
o 
<DPENDING MEDICAID WAIVERS 
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N 
CD 
"­
<D ' 
C1I 

Would impose managed care and expand Problems with lack of choice of plans 11/95 
and competitive bidding. , Medicaid eligibility for children and young 

adolescents to 133%, of poverty level. 

Would impose managed care and offer This is a 111915b" waiver. By statute, end of 12/95 

Alabama 

California 

·I.i;·~> 

.... 
CD 

.... 
o 

Cj 

beneficiaries a choice of a public or private 1915b waivers are deemed approved 
HMO. However, public institutions are very after 180:'days unless HHS denies them. 
concerned that the capitation rate will be so low ' (Most waivers are 1115 demonstration 
that they will not be able to compete with the waivers, which HHS tries to act on in 
private sector, and that the state has allOwed the 120 days under executive order.) HHS 
private sector'an advantage in enrolling Medicaid has much less ability to control the 
clients. approval process for 1915b waivers. 

Florida Governor Chiles submitted amendments to a None, except timing. State officials 

Proposal to 

1/96 
waiver granted in 1994. The state legislatUre has have asked that the new waiver be 
so far refused to implement his plan, and these approved within a few weeks, and mIS 
changes are intended to make implementation will'tty to accommodate them. 
possible on a smaller scale. Original plan would 
have used managed competition to allow 1.1 
million: uninsured access to'a limited Medicaid 
benefits package.' 

Georgia behavioral health services. None identified yet~ 1/96 

Kentucky State haS asked for revisions to a waiver granted Issue of lack of choice of health plans 10/95 
in 1993" after legislature rebuffed original plan to has held up approval. Yesterd3y HHS 
expand Medicaid eligibility. New plan would made offer to state and is waiting to hear 
impose managed care using Sregional back from them. 
partnerships. 

Missouri Would impose_managed~care~and~expand-.-,-_,-- --I~,RrOblemS-~ith-the-s~ate's-~~~of-provideT-I~7195 
coverage., , . ~.", taxes and disproportionate sliare funds. 

~ 
o 
o 
N 
"­o 
o 
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COlllinois Would impose managed care. Public providers Dlinois owes providers $1.5 billion in 11/95 til 

such as community health centers are very back payments. HHS has asked that this 
....concerned about the waiver, but Cook County issue be addressed as part of the waiver. CD 

....Hospital made a deal with the state for special The state has not responded, and is no .... 
financial orotectiol 

Kansas Would test non~mpetitive managed Care model . State would not competitively bid 7/95 tI 
in rural and small wban counties; and expand managed care contracts. State has 
eligibility for children. agreed to offer a choice of 

New Would expand eligibility and establish pilots to None. 10195 

Hampshire 
 health care delivery system. 

1115: 7/95' 
1115 demonstration waiver and a 1915b "freedom tation timetable, but it remains a very 

New York New York has submitted 2 similar waivers: an The state delayed'its original implemen­
1915b: end of 

of choice" waiver. Both would rapidly enroll aggressive attempt to change the hCalth 10/95 
most clients in managed care, and have raised care delivery system in a short time. 
tremendous ~cems for public institutions, HHS has less discretion on the 1915b 
unions, and advocates. waiver. 

------·Iu UJclahO~__.-I-WO.u~~-develop-managed-care-in-rural-·3!~;--· --- --rBudgetuneutrality iSSll~;>;_-.-' I5/95 -"I 
Texas Would managed care. None identified yet. 1.196 

Utah Would impose managed care, expand eligibility, Eligibility streamlining may cause some I 11/95 

and create a state-subsidized health insurance to lose benefits; charging premiums to 


for small employers. those at 75% of poverty level too strict. 


I.Ds Angeles Details of waiver must still be worked out, SEIU very disappointed that HHS did I NA 

County including county agreement on the specifics of not require the county to negotiate with 


streamlining and state cooperation. unions during transition. 
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SEP 22 1995 


THE WHITE HOUSE 
I 

lASHINGTON 

! 

22 September 1995 

MEMORANDUM FOR 	 THE VICE PRESIDENT 
LEON PANETTA! 
CAROL RASCO I . 

FROM: 	 HAROLD ICKES~Yc(''( 
. 	 I 

SUBJECT: 	 LABOR PROTECTION IN THE MEDICAID WAIVER PROCESS 

Attached is a self-exp]anatory memorandum to the President 
from me. It describes 

-
three

I 
options laid out'by the Department

I
of Health and Human.service~ for addressing the concerns of 
unions in the Medicaid waiv~r process. Also attached is a 
memorandum to me from Jennifer O'Connor summarizing the HHS 
memorandum and explaining the preferences of 'Secretaries Reich' 
and Shalala on this issue. Also attached is a memorandum from 
Carol Rasco addressing thes~ issues .• 

Finally, attached is a ~hart from HHS which describes all 
approved and pending Medicaid waiver requests, along with' 
expected dates for pending dbcisions. 

The President, has reque~ted a meeting regarding these 
issues. I believe it will take place next week. 



THE WHITE HOUSE 

WASHINGTON 

September 11, 1995 

~I ~. &... 

;~ rJ;~~

CC: 	 LEON PANETTA 

, CAROL RASCO 
 /')H~- '"' .4S 

FROM: Harold Iclres® . ~~'t&.~ • ~ 
SUBJEcr: Medi~d waivers and worker PIO~ 'Y '% 
On 11 August 1995, you met with Gerald McEntee, International President· of American 

Federation of State, County, and Muni¥pal Employees, AFL-CIO -("AFSCME") on a 

number of issues including one that he is very concerned about -- the adverse affect on 

employees of medicaid waivers being gbmted by the Administration. The short of his brief 

was that medicaid waivers should not bb approved by the Administration absent their 

containing adequate protection for currJnt employees. .', . 


I 
Both Mr. McEntee and John Sweeney, :Intemational President of Service Employees 
International Union, AFL-CIO ("SEIUj), have met several times jointly with Secretary 
Shalala, Secretary Reich, and others, as well as myself, to discuss this issue. The 
membership of both, unions, which are ktaunch supporters of this Administration, have a 

I 	 ­
large number of healthcare workers. A~ my request, HHS and Labor have discussed a 

number of alternative solutions to this situation and have prepared a draft memorandum with 


I 

4 alternatives, the frrst of one is do nothing more than is being done now. Attached is a self-
explanatory 16 August 1995 memorandhm to me from Jennifer-O'Connor regarding 

, "medicaid waivers and worker protectidns" and a 7 page draft memorandum discussing the 
problem and describing 4 options. Also Iattached is a'l page memorandum to me dated 7 
September 1995 from Carol Rasco detailing her thoughts on the situation. 

This has'long been a festering pro~lem Lith both of the unions and as things stand is not 
likely to go away. ' ' 

Let's discuss at your convenience. 

" 

\. 
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" August 16, 1995 

MEMORANDUM FOR HAROLD IICKES 
i 

FROM: JENNIFER d'CONNOR ~ 
L 

I 
SUBJECT: MEDICAID WAIVERS AND WORKER· PROTECTIONS 

Attached is a memorandum from th~ Department of Health and Human Services, produced 
with input from the Department of Labor, which addresses options for changing the current 
Medicaid waiver approval process $ that worker protection issues are taken into account It 
describes four op.tions for addressin~ the effects of Medicaid waivers on health care 
employees: 1) do nothing; 2) strorlgly encourage states during the waiver process to 
implement budget neutral transition;il assistance; 3) require states to show that employees are 
included in the waiver planning process and to show how the reforms will affect the hospital 
workforce, and/or to show how the~ will address those effects; 4) develop a transition 
assistance program by either requiring states to assist employees or by furnishing federal 
funds to assist employees. . I . . 

The me~orandum discusses the prol and cons of each option. Secretary Shalala prefers 
option 2 and the pros and cons to iliat section explain her preference. 

Secretary Reich prefers option '3, jCh he thinks should be even stronger than currently 
worded in the attached inemorand~. He reco~mends requiring states to: 1) show employees 
were included in the waiver planning process, 2) show how reforms will affect employees and 
3} show how they will address those' effects. He comments that option 4 costs money, which 

I 

AFSCME has not asked for~ and option 2 will not satisfy AFSCME. and will be perceived to 
be a decision to do nothing.\ He also thinks the argument that option 3 represents a breaking .' 
of the President's 1993 commitment to the National Governor's Association (NGA) is flawed 

I 

because the 1993 NGA was an entirely different group of governors, most of whom were' 
Democrats; the Secretary comments that the political landscape is so changed that we can 
legitimately change our policy. 



Introduction 

Ongoing efforts by private sector payers to control health care costs have led to large-scale 
dislocations in the employment of h~alth care workers. These painful effects in the labor 
market may be exacerbated by current and potential federal government actions, including 

I , 

Medicaid waivers granted to states implementing aggressive managed care'programs and 
probable congressional budget'cuts to the Medicare and Medicaid programs. In combina­
tion, these private and public sectorIactions may dislocate hundreds of thousands of health 
'care workers by the end of the decade, especially in hospitals. 

Traditionally, when the federal gove~nment/s actions hav~ been expected to cause 
dislocations even of relatively small groups of workers, labor protection provisions have 
been implemented to assist dislocated workers. In at least 27 different federal statutes 
various types of assistance intended to alleviate adverse employment effects caused b; 
direct federal action or by other cau~es have been enacted. Industries in which workers 
have .received such protections hav~ included railroads, airline's, public transit, mining, 
communications, and mental health. I Recently, the President proposed s.imilar ~teps for· 
26,OOO-36,OOOworkers affected bYithe terms of the Forest Summit. In fact, notable by 
its absence is the broad health care sector which has one of every twelve jobs in' the 
United States. . I' ". 

, Indeed, the Health Security Act (HSt) proposed significant labor protections to redress the 
effects on workers that would have resulted had the HSA been enacted. Yet, with the 
failure of Congress to enact the HSA, the federal government has not provid~d meaningful 
protections for health care workers ~ho will lose their jobs in the coming months and 
years. . 

Issues 
... " 

During negotiations with states seeking Medicaid demonstration waivers, are there any 
steps the Department of Health and Human Services should take to address these trends? 
Should statutory authority be sought!for health workforce protections?

" i 

Background 

Reducing cost, growth is generally one of the major goals of states pursuing Medicaid 
demonstration waiversl. A principle ~echnique is to require managed care enrollment 
(e.g., HMOs) by current Medicaid beneficiaries and others brought into the program 
through expanded Medicaid eligibility \(typically low-income and indigent persons). Private 
HMOs that contract with the state to! enroll and manage care for these beneficiaries lower 
their costs by reducing their use of high-cost health services, and by substituting 

1. States use two types of waiver,s to enroll Medicaid beneficiaries in mandatory managed care programs. Under Section 
1115 of the Social Security Act, the Department h~s broad authority to permit States to implement'demonstration projects 
to test variations to Medicaid policies. including enrblling people into managed care as long as the change is 'consistent with 
the purposes of the Social Security Act.' Second. ~nder Section 1915(bl. States may require Medicaid recipients to enroll in 
mandatory managed care prog~ams if the programs Imeet statutorily established criteria for quality. access and cost· 
containment. To date. although most public attention has been focussed on 1115 waivers. most of the expansion of 
Medicaid managed care has been achieved through !1915(bl waivers. The Administration has supported automatic approval 
of 1915(b) waivers, 
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preventive and primary care services~ And they steer these public enrollees to contracting 
providers the HMOs believe will hel~ achieve these reductions.. This pattern mirrors what 
private emplo.yers hire HMOs to actomplish. Hospital inpatient and outpatient costs 
account for about 35-40% of Medibaid costs, making them an obvious target for HMO 
cost-cutting. 

Hospitals compete for HMO contracts substantially on the basis of costs. To position 
. themselves to compete, hospitals are seeking increased productivity .and efficiency by, 
. among other steps, cutting labor c~sts (estimated at 60.% of hospital costs): they do this 

by removing and consolidating staffing layers; reducing numbers of semi-skilled and . 
unskilled workers and substituting ~ smaller number of skilled persons who can be cross­
trained for several jobs; automating!; and switching ~o more part-time and as-needed 
staffing arrangements. The restructuring of the health care delivery system may result in 

. I 

the elimination, nationally, of 500,000 hospital jobs (many in urban areas) by the end of 
the decade; some congressional pr6posals for cutting Medicaid and Medicare could 
accelerate this dislocation. An estiinated 80 percent of the most vulnerable jobs are held 
by women, and 20 percent are held by African~Americans.· . . 

I 
Public hospitals, and nonprofit hospitals which serve similar roles in their communities, are 
in an especially poor position to sedure managed care contracts. In 'general, private HMOs 
do not find these publicly-oriented hospitals to be highly desirable business partners . 
because: 

their physical plants are often outdated, deteriorating, and located in areas that are 
I 

undesirable to and at some distance from the .HMO's private sector enrollees; 

the community continues· to :expect the hospitals to perform other public missions 
(e.g., care for violent trauma, the homeless, the mentally ill/substance abusers, 
illegal aliens, and people remaining uninsured) for which they are generally 
underpaid (hence, requiring dross subsidies); 

their historic mission as advJcates for the poor may ·make them undependable 
agents for reducing costs by reducing utilization of inpatient, diagnostic and 
specialty clinic services; 

their resources are ofteninsl;lfficient to finance changes necessary to enhance 
efficiency, overcome physical deterioration, and update technological capacity; and 

any plan to change theseinslitutions is likely to invol~e local government and the 
public, and, there.fore, is apt Ito be contentious and take a long time for approval. 

Representatives of the American Federation of State, County and Municipal Employees 
. (AFSME) and the Service Employees' International Union (SEIU) are raising deep concerns 
to top officials in DOL, HHS and th~ White House about the effect of Medicaid 
demonstrations upon their members

l
, .In particular, they are congerned that rapid 

enrollment of Medicaid recipients (and other indigent persons) in mandatory managed care 
programs, and the redirection ofpu~lic funds away from hospitals and into capitation 
payments to HMOs, will undermine ~he financial viability of certain "safety net" inner city 
providers (particularly public, although including many non-profit hospitals) which rely 
heavily upon Medicaid reimbursemeht and other puplic funding . 

. -2­
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Since the beginning of the Administration, in response to governors' longstanding 
criticisms of the slow pace and inflJxibility of HHS's waiver review process, HHS has 
implemented a streamlined review ~rocess and has committed itself to according the states 
broad design flexibility, policies reinforced publicly on numerous occasions by the 
President. (In 1994, guidelines reflecting these policies - and expanded state public notice 
requirements - were published in tHe Federal Register.) Governors of both parties are 
likely to react negatively to any Adrhinistration change in policy which would reduce state 
flexibility and, in their view, further tnicro-manage state affairs, by requiring that special 
consideration be given in demonstr~tions to these ..essential community providers" or, . 
more directly, to the employees of t~ose institutions. 

Discussion 

Public and public service-oriented non-profit hospital~ lie at the intersection of two 
important concerns: ( 1) the jobs of their employees and (2) the access ,of low-income 

I 	 • 

people to needed health services. Historically, these institutions have provided inpatient 
and clinic services in areas which other institutions and individual providers have chosen to 
avoid, have often provided .services Iwhich other facilities have considered insufficiently 
profitable, and have provided costlYlservic~s to people who could not pay. Indeed, other 
facilities often transfer patients to these public and nonprofit hospitals. 

Furthermore, these 'in~titutions will 60ntinue to pla~ an important role even as the health 
system is reshaped by states' manabed care demonstration programs: .

! . 	 . 

o 	 Substantial numbers of poor persons are likely to remain ineligible for even 
expanded state Medicaid programs; some clients will cycle in and out of eligibility; 
some needed services will ndt be covered by the managed care plans; and some 
HMOs' providers will not be ~ithin acceptable access. The result will be a 
continuing indigent health care burden. But with reduced loads of paying patients 
and probable caps on or absolute reductions in disproportionate share (DSH) 
payments, the resources available to public hospitals will be even more limited than 
in the current climate. I . . 

o 	 The number of care-managin~ physicians and primary care providers may prove 
inadequate to successfully implement state managed care programs. During the 
time period in which primary care capacity is developed, public hospitals and their 
Qutpatient clinics offer important "safety valve" access. 

., I 	 .. 
o 	 The success of states' managed care efforts is not assured. If, for example, public 

revenues do not grow enougmto sustain a capitation rate sufficiently high to attract 
private HMO and provider pahicipation, and tme program is pared back in eligibility 
or covered benefits, a public sector fail-safe mechanism will be important.

I 	 . . 
These considerations suggest tmat the federal government may have a continuing strong 
interest in how, in the context of th~ir Medicaid demonstrations, states propose to take 
account of the special needs and cohtributions of institutions that have been serving large 
numbers of public beneficiaries. 
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Preserving these institutions may also assist in the protection and transition of many of 

their workers who would be at particular risk of harm from changes in the health care 

market. In the long run, -however, ~hile workforce reductions can be ameliorated or 

delayed, jobs will certainiy be lost in hospitals, and possibly even -more broadly across the 

health care sector. 


In considering alternatives for addressing the effects of Medicaid waivers on "safety net" 
. providers and/or their employees, the federal government confronts a broad spectrum of 
options. At one end, H HS could cdntinue permitting States broad flexibility which allow 
them to choose whether to stand a~ide from shake-outs in the hospital sector caused by 
the Medicaid demonstration, and take no special steps with respect to these hospital 
providers or their workers. At the 6ther end, HHS could require states to address directly 
the workforce effects of their waivers by developing and funding -retraining programs for 
displaced workers, and/or statutoryl authority could be sought for any of a range of 
measures related to income mainte~ance, job training, or employer-based protections. 
BetWeen these poles lie a range of Federal, State and employer measuces to address the 

I 	 '. .. 

transitional needs of public service institutions and their health care workers•. 

Option 1: 	 Leave unchanged the current breadth of state Medicaid demonstration 
flexibility and current HHS waiver review practice of leaving health service 
system redesign (and treatment of public-oriented hospitals) to state initiative 
within the broad requirement of "adequate« access. 

. 	 I . ­
Pros: 0 	 Consistent with commitment to maximum state flexibility..' I -	 . 

o 	 Keeps the federal government out of state provider payment negotiations, 
and relationships bet*,een state and local governments. 

o 	 Puts maximum pressJre ~n the PUbl~C hospitals to enter a frank reappraisal of 
their needs to reform) and enter an open dialogue with the state on this 
matter. 

Cons: 0 	 Can result in precipitous and wrenching fiscal adjustments to public hospitals 
as their funds and th~ir traditional clients are abruptly rechanneled to 
managed care providers. 

o 	 Provides no relief to Jt-risk public hospital work~rs. 
I 

o 	 May mean the federa~ government will be drawn into participating publicly to . 
"bailout safety net public hospitals after the waiver has begun (e.g., recent 
dispute overTenness~e's payments to the public hospital in Memphis). 

I 

Option 2: Call each waiver-requesting state's attention to the special circumstances of 
I 	 . 

. public hospitals and public beneficiary:-serving non-profit hospitals, and 
strongly encourage st1ates to implement some form of budget neutral 
transitional assistanc~ for safety net providers. 
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In pre-submission consultations ,!"it~ states, a stage at which states are customarily 
seeking reactions and alternatives, HHS could signal to states its interest in safety net 

. providers during waiver negotiations, with the goal of securing protections. Examples 
could include extra state payments I(e.g., from special funding pools) for safety net 
hospitals during a transitional period; assistance to safety net providers in becoming HMO 
contract providers; where states as~ign beneficiaries who fail to select a managed care 
plan, inclusion of safety net provide~s among assignment entities; and enhanced' payments 

, 	 I 

for safety net providers that serve members of managed care plans. 	 . 

Pros: 0 
\ 

Eases transition pressure on beneficiary access in under-served areas. 

o 
I . . 

May indirectly assist the workers of these institutions. 

o 	 provides an opportunil for public' hospitals to arrange an orderly transforma­
tion of missions and pbrfor~ance.-'. . - • 

o 	 Emphasizes that federial interest is in delivery system integrity, ~enefiCiary
1 

access and OrderlYChinge. _ '. . __ 

o 	 Consistent with HCFAis recent waiver-related negotiations with states (e.g., 
Massachusetts, Illinois, Tennessee) over public hospitals. 

o 	 Consistent with Admi~istration's position in Health. Security Act. 

Cons: 0 May be seen and char?cterized as a breach of HHS's commitment to greater 
. state flexibility in Medicaid demonstrations. 

I 
o 	 Eases pressures on public hospitals to move vigorously in reforming their 

missions and perlormahce; delays can result in continued inefficiencies and 
unnecessary costs. \. _ 

o 	 Could meet with Congressional resistance. 
1 	 - • 

o 	 Will not provide eXPlici~ response to concerns of at-risk workers.
I . . 

Option 3: 	 As part of the waiver negotiation process, HHS could require that states 
show that hospital em~loyees were included in demonstration planning 
discussions, describe how the reforms can be expected to affect the hospital 
workforce, and/or disc~ss how states intend to take account of those 
affects. 

• 	 i 

Examples of steps that States might take could include inclusion of employees on waiver 
planning and advisory councils; analy'sis in the proposal of expected workforce impact 
data; explicit inclusion of health syst~m worker complaints and questions in "hotline" 
analyses; and inclusion of workers on post-implementation quality review and feedback­
and-correction work groups. 
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--Pros: 	 0 Responds specificallYj to at-risk workers' interests. 
. . I 

o . Could require no addirtional federal costs by defining any related costs as 
• falling 	within waiver budget neutrality requirements. 

o 	 ) Would be consistent ~ith the Secretary's March, letter to the Governor of 
New York reflecting concerns about public providers and their workforces. 

. 1 	 " . 

o Would provide workers and their represent,atives with a seat at the table 
from which to seek s~bstantive waiver protections•. 

'. I 
o 	 Would not be an unfunded mandate. 

. I 
Cons: 0 Will be seen by states as: 

a serious breabh of HHS's commitment 'to greater state flexibility in 
waiver reformldeSign; . . '.' "'. : 

raising issues outside the scope of the Medicaid program. 
I 	 . 

requiring their intervention in labor-management relationships between 
local governm~nts and workers. . 

o 	 Will be interpreted as federal micro-mcmagement. 

o Could open the door to other entities (e.g., medical schools, specialized 
r • 

hospitals, specialist physicians) lobbying for protections. 

o 	 Would likely meet co~greSSiOnal resistance. 

Option 4: Develop a program of assistance for these dislocated hospital workers. 

4A: 	 Explicitly require that states provide for assistance.. For example, states 
might impose requirerhents on the hospitals including advance notice of" 

I 	 . 

layoff, preferential call-back, and retention of seniority and fringe benefits. . 
Alternatively, states rl,ight be required to directly finance worker assistance 
programs. 

Pros: 0 Responds directly to Torkers' needs under broad-scale reforms. 

Cons: 

o 

0 

Could keep retraining costs outside of the waiver budget neutrality limits 
r • 

(thus not diminishing funds available for beneficiary services). 

Same as Option 3; PIJs, without fe,~::t~ral financing, will be ch~racterized as 
an unfunded federal mandate. ' .. 

-6­



--48: Directly furnish federal assistance to dislocated hospital workers. Steps 
which might be takenlby the Federal Government could include obtail1ing 
,statutory ~u~hority fo~ sp.e~ial un~mploym7nt insurance c?mpensation, . 
Worker training and re[tralnlng assistance, Job search and Income guarantees. 

Pros: 0 Responds directly to unions' proposals. 

I 
o· Can be undertaken in bombination with other options. 

o . With' federal finanCingl, avoids "unfunded n\andates" objections. 
I .. 

Cons: 0 Same as Option 3, plus would necessitate either finding offsetting budgetary 
savings or justifying added costs. . 

o Could be difficult to rJstrict t~ workers from' hospitals serving large numbers 
of public beneficiaries 
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THE WHITE HOUSE 

WASHINGTON 

september 7, 1995 
i 

MEMORANDUM FOR HAROLD ICKES 

.FROM: CAROL H. RJJsco (.,~
I 

DIANA FORTUNA· 

Subject: Medicaid wJivers and Worker Protections· 

I. Jennifer's Memo to HJrold .­
As to paragraph three where Sec. Reich's argument is stated about 
a changed NGA: that won't ihold water with the governors. NGA 
works in a way such that tihe governors who were the lead 
negotiators 'on this agreentent in 1.993 are still in ,NGA, are now 
the. leadership from both ~olitical parties. I can't stress 
enough how important this factor is. 

II. HHS/LABOR Memo 

In general: Option two is the option'that most clearly respects 

the agreements negotiated Iwith the governors at the direction of 

the President. Option th1ee opens the door to all kinds of 

groups that will want to oe included in the mandate to be shown 

as included in the waiver Idevelopmentprocess which will lead to 

excessive {as perceived b~ the states) regulation of the waiver 

process which in itself is. supposed to be a relief from 

regulation. . 


In the introduction and bJckground sections, the memo does not 

always present both sides of the argument. On page 2 of the . 

memo, the list of reasons Iwhy hospit·als serving poor people are 

not attractive to 'HMOs does not mention the fact that these 

hospitals do have some ad~lantages that often make them essential 

partners for HMOs coming in to seek Medicaid business. This is 

because they are often thel only hospitals in these neighborhoods 

and the populations are adcustomed to getting health care there. 


Last paragraph on. page 2, i5th line: It is not clear what the 
phrase "and other indigent! persons" means. The \lninsured are not 
being enrolled in managed icare. 

First bullet on page 3: J1ePlace "are'likely to" with "will";. 

Medicaid will not cover all the medically indigent. 


. dd h· I d .. . dOn page 4, a to t e "pros" un er Opt10n 1: HCFA can an 
already does to some exterit address the concerns of essential 
community provider hospita.ls in its waiver review process, 
through its emphasis on a~suring access and quality. 

Also, the cons should pOiJt out that the Governors would object 
to the argument that they Iwould not consider these issues on 
their own (although the unions would respond that many Republican 
Governors really don't ca~e about their workers) . 

http:hospita.ls
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MEDICAID SECI10N IUS DEMONSTRATION ACTIVITY 
STATEWIDE HEALnJ REFORM PROJECfS 

In AD States 
Septelllller I, 1995 

Alabama submi1lcd an IllS demonstration waiver proposal cutided, 
(Under Rmew) 
ALABAMA 

"Bay(Bettcr Access for You) Health PIan." on July 10, 1995. The 
five year demoMtntion project wiIJ enroll cW"lCllt Medicaid 
beneficiaries in10 managed care, expand olisibility for children ages 
6-18 from 100 to 133% ofFPL.expand digibility forYOUIlS 
.dol.es:ents liom 16 to 133% ofFPL, and offer enhanced family 
pIannins benefits up to 24 months to low income 'WOmen. The 
Stair: will initially implement tho dcmoostndion in Mobile County 

COWllies. 
<fJ 
i-Ll 

<fJ 
:;:) 

ARIZONA ArizIlaa bas a IooS standing s1atew:idc Medicaid IIIBIIagCId care<fJ 
~ (Approved! program. "The Arizona Health Care Cost Containment System... 
~ 

ImplemeDRd) 	 The Arizona program 9CI'VCS 410,000 beneficiaries in acute care and 
20,000 beneficiaries in long tcnn care. The initial prost1U1I WIllI 

in1p1mnontcd. in 1982. 

,., 
o 
N 
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o 
CI) 

::0 

N 
o 
C'\l 

~ 
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C'\l 

C'\l 
.-! CALIFORNIA. Tho SIalic is pur.ruins an IllS demollSlratioo to incn:aac ICCCSB to 

balds ~ IICIl'Wicr:a Ibmush lito U8C ufD1InI8Od _ plans. 
m 
C) 

"­
tn 
.-! 
"­
CI) 

o 
ct-......anba- I, 199'· Statewide Health Jtefoma 

On 813, tho State, Department and HCFA met to dillCuss the Stale', 
waiver request. Among tho iasuca dillCLlSllCCl were ra:ipicnt choice, 
campetitivc bidding, rdalionship ofPrimc Health, and budget 
neutrality; A major issues Ic:Ucr is cxpc:clc:d to be acnt to lbc State 
shortly. 

Io late JUIIC, • major issuca letter n:prding Arizona'8 proposal to 
expand ctisibility to 100-.... ofFPL was sent to tho State. 

On June 27. Mabel Cben (dtc: Arizona Mcdlcai.d Director) RlCCived 
two aip::d award IcltmI: OIlupproviDgArizcma'I13th Year 
ContinUlition Appl.icalion.. new LTC w.uver, and au incrcuc in 
tbc limit 00 homo and eommunity-buc:d services, and the: other 
.ppioviog Iheir request for waiw:n toMimp1ify eli8ibllity and to 
provide catcndcd filmiIy pIanni.os acrviccs. 

On Juoc 28, HCFA ORO staffmeet widt Mabel Chen to discuss. 
number ofproposals. 

On July 1()"'12, a sile visit was conducted to investigate clisibility, 
plan enrollment, and plan reimbursement conc:cml raised by 8 

fOrmCl' 8SIIIOG)' employee: A careful examination ofm:orda and 
Office "'dR"~I...I 

On Au8usa 9, LA County aubrnitted • revised draft pruposaI. Tbc 
proposal is under R:vir:w by the llI:putmcnt.. 

TcolatiycJy. • mcctjOB is scheduled for the wock ofScotember S. 

Proposal n:cc:iml 
7II019S. 

Slate Presentation 8I3I9S. 

A",t. <.~ j)o...teJ. 
I)e. Co.; ~; 0 t'< \ 

'J,,,,vl.\.W'y 11f(. 

13dt Year Continuation 
Application approved 
6/27195. 
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Hawaii's Hca.lthQucst provides seamless coverage foc th09C on 
public programs, lIS wdlllll the cum:ndy uninsural. Through 
Medicaid expansions (300-11 FPL, elimination ofcatepcal and 
IIS9Ct fc:sti) and a maniiiQI care dclively BY*m. tho State expects to 
CXJIIUld acc:csa and control COi!ItlI. 

None 

IlDinois acetion 1115 demoostndion program, "McdiPIIn Plus." 

:=gi~:~~~~:=:-';:~=USOOf-
managed care. Dtinoia IICCb to develop • mailagcd care delivay 
&y.ItCm IIllins a sc:rica ofnetwom. either local Of statewide, to IaiIor 
illl Mc:dicaid delivery system to tho needs oflOCld urban 
neighborhoods or large rural areas. Cummt Medicaid beneficiaries 
'Will be otrercd • cboicc of ~delivery options, incIudins 
traditional HMOs, fDIUUI8Cid care community nctworka, provider 
gatekcc:pcrs, and Fcdr:raDy QuaIillcd Health CCnkft and Rural 

None 

Community Care ofK.an1l8ll, has goals of fOIrterins the development 
ofRl8nIIgCd can: in rund lind 8li'liiii urban communities, pR8CI'Ving 
and cnbancinS choice, and impmving health outcomes by aasurioB • 
continuum ofcare. The demonstration, to be implemented in ORO 

predominantly urbanIsuburban county, and throe pn:dominandy 
runJ counties, plMS 10 test the SUCCCS8 of8 non-compctitiyo 
managed care model in rurallRlUl. The dcrrionstration would enroll 
cum:nt eligible in lhC AFDC and AFDC-relatcd categories, and 
would cxpaod clisibility to children 118e8 five and under who IollC 
eligibility under these catqp,rica and whose family incOme does not 

Enrollment lIS ofJUDe 1.1995 was 150,000. (OriJJioally, 
enrollment wu projected to be 110.000.) 

On June 30,1995, we approYOd the first continualic.ii ofthe 
QUEST proSJUL .. 

Thc State is de¥dopins 8 proposal to include the: aged. blind, and 
disabled population under QUEST, and iDcorpora.tI: IonS tI:nn CIR. 

WO Ixpcct to reeciYO the JIfOIIOSIlI in late: 1995. 

We arc cum:ady nqpiatins budget ncull'llity IOd lenni and 
conditionS with the Slate. Issues on budget neutrality, bact 
paymcoll,anddCfaUlt IS8ignmcati1cclifto IX: n:aoMdc-.---, 

On May t S, HCFA IICIIt the State a Idtc:r which raised strons 
ooncems aboutlbe proposed usc of. sole sowa IIWJII8CCI can: 
eonlnlcl to 8r:r\lC all bc:neficiaric:s in the demonstration. In Jwu:, 
HCFA. the state, and eCI( (the prepaid hcaJ.th plan that wold be the 
sole source contract under tho demonstration) had two con.fr:reooe 
calls to diacUSl the: major issuca: competitive bidding for rnaD88ed 
CIR contnlclll and beneficiary c:boicc. On Aupllt 3, HCFA acnt 8 

letter to the State that summarized the position it toot on these 
issues during the conference call, On Auptt 4, icchnical qUC8liorul 
WeR sent to the State. 

ProJXlsal received 
04120193. 

Waiver approVed 
07115193. 

The: special terms and 
conditions WCIV a&:c:cpted 
on 08102193. 

FIrSt continualioa 
approved on 6IlOJ95. 

Proposal RCCived 
9/15194.---,-,-1 

A-O\tl~(;'~ 
Dec., s io "'... 

fe~,·~, r-e$t)\v'tl.,., 
of cl,ff; (.v It­.. 
tssves, 

Proposal RCCiYcd 
3123195. 

Atlt,fdpC1l.tt"J 
pee" S 1'0 h '. 

Jctt'\Vt"lty I ifry, 

:::> 1"Septi:qba I, 199' - Star.:wide HcaIIh ....arm 6 
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Proposal n:ceived 
MMaaHcalth... The demonstration bas nine compoocnt Itndcgia . 

The cnablinS Icsislation. which is part ofa man: comp!dlensive Massadlulldta b8!i subOUttcd an IllS waiver application, enlidcdMASSACHUSETTS 
health can: reform Iegislatioo pu:kaac, baa boeR rd'cmd to the 4/15194. 

which III'C intended 10 cover. pot1ion ofthc 524,000 uninsuml in 1cgislatu."C's JointCommitta: 011 Health CIII'C for review. 
Muslchu9C:UB. IS wc:U as provide assistance to the Iow-ineomc Waiver approved 
iolllJrl:d. The proposed strategies addn:as ncc:ds specific to the O4f2419S.A site visit to the Slam is pIarmed for 1IJc week ofSqKembcr S. 

MeeJina wig be held with the State staff, the IXIIItractor whjeb 
MasslchusdlB,. which include the employed, the abort-tam 
mi:xI.1R ofsocial c:conomic groups that III'C uninsured in 

The State acccptcd the 
unemployed, and the Ions-tmn employed. The proposal inc:1udcs 

manascs mental health and substance abu9C 1ICI'ViC!!i. and the 
Federatb' ~ificdHealth CcnfqJ and Community MentAl Health .1!PCCiaI tcrma and 
~ 	 . eoaditiona 011 5/16195. 

that .seek 10 promote nwkd fon:cs and responsible decision makinS 
by pnwiding financiaJ iRceDtivcs in the form of lax credits to 
employers, lax dcfcm:d mccIK:aJ samg ac:counts for insured 
individuals,and subsidies in tho fonn ofinsuranco vouc:bc:n for 

I 
 with incomes UP to :zoo."" 


diract stratqics that proYido public health can: mel indirect stratcgjcs 

MICIDOAN None 

Proposal n:ceiveden MINNESOTA 	 Mimu:aota submitted a waiwr proposal with Ibrcc major 7/2PJ94
.'~- ~ ~~="!!~..::r..m:-I-~~~ 

~ 	

_____.__._____. _.._ 
amcr&ctmcntpciiliati tIle si.Ib:to I 

·PMAP+ was approved 011 

s ~ The propo9lll would be implcmontcd.in two phucs. PIwc 1 Would 41Z1195. 
involve the first two oomponcnts. III Phwic 2.Minnesota would 

develop a framework for implcmcnq broader reform. in 


MISSISSIPPI 

<'? MISSOURI Missouri's Departmellt oC Social Services bas submitted an 1 1IS HCFA and the State arc negotiating budget ncutmlily issua. Proposal n::c:cived 
o 
IN (Uadel'Rniew) 	 waiver proposal that will provide managed care mcdicaJ acrvic:ca to 6IJOI94. A"t,'( ",J-J

the Slate's Mcdic::aid population IIDd to the uninsured.t-	 pec.is;CI'l: Pee. '5' 
o 
CJ) 

<0 . . 


IN MONTANA The State submitted a section IIIS,dcmonlltnltion waiver proposal The issue paper IUId the ldtm 10 the Governor eonccmins IDe Proposal WIll received 


N 
entitled, "Montana McntalHcalth AcccsaPlan" 011 June 15,1995. States waiver request ~ undc:rgoins final dcanncc. 611SJ95.
o 

tG···~ The State sccb 111S demonstndion WliVCllS 10 enable them to place~ (t1I')~rfV'".v eel) 	 'p,'sQ...,tf'OYt!J.all Slate funded mcntIJ hcaJth delivery sy!ItemI for Medicaid IIII.d 

non-Medicaid under • sinp: capitBled fuo risk mani8ed aIR: 
 9/''3/9S'".
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OREGON 'The Oregon HeaJah Plan. designed to expand ac.ccas 10 health cam to Wlivers appromJ 
(APPJ'UYfldI 

As a rault ofbudget cuts by the SCate LcsiaJaturc. Oregon has 
submittal a requc:st 10 modit)t its cum:nt waiver in areas of .the uninsured and contain cosIB through IJUUIII8Cd care, CIIIablishca • 03/19193. 

basic set ofbcncfits available to all ~.t or below 100ImpIcmeakid) premilJRlJ. copaya. and clisibilily requimncntB for new c1isiblcs. 
pc:n:cat ofthr.; FPL. Tho basic: packase Rflccts a prioritized ranking HCFA ba .... n:eeiwd a request tiom the r.tatr: to cutback on Ibo The special terms and 
ofscrvico-tn:a~t pairs dcvdapc:d by the OregOll HaIth Scrvicca number ofscnicea cow:red on Ibo St&&c's prioritized list that is cooditions 'Na'e accepkd 
Commission. under coos.idcra1ion. 'J'he SIBtI:'s request have been distributed Cor on 04116193. 

nMew amoos DHHS and OMB componentS. 
OperaIiona bepn 211194. 

Phuc 2 waiven were 

PENNSYLVANIA - I None 

RHODE ISLAND Under RltcCare. Rhode Island was Biven Medicaid waiven allowing Opendions bcpn 111194. As ofJuly 6, cnroOmcnt WI8 60,563. PropmaI was receimJ DO 
(Appi"O¥ed1 the cx.tcnsion ofMedicajcJ eJisibility to pregnant womco and HCFA iI ~ a proposed cmcrgcnc.y IQOI1I poticy wiIh tho 712193. 

cbildn::o up to 250% FPL and cmroIlment ofaU recipients in a State, and expect to finalize the: polic:y shortly.......ated) 
II) capitatcd III8I1Apd care detiway system. Waiven .ppromJ 
~ A 1lOIlfcn:ncc cal wu held with the Department. and Bi.n:bolDavis 11/1193•...... 
0-1 1-10 discuss budBetncutnlilyiuuc:s.-TheSla1oil npactcdto ......... it-I------­

their proposal ~y. The ~pcci.al terms andVl 
conditions wac accepkd= 

( on 1112193. ­= 

SOUTII CAROIJNA South Carolina submitted an 111S waiver application enlitled the On NCMmbcr 18; 19!M. HCFA appovccllbo fi'amc'W'Ort of1hc Pn:IposaI received 311194. 
(P1IItpoDed) South Carolina Palmc:lto Health Initiative. The program would project and II8J'CIXI to 'NOIt. with the State to IhCCt • act or ,., extend Medicaid etisibilily to include n:aideutB with incomes up to miJcstDna OWl( the comius)'CU. When South Carolina Review pand WIll bcIcI 

o 
N 100% of the WI... South Carolina expects to cover approximatdy IIUCCe8IIfullyoomplotcs theac miJcsloaca. HCFA wiD act OIl their 6113194. 
I'­ 240,000 additional n:cipicnt& Most Medicaid n:cipicnta wiD he request for waivers. Al this time, the Slam bas decided to 
o cnroUcd in managed aII'C programs.. South Carolina would also iadefinitely poetponc procCICding with the dcvdopmcntal pbaac of Approval letter for initialC» 
aJ implement a SOO-mcmbcr Ions term can: pilot pn:;cct to the project. The State will proceed with voluntary cnrollmcot into aWlld was acat 
N dcmonatIatc the ctrcctiVCllC9fl ofa targeted tflIlOIl8t'd care system HMO'. for Medicaid recipic:otI and 1IOII1e: pilot projcda b partially 11/18194.o 
N that emphasiics home- and community-baaed ICI'Yiocs for the capitatcd providcn. 
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CC: LEON PANEITA 
CAROL RASCO 

FROM: 

SUBJECT: . 

THEJ WHITE HOUSE 
I 

.WASHINGTON 

Both Mr. McEntee and John Sweeney, International President of Service Employees 
International Union, AFL-CIO ("SEIU"), Ihave met several times jointly with Secretary 
Shalala, Secretary Reich, and others, as well as myself, to discuss this issue. The 
membership of both .unions, which are staunch supporters of this Administration, have a 
large number of healthcare workers. At niy request, HHS and Labor have discussed a 
number of alternative solutions to this situation and have prepared a draft memorandum with 
4 alternatives, the first of one is do nothirlg more than is being done now. Attached is a self­
explanatory 16 August 1995 memorandu~ to me from Jennifer O'Connor regarding 
"medicaid waivers and worker protectionsi" and a 7 page draft memorandum discussing the 
problem and describing 4 options. Also attached is a 1 page memorandum to me dated 7 
September 1995 from Carol Rasco detailidg her thoughts on the situation. 

This has long been a festerinK problem Wi~' both of the unions and as things stand is not 
likely to go away. 

Let's discuss at your convenience. 

'\ 
I. 

.. 


