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MEMO,RANDUM 

TO:' Distribution .. April 3, 1995 

FR: Chris J. 

RE:, GAO.MedicaidWaivet Report 

:.,. .. 1 •• -'. 

Attached is our latest and final draft reply to tlie. GAO ~edicaid waiver report. Nancy Ann 
just gave it to me, and informed me that some Q's & A's will shortly be forwarded to us. 

Diana, I h~pe I am not duplicating and intruding upon your work. Knowing of the interest in 
this among us, I wanted to get out as soon as I received any information from her. 
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DEPARTMENT Of HEALTH &. HUMAN SERVICES 

------------------'-----.~-.---.-- ...... -•... -.... --'--
Th4 Admin,c\f.,t¢. 
Wa~hln2ton. D.C .. 2020: 

March 31, 1995 

The Ronorable Charles A. BoWsher 
comptroller Qeneral of the 

united States 
General Accountinq Office 
Wastiinq'ton, DC 20548 

Dear Kr. Bowsher: 

Enclcsed. is the Aclminseration's ros:ponstf! to the draft GAO'report,. 
"HEOlCA:lO: spendinq Prg£~ul::e& Drive stateg Toward PrOQram 
Reinvention. II We appreciat$ the opportv.nity to review this draft 
report IUld provide QuroommentG on. . it. 

Enclosure· 

Bruoe c. Vladeok 
Administra.tor 
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The AdD'dIddr::ltioD's Response to ,Draft GAO RePOrt- "MEDIC\ID: SpendlIJ2 Pressures 
. Drive States T~rd Propm ilehrVeutionll' 

The AdJlillnisttation's bUdget, neutrality metbodolo,2! 

There is, no suchthiDg as a State-specific Medicaid baseline. Th~ in reviewing State 
projecucln.s of without-waiver expenditures.' the Administration generally compares State 
histork.aJ ~enditure growth to the benohmark of baseline grO'9Jth in the Medicaid 
program. for the nation.as a whole.; In so doing, the Administration I«:Ognizcl that there 
has hist~)ricany been dramatic variation in State M~caidprogram~ e.g., differences in 
the use ,of disproportionate share funding, etc. These factors (as well as the geographic . 
variation in PBctice style) have resUlted in radically different levelS of expenditures and 
growth l'ate:s l1cr0J5 the states. 

Further, it is important to Iet:ogDize that the AdmfDJStration determines budget 
neutralillyon the basis 'of current federallawt which i.s also the basis used 'in the 
PresideIlt'$ Budget to project baseline Medicaid expenditures. Therefore, in its review of 
waive.r l'topooa!.E; the Admini.:.tration acknowledges that under current Federal law States 
are able. to engage ill program changes. 

Waiver review pqlicy changes under this Administration 

The GAO report suggests that this AdIninistration', w:aiver review policies are different 
than pmviou~ Adminj5~On'! policles. It is important to DOU. that prior to the Clinton 
Adminii;tration taking office:fn 1993, only one comprehensive Statewide section 1115 
Medicaid waiver had been gf3nted. Recognizing the desire and the need of states to 
have greater flexibility in refomting their Medicaid systems, upon taking office the 
Clinton Administration encouraged states to deSign inDovative health delivery systems 
tailored to each State·s unique oireu~stances, while preserving and enhancing access to 
quality lcare. To facfiitate 'these aims, the Clinton Admin:i8tration developed a more 
flexIble approach to reviews of waiver proposals submitted under section 1115 of the 
Social Security Act. The Administration announced the principles that would guide its 
review 1:>£ such proposals. in the Federal Resister on ,September 27, 1994, stating its 
d~ire to "facilitate the t~tiDg of new policy approaches to social problems" and 
pledging, among other 'things, to: 

.. work with states to develop research and demonstrations in areas consistent with 
the DepaI1ment's policy goa1s; 

• \;onsider proposals that test alternatives that diverge from that policy direction; 
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• colilsider. as a criterion for approval, a State's ability to implement the fesUrch or 
dellnonstration project; , 

• gr2LD.t waivers to test the same or related! policy innovations in multiple States as a 
llDc:chanism by which the effectiveness of policy changes,caD be assessed; 

• compute bud%et neutrality over the life of the waivert since mauy demonstrations 
m"ltOM making 'Up.£ront"invest:ments in order to achieve out-year savings; 

• rec.ogn1zing the difficulty 01. making appropriate: baseline projections of Medicaid 
eXj>enditures., remain open to development of a new.~ethodology in that regard; 
and ' 

• in assessing budget- neutralityt the Department "Will not rule out consideration of 
oilier budget neutral arrangements proposed by Sta~ 

The Administration articulated these principles for reviewing waiver request in part as a 
response 1:0 State concerns about aJbitrary spending limits, e.g .• the inherent limitations 
in projectiions of future spendiDgt the 1acl: of coMistently reliable data, and past State 
expcrieno:showing that even the heM planning oonbe overwhelmed, by unforeseen 
effectS. ' 

GAO'S Dse of 'the national current services baseline to establish budget neutrality 

. The Admiinistration disagrees v.ith GAO's preliminarya.naly!.ig of the, financing 
provisions of four Statewide Medicaid demonStrations di:scussed in the draft report. 
GAO applies a uniform budget neutrality methodology to each State. without a , 
discussion of the advantages and disadvantages of that:approach. GAO compares the 
baseline costs and growth rates of the approved projects to a "current services"baseline. 
and finoo ,that three of the four States may not be budget neutral. '. We believe that each 
demonstration is budget neutral and take issue with GAO'8 a»umption that their rigid. 
methodok>gy is appropriate for all States. Recognizing $at States and their Medicaid 
programs'vary significantly, as.discussed above;we hav.e used ainore flexible approach 
to ensure that each project is budget neutral. : 

There are several conceptua.l and t«hnic:al problem3 With the'GAO's approacb to using 
the national current services baseline to establiSh budget neutrality in all states: . 

• I 

Thle GAO uses as a s~dard for Federal budg¢t neutrality a current serviceS 
baseline, which they define to melude expendi~ needed to finance the 
prcgram ~ming laws 'ODd policies that are in place at the State level today. 
Ne;vertheless, the GAO applies this cUrrent scrnce$ :standard to 8. current law 
baseline (the President's Budget does not .differentiate between the two, 
~entiaIly applying a current law approach to eStimates of current services 

. baseline expenditures). The GAO does. not construct a true current services 
baSeline for their analysis. . 
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Conceptually. current services h the wrong ~line to adjudi.:ate budget 
Ill~utrality. In granting wa.iven; the federal government determines budget 
nl~utrality 911 the basis of cUrrent federal law - the basis also used to project 
bilSeline Federal expenditures. UDder current federal law states are able to 
eJlgage in program expansions and oontrad:ions. Thus, establishing a state­
specific budget neutrality b:u;eline at a minimum must involve same judgement 
~g $tates' behaVior under cuuent la-N. (See further dUcus:rion of 
hypothettcals below). ' 

The report spends Co!LSiderable time (Summary. paee 2) relating the dramatic 
~riatiOD in state MedM:aid programs. i.e., difference in the milt -of eligible' , 
pi'Pulation.s, the mix of services offered, provider payment rates, and the uSe of 
disprOportionate share fuDding~ All of these fa,ctors (as w.:ll as the geographic 
variation in practice styJes) baveresulted,in radically different levels of 
~:pendituresal1d growth. rates across the states~ HOW'ever, this variation is 
ignored in selecting their budget neutraJity approach. 
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111e report (Summary, ,page 3) a..ssem that the de~ati~ of the without­
waiverbasellile is ill considerable "dispute." Y~t in asserting its methodology, 
GAO offers no discussion ,of pros and cons of ~ts approach or alternative 
methods. The GAO should at least attempt an analysis of budgetneutrallty using 
stilte-specif:ic data. 

Waivers involve subsets of the Medicaid population and services. GAO applies 
, the PresideDt's BudgetCurrent Services Medicaid baseline to establish its budget 

DE:utralit;y baseline. It is unclear how GAO measured the services used by 
, "populations covered by the waiver." ' 

For the four waiver states for which GAO provided -i~ estimates of ycar.byo-year with . 
and With4)Ut baselines, based on the President's Budget baseline for FY 1996, we note 
that across the four waivers. the federal government actually realizes small savings (0.1 % 
relative to total Federal Medicaid outlays for the FY 1994 to FY 1998 period).1 

The InrulsloD of 1902(rHZ) expansion popt!latiom; in State demonstration baselines 

The repo'd criticizes the Administration's decision to allow states to include in tbeir 
demonsbation baselbles the cost of extending coverage to optional groups under section 

, 1902(r)(2} of the Social Security Act. We believe thk decision is consistent with a 
current ]isw approach and reflects the prioritiC$ of the Admini3ttatioll and Congress to 
extend ccwerage to pregnant women and children. 'We would also emphasize that, to be: 
counted in the "without waiver" baseline costs, the expanded populations must also be 
oovered under the demonstration. 

lThe four $ta.tg are Tennessee. Florida. OregoD. and Hawaii: 
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EnUtJell1l:Dt growth played minor role in Medlcaid-s high·m!!tb 

We conC1lr ~th GAO', finding that entitlement arowth was not the major cause of the 
17% cos,: growth aperiencc in the Medicaid program between 1985 and 1993. . However, 
we beli~,e it is misleading to compare this growth rate with growth in the federal budget 
of 3~8% lover tbesame tinie period., as on page'" of the Summary. 

WalTiersust!d fA) do JIJOl"e t:ht.ncoutaln costs and mand promm coveraee 

GAO's report suggests that the objectives of section 1115 are limited to containing costs 
. and expilllding coverage. While these objectives are impOrtant - and we believe they are 
achieved in section 1115 waivers discussed in this report - the Administration believes 
this focus is too narrow. 

f"irst, in addition to containing costs and apanding coverage. section 1115 
demonstratlollS allow states to exjlerilllcnt with innovativedelivety aDd payment systems 
for their Medicaid or low-income populations. 

Second, ,we do not agree with the statement that -Whether the comprebensive scope of 
the demoustratiom; can be characte~ as experimental is,s:ontroversial.' HCFA 
considers eacb of the statewide demonstrations as having unique components that are 
worth testing under a demonstration and has awcu-dcd two contraots to evaluate the . 
innovative features of each implemented program. . . 

'. , ' 
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T Health Division * 
Office of Management and Budget 
Executive OffIce of the 'President 

Washington, DC 20503 

April 3, 1995 

-------------------------------------------'--'-----------------------
, Please route to: 

,Through: 

Subject: 

From: 

-

Nancy-Ann Min 

. Barry Ciendenin\SL 
Mark,Miller/(i( 

Questions! Answers for Mike ' 
McCUrry Press Conference on 
GAO's Medicaid Waiver Report 

Parashar Patel \?-$? 
Andy Allison tlt! 

Decision needed 
Please sign 

. Per your request 
Please comment 
For your information _ 

With informational copies for: 

HDChron, HFB Chron , 

Phone: 202/395-4926 
Fax: 202/395:3910 . 
Room: #7001 

Attached are qliestions and answers on GAO's report, "MEDICAID: Spending Pressures Drive 
States Toward Program. Reinvention". ' ,: 

r 



Q. 

A. 

I 

"Qs and A:s for Draft GAO Rep~rt -- "MEDICAID: Spending Pres~ures Drive States 
Toward Program Reinvention" 

~ The Draft GAO report indicates that while section 1115 Medicaid wai~ers allow for .. ~' 
greate~ flexibility to contain state spendi~g, the federal government would not lik~ly .. 
realize cost efficiencies because waiv.er approval in spme States also permits coverage 
expansions. The Draft report also finds that some states' section 1115 Medicaid 
demonstration waivers could increase federal spendi~g .. Have these waivers increased 
federal spending?; i ,_ 

We believe that each demonstration is budget neutral and disagree with GAO's 
preliminary analysis of the fimmcing provisions ~ffour Statewid.e Medicaid 
demonstrations discussed in the draft report. 

GAO applies a uniform budget neutrality meth~dol6gy to each state. The Administration 
takes issue with GAO's assumption that their rigid m~thodology is appropriate for all· 
States. In oui response to the Draft GAO report, we Qoted several conceptual and 
techniCitl problems with GAO's approach to using th~ national current services baseline 
to establish budget neutrality in all States. Recognizihgthat States and their Medicaid 
programs vary significantly,the Administration has u~ed a more. flexible approach to 
ensure that each project is budget neutral.· '. . ' 

We aiso note that for the four waiver States for which GAO provided its estimates of . 
year-by··year, with and ~thout waiver spending, based on·the President's Budget 
. baseline for FY 1996, across the four waivers, the' federal government actually realizes 
smalt'savings (0.1 % relative to total Federal Medicaid outlays for the FY 1994 to FY 
1998 period). The Federal Government realizes savings because, using GAO's 
methodology and data, Federal savings under Tennes~e's waiver are greater than the 
additional Federal costs in the three other waiver States. I 

Q. One of GAO's principal findings is that entitIemenlt growth played a minor role in 
Medicaid's high growth rate. Do you agree? : . 

'. 

A. We"agree with GAO's finding that entitlement growth was not the major cause of the 
high cost increases in the Medicaid program between 1985 and 1993. 

~*~ .. ~ YlA~.~ 
:,,~.~I .:1'""\ ~. J;)~~~~ 
S~~~ . r-(., ",-6~. ,~~ . ~ ~ 

, /V4)r.>.'~ ~ 
IThe other three waiver States are Hawaii, Florida, anq Oregon. 

April 3. 1995 (4:03pm) 



Q. GAO i.ndicates that until 1993 section 1115 waivers, were limited in scope and that a1l 
section 1115 waivers approved since have been approved as'statewide demonstrations. 
GAO notes that questions have arisen as to whether the comprehensive scope of these 
demonstrations can be characterized as experimental. Are- these waivers experimental? 

A. GAO's Draft report suggests that the objectives of section n 15 are limited to containing 
costs and expanding coverage. While these objectives are important -...: and we believe 
they are achieved in section 1115 waivers discussed in this report -- the Admirustration 
believe:s this focus is too narrow. ' 

First, in addition to containing costs and expanding qoverage, § 1115 'demonstrations 
allow States to experiment With innovative delivery and payment systems for their 
M~dicaid or low-income populations. ' 

'Second, we do not agree with the statement that "whether the c~mprehensive scope of the 
demonstrations can be characterized as experimental is qmtroversial." The 
Administration considers each of the statewide demonstrations as having unique , 
components that are worth testing under a demonstration and has awarded two contracts 
to evaluate the innovative features of each implemented program. -

Q. Many of the Statesth~t have'received approvals for section 1115 demonstration programs 
use capitated managed care arrangements to provide services for Medicaid recipients. 
While such arrangements can increase access, some advocates argue that such care also 
means that quality of care an.d access problems can go undetected·witliout adequate, 
beneficI.ary education and vigorous state arid federal oversight. Given the recent 
probletns with Medicaid HMOs in Florida and the 'problems with Tennessee's 

• ". 1 

waiver as outlined in the GAO report, what steps has the Ad~inistrationtaken to 
, " ..... I ' 

ensure quality care? 

A. Quality and access to quality care are a high priority for the Administration. We carefully 
evaluate each proposal to determine whether the 'State has developed a performance.:. 
based quality improvement program and can guarantee access to critical.health services. 
We work particularly closely with States to develop agreements on monitoring, 'quality 

, assunmGe activities, and access standards. ' ' , 

April 3, 1995 (4:09pm) 



Q. GAO says that since 1993 the Administration has applied the test of budget neutralityin 
such a way as to allow States more flexibility in shoWing that their proposed projects ~ 
, would be budget neutraL, Why did th~ Administration change its test of budget '1\-
neutraJlity? . ' ' 

A. It is important to note that prior to the Clinton Admi~stration taking office in 1993, only 
one Statewide section 1115 Medicaid waiver had been granted. Recognizing the desire 
and the need of States to have greater flexibility in reforming ,their Medicaid systems, 

Q. 

, upon taking office the Clinton Administrationencow:aged States to design innovative 
heatth delivery systems tailored to each State's unique circumstances, while preserVing 
and enhancing access to quality care. To facilitate these aims, the Clinton Administration' 
developed a more flexible approach to reviews of waiver proposals submitted under , 
seCtion 1115 of the Social SecUrity Act. We believe that each demonstratipnwaiver is 
budget neutral. 

The Administration announced the principles that would guide its review of such 
proposals in the Federal Register on September 27, '1994. The Administration articulated 

I ,. , . 

these prilnciples for reviewing waiver requests in part 'as a response to State concerns 
, about arbitrary spending limits, e.g., the inherent limitatiol1$ in projections of future 
spending, the lack of consistently reliable data, and past State experience 'showing that 
even the best planning can be overwhelmed by unfor~seen effects. ' 

According to the GAO? each of the waiver agreements ensures some limit~ on feder~ 
spending and holds some.fmancial risks for the States. If there are costoverruns,the 
federal government, under each of the waivers, has limited its liability for such cost 
overruns. However, the States will not receive federal aSsistance in paying for costs in 
excess of the agreed-upon limits~But in fact, as GAO points out,th.! !~act of higher 
'than anticipated costs on federal funding depends on the, specific wa~r' agreement and 
HCFA's enforcement. Give~ the fact that the Administration has allowed States to 
expand Iwverage and incur liability for additional costs, what will the 
Administration's response be if States cannot meet,their caps? 

A. All of the waiver agreements include explicit enforcement mechanisms, including 
reporting requirements and sanctions for non-compliance. 

Q. Has HCJFA ever approved or will they ever approve a waiver with, growth rates 
below tbe national average? 

.' . 

A. Allowable growth under Tennessee's waiver is below the national growth rate expected at 
the timethe waiver was approved. , 

.. ,; . 

April 3, 1995 (4:09pm) 
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I assume that if you <have had a chance to read this report, you 
realiza that it criticizea the Administration's handling of 1115 
waivers. It states that there has b~en a change in polic'y under 
the Clinton administration and that ~olicy is less fiscally 
responsible than the Bush Administratio,n policy. Some of the more 
critical s~atements,ar~: 

WAIVERS ARE NOT BUDGET NEUTRAL 
..... the administration has allowed states to make adjustments and' 
determine a new baseline .•. In contrast, we believe a more 
rigorous test of 'budget neutrality measures spending using a 
current services ,baseline. Thus, we 'consider the demonstrations 
to add to federal costs ..• " 

CONGRESS IS BEING BYPASSED 
"In essence, states will have used Medic~id to finance state 
health reform without the opportunit~ for congressional consent or 
debate." 

CLINTON ADMINISTRATION POLICY IS LESS FISCALLY RESPONSIBLE 
"Four states .• sucessfully argued that their baselines should 
include the costs 'of, extending coverage to optional eligibility 
groups that could have been, but were not then, ,served by the 
state's Medicaid progr~m" "That a pol~cy change occurred in 1993 
is underscored by the fact that, according to one Oregon official, 
the state was unsuccessful in making.its argument to the previous 
administration." 

"Feder'al Medicaid expenditures could' increase substantially if all 
states successfully made the 1902(17)(2) argument. The Urban 
Institute estimates ,that annual state ,and federal [Medicaid] 
spending could incre(ise by between $5.5 billion and $23 billion." 

IIAnother policy change since 1993 is to allow demonstrations to 

show budget neutrality over the life of the waiver, but not 
require it year by year. " 

We have drafted some criticisms of the GAO report in general and 
their application of a national growth standard specifically. As 
you know, OMB staff have considered national growth standards in 
the past, and in fact the most recent waiver negotiations (IL,'DE) 
reflect national growth rates. When we send over our comments on 
the GAO report, we will also send over a discussion of moving 
toward a methodology like GAOs. 

\ 
The GAO report is being done at the request of the House Budget 
Committee. The report will be released Arpii 4th, at which time 
the GAO will testify. They have asked for comments from OMB and 
HHS by COB Monday. Also recall that:in addition to GAO CBO has 
been asked to comment on this issue. ! If they choose to' comment, 
we can expect CBO to point-out that one of the main differences 
between their Medicaid baseline and the Administration's is that 
CBO assumes that these 1115 waivers are not necessarily 'saving the 
federal government ~oney. 



We strongly recommend the following actions: 

1) infbrm Jack Lew and Bob Damus of this draft report's 
conclu~:;ions [I can. do· this if you want me to]; 

2) raise this report to the Director's attention--we may want to 
brief her on its contents and provide her with possible responses; 
and 

3) coordinate with HHS on our respons:es [I spoke with D. Chang and 
Barb Cooper on Friday night--they hav.e started the review but they 
did no't sound like they were moving v.ery fast "we will put it in 
the review process"--you may want to !contact Judy F. to assure 
that this report gets HHS/HCFA' s prompt attent'ion.] 

'[ 

.'/ 

\1 

. ' 



Draft GAO Report: 
ttIlBDZCAZD: 8pendinq pressures Drive states 

Toward Proqraa Reinvention" 

• GAO was scheduled to release the report today in a Kasich 
hea:ring. 

• The: report looks at the Administration's approval of 'section' 
1'115 waivers for states to expand: their Medicaid programs. 

• The report concludes that in 30u~ 0(,4 specific instances 
. whe're waivers have been used, they are not budget neutral -.,.. 
that is, they are costing the federal government money. 

• We disaqree with this concl\lsion and have serious questions 
abo'ut GAO's technical approach. 

, . 

• The report also implies that the Adminlstrationhas used a ' 
different policy in reviewing the I waivers from previous 
Administrations. 

Q. Accclrding to the draft. GAO report, section 1115 Medicaid 
waivers may have increased federal spending. Have they? 

A., No. We believe that each waiver is budget neutral and 
dis~lgree with GAO's preliminary; analysis of the four 
Medlcaid demonstrations dlscussed in the draft report. 

GA,O used a uniform method to determine if federal costs had 
'incl:-eased. The Administration does 'not: believe that GAO's 
rigid methodoloqy is appropriate f'or all states. We also 
haVE! technical concerns ·about GAO's methodoloqy. 

I might point out that, for the four waiver states GAO 
analyzed, even assuming GAO's methodoloqy is correct-- the 
federal government a~tuallyrealiz~s savings. (That's 
beca.use, using GAO" s ,methodoloqy and' data, Federal savings 
unde:r Tennessee's waiver 'are great~r than the additional 
Fede:ral costs in the three other waiver states.) 

Q.The GAO says the Clinton Administration has used a different 
policy in reviewing section 1115 waivers. Is that true? 

, 
A. From day one of this Administratio~, the President has made 

clear that he wanted to encour~ge state innovation while 
preserving access and quality for Medicaid beneficiaries. 
Before this Administration, only one of these waivers had 
ever been granted-- to Arizona in the early 1980s. The 7 
waivers we've qranted ,are covering almost 500,000 more 
people while saving the states money and not costing the 

. fede'ral government any more than it would have spent. 

, .. ..., 
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, , Curr'ent Enrollment in Approved Section 1115 De~onstrations (As of 9/1196) 

~ Current Eligibles Expansion Eligibles 

AZ 480,024* 

DE 54,990 

HI' " Approx. 135,000 total 

MN 142,200 86,000 

OH 295,861 

OK 125,133 ' 
'" 

OR 255,742 
,. 
I 108,207 

RI 68,943 2,424 

TN 848,933' 315,099 . 

VT ---_ .. -- 3,088 

Subtotal 653,818 

Projected Enrollment in Approved Demonstrations Not Yet lQIplemented ' 
, . ' 

FL ------- 1,079,294 

II.. 1,500,000 

KY 493,]08 

MA 480,000 434,000 

'TOTAL APF'ROVED'WAIVERS: C::~* 
'Sou.rc.(!.: \-:\~c.\\:k~\-L F\.I\c.f\;(\~) f\-JI"'\\(\ .. A~o" , 

, includes 457,798 in acute care program and 22,226 in long term care program 

.~ _ ..... ~ #J'!v£f ·Nf t0e. /S 

TOTAL P.02 



," 

Medicaid'Section 1115 "Demonstration Waivers" 

.. ' As,Medicaid reform legi~lation has stalled, states;~re, inc;easi~gly using the" section 1115 Medtcqif/ de'mO'1strdtionw~iver aythority to 
, '. purSliemajor statewide health reform Initiatives., In order to further control ,i:ost~ (lndsometimeS(6 "expand:eligibilfry beyond the 

upper limits in Medicaid laW, stat~s applyJot. these, waivers of Medicaid law. OMB plays,a" majoFrole In the nego~iationof these 
. 'waivers with HHS and the ~tates, esp~ciallyjnthe{1reaof "budget neutrality. " -
- . .' .' ,." . .' 

"History' .:" 

". "', Since the ot-igihid Medicaid legislation was p~ssed itt 1965,' § {(I 5 ofth~SQcial Se.curity Atthas given the Secretary ofHHS'the' 
'authority to waive certainr~quirements of the Medicaid~prograrrdo support '~an experimental: pilot orde'monstration ,proj~ct."" 

.' 
'," .. 

• 

,'-'/-
• _. ~.~ .. -:,,~ . • ~ ~.~ ~_4 _ _ -~ - . ' 

,TM' § 1115 authority allows the Secretary to waive more, aspects ofM~dicaid law tha~the more limited §1915(b)waiv~r 
a4thority/known asa freedom of choic,e waiver) which states use eve~;more frequently to move'their eligible ,pop~lations into 
manageo care, , ' ' " 

'- ~;,. 

'The Administration has approved 12' st~tewide §Jll,:"vaivers and' is:in' the proces~ pf ~valuatingll' more', Prior to th:e Clinton 
" ~Adininistration, only Arizol1a had rece'ivedapproval for' a statewide § IllS waiver ip. 1984. Montana's behavi,oralhealthWaiver' 

,application was disapproved. NewJerseyand'Washington are 'expe<;ted to submit waiver proposals this summer. Tah-A " 
" ' includes a list of all-the waivers with their ~mpf0yal or disapp(oval da.!:es and waivers'yetwbe approved: '::, ' 

Of die, i 3 approved statewi<;Ie ~ai~~t-s,9 statesha~e implement~d their programs,' Florid(j., [(entucky"Massachu~etts and Ohio 
have yet to 'obtain approval for 'their program form'the state legislatur~s:~., " ': ,', ' '," ", ", .:~' , '. '." 

" .. 'i~ 'fY 95 acute~are sp~;ndirigin .States with appr9~ed waivers cQmp'rised , i 4%:'~f total Medicaid spending,' Acute care ,~peridirig " 
"in states wit~ pending § 1115 ,\yaivers,compnsed t:r~o(totaIMedica~d, spending. Since most demonstratjons'd9'not ., ,," 
incoFponite all State Medicaid a~ute'care spending, these figures piob-ably overstate the percentage:ofMedicaid expenditures 
attri~utabletothe § 1115 waivers.' ,""'" 

'.:; 



• States typi"cally use the §1115 waiver process to: 

move their AFDC"and more recently their disabled populations, into managed ~are; 

obtain fed,eral matching funds for costs that are not otherwise matchable under Title XIX (i,e, private health insurance . 
premiums for the working poor); 

use the managed care savings and oth,er waiver-related revenues to cover traditionally non-Medicaid populations; , 

, , " waive statutory e£lrollment requirements (e.g., the "75/25 It rule that requires the enrollment of a~ least 25 percent, 
privately insured- patients in a managed care entity); ~ , 

.. After approval ofthe:wai~e;s: states later often seek fed~~ai ap~roval i~r amendments to the 'waive;, Most often, the 
amendmel1ts are designed to reduce the costs of the waiver program by reducing the number ~f new eligibles or by reducing the 
costs per new eligible by a reduction in services' or by imposing,higher premiums. . 

• ,HCfApasfunded an'evaluation of five of the w~ivers(Tennessee, Hawaii,Rhode Island, Oklahoma, anclVermont), ,The 
evalu'ation should answer'questions regardIng. how these demonstrations work, how they affect individuals, what they. cost, and· 

- whether they are "able to provide care that is as good as or better than that provided under the CUIT~~t Medicaid program, The 
final evaluation report is expect~d in Sept~mber of 1998', ' " , 

N011.-statewide §1115 Wdivers 

'. . . 
In addition to the statewide waivers which move large portions of a state's Medicaid population into managed care, states have 
also used the § 1115 waiver authority. fo affect changes ~n smaller portion~ of their programs .. Like the statewide § 1115 waivers, 
these waivers also must be budget neutral. . 

Family Plan~ing Demonstrations --:-' Several states have received waivers to extend coverage of family planning se~ices 
to women who would lose their Medicaid eligibility post-partum. More recently, states are applying for waivers to . 
extend family planning benefits to all women who would become Medicaid eligible if they became pregnant. ,{hese . 
waivers aiso must be budget neutral. States must prove that the averted expenditures on new Medicaid births would­
outweigh the expenditures on expanded family planning services. 



Integration ~fMedicaid and.Medicare Financing--States are beginning to experiment with combiriing Medicare 
. financing ,of acute care services with Medicaid financing of wrap-around acute care services and long-term care services. ',' 
In these waiyers, a managed c~re organization would receive one capitated payment for all Medicaid and Medicare 
services. Minnesota has already received a waiver to do this, although it is' not yet implemented. Several' other states 
have recently applied for similar waivers. The most recent Republican Medicaid proposal on May 22, 1996 would 
authorize HCF A. to approve 1 Osuch demonstrations.' . , 

Special Populations -. Maryland received a waiver to provide enhanced case management to Medicaid recipients whose 
expenditl.ues were or were anticipated to be in the top 10% of all recipients. The District of Columbia received a waiver 
to enroll disabledchil~reninto'. a specialty managed care plan designed to address their needs. . ' 

Budget Neutrality Process 

• In '1993, the Administration recognized'the desire and the need c;>f states to have greater flexibility in reformi~g their Medicaid 
systems. At the same time, the Administration has also stated that the waivers must be budget neutral to the federal 
government. Although budget neutrality is not required by iaw, an agreement was reached on this issue with the National 
Governors Association (NGA) that was·published in the Federal Register: on September 27, 1994. 

• The agreeri,ent with the NGA, includes the following guidelines: 

HCF A now establishes a well-defined review schedule for each waiver' with a target decision date that is approximately 
four months from HCFA's receipt of the proposal; . .' 

HCF A may make only one consolidated request for additional information about a proposal; 

. HCFA will not limit the lifespaQ of the waivers to 4:5 years; 

OMB, HCF A and HHS review the waiver proposal concurrently to expedite the process; 

derfIonstration waivers can now be used to test similar policies in more than one state and ase np longer required to be . -.-- . 
umque; 



HCF A will provide states with technical assistance through a contract with the National Academy for State Health 
Policy; , ' 

HCF A, will assess cost neutrality over the lifetime of the project; 
.- : . 

" and, when an experiment is successful, the Administration will seek legislation to allow for permanent change and the 
Administration will consider extensions to existing :waivers that are successful until legislative authority is granted. 

Budget Neutrality Negotiations . 

• OMB plays a major-role in the negotiations between-the states and the federal government to assure budget neutraiity. _ 

• _"Tho!lgh the Admini~traiion vas pledged to_remain open,to ne~ methodologies for calculating budget "neuttaJity, a budget".neutral 
," waiver expenditu~e limit is generally set by projecting a state's "without~waiver baseline" current-law expenditures as follows: 

,"'. 

, Per-capita method. Budget neutrality can be defi_~edsolely in terms of per:'capita costs as follows:, 

Baseline Expenditures = Projected Per-Capita Spending x Actual Enrollment 
.l . .' ~ ... 

. - , ' 

All but two states thus far have-chosen this methodology because itdoes not hold them at risk for unexpected increases 
in" enrollment. " " 

Aggregate method. Budget neutrality mayalsobe defined in the aggregate, relying on projections of both per-capita 
costs and enrollment, as follows:. 

, Baseline expenditures = Projected Per-Capita Spending x Projected Enrollment 

, 
,'Only Tennessee and Florida have chosen an aggregate cap. 

_The budget neutrality calculation generally includes only the services, and recipients eligible for \vaiver services. 
Typically states do not include beneficiaries dually eligible for Medicaid and Medicare, residents of institutions, and 
medically needy eligibles under the waiver. States also do not usually include long-term care services. 



• 
. , , 

The budget neutrality discussions with the states generally focus on the development of an appropriate estimate offederal 
spending in a base year withoufthe waiver, as well as appropriate trend/actors over the five year life of the waiver. The 
federal without-waiver baseline is the limit of what the federal government will spend on the people and services under the 
waiver. 

, . 

• In the budget net,Jtrality negotiations, the state's incentive is to increa~e the without-waiver baseline as much as possible, 
especially if they are expending eligibility or services. As a result, most of the budget neutrality discussions with states have' 
revolved around the following issues: ' . 

1tC;~rrent Services" Baseline v. "Current Law" Baseline -- Several states have, wanted to pr~ject theirwithout-waiyer 
costs by including eX'penditures necessary to maintain their current program, i.e. a current services baseline, although 
federal or state law had changed, which would make that current services baseiineimpossible to support. For example, 
the'OB~ .93ho~pit~l-spe~i.fic lirpits may reduce some states ability to continue to fund DSH at its historic levels. 

Hypothetical Eligibles -- § 1902(r)(2) of the Social Security Act allows states to expand eligibility for children under 10, 
pregnant women, the medically needy and qualified Medicare, beneficiaries (QMBs) by liberalizing statutory income 
standards. For example, several states have incorPorated into their without-waiver baseline eligibility expansions 
authorized under § 1902(r)(2), but which are not yet. implemenfed. The Administration policy has been to allow the 
baseline t6 be 'increased to reflect these hypothetical eligibles, if the state intends, to include them in their waiver. 

. . 

Hypothetical Services - Some states have requested including serVices in the without-waiver baseline that they have not 
yet provided under Medicaid, but intend to under the waiver: . Administration policy has been to only include in the base 
year'expenditures services which arec~rrently being offered.' ; '.' ' ." , 

DSH PdylJ1ent Projections -- D~e in large part to the full implementation of the OBRA 93 hospital-specific payment 
caps inFY 96, it is difficult to estimate base year spending and to forecast growth in these expenditures in,states'which 
have been affected by the implementation. of this law. . .' , . 

Mixed § 1115/§ 1915(b) Approach -- States have begun to use the § IllS waiver authority to move their current 
Medicaid eligibles into managed care without an expansion in services'or coverage. Section 1115 is supposed to be used 
only for "an experimental, pilot or demonstration project," although several states are using the waiver mostly to move 
recipients into managed care.' States prefer a §1115 waiver to a §1~15(b) waiver because they can lock enrollees into a 
managed care organization for a specified time period,can use managed care organizations that enroll less than 25% 



. "private payors, and can obtain federal match for services not otherwise matchable. Allowing states to use the § 1115 
waiver process, however, could undermine the § 1915(b) process. On the other hand, a § 1115 waiver do~s subject a state 
to a more strict "budget neutral'? standard, whereas a § 1915(b) waiver is only held toa "cost effectiven~ss" standard. , 

Certified Public Expenditures (CPE) -- CPE are costs incurred by states or local public agencies in the provision of 
'. Medicaid services. Under a §1115 waiver, the definition of Medicaid services and Medicaid eligibles can be expanded 
almo~twithout limit. Thus, States have'requested extending the base of federally-matchable expenditures to include 
local expenditures for nori:'Medicaid services,suchas public health services, by using CPE. 

, ProviderTaxes -- The Medicaid Voluntary ,Contribution andProvider-Specific Tax Amendments of 1991 were enacted 
to curb the tremendous growth in the DSH program; in part, hy restricting the ability of states to use certain types of 
provider taxes. Severalstates'with § 1115 waiver'applications have been alerted that the expenditures supported by these 
tax~s ~ay be d5sallo\y'~~ if the tax isdetetmined to be Impermissible. Jt is qot yet:~leachow these,po.!entially. 
disallowable expenditures will be accounted for in the without-waiver baseline: 

Current Managed Care Savings -- Se~eral states are requesting § 1115 waiyers which will cover Medicaid recipients 
already enrolled in a§191S(b) waiver. The Administration's policy has been that the 'savings that have accrued from 
currently implemented § 1915(b) managed care waivers s~ould be reflected: in the base year expenditures. States have 
argued that this unfairly p~nalizes "good" states wh~ch hav~ been'pu'rsuing managed care all along .. 

Criticisms of Administration's Waiver Policy 

• In two report~, the GAO has cnticized the Administration for appr~ving waivers GAO considers not to b~ budget neutral to the 
federal government. GAO stud~ed 4 of the § 1115 waivers. and found that only Tennessee was budget neutral, while Oregon, 
Hawaii and Florida were not budget neutraL GAO conclusion's are based on its judgment that budget neutrality calculations 
shol,tld rely on the use of the average of the 50 states' baseline rates of growth (i.e, the national Medicaid growth rates), instead, 
of the more flexible approach based on individual state experience that has been taken by. the Administration .. The 
Administration responded by describing the flaws in GAO's methodology and poiritingout that the Administration had crafted 
",:,ithouFwaiver baselines which promote fairness and State flexibility by taking into consideration the complexity and variation 
ofa State; s program, while also evaluating the robu~tn,ess and appropriateness of the historical data in: comparison to national 
trend tates. 
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WISCONSJN'S WELFARE PLAN: lnDDEN REPEAL OF MEDICAID GUARANTEE 

, Wisconsin's (''welfare refonn~' proposal actuallyc:ontains hidden proyisions that end the 
Medicaid g1.Ullrantee for many poorfalnilies. ' 

NEEDLESS REPEAL OF MEDICAID GUARANTEE:. The Wisconsin plan ends the 
, nationwide gll.8l'antee of Medicaid - indepeQdent ofwelfare,-,' for poor chi1dr~h and preSWlllt 

Women. 
• , >" ' , '. ~ 

. , , 

, INCREASED UNINSURED AND'UNCOMPENSATED'CARE: The repeal oithe Medicaid 
gual'antee'for poor ,children 8.lld pregnant women:is coupled with ~nied eligibility for some 
peopie who cur:rently receive welfare., '", ' ! 

• 

, ,.' 
Over '1 00,000 people in Wisconsin cOuld become ~ed ,under the Wisconsin plan, 
accordiitg to the noh-partisan Wiscoilsi,nLegislative'Fisca! BUreau. ' 

. , . .' ; , 

The Wisconsin Hospital Associ~tion'wonies about inCr~es in emergency room use and 
uncompl~msated,care from the Wiscqnsin p!an: "If even a fraction of this group goes 
uninsllre~d,ihe 'costs down the road to hospital,s and the privately insured maybe high','. 

. ,', .' : ' " ," . ; . " , . . , 

NOT NEEDED FOR WELFARE REFORM:' Medicaid and 'welfare reform are not linked 
." '. ,'. I , . .," . 

because of Medicaid's reliance on welfare but because of partisan politics .. 
, . ~ . 

, . 
• Only a f,radion otMedieaid spencUng'relates to welfar,e recipients. ·While there isa 

! Strong relationship between Medicaid ,EUld welfare~ less than 20 percent of total Medicmd 
spending is dedicated to.welfare (AFDC) recipients .. 

• ' . Governors agree that politic,S, 'n,ot pollcy, drive the M.dicaid .. welfare link. The 
Democratic Govefuors stated: "although we agree that welfare and Medicaid are 
inextricably linked in practice, we cannot awee to a legislative strategy that insists that 
they be united." (5/29196). Even the Republican Governors'acknowledge that they insist 
on the link because, if Medicaid refonn is not included. in the "plan now. public pressure 
to ~dtesB ~s issue wiU fade and an historic opportunity will be lo~t.'~ (6125196) .. 

" ," 

.' ." 
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'Issue: Potential co~mct between ~edicaid,l115 w,aiver and reform policies. 1115', ' 
states have negotiated ' budgets. In 1995 and 1996 Medicaid re~orm~ these bqdgets 

. , were over .. ridden by the per Capita cap and PSH limits. However, the more 

Effect: 

" waivers that are approved, the more'difficult'it will be to pre-empt them, 
especially if the per capita cap is introd~¢ed oIily months after waiver approval, " 

The President's $54 billion in savings betwee~ 1997 and 2002 would be reduced, 
to about $,30 bill~on if waiver states'are excluded from the poliCies. Medicaid 
savings consistent with the'1995 and 1996 targets 'cannot be achieved ifwtuver 

, , states are excluded from the 'Pe.£,capita and nSf! limits. ' 

Background: The following states have'i:eceived 1115 waivers, or .. are likely to, receive th~:' 
~ '. . . 

I ' .... 
- State ___ .. , Federal Benelits '(5 m) , F'edthll DSH ($ m) Total ($ ni, 1994)' 

Arizona 1,052 (1.4%) . 70 (0.7%) I '1,122 (1.3%) 

Delaware ' " 136(0.2%) :; (0.0%) 139 {0.2%) , 

Florida 2,690' (3.7~) 156 (l.S%) 2!846 0.4%) 

Ha.waii 214 (0.3%) 15(0.1'%) '229 (0..3%) 
, ! 

illinois'" , 2,424 (3.3%) , , 150 0.4:%) 2,574 (3.1 %) 

Kentucky , , 1,253 (1.7%) 
" 

48 (0:5%)' 1,30. 1 (1.6%) 

, Louisiana * 2,108(2.9%) 975 '(9.3%) 3,083 (3.7%) 

Massachusetts , 1,911 (2.6%) 271 '(2.6%) 2,181 (2.6%) 

Minnesota 1,325 (1:8%) " 
' , 

24 (0..2%) 1,349 (1.6%) 

New York ... 9,483 (13.0%) 1,253 (12!0016) 1~.736 (12:9%) 

Ohio .' " . , 3~054 (4.2%) 
- I 

," 303 (2.9%) 3,351 (4.0016) 

Oklahoma 724 (1.0%) 17 (O.2~) 741 ,(0..9%)' " 

" 

Oregon , _ 675 (0.9%)' 13 (0..1%) , -688 (0..8%) -
Rhode Island 371-(0.5%) . ' 51 (0.5%) 422' (0.5%) 

Tennessee 1,722 (2.4%) 72 (0."1%) " 
1,794 (2.2%) 

" .. 
Yermont ' .t6o. (0.2%) 11 (0.1%) 171 (0.2%) 

Wisconsin ... 1,383 (1.7%) 7 '(0.1%1 -, 1,391 (1.5%) 

TOTAL 30,544 (41.0lYo) 3,437 (31.9%) 3~,!)81 (40.8%) 

,., Mayor may not be~;proved I treated as an 1115 state. Numbers may not sum to totals due to rounding . 

• 1,,, 
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,. . . . 

Methodology: To estimate the effect on per capita cap and DSH savings from excluding these. 
state, the folk'wing assumptions were made .. About 40% ofF~eratbenefitssp'ending and 49% . 
of person~yettr reCipients were removed from the base,line: The 40% of spending cOmes' from the . 
table above .. ~ro maintain the 1995 per capitasp,eriding by group'use4 in theCBO per capita cap . 
model, 40% of recipients were excluded as well: Note that this issunplistic;.smce the . .' 
distribution of spending andberieficiaries'in these states is not likely to equal the national '., 
average, their exclusion would change the per capi~ spending. However, this analysis 1s meant 
to givtran app.roximation,.not a precise estimate. This approa~ lowers the per capita cap savings 
from about $34 billion to$21biUiQn between 1997 - 2002. ' 

For DSH; it WiaS assumed 30% of the Fede~ DSH b~elineis exClud~, and that the limits set in. . 
l~gislationare,reviSed So tllatfue savings are the same Proportion relative to the revised baseline , 

': • . . .1',," . • 

8$, they werE~ without the 111 S .. state exclusion. This has the effect of redUCing DSH savings . 
from about $39 billion to apout S28billion between 1997·20(}2. Thepaolpayments were not . 

. ___ ._~.!!a~ed. __ .'. _",..' , . 

.' 

-' '.' 

. 1 
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. 
he may be, nwilling to limit elig!bilityll:formediCa.l. savings. ' 
a!=counta (MSAS)' 'under the Kassebat.;m/Kennedy health insul;."'ance 
reform bill to businesses with ,75 workers or less, instead of 100 
workers aaproposed ea~lier ,by congressicinal Republ~cans,., Lett 
also s,aid that staff and legis'latersllnot among the leadership"" 
,we~~ meeting yest;:erday, to'try-to work out an MSAoompromise that 
, is l1acceptable to Rep\J.blioans and, theWhi,te Iioust;. 11 However, ,if 
no deal is; :reached on MSAs, soon, Lott' said he may IImake another; 
at'tempt" t:oappoint Senate conferees to t~e House-Senate ' 
,negotiat.ic:ms, on the bill, ',However" he" sa~d~ "'I !llightcharige the 
numbers OI~ the mix around: II, ' 

, MIXING IT UP;' Lott told CONGRESS DAI'LY that GOP: leaders 
wilil/loo'x: at a mix ',that,t,sacceptable ll to D~moorats . ,In , 
'referring to the :ratioof Republican to'Democratio conferees', 
Lott said, II We , might, go ,wit,h ,,7-4, ',we migh~ go with 5'-3, we might " 
go with ,6-,4.", The 'cur:rent proposa,l,whic1)1 has,peenrejected'by , 
Democrats, 'reportedly includes seven Repu~lic;:ans and, four', ,', 
Democrats. A Senate ,Democl"atic source 'said 'tha,t Democrats', II will 
notapprovet:he appointment of con,ferees \>fho are predetermined ~o 
stack the outcome of the conference" in favor of MSAs (6/25'). 
, MSA COST;, The . Republican MSAproposal could co'et 'the _ 

,-av:erage American family-nt'\lore than 20 perdent of :its"annual" "', 
income if 'the fa.milY-needed costly medical: oare, II ,according to, a 
study relceH!lsed today by Consumers Union. According, to, Consumers 
union, f~m:llies could fac'e,out-of;.pocket. expenses ,as nigh as 
$7,500, or 23%' of the aV,erage American family income of $33,000. 

ADD I~r UP: Accordi'rigto Consumers Union", most'current ' 
health instlranc,e plans limit ,out-of-,pockef e~enses, with thei 
mediirm health: insurance deductible ,for an individual at $250 and 
$500 for af~mily in 1'995. ',However; Co'nsuroers'Union estimated ~, 
,that a 'family living in the Washington, DC, area expected' a child 

" ,would face an additional $5,500 in expenses for an uncomplicated, 
'~') birth befoJ:;e' their insurance kicked in under an MSA plan with a 

$2,000 employee contrib'ut:iqn and ~'a $7 i 500deduc,tible. In', ' 
,addition, the sa.me'.familycould be responsible for 30% of".the " 
cost of their care even after .,thedeductible,was' met, which WOUld, 
add an 'additional $.2 i 250 to their 'expense$.,· . :,", :' 

, PUTTING IT IN CONTEXT: Consumers Union Oirector of Health 
Policy, Analysis Gail, Shearer; said, '"Today, ! four 'out of five' 
consumers Who ge't their health care. f~oIT\' their employers, are 
protected a'gainst: 'never-ending h~alth care ~co~ts. Under the, 
proposal noiw being debated 'inCongrees, those who chooseI-1SAs 
would lack 'similar. guarantees. Whether your health need is "·for ' 
childbirth, diabet~s; p~ralysis or ,heart b}1')ass surgery, MSA,' . . ",oJ 
p~,ans would mean fl.nanc:l.al agony ,for the av;erage, family:" ,: M 0 (L.,..f d 
(release, ~26 ,#e4l,J+h \. ~ " ,&tIl. 4P' " f"" t.,,\,J ~ 
*2 CMEDI~A~~D/W~LFAR . . REPUBLICANS WILL NOT SEPARATE REFORMS " 

,RepuETa. eaders 'hav.e .decid~d to n stick to their original' 
decision Itarld' link proposalsfC?r Medic'aid and welfare reform 
together in: one piece of: legislation~WASHINGTON POST reports . 
JYang , 6/26). House Sp~ake:t' Newt G~ngrich.i(GA) said.yesterday" 
that Republicans would include ·the reforms in one package, noting 
that a'let te:r: frOID the Republican Governors: Association, (RGA) was 
lithe primary reason for proc,eeding .in this manner" (Faulkner and , 
Gray's HEALTH LEGISLATION,' 6/26 i~sue). In the let'ter, the . 
governors state, "There. is no question that I these two issues are 
iriextricab~y linked and cannot be separated 1 •• ,." Medicaid and . , , 

3 

.: " 
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, cash welf,are a:remut'uallY depencient, and, fa1,lure to, reform both 
will mean the failure to reform ,either, fI" 

'CAN'T HAVE ONE WITHOUT THE OTHER~ th~ letter states that 
II many families become dependent on welfa~e mainly because they 
need the' health ,care coverage.,provided by Medicaid .. At. t.he'same 
time, a barrier to'~eaving the, welfare rolls'is the prospect of 
losing Medicaid coverage.", In addition/the governors .'write that 
if .Medicaid reform is riot ,included in tne "plan n,ow, public 
pressure. to address this issue 'will ,fade,: and' an historic 
opportunity will be lost" ,{RGArelease, 6/25}.' . 

, ,'POSS~I:BLE CHA.tIlCE OF DIVORCE: ,However, HEALTH LEGISLATION 
reports that "speculat'ion continues as to whether the package , 
could be ~;epara,ted later." House. Majorfty Leader 'Richard Armey 
(TX) left the door open, saying, "I'm willing and still open to 
findingotlt the best way to get 'this, job done." However,' Seria~e, 
Budget Cotl~miteee Chair Pete Oomen:i.ei(NM) llquestioned" whether 
the divlde!d bills "would still be treated as a reconciliation . 
bill, and, therefore, 'enjoy expedited, procedure rules in the, 
Sena.te. 11 House Budget. Committee Chair John' Kasich (OR) 
"speculated" that should the reforms be split, the welfa.re bill 
would be treated as reconciliation'legislation l liihilethefuture 
of- the' Medicaid component, would, be. "U:~'f¢le~r. II ,The Senate Finance 
Committee is scheduled,to begin, marking up. the Medicaid/welfare, 
bill today (6/26 issue) . ' ' , ': .' 

HEAI.lTH .ALLOWANCE: The House Appropr~ation,s Committee passed 
a $SS.6billion spending, bill which would fund health, welfare l 

labor ar..ci,education programs for F¥ ' 97 by a 27 to 17 vote. 
yesterday .,The panel adopted an' amendment by 'Reps'. Jay Dickey 
and (R-AR) and Roger Wicker (R-MS)' on a 25.-20' vote that would 
continue the ban,on federal funq.ingfor,human embryo research. 
Dickey said that: human embryo .research is Ulethally',experimenting 
with a lifE~!I (POST, ,6/26) • WASHINGTON TIMES notes that .the " 
committee i'blocked an effort " by Rep. Nita. Lowey' (D-mn to 
"weaken" the ban lito allow some research on embryos created as a 
byproduct c)f in "litro fertilization. II. : . " , . 

RtJRAL k~ IMMIGRATION SPECIFICS: Under the bill, $2.6 
million w01,;Lldbe cut from the' Centers for Disease Control and 
:R'revention's (CDC) budget and shifted into, a rural health care 

. program des!igned to 'recruit physicians and nurses to 
II underserve-d If areas. TIMES notes 'that the'National Rifle 
ASsociation. backs the cut, Whieh,is,uequal:to the amount the CDC 

. spent 'last year· studying gunshot wounds. II. ,Dickey said that the 
CDC's research '''took the appro~ch that gun',ownership' , isa kind 
of disease.' II, 'The commi t.tee raj ected a provia ion, introduced by. 

, Rep. Esteba.n Torres (C'-CA) I which Would have softened 'the 
, language of spending restrictions ~or heal~h and .sOcial services' 
for the children of il'legal 1mn"igranes (Sar+ds, S/26)" 

FAMII.tY ~LANNING~ ,'The commiteee al'so rejected legislation' 
which would have required individualswieh .incomes over 150% .of 
the federal poverty level: to pay the Hfull amount. for any family 
planning se:rvicest.hey ootain. Noting that.: government funded 
family pl&nllingprograms.helped to ,prevent '500,000 abortions last 
year, Rep, Sohn Porter (R-IL) called ,the provision artdirect 

,attack" on t:he p.X'cgrams. "In~tead,the pariel adopted an amendment' 
which would require pers,ons 'wi1:h' incomes between 100% and ,250% of 
the poverty level co pay for the services·op.a sliding scale 
basis. " 

4 
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Doing More With Lass Money , 
Kenneth E. Thorpe, director of the Institute for 

Health Services Research at Tulane University Medi­
cal Center, suggested tbat states and' cities mUst de­
velop ways to care for growing nUmbers of the ullin- , 
sured ,without expecting any more Medicaid money.' 
, "Medicaid growth is over -- that's just the reality." be ' 
said. Despite the stalling: of congressional proposals for 
block grants, he contlnuE!d, "no.JlUl,tter who is el~ in 
November, my sense is ilot only that thiS debite\V1lbe 
revWted but tllat''6foci:grants \\1m pass:' 

Bacliing accelerationOf' ma~aged caFe enrollment, 
Tbot'pe suggested that while, ,TennCare providedles­
sons "about how to do IJliswrong," expedments in" ' 
Oregon and Arizona w'ere worth ' studying lor their 
effectiveness inreducinil the number of the uninsured. ' 

States and cities must learn "to act in the same role 
as any big purchaser," Thorpe said. "They carmot 
allow the managed C~tre organizations to set the rules: 
Public authorities must make sure the rules are set up 

, right and enforced:' ThE! result must be, a system that, , 
does not Just cut costs, but also Is "designed around 
satisfaction and quality," he said.O " , 

Acoreditation 

,",CAHO DEVeLOPS STANDARDS 
FOR LONG-TERM CARe PHARMACIES 
, CHICAGO-Tbe Joint Commission on Accreditation· 

, of Hea1thcare t>rganilzatlon51 announced June 19 the 
launclling ofa new accredItation program for longo' 
term care pharma.cies, 'w~th the initial' sUrveys. being 

. scheduled for this summer. " , .' " " 
The new standards ha'r"e been designed for pharma­

cies that provide dispens:in and consultation services 
to ' long-term care or' tions sucb as nursing 
homes. The standards :focUs on pharmacy services, 
provided. direCtly to the resident (such as assessment 
of the medications used, planning of drug treatment, 
and drug, therapy mOnitoring) and on those services 
prOvided to' the ol:'ganiza'tlon '(such as medication ,dis­
tribuUon, delivery of services, and staff education). ' .. 

Approximately 5,000 ,organizations In the country 
currently meet theeUglbility criteria for long-term 
care pbarmacy aC9redltaltion. Iu,dividual practitioners 
or consultant pharmaci~ts will not be accredited, ex­
cept as part of an organization that ls, or contracts 
with, a licensed pharmac~y" " . , , 
. Hc?spital' pbannacies and pbarmaoies owned and 
operated on-site by long-term care faclllUes only will 
be eligible under thlsprogram i1 tbey provide phar.· 

, tnaceutical services r.o p,atie'ilts in long:,term ,care fa­
cilities that are ,not P,ll"t of the same appliant 
organization. , 
, For more tnformatil>n, contact Darryl Rich, service 

integrator, Home Carea~ld Long Term Care Services,' 
JCAHO, at (708) 916-5752.CJ' , 

Public Health , , . . .,' 
MORE THAN 100 PUBLIC, PRIVATt5 GROUPS' .' 
TO WOR~ TOGETHER flOR COMMUNITY HEALTH. 
, Mote than 100 groups pledged, June 2{towork . 
tog~ther to develop long-:term solutions for ci>mmu.ni~ 

P.? 
, ' 

aNA's HEAl. TH CARE POLICY REPORT, 
I: c. .",' , • 

. ty health i!Dpr,ovement and to create an Action Agen-
, da,accordmg ,~, the American Hospital Association. ' 

The groups mcluded national' associations such as 
. the AHA, the Association of American Medical Col-

, .leges, and the American Public Health Association,' 
· and public agencies led by the federal Centers for 
., . Disease Control' and Prevention. They signed the dec-

laration at a meeting called "Leadership Action Fo-
" rum II: Building Bridges Between Public and Private , 

Sectors for Co~munity Health Improvement" held in 
· Arlington, Va. I· • , " . 

Tbe Action Agenda declaration, according to the ' 
AHA press re1:ease, ~as a~ed at helping cOll)munlties 
deal better wlth thelr prIority health issues, and pro­
m~~ng a broader definition of health ~ncludingsoclal, 
SPlrltual, physical, and mental,dimenslons of wellness. 
,The ,document ~tated the groups will .promote "com-

< mun~~y ownetl.hlp of the, health improveIl.1ent process" 
and llteracy, education, and economic development 
as strategies to ~mprove h~a1th,". '. .•. ' 

, Dlck.Davidson, AHA president, said' at the meeting 
th~t ~~e private and public sectorS must, align their' 
prIorIties ,with each other and communities they serve 
to create a healthier environment., ' 

Other groupsslgning the declaration Included the 
American Lung Association, National Association of 
Publlc Hospitals and Health Systems, National Civic 

,~ague, the National Association of Local Boards of 
, .. J:[ealth" the Joint Commission on Accreditation of 
Healtbcare Organizations. and the Midwest BUsiness 
Group on Health.O . . '. 

Provider Licensure 
,PHYSICIAN' CREDE~TIALS DATA BANK 

MAY Be 'UP AND RUNNING' JAN. 1997 
, The Federation of State, Medical Boards intends to 
h~V~, a physician ~redentia1s datab~nk "up and "run- ' 
nmg by January 1997, Leroy B. Buckler, a federation 
director, said June 20. ' 

Tbe ''Federation Credentials Verification' Service" 
would serve as a Itrepository of verified credentials," 
Bueklertold a District of Colwnbia Bar Health Law 
section proaram :on legal aspects of telemedlcine. 

, ,. "We hope. all states wHl suprrdt data, which ~ill 
.thenbe verified, by federation personnel/' he said 
-noting that the American Medical Association tried ~ 
advance 8., similar project but relied too heavily on 
physicians .verifying their own credentials. 

,Any entity that must credential physicians could use 
tbe da~ bank. saying I:u'ge amounts of ,time and 

· Dloney 11lvolvedwlth p,nmary' verification of pbysi-
cians' credentials,' lie said. ".' , ' 
, The proposed data bank, also could ease the way for 
st~te adOPt!, oll~f !the federation'.s IIModel Ac~ to ~gu­
late the Practice of' Telemedieine or: Medicine by 
Other Means Across State Lines,'" he said., ' " , 
, The model act,' approved last October, would allow ' 
,~ physicial1 holding a valid unrestricted license in one ' 
state to expedientfy reoeive a medical license limited 
to the practice of medicine across state lines in other 
states. i , 

,Presently. physi~ian13 who practice medicine across " 
state' lines without being located physically' in the 
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