workers. ;

DRAFT; 11/18/94: 11:15am



Providing Additional Funds to States f(;r Expanding Coverage
Description |
. Provide matching Federal funds to States that exlpand coverage of the uninsured. States
would have substantial flexibility in targeting and designing the program.
. The Federal contribution to the program would be capped.
. This program is distinct from Medicaid (and Med;iceid waiver programs).
Discussion

e Simplicity and Flexibility: ’
Provides flexibility for States to design programs to expand coverage that meet
their partlcular needs. For example, states may choose to enroll the uninsured in
- private insurance or a state employee health plan.

Decentrahzes decision making to the States.

Relatively free from burdensome or restrictive " strings" usually associated with the
Federal ﬁnanmal assistance.

. Concerns about State Financing: ‘
Rather than make new resources available for health care, States are more hkely to
redirect current state spending to attract federal funds.

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

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

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

. Targmng / Equity: ‘
The States most likely to participate in the | program 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.

DRAFT, 11/18/94: 11:15am



In any case, there will be a trade-off between fiscal relief and expanded coverage.

. ‘Implications for Medicaid:

Establishment of a cappéd program for the umnsured may create pressure for a cap
on Medicaid.

Establishment of a program with substantial State flexibility may create pressure

for similar State discretion and flexibility in the Medicaid program. For example,
Medicaid currently has many protections to assure access and quality of care for
recipients. In a State-flexibility model w1th fewer Federal strings, such protections
could be significantly weakened.

States may have incentives to transferpeople 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.

DRAFT; 11/18/94: 11:15am



Medicaid Restructuring
Complete State Flexibility with Medicaid Integration

Description

Replace current Medicaid financing 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 responsibie for using these Federal payments -- and any required or
optional State contributions -- to finance health services for low-income residents.

Discussion

. Formula for determining the amount of States’ grants will be both technically and
politically difficuilt 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- ab111ty to mﬂuence the States' use of
grant funds.
. The Federal government could do iess to protectf cili'rent eligibles. The Federal |

‘government's ability to monitor State Medicaid programs would be diminished. ,
Federal 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 wdulﬁ be borne by beneficiaries.

DRAFT; 11/18/94: 11:15am
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Medicaid Restructuring
Medicaid-for-Welfaﬁe Swap

Description

Federal government takes over acute care pomon of Medxcaxd States take over welfare
programs AFDC and Food Stamps.

Discussion

. Health program would be made uniform across States in ehglbxhty, benefits, prov1der
payments and delivery arrangements.

. Improve predictability of Médicaid spending if Péderally financed program is operated
on a fully capitated basis.

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

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

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

. Decrease in the uniformity across States of welfare coverage. Also, the Food Stamp
program, which is a Federal program that provides assistance based solely on income,
and therefore reaches low-income working families, would be left to State discretion.

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

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

. Significant administrative burden of administering a Federal health program that
includes a "means-tested” eligibility requirement.
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