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DATE: February 14, 1995 

The pu,rpose of this memo .is to brief you on the status of 
Ill~ois's request for a Medicaid waiver in advance of your.trip 
to ChIcago. 

The state submitted a waiver request to HHS and the Health Care 
Financing Adm.1n1stration on September 15 , 1994. The l20th day 
was January 13. The plan, entItled " Medi-Plan Plus," would· 
requj~rla most Medicaid recipients to join managecl care plans. 
Negotl'!ltions on the. waiver are nearing conclusion, and approval 
should. be announced in the. next two to three weeks. Secretary 
Shalsl.! called the Governor last FrIday ,to reassure him that the 
procesl~ is going very well, although she did not indicate that 

. approvlll was a certainty .. 

Gove%TK)r Edgar has been very anxious to secure approval, in large 
part bE~cause his budget assumes savings from the implementati.on 

, of maneLged care. Also, the state's bond rating. was recently 
downgretded, and .the rating agency pointed to problems in the 
Medica;.l:.d .. prograpl8S part at the rationale~ 

. Illinois has a very tr6ubi'ed Medicaid program. In the past, it " 
has tried· to cope' with, cash shonfalls ·by simply not paying. bIlls .. 
for months. at a time~ There is also a long ,history of quality 
problems in the program. AS a result, many are skeptical that 
the state can successfully mount such an ambitious managed care 
program. 

Sister Sheila Lyne, head of the city of Chicago's health 
departmiant, has written HHS to express her conceI;n that the 
waiver could hurt quality of and aCcess to care because of the 
state's poqr track record. She is also concerned that clinics 
run by it:he city could be.hurt in the changeover.. BUS officials 
are mee1:ing with her next week. The Illinois Primary Care 
Associa1:ion, which represents federally qualified hea~ th center~, 
strongly opposes 'the waiver because. of concerns about whether 
FQHCs Ccln compete in managed care. (In most states where we have 
approveCiMedicaid waivers, the FQHC association has opposed it on 
these g~'ounds, and the National Association of Community Health 
Centers is suing us on this issue.) They are also concerned. that 
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the s'tate 'W'i~~ direct most of' the business to the Chicago HMO; 
which has strong Republican ties. 

. , 

Illinois' plan differs from other major Medicaid waivers we have 
appro,~d in that the expansion.of Medicaid coverage to new 
populEltions, is very small (only a rew,thousand people). However,' 
HCFA "ras ultimately persuaded that. the State' s fisca~ problems 
are such that a coverage expansion was not affordable. HCFA 
also a1rgued ,that the state should' have applied for a 1915(b) 
waiver' 'rather than an 1115 waiver, slnce enrollment in managed 
care can be a~comp1ished through the fqrmer, and the only . 
advantage of an 1115 waiver is to. Bvoid the tougher quality 
standards in an 1915(b) walver. The state ultimately compromised' 
and ag:reed to meet the more stringent 1915(b) quality standards 
for clients outSide of Cook COunty. 

, . . 
At the beginning of the process there was significant tension 
betwee1:'l the State and HCFA over the ainbi tious timeline the State 
wanted to follow. When the state submitted its proposal, it was 
about 1~o issue a request for proposals to identify likely 
providers'in time for an April start-up, but HCFA instructed the 
state 1:0 ·wait for Federal approval before doing so.;,' Th~s ' 
eachange was covered ~tensivelyby the press at the time. The, 

, ini. tial. stories were critical of the Federal government's delay 
of the program, but the coverage shifted within a week or two and 
then c%'iticized Governor Edgar for trying to move too fast. 
'There loj'ere ed! torials favorable to HCFA in the Chicago Tribune 
and in the Sun-Times. More recently, the Governor has again 
criticized HCFA for delays, but the coverage has again suggested' 
that Federal caution is prudent. 
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co: ca:rol Rasco ' .. 
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After a llleati.JI! at the WhIte Hcn"se earliertbis e:sftemoc:m, the 
secx'9{;ary call,1Id GoveI'l1~r Jona€ll anel to],cI him tnat she vaa prepared 
to appr.ove his sinCfle-ctm!ilortiultl plan, pt'oviclec! th~y could •• ti.efl' . 
va 'that the C!hoice of'pro'Viclers within the plan vas 5ubatantive aM 
real,1ri addition tQ req\1iring raal and s\lbstantive aceesu; aDel 
quality protection&. What this means is tho.t we have tb. 
opport:unity to a.k the state to really ope:r.tionil.li'z~ bene ehoj,ce 
of ptov1<ler. both at initial enrollment ~nd, periodically 
thereafter I lind ws sr.'" free 'to be as demancUnIJ as. we vish to be . 
1D term3 Qt 'thfl kinds of inforll1fAtion tho »enes lI1ust hav8. the 
fnque11C::Y of choice, education about eboices, atc. In adcli't1cm, 
tJle GoVernor hall agreat! tIbet all public c!18~$sion ot this plan 
,,111 tlll.k about it in torJl$ of IJIultlple provider choice 'under a 
_Ingle network umhrella. . 

4ftle '.,:ratary tole! the q'oyernor that our staff would be in touch 
with Id,d Monday morning_ She also expressed a cleeire to co •• to 
oloeure next week. Lu or a member of be~ &tatf .hould cal1 the 
oohtaet per~onin Xentueky on Monday. 

, . ' 

Let ..kno~ if anyone haa any ~e&t1ons or needs any further 
clarification.· '. 

'P .. 8. !J'he C;QVernor also agreed to« T&e that any savings txvm 
... afJCd care under the, vai'VGl'coula only ):)& usaQ for coverage. 
.~l!!:i(U1e. 

TOTr:l.L P.iU 
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THE WHITE HOUSE 

WASHINGTON 

September 7, 1995 

MEMORANDUM FOR HAROLD ICKES 

FROM: CAROL H. RASCO c.,~ 
DIANA FORTUNA 

Subject: ~~nd Worker ProtectiolJs 

I. Jennifer's Memo to Harold 
As to paragraph. three where Sec. Reich's argument is stated about 
a changed NGA: that won't hold water with the governors. NGA 
works in a way such that the governors who were the lead 
negotiators on this agreement in 1993 are still in NGA, are now 
the leadership from both political parties. I can't stress 

,enough how important this fac~or is.. ' 

II . HHS /LABOR Memo 
In 'ge;neral: Option two·is the option that most clearly respects 
the agreements negotiated with the governors at the direction of 
the President.· Option three opens the door to all kinds of 
groups that will want to be included in the mandate to be shown 
as included in the waiver development process which will lead to 
excessive (as perceived by the states) regulation of the waiver 
proces~ which in itself is supposed to; be a relief from 
regulat:ion. 

In the introduction and background sections, the memo does not 
always present both sides of the argum~nt. On page 2 of the 
memo, the list of reasons why hospitals serving poor people are 
not attractive to HMOs does not mention the fact that these 
hospitals do have some advantages that often make them essential 
partners for HMOs coming in to seek Medicaiq. business. This is 
becausE~ they are often the only hospitals in these neighborhoods 
and thE! populations are accustomed to .getting health care there. 

Last paragraph on page 2, 5th line: I~ is not clear what the 
phras l: "and 9ther indigent persons II means. The uninsured are not, 
beirig enrolled in managed care. 

First bullet on page 3: replace "are likely to" with "will"; 
Medicaid will not cover ,all the medically indigent. 

On page 4, add to the flprosll under Option 1: HCFA can and 
already does to some extent address the concerns of" essential 
community provider hospitals in its waiver review process; 
through its emphasis on assuring access and quality. 

Also, the cons should point out that the Governors would object 
to the argument that they would not conside·r these issues ,on 
their own (although the unions would respond that many Republican 
Governors really don't care abQut tpei~,workers). 



THE WHITE HOUSE· 

WASHINGTON 

September 7, 1995 

MEMORANDUM FOR THE PRESIDENT 

CC: LEON PANETfA 
CAROL RASCO 

FROM: Harold Ickes @ 

SUBJECT: Medicaid waivers and worker protections 

SEP -7 1995 

On 11 August 1995, you met with Gerald McEntee, International President of American 
Federation of State, County, and Municipal Employees, AFL-CIO ("AFSCME") on a 

. number of issues induding one that he is very concerned about -- the . adverse affect on . 
employees: of medicaid waivers being granted by the Adm~nistration. The short of his brief 
was that medicaid·waivers should not be approved by. the Administration absent their 
. containing adequate protection for current employees. . 

Both Mr. McEntee and John Sweeney, International President of Service Employees 
International Union, AFL-CIO ("SEIU"), 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 staunch supporters: of this Administration, have a 
large numbe:r of hea1thcare workers. At my 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 nothing more than is being done now. Attached isa self­
explanatory 16 August 1995 memorandum to me from Jeimifer O'Connor regarding 
nmedicaid waivers and .worker protections" and a 7 page draft memorandum discussing the 
problem and describing 4 options .. 

This has long been a festering problem with both, of the unions and as things stand is not 
likely to go away. ' : 

Let's discuss at your convenienCe .. 



August 16, 1995 

MEMORANDUM FOR HAROLD ICKES 

FROM: JENNIFER O'C?NNOR~ . 
SUBJECT: MEDICAID WAIVERS AND WORKER PROTECTIONS 

Attached, is a memorandum from the 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 so that workerprotectiop issues are taken into account. It 
describes four options for addressing the effects of Medicaid waivers on health care 
employees: 1) do nothing; 2) strongly encourage states during the waiver process to 
implement budget neutral transitional 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 they will address those effects; 4) develop a transition 
assistance program by either requiring states to assist employees or by furnishing federal 
~~~~R~~~ , 

The memorandum discusses the pros and cons of each option. Secretary Shalala prefers 
option 2 and the pros and cons to that section explain her preference. 

, . 
Secretary Reich prefers option 3, which he thinks should be even stronger than currently 
worded in the attached memorandum. He recommends requiring states to: 1) show employees 

, were included iri the waiver planning process, 2) show how reforms will affect employees and 
3) show how they will address those effects. He commen~s that option 4 costs money, which 
AFSCME has not asked for~ and option 2 will not satisfy ,A..FSCME 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 
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 ·Hfforts by private sector payers to control healt,h care costs have led to large-scale 
dislocations in the employment of health care workers. !hese painful effects in the labor 
market may be exacerbated bY.current and potential federal government actions, including 
Medicaid waivers granted to states implelTlenting aggressive managed care programs and 
probable congressional budget cuts to the Medicare and:Medicaid programs. In combina­
tion, these private and public sector actions may dislocate hundreds of thousands of health 

. care workers by the end of the decade, especially in hospitals. 

Traditionally, when the federal'government's actions have 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 by 
direct federal action or by other causes have been enacted. Industries in which workers 
have receivEld such protections have included railroads, airlines, public transit, mining, 
communications; and mental health. Recently, t.he President proposed. similar steps for .. 
26,OOO-36,OOOworkers affected 'by the 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. 

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

Issues 

During negotiations ~ith states seeking Medicaid demonstration waivers, are there any 
steps the Department of Health and Hul'nan Services should take to address these trends? 
Should statutory authority be sought for health workforc¢protections? 

Background 

Reducing cost growth is generally one of the major goals' of states pursuing Medicaid 
demo,nstration waivers 1 • A principle' technique 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 waivers to enroll Medicaid beneficiaries in mandatory managed care programs. Under Section 
1115 of the Social Security Act; the Department has broad authority to permit States to implement demonstration projects 
to test variations to Medicaid policies. including enrolling people into managed care as long as the change is ·consistent with 
the purposes of the Social Security Act,· Second. under Section 1915(bl. States may require Medicaid recipients to enroll in 
mandatory mana~led care programs if the programs meet statutorily established criteria for quality, access .and cost-, 
containment. To date, although most public attemion has been. focussed on 1115 waivers, most·of the expansion of 
'Medicaid ·man.3ged care has been achieved through 1915(b) waivers. The Administration has supported automatic approval 
of 1915(0) waivers, . 
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preventive and primary care services. And they steer these public' enrollees to contracting 
providers the HMOs believe will help achieve these redtlctions. This pattern mirrors what 
private employers hire HMOs to accomplish. Hospital inpatient and outpatient costs 

.. account for about 35-40% of Medicaid costs, making ttieman obvious target for HMO 
cost-cuttin{). 

• I 

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 costs (estimated at 60% of hospital costs): they do this 
by removin!~ and consolidating staffing layers; reducing numbers of semi-skilled and 
unskilled workers and substituting a smaller number of skilled persons who can be cross-

.trained for several jobs; automating; and switching to more part-time and as-needed 
staffing arrimgements •. The restructuring of the health care delivery system may result in 
the eliminafion, nationally, of 500,000 hospital jobs (many in urban areas) by the end of 
the decade; some congressional proposals for c-utting Medicaid and Medicare could 

. accelerate this dislocation. An' estimated 8o.p~.rcent of. the most vuln~rable jobs are.heJd . 
by women, and 20 percent are held bYAfric"an-America~s. . '". " ". .-

Public hospitals, and nonprofit hospitals which serve si~ilar roles in their communities, are 
in an espedally poor position t6 secure managed care contracts. In general, private HMOs 
do not find these publicly-oriented hospitals to be highly desirable business partners 
because: 

thl~ir physical plants are often outdated, deteriorating, and located in areas that are 
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, 
ille!gE'11 aliens, and people remaining uninsured) for which they are generally 
underpaid (hence, requiring cross subsidies); 

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

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

any plan to change'these institutions is likely to involve local government and the 
public, and, therefore, is apt to be contentious arid 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 otfilcials in DOL, HHS and the White House about·the effect of Medicaid 
demonstrations upon their members. In particular, they iare concerned that rapid 
enrollment of Medicaid recipients (and other indigent pe~sons) in mandatory managed care 
programs, and the redirection of public funds away from' hospitals and into capitation 
payments to HMOs, will undermine the financial viability of certain "safety net" inner city 
providers (particularly public, although including many non-profit hospitals) which rely 
heavily upon Medicaid reimbursement and other public funding. 
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Since the beginning of the Administration, in response to governors' longstanding 
criticisms of the slow pace and inflexibility of HHS's waiver review process, HHS has 
implemented a streamlined review process and has committed itself to according the states 
broad design flexibility, policies reinforced publicly on numerous occasions by the 
President. i[ln 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 Administration changeir policy which would reduce state . 
flexibility and, in their view, further micro-manage state, affairs, by requiring that special 
consideration be given in demonstrations to these "essential community providers" or, , 
more directly, to the employees of those institutions. 

Discussion 

Public and public service-oriented non-profit hospitals lie at the intersection of two 
important concerns: (1) the jobs of their employ-ees and (2) the acces~.,9.f low-income._ 
people to needed health services. Historicaliy', these institutions have provided inpatient 

. and clinic services in areas which other institutions and individual providers have chosen to 
avoid, have often provided services which other facilities have considered insufficiently 
profitable, and have provided costly services to. people who could not pay. Indeed, other 
facilities often transfer patients to these public and nonprofit hospitals. 

Furthermore, these institutions will continue to play an important role even as the. health 
system is reshaped by states' managed 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 not be covered by the mana~ed care plans; and some 
HMOs' providers will not be within 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 disprpportionate share (DSH) 
payments, the resources available to public hospitals will be even more limited than 
in thE! current climate. 

o Thl3 number of care-managing 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 
outpatient clinics offer important "safety valve" access. 

o The success of states' managed care efforts is not assured. If, for example, public 
revenues do not grow enough to sustain a capitation rate sufficiently high' to attract 
private HMO and provider participation, and the program is pared back in eligibility 
or covered benefits, a public sector fail-safe mechanism will be important. 

These considerations suggest that the federal government may have a continuing strong 
interest in h~)w, in the context of their .Medicaid demonstrations, states propose to take 
accounf of the special needs and contributions 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 longrun,' however, while workforce reductions can be ameliorated or 
delayed, jobs will certainly be lost in hospit(3ls, and possibly even more broadly across 'the 
health care sector. 

In considering alternatives for addressing the eff~cts of :Medicaid waivers on "safety net" 
providers and/or their employees, the federal governmef:lt confronts a broad spectrum of 
options. Atone end, HHS could continue permitting States broad flexibility which all.ow 
them to, chc)os(;l whether to stand aside from shake-outs in the hospital sector caused by 
the Medicaid demonstration, and take no special steps with respect to these hospital 
providers of' their workers. Attheother end, HHS coulq require states to addres~ directly 
thework1force ,effects of their waivers by developing and funding retraining programs for 
displaced workers, and/or statutory authority could be sought for any of a range of 
measures rEllated to income maintenancei job t(aining, or employer-based protections. 
Between th'Bse poles lie a range of Federal, ~tate and employer measl,lre~ tb address-the 
traositional needs of public.service institutions and their, he.alth care workers. ' 

Option 1:. 

Pros:' 0 

o 

o 

Cons: 0 

o 

" I! 
. ~i 

OPtion 2: 

Leav~ unchanged the current bread'th 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. 

Consistent with commitment to maximum state flexibility. 

Keeps the federal government out of state provider payment negotiations, 
and relationships between state and local :governments. 

Puts maximum pressure on the public hospitals to enter a frank reappraisal of 
their needs to reform, and enter ,an open dialogue with the state on this 
matter. 

'. Can result in precipitous and wrenching fiscal adjustments to public hospitals 
as their funds and their traditional clients are abruptly rechanneled to 
managed care providers. 

Provides no relief to.at-risk public hospital: workers. 

May'mean the federal government will be drawn into participating publicly to 
bailout safety net public hospitals afterthe waiver has begun (e.g., recent 
dispute over Tennessee's payments to the public hospital in Memphis). 

Call each waiver-requesting state's attention to the special circumstances of 
public hospitals and public beneficiary-serving non-profit hospitals, and 
strongly encourage states tq implement some form of budget ,neutral 
transitional assistance for safety net providers. 
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In pre-submission consultations with states, a stage at yvhich 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 (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 assign beneficiaries who fail to select a managed care 

( 

plan, inclusiion of safety net providers among assignment entities; and enhanced payments 
for safety net providers that serve members of managed care plans. 

Pros: 0 

o 

o 

o 

o 

o 

Cons: 0 

o 

o 

o 

Option 3: 

\ 

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

May indirectly assist the workers of these. institutions. 

Provides an opportunity for public' hospitals to arrange an orderly transforma-
I 

tion of missions and perfo~mance·.- . 
. i 

Emphasizes that federal interest is in delivery system integrity, beneficiary 
access and orderly change. 

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

( 

Consistent with Administration's position in Health. Security Act. 

May be seen and characterized as a breach of HHS's commitment to greater 
state flexibility in Medicaid demonstrations. 

Eases pressures on public hospitals to rllove vigorously in reforming their 
missions and performance; delays can. result in continued inefficiencies and 
unnecessary costs. 

Could meet with Congressional resistance., 
, 

Will not provide explicit response to concerns of at-risk workers. 

As part of the waiver negotiation process, !HHS could require that states 
show that hospital employees were included in demonstration planning 
discussions, describe how the reforms can be expected to affect the hospital 
workforce, and/or discuss how states intend to take account of those 
affects. 

Examples of steps that States might take could include inclusion of employees on waiver . , 
planning and advisory councils; analysis in the proposal of expected workforce impact 
'data; exp!icit inclusion of health system worker complaints and questions in "hotline" 
analyses; and inclusion of workers on post-implementation quality review and feedback­
and~correcti()n work groups. 
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Pros: 0 

o 

o 

o 

o 

Cons: 0 

Responds specifically to at-risk workers' interests. 

Could require no additional federal costs by defining any related costs as 
falling within waiver budget neutrality requ·irements. 

, I 

Would be consistent with theSeci"etary's March letter to the Governor of ' 
New York reflecting concerns about public,providers and their workforces. 

Would provide workers and their representatives with a seat at the table 
from which to seek substantive waiver protections. 

Would not be an unfunded mandate. 

Will be seen by states as: 

a serious breach of HHS's commitment to greater state flexibility in 
waiver reform design; 

raising issues outside the scope of the Medicaid program. 

requiring their intervention in labor-management relationships between 
local governments and workers. 

o ' Will be interpreted as federal micro-management. 

o Could open the door to other entities (e.g., medical schools, specialized 
hospitals, specialist physicians) lobbying for protections. 

Q Would likely meet Congressional 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 requirements on the hospitals including advance notice of 
layoff, preferential call-back, and retention of seniority and fringe benefits. 

Pros: 0 

o 

Cons: 0 

, Alternatively, states might be required to directly finance worker assistance 
programs. 

Responds directly to workers' needs under .broad"scale reforms. 

Could keep retraining costs outside of the waiver budget neutrality 'limits. 
(thus not diminishing funds available for beneficiary services). 

Same as Option 3; plus, without federal financing, will be characterized as 
an unfunded federal mandate. . 
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4B: 

Pros: 0 

o 

o 

Cons: 0 

0'· 

I 

Directly furnish federal assistance ~o dislocated hospital workers. Steps 
which might be taken by the Federal Government could include obtaining 
statutory authority for special unemployment insurance compensation, 
worker training and retraining assistance, job search and income guarantees. 

Responds directly to unions' proposals. 

Can be undertaken in combination with other options. 
I 

With federal finar:lcing, avoids "unfunded mandates" objections. 

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

Could be difficult to restrict to workers from hospitals serving large numbers 
of public beneficiaries. 
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E X E CUT I VE OFF I 

·TO: 

FROM: 

SUBJECT: 

07"'-Sep-1995 02 :.40pm 

Carol H. Rasco 

Diana M. Fortuna 
Domestic policy Council 

Comments on labor memo 

... 
H E PRE SiD E N T 

Carol: , .. I certainly agree with your comments,. and would add the 
following if you think it's appropriate. I have attached my 
comments to your memo to, use or delete as you think appropriate. 

In the introduction and background sections, the memo does not 
always present both sides of the argument. On; page.2 _of the 
memo, the list of reasons why hospitals serving poor people: are 
not attractive to HMOs does not mention the '. fa'ct that these 
hospitals do have some advantages that often make them essential 
partners for HMOs coming in to seek Medicaid b1-lsihess~ This' is 
because they'are often the only hospitals in t)1ese neighborhoods 

, and the populations are accustomed to getting health care there. 

Last paragraph on page' 2, 5th line: It is not clear what the 
phrase "and,other indigent persons'" means., The, uninsured are not' 
being enrolled in managed care. 

First 'bul~et on page 3: replace "are likely to" with "will"; 
Medicaid will not cover all the medically indigent. 

On page 4, add to the "pros" under Option 1: HCFA can and 
already does to some extent address the concerns of essential 

. I 

community provider hospitals in its waiv,er review process, 
through its emphasis on assuririg access and qu~lity. 

Also, the, cons should point out that the Governors would object 
to the argument that they would not consider these issues on,' 
their own (although the unions would respond 'that many Republican 
Govern,ors really don't care about their workers). 

'/ 



Jennifero '. .¥ ~ 
_\n"Altil~~IIJr I ~ 

".. As to pa.ragraph three in ~~~~~~~re ~outlinE6sec. Reich's 
~ argument about a changed .NGA •.. that~~old water with the 

gov.ernors. NG~ works in a way such that the g:overnors who were 
the lead negotiators on this agreement are still .in NGA, are the 
leadership from both political parties. I. can't stress enough 

~....!!; =~his-factor is. 

. ption three opens the door to all kinds of groups that will want 
to be included in the mandate "to be shown as included in the 
waiver development process which will lead to excessive (as 
perceived by the states) regulation of the waiver process which 
in itself is supposed to be a relief from regulation. 

is the option that most clear;ly respects the 
agreement.s negotiated. with the governors at th~ direction of the 
President. 

\\ ...... _&6 ~_ '. . '. 

~.~ 

~~: (2<ll~) 

~v~.~~· 



THE WHITE HOUSE 

. WASH I NGTON 

August-31, 199~ 

MEMORANDUM FOR CAROL RASCO . , 
DIANA FORTUNA ? 

FROM: JENNIFER O'CONNO~· , 

SUBJECT: MEDICAID WAIVERS AND . WORKER PROTECTIONS 

CC: HAROLD ICKES 

The Departments of Health and Human Services and Labor worked together on proposals to 
address' wotker protection issues in the waiver process. Attached is the document they 
produced, along with a note 'fonri me summarizing Secretary Reich's additions which did not 
make it into the memorandum. Harold would appreciate any comments you have on the. 
proposals. He would like to share your views,along with ;the attached, with the President. 

, 



',r 

August 16, 1995 

" , 

MEMORANDUM FOR HAROLD ICKES 

FROM: JENNIFER O'CONNOR ~ 
, SUBJECT: MEDICAID WAIVERS AND WORKER PROTECTIONS 

Attached is a memorandum from the Department of Heatth and Human Services, produced 
with input from the Department of L~bor, which addresses options for changing the current 
Medicaid waiver approval process so that worker protection issues are taken into account. It 
describes four options for addressing the effects of Medicaid waivers on health care 
employee:s: 1) do nothing; 2) strongly encourage states during the waiver process to 
implement budget neutral transitional assistance; 3) require states to show that employees are 

'included in the waiver planning pro'cess and to show how the reforms will affect the hospital 
workforce, and/or to show how they will address those effects; 4) develop a transition 
assistance program by either requiring states to assist em~loyees or by furnishing federal 
~&~~st~~~ ! 

, The memorandum discusses the pros and cons of each option. Secretary Shalala' pr~fers 
option 2 and the pros and cons to that section explain her preference. 

Secretary Reich prefers option 3, which he thinks should be even stronger than currently 
worded in the attached memorandum. He recommends 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 
AFSCM1~ 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 
because the 1993 NGA was an entirely different group of governors, most of whom were 
Democrats; the Secretarycom!'lents that the political lan&cape is so changed that we can 
legitimately change our policy. 



I ntroductioQ 

Ongoing 'efforts by private sector payers to control health care costs have led to large-scale 
dislocation~; in the employment of health care worker's. 'These painful effects in the labor 
market may be exacerbated by current and potential federal government actions, including 
Medicaid wai,vers 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 sector actions may dislocate hundreds of thousands of health 
care workers by the end of the decade, especially in hospitals. 

Traditionally, when the federal government's actions have 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, 

, I 

various types of assistance intended to alleviate adverse employment effects caused by 
direct federal action or by other causes have been enacted. 'Industries in which workers 
,have received such protections have i~cluded railroads, rairlines, public transit, mining, 
communic€ltions, and mental health. Recently, ,the President proposed similar steps for 
26,OOO<~6,OOOworkers affected by the terms of the Forest Summit. In' fact, notable by 
its absence is the broad health care sector which has ol')e of every twelve jobs in the 
United States. 

Indeed, the Health Security Act (HSA) 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 provided meaningful 
protections for health care workers who 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 workfor,ee protections? 

I 

Background 

Reducing cost growth is generally one of the major goals of states pursuing Medicaid 
demonstration waivers 1. A principle technique is to require managed care enrol1ment 
(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 manag~ 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 waivers to enroll Medicaid beneficiaries in mandatory managed care programs. Under Section 
1115 of the Social Security Act, the Department has broad authority to permit States to implement demonstration projects 
to test variations to Medicaid policies, including enrolling,people into managed care as long as the change is "consistent with 
the purposes of the Social Security Act.· Second, under Section 1915(b), States may require Medicaid recipients to enroll in 
mandatory man~ged care programs if the programs meet 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' mamlged care has been achieved through 1915(bl waivers. The Administration has supported automatic approval 
of 1915(bl waivers. 
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preventive and primary care services. And they steer these public enrollees to contracting 
providers the HMOs believe will help achieve these reductions. This pattern mirrors what 
private em~lloyers hire HMOs to accomplish. Hospital inpatient and outpatient costs 
account for about 35-40% of Medicaid costs, making them an obvious target for HMO 
cost-cuttin~l. 

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 costs (estimated at 60% of hospital costs): they do this 
by removin!l and consolidating staffing layers; reducing numbers of semi-skilled and 
unskilled workers and substituting a smaller number of skilled persons who can be cross­
trained for several'jo,bs; automating; and, switching to more part-time and as-needed 
staffing arrcmgements. The restructuring of the health care delivery system may result in 
the elimination, nationally, of 500,000 hospital jobs (many in urban areas) by the end of 
the decade; ,some congressional proposals for c-utting Medicaid and Medicare could 
accelerate this dislocation. An estimated 80 percent of the most vulnerable jobs are held 
by women, and 20 percent are held by African-Americans. 

Public hosp,itals, and nonprofit hospitals which serve similar roles in their communities, are 
in an esp1eciially poor position to secure managed care contracts. In general, private HMOs 
do not find these publicly-oriented hospitals to, be highly desirable business partners 
because:~ 

th,eir physical plants are often outdated, deteriorating, and located in areas that are 
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, 
illeg,11 aliens, and people remaining uninsured) for which they are generally 
underpaid (hence, requiring cross subsidies); 

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

their resources are often insufficient to finance cranges necessary to enhance 
efficiency, overcome physical deterioration, and ~pdate technological capacity; and 

any plan to change these institutions is likely to irvolve local government and the 
public, and, therefore, is apt to 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 the White House about; the effect of Medicaid 
demonstrations upon their members. In pa'rticular~ theyjare concerned that rapid 
enrollment of Medicaid recipients (and other indigent pe~sons) in mandatory managed care 
programs, and the redirection of public funds away from hospitals and into capitation 
payments: to HMOs, will undermi~e the financial viability of certain "safety net" inner city 

'providers (particularly public, although including many non-profit hospitals) which rely 
heavily upon Medicaid reimbursement arid other public f!-.Jnding. 
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Since the beginning of the Administration, in response to governors' longstanding 
criticisms of the slow pace and inflexibility of HHS's waiver review process, HHS has 
implement1ed a streamlined review process and has committed itself to according the states 
broad desi!~n 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 Administration change in policy which would reduce state 
flexibility and, in their view, further micro-manage stat~ affairs, by requiring that special 
consideration be given in demonstrations to these "essential community providers" or, 
more directly, to the employees of those institutions. 

Discussion 

; i 
Public and public service-oriented non-profit hospitals lie at the intersection of two 
important c:oncerns: (1) the jobs of their employees and (2) the access of low-income 
people t() 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 which other facilities have considered insufficiently 
profitable; and have provided costly services to people who could not pay. Indeed, other 
facilities often transfer patients to these public and non,profit hospitals. 

Furthermor,e, these institutions will continue to play an important role even as the health 
system is reshaped by states' managed care demonstration programs: 

o Substantial numbers of poor persons are likely to remain ineligible for even 
e>:panded state Medicaid programs; some clients will cycle in and out of eligibility; 
some needed services will not be covered by the managed care plans; and some 
HIVIC)s' providers will not be within 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. 

o The number of care-managing 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 
outpatient elinic~ offer important "safety valve" access. 

o The success of states' managed care efforts is not assured. If, for example, public 
revenues do not grow enough to sustain a capitation rate sufficiently high to attract 
private HMO and provider participation, and the program is pared back in eligibility 
or covered benefits, a public sector fail-safe mechanism will be important. 

These considerations suggest that the federal governm~nt may have a continuing strong 
interest in how, in the context of their Medicaid demonstrations, states propose to take 
account of the special needs and contributions of institutions that have been serving large 
numbers of public beneficiaries. ' 
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Preserving these institutions may also assist i'n the prot~ctio;' and transition of many of 
their workers who would be at particular risk of harm from changes in the health care 

. I 

market. lin the long run, however,while workforce reductions can be ameliorated or 
delayed, jobs will certainly be lost in hospitals, and poss:ibly even more broadly across the 
health care sector. . 

In considering alternatives for addressing .the effects of Medicaid waivers on "safety net" 
providers arId/or their employees, the federal governmel"1t confrohts a broad spectrum of 
options. At one end, HHS could continue permitting States broad flexibility which allow 
them to choose whether to stand aside 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 other end, HHS could require states to address directly 
the workforce effects of their waivers by developing and funding retraining programs for 

. I 

displaced workers, and/or statutory authority could be sought for any of a range of 
measures related to income maintenance, job training, or employer-based protections. 
Between these poles lie a range of Federal, State and employer measures to address the 
transitional needs of public service institutions and their health care workers. 

Option 1: 

Pros: 0 

o 

o 

Cons: 0 

o 

-0 

Option 2: 

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. 

Consistent with commitment to maximum .state flexibility. 

Keeps the federal. government out of state provider payment negotiations, 
and relationships between. state and local governments. 

Puts maximum pressure on the public hospitals to enter a frank reappraisal of 
their needs to reform, and enter an open dialogue with the state on this 
matter. 

Can result in precipitous and wrenching fiscal adjustments to public hospitals 
. as their funds and their traditional clients are abruptly rechanneled to 
managed care providers. . 

Provides no relief to at-risk public hospital workers. 

May mean the federal government will be drawn into participating publicly to 
bailout safety net public hospitals after the waiver has begun (e.g., recent 
dispute over Tennessee's payments to the !public hospital in Memphis). 

·Call each waiver-requesting state's attention to the special circumstances of 
public hospitals and public beneficiary-serving non-profit hospitals, and 
strongly encourage states to implement some form of budget neutral 
transitional assistance for safety net providers. 
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In pre-submission consultations with 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 (e.g., from special funding pools) for safety net 
hospitals during a transitional period; assistance to safet~ net providers in becoming HMO 
contract providers; where states assign beneficiaries wh:o fail to select a managed care 
plan, inclusion of safety net providers among assignmenl entities; and enhanced payments 
for safety nlet providers .that serve members of managed:care plans. 

Pros: 0 

o 

o 

o 

0, 

o 

Cons: 0 

o 

,0 

o 

Option 3: 

, . \ 

Eases transition pressure on beneficiary ac'cess in under-served areas. 

May indirectly assist the workers of these :institutions. 
, I 

Provides an opportunity for public' hospitals to arrange an orderly transforma­
tion of missiolJs and performance. 

Emphasizes thatJederal interest is in delivery system integrity, beneficiary 
access and orderly change. 

Consistent with HCFA's recent waiver-related negotiations with states (e.g.,' 
Massachusetts, Illinois, Tennessee) overp~blic hospitals. ' 

I 

Consistent with Administration's position in Health Security Act. 

May be seen and characterized as a breach of HHS's commitment to greate'r 
state flexibility in Medicaid demonstrations-. 

,Eases pressures on public hospitals to move vigorously in reforming their 
missions and performance; delays can resuh in continued inefficiencies and 
unnecessary costs. 

Could meet with Congressional resistance., 

Will not provide explicit response to concerns of at-risk workers. 

As part of the waiver negotiation process, HHS could require that states 
show that hospital employees were include'd in demonstration planning 
discussions, describe how the reforms can 'be e~pected to affect the hospital 
workforce, and/or discuss how states intend to take account of those 
affects. 

Examples of steps that States might take could include inclusion of employees on waiver 
planning and advisory councils; analysis in the proposal of expected workforce impact 
data; explicit inclusion of health system worker complaints and questions in "hotline," 
analyses; and inclusion of workers on post-implem~ntation quality review and feedback-
and-correction work groups. ' 
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Pros: o. 

o 

o 

o 

o 

Cons: 0 

Responds specifically to at-risk workers' interests. 

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

Would be consistent with the Secretary's March letter to the Governor of 
New York reflecting concerns about publi9 providers and their workforces. 

Would provide workers and their representatives with a seat at the table 
from which to seek substantive waiver protections. 

Would not be an unfunded mandate. 

Will be seen by states as: 

a serious breach of HHS's commitment to greater state flexibility in 
waiver reform design; 

raising issues outside the scope of the Medicaid program. 

requiring their intervention in labor-management relationships between 
local governments and workers. 

o Will be interpreted as federal micro-management. 

o Could open the door to other entities (e.g.,. medical schools, specialized 
hospitals, specialist physicians) lobbying for protections. 

,. 
I 

o Would likely meet Congressional resistance. 
I 

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 requirements on the hospitals including advance notice of 
layoff, preferential call-back, and retention of seniority and fringe benefits. 
Alternatively, states might be required to directly finance worker assistance 
programs. 

Pros: 0 

o 

Cons: 0 

Responds directly to workers' needs under broad-scale reforms. 

Could keep retraining costs outside of the waiver budget neutrality limits 
(thus not diminishing funds available for be.neficiary services). 

Same as Option 3; plus, without federal financing, will be characterized as 
an unfunded federal mandate. 
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41~: Directly furnish federal assistance to dislocated hospital workers. Steps 
which might be taken by the Federal Government could include obtaining 
statutory authority for special unemployment insurance compensation, 
worker training and retraining assistance, job search and income guarantees. 

Pros: 0 Responds directly to unions' proposals. 

o Can be undertaken in combination with other options. 

o With federal financing, avoids "unfunded mandates" objections. 

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

o Could be difficult to restrict to workers from hospitals serving larg~ numbers 
of public beneficiaries. 
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Jennifer: 

As to paragraph three in your memo where'you outline Sec. Reich's. 
argument about a changed NGA •.• that won't hold water with the 
governor~;. NGA works ina way such that the ,governors who were 
the lead negotiators on this agreement are still in NGA, are the 
leadership from both political parties. ,I can't stress enough 
how impo:r:~tant this factor is. . 

option three opens the door to all kinds! of groups that will want , 
to be inc:luded in the mandate to be shown as included in the 
waiver dE!Velopment process which will lead to excessive (as 
percei vec.l by the states) regulation of the waiver proces~ which 
in itself is supposed to be a relief from regulation. 

I·' J .. 

option two is the option that most clear+y respects the 
agreements negotiated with the governors,at the direction 
President: • , \ 

of the 
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;,': 'He, specifically requ~sted of the PreSiderit tllathe begin discussions with·,tlieGovernors about 
'.~: ~ , . 

• " '. ' .' - • ..., ~ , ..' , •• ' , .. _ '. I, _ J -.,' "", ' t. ,," _ ."'. ,-' '. ' ~ ,_ _". . <' 

. . thef.~ct!f1;lt 1,~~~r i~~ri.ot)epxesentc~f:at:7,tJ1e'~Q~~:.~~1j~9>.tij~Setequ~st¥ WiJ.iv~rsar~·draft~·: "'" ~ 
. ,:':"or in' the.pr<?tess·of deciding what'pioviSions·tO·coi1:tairifutlieWaiyers~ ,,' " :," '.' ..... , 

: .. '. '.:" '.:' '..:. ',; ,'>;.~. : >,,:;-: .;:,~,:"" ',';'.,.:,::'- <"":j'::,. . ~.' 
.' The President agreed that 'something' neoooo to be done: abOut this .. 

. ;' ··.Mf,~~'P<>irited Il~l~tundk q,e ~ge~~n~~e ~re~i~efit app.;¢gdy Qia4e. with ~~i . 
. '" . Nationat'GovemortsAssOciationconcetriingmemcai(j wai~ers~there 18 no, W,ay for":'.'. ,', 

" repr~sentativ'~<?f.~rhpl()y~ to gei)nvolye4)n·'tJ1(netotiatiQlls·regardirig. the, wal~ers.;· 
..... ">:' .. ,>. ":.·"·~'~.~'i:'.f .. ::'( .,.'.~'. '·x.'>':;·i:>,t::;:·, ":'i.f,:·t' .,,: :, ...... ':,":; .. "': : 

.:. ¥r. McEn~~: .. said that .the cwai'y~r' process shoul~' be the same as for ~he fede~ go~emment' . 
. '. . where' ~hei~:'i~a pr<#ss' to:a..cromooa~~represen~~ves of emp!9yees.,:The presideilt~sked·' .•. ' 

': Mr.Mc:ant~nqsend .. a,memo t()'in~:atio~t hoW the fede~ system w6rlCS.'intha(ft~gard..· • 
, -.. - . - ~ " , , ' ,.', , . 

. :. In any event, this.i8:·~ongoing'piQblem"~hich·is'goirig t~lcontinue to'fester 'unlesswe can····· 
'. : .. :~ .. try to· find. a solution ~ It. . . 

, .' . , 
. ..',:':,." "", ": .",';,'," .. :, . " '; '. .;:. ., .. ;" " . ' .! .', h • 'i ': • ' '.. " 

I know that HHS has worked ori. thiS and has sent a preliminary memo, dr~ted jointly by the· 
Department of Labor regarding. this' issue.' " I ' " . 

:. .' 

.... We need to discuss within the next week. 
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At /(; 2 5 1995 
~ S\RVICES. 

t' .J DEPARTMENT OF HEALTH &. HUMAN SERVICES \:1- Health Care Financing Administration 

TO: 

FROM: 

SUBJECT: 

BackgroUlm! 

AUG 24 1995' 

Carol Rasco 
Assistant to the President for Domestic Policy 
Through: Kevin Thurm ~ i' 

I 

Administrator' 
Health Care Financing Administration 

Capital Taxes for Inpatient"Hospital Services 

The Administrator 
Washington, D.C. 20201 

\. 

In August 1991, Medicare began implementing a prospective payment system for 
hospitals' ,capital-related costs. Prior to that time, Medicare had paid for hospitals' capital 
costs on a cost-related basis. Under the prospective payment system (PPS) for capital, a pre­
determined amount based on an average price is paid for~ each inpatient hospital discharge. 
The average is used so that payment is independent of specific hospital decisions about 
capital acquisitions. This method provides incentives for efficient spending. 

Through the transition period, which extends from FY 1991 through FY 2001, 
hospitals generally receive a gradually decreasing portion of thekhistOljc capital costs and a 
gradually increa~ing portion of payment based on the Federal rate. The Federal rate was 
based on the FY 1992 national Medicare capital cost per case, including capital-related tax 
costs. The hospital-specific portion of payment reflects a hospital's actual historic costs, 
including its property tax costs, if any. Payment will be fully based on the Federal rate for 
all hospitals at the 'end of the transition. (About 25 percent of hospitals will, however, 
receive ful1 Federal rate payment in FY 1996 because it has become more advantageous for 
them.) 

At the time of the fmal rule in 1991, the proprietary hospitals argued that the 
proposed capital prospective system contained an inequity: while capital-related taxes 
constitute a non-discretionary cost imposed only on an identifiable group of hospitals, those 
costs were built into the Federal capital rate and spread ac,ross all hospitals. In discussion 
with representatives of the proprietary hospitals, a commitment was made to propose a 
special adjustinent for tax costs for public comment. In the 1991 final rule, we expressed 
our general opposition to singling out specific costs for special treatment. We indicated, 
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however, that we would collect data on capital-related tax costs and, if after study we 
detennined special treatment was feasible, we would propose an adjustment for public 
comment 

Problems v{ith a Capital Tax Adjustment 

. Despite our misgivings about singling out specific components of capital costs for 
special treatment, we felt committed to offer a proposal for public comment once we had 
collected the necessary data. Our analysis indicated, however, that implementing a tax 
adjustment posed several serious problems. We specific,ally stated in our proposal that we 
had not been able to resolve th~se problems, and that we were presenting the proposal in the 
hopes that public discussion would produce an appropriate solution. 

Those problems involved the difficulty of assuring equitable treatment to all hospitals 
while simultaneously protecting the Medicare Trust Fund from an open-ended commitment 
to increase ~1edicare payments. The capital-related tax costs of hospitals that paid taxes 
prior to FY 1992 were included in setting the Feden,ll rate paid to all hospitals. However, 
other hospitals have become subject to property taxes smce that time (and even more may do 
so in the futur~), primarily because of state action to extend property ·taxes to previously tax­
exempt facilities. 

In ordl;!r to protect the Trust F.und, we proposed to ,provide an adjustment only to 
hospitals whose tax costs were included in the original rate computation. Budget neutrality 
was guarantel;!d simply by removing those tax costs from the overall rate. We recognized 
that such a measure provided different treatment for tax-p;aying hospitals, d~pending merely 
upon when they became subject to taxes. However, extending the adjustment to all tax­
paying hospitals posed a: dilemma: either make an open-ended commitment from the Trust' 
Fund to increase Medicare capital payments as more hosp'itals become subject to taxes, or 
preserve budget neutrality by progressively reducing payments to other hospitals (beyond 
the level where the tax costs originally included in the rate had been removed), thus creating 
an inequity in the treatment of non-tax-paying hospitals. We also expressed concern that an 
open-ended adjustment could make the Trust Fund vulnerable to manipulation of the kind 
that the Medicaid program has experienced with respect to donations and taxes in recent 
years. We specifically requested public comment on ,these problems. . 

, , 

We received 169 comments (2 national hospital associations and 167 tax-paying 
hospitals) in support of implementing a tax adjustment and 8 comments (3 national hospital 
assoCiations, 3 state or regional associations, and 2 individual hospitals ) opposed. 
Commenters in support of an adjustment suggested extending the adjustment to all tax­
paying hospitals by reducing future payments to hospitals ipat do not pay taxes. The 
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commenters opposed to the adjustment offered arguments that confinned our original 
misgivings. They objected to singling out costs for special treatment under a prospective 
. system. Several mentioned other costs that would, in their view, deserve similar treatment if 
we were to adopt an adjustment for taxes. They also objected that a tax adjustment might 
merely replace a possible inequity to one group of hospitals with an inequity to a different 
group (e.g., reducing payments to all hospitals to pay fdr the adjustment) .. 

A tax adjustmerit would predominantly benefit tax-paying proprietary hospitals. Tax­
paying proprietary hospitals on average would gain about $65 per discharge more than they 
would lose from the reduction to the capital rate. While: a number of tax~paying nonprofit 
hospitals would qualify for an adjustment, those hospitals on average would gain only 
slightly more from an adjustment (about $6 per discharge) than they would lose from the 
reduction to the capital rate (about $5). I 

The proprietary hospitals have always argued that they have higher capital costs 
because of their tax-paying status. Our estimates for FY 1996, however, indicate that 
proprietary amd voluntary hospitals will have similar costs ($724 and $718 per discharge, 
respectively) and similar payment-to-cost ratios (1.02 and 1.04, respectively). . 
Implementation of a tax adjustment would decrease the payment-to-cost ratio of voluntary 
hospitals moderately (to about 1.03), and increase the ratio for proprietary hospitals 
significantly (to about 1. 10). 

Final Regulation 

Based on comments and our concern about the implications of a cost-based 
adjustment within the PPS system, we are not proceeding' with an adjustment for capital­
related taxes. The law requires us to publish the annual PPS rates by September 1. The 
Federal Register document and payment rates are being prepared without the tax adjustment 
and cannot bt: changed if the September 1 deadline is to be met. Therefore, it is too late to 
make a change, this year. 

Bruce C. Vladeck 



MEMORANUUM .' 

TO: Carol and Laura March 28, 1995 
FR: Chris J. and Jen K. 

,. RE:(Medicai? Wanier nfo for, E~nomic Summit, 
cc: 'Gene, BIll, Jeremy, Tom, DIana 

. / . 

Attached fOll" your use at the Economic Summit.is a copy ofithe latest edition of the health 
care waiver status report. It was produced by HHS and ho~fully will prove useful in your 
preparation for the upcoming meetings. . 

Following up on our meeting, 1 relayed to Nancy 'Ann your concern about any health care ' 
meeting with Leon until we have had a chance to tal~ with the First Lady arid bring her up­
to-speed.' 1 also advised her of your suggestion' that,'we schedule the Medicaid briefing to be 
given toa11 three of you at onCe.' (I suggested next Tuesdai or some other time after then .' 
that, is mutually convenient.) . ' . . .' . 

Nancy Ann said she would (and 1 am .sure she will) pass along the message. 1 might suggest, 
however, that you mention this to Alice yourselves' when/if you see her over the next couple 
of days. ' ,. ' . 

. 1 

( 



rNFO~TION :ON 
, , 

B:OlCA'ID AND WELFARE WAIVERS 
, , 

As Of Mareh 27,1995 

Welrar".· 'hi ver 

Under ArkaLnSas I demonstration, MOC paren1;:s age 16 or younger 
will be rE!quiree to attend school regularly or face reductions in 
benefits j,f they fail to do so. If appropriate, t.een-age parents 
can meet t~he requirement by attending an alternative educ:at'ional . program.' , 
In additicJn, Arkansas will iDipiement a policy of ,not increasing 
AFO'C benf!f'i ts when additional children are born' into a. family 
.receiving' welfare. Family planning and group counseling services 
focusin'g 6h the responsibilities of parenthood will be included 
in the deBionstration. 

Submitted: 
Approved: 

. 
FLOR:rD1~ 

.Medicaid l1~i ver 

January 14, 1993 
March 5, 1994 

The Florid.a Health Security Program is a voluntary, employer­
based, die,counted premium program designed to provide access to 
private he,alth'insurance for employed, but uninsured Floridians .. ' 
The ,progra,m will use a managed competition model and will provide 
health insurance fOr 1.1 million uninsured Floridians with 
incomes at, or below 250 percent of the federal poverty level. 
Health pIa,ns (indemnity and liMO) will be offered by AccoUntable 
Health Par.tnerships and administered by Community Health 
purchasing' Alliances. HCFA is working with the state oil required 
stat~ le'gi.Slation. . 

Submitted: 
Appro,ved: 

February 10, 1994 
september 15, ~994 

Florida's "Family Transition Program" eliminates the quarterly 
income report requirement during the twel~e months the Medicaid 
transition benefit is given to recipients who lose Moe 

, 1 



eligibility due to earn1.ngs. However r · recipients are required to 
report income increases, and lose the remainder of the transition 
benefit when income exceeds 185 percent of the Federal Poverty 
Level a 

StzbmJ.tted: september 2~, ~993. 
Appr()ved: January 27, ~994 • 

. Blfar. " ... tiYer 

Florida is implementing a II Family' Transition Program'~ for AFDC 
:tecipient~i in two counties. Under the plan, most AFDC families 
will be limited to collecting benefits fora maximum of 24 months 
in any five-year period. 

Individua:Ls who exhaust their transitional AFDC benefits but are' 
unable to find employment will be guaranteed the opportunity to 
work at a job paying more than their AFDC, grant. The . 
demoristra.1:ion also provides. a longer period of eligibilit.y -..:.. 36 
months in any six-year period-- for families at a high..:..risk of 
becom.tnq tielfare dependent. I 

Medicaid lmd child care benefits will be available in the 
d.emonstra1:ion. Local community boards will playa large role in 
overseein~J the program. . 

other elements of the demonstra~ion include an increase in the 
earning-sclisregard formula and asset ceilings, as well as' a 
statewide requirement that MOC parents must ensure that their 
children. .ilaVe been immunized. 

SubliJj~tted: September 21, 1993. 
Apprc)ved: Jaziuary 27, ~994. 

GEORGIA 

_altar.a . Wal ver 

Georgia iE; initiating the "personal Accountability and 
Responsibility Project" (PAR) which strengthens federal work 
requiremerlts that must be met in order to, receive cash benefits. 
Georgia t s welfare agency will now be able, to exclude from .. an 
AFDe qrant~ any able-bodied recipient between the age of 18 t.o 60 
who has no children under the age of 14 and who willfully refuses 
to work Ol:~ ,who leaves employment without good cause. The rest of 
the family will continue to be eligible for AFDC benefits. 

The plan \7ill also allow the state to deny additional cash 
benefits 1:or additional children born after a family has been on 
welfare f'c)r at . least .two years if the child was conceived while 
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the family was on welfare. However, PAR would allow recipients 
to "leartl back If the denied benef its through the receipt of child 
support l,ayments or earnings. 

Medicaid and Food stamps eligibility will continue for all family 
members. In addition, Georgia will offer family planning 
se~ices and instruction in parental skifls toAFDC recipients. 

Georgia's; waiver request was received on May 18, 1993, and 
granted cln Nov. 2, 1993. 

SubmJi tted : 
ApPz'oved: 

Xe4ica,i4!. ,.ai vet 

May 18, 1993 
November 2, 1993 

The 'Kentu'Cl<y Medicaid Access and cost containment Demonstration 
is as'tatewide program to expand Medicaid eligibility to 100 
percent ,o,f the federal poverty level, regardless of cate'qorical 
ediqibility or assets~ All those eligible will be enrolled in 
managed care plans similar to the state's current primary care 
case manai:;rement program (KenPAC) ,or through alternativemanaqed 
care plan:s. Future managed c<;lre options may include Heal til ' 
Maintefiiln4::e organizations, Preferred Provider Organizations, and 
sp'ecialize'd case management. The benefit package is the same as 
Kentucky's current Medicaid benefit package. Kentucky's waiver 
reque'st was approved in DeceDi.ber 1993 i however recent action by 
the . Kent:uc~ky legislature makes the implementation date uncertain 
at 'this time. . '. 

Submitted: 
Appr()ved: 

LOtJiSIlWA 

xe«ici·ic1 'Ifaivei 

March 30, 1993 
November B, 1993· 

I • 

Louisiana has submitted a proposal that is currently being 
evaluated by .H:HS. Louisiana Health Access, a statewide section 
1115 demorlstration proposal, subDii tted on' January 3 , 1995, has 
goals of E!mphasizihq primary and preventive care,increasinq , 
access to quality care, and contr'olling the State' s . spiraling 
costs. 

3 



, MISSI~;S:rPPI 

Welfare .ra! ver 

Mississippi's reform plan promotes health and education for 
children receiving welfare assistance and supports work efforts 
by their parents. The demonstration includes a wide component 
and two Ilrojects, '~Woi:'k First" in six counties, and "Work' 
EncouraqE!ment" in two counties. 

The wide component requires all children,aged six through 17 to 
attend school and'all children under age'six to be immunized and 
receive r'egular health checkups. It also extends AFDC 
eligibility for two-parent families by allowing mothers, or 
fathers to\iork more than 100 hours a month~ 

The "Work First" component provides subsidized, p:tivate";'sector 
employment for jOb-ready participants. A special fund ,created 
from palt'ticipants r AFDC arid food sta:mp benef its. will reilnburse 
empioyers' wages. The state will provide supplemental payments 
to recipients when their total income is ,less than. 'the combined 
AP'DC and Food stamp benefits they would otherwise receive. In 
addition, each "work First" participant will have an "individual 
developlllle,nt account" for family savings, ,to which employers will 
contribute one dollar per hour, of work. ;The state will also pass 
on to the family all the child support payments it collects on 
its behellf. ' 

The "Woz.°k Encouragement It ,component allows recipients to keep more 
of theiz" i~arnings and' still receive AFDC,: by raising the earned 
income lilnit from 60 to' 100 percent of state-established need 
levels. ~im. limits oh income disregardi will also be waived. 

The ,iWork First" comporient will he implem~nted in Adams, 
Harrisonjjones, Lee,' Hinds and Washington Counties. The "Work 
Encourag'elIllent" component will be implem'ented i,n Leflore and 
oktibbeha counties. Under both the "Work, First" and nWork 
Encouiag'ement" components, courts may require unemployed, . non-
custodial fathers to participate in the JOBS program to meet 
child sUPI)Ort obligations. 

The demonsltration will be in effect for five years. 

Submi. t ted: 
, App.r-c,ved: 

'December 1.0, 1.993 
December 22, 1994 
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SOOTH CAROLINA·· 

Ke4ic.'1~ Waiver 

South CaJrolina I s Palmetto Health Initiative (PHI) seeks to expahd 
Medica1d eligibility to individuals with income up to 100 percent 
of the Fi!deral poverty level (FPL)" and children up to age 18 in 
families with income up .to 133 percent FPL. .Each enrollee would 
select ·either a fully capitated health<p~an, or a partially 
capitated primary physician plan, thereby giving each enrollee 
direct access to a primary care provider. PHI a,lso seeks to 
streamlirle the eligibility process and reduce administrative 
overhead. South Carolina anticipates an.additionat 280,000 
indiv'idu<Hs could be provided health car~ under the waiver., . 
South Car'olinaalso proposes to imple~ent a managed care program, 

,with a. focus on home and COITiIilunity-b~sed'services, for persons 
requiring, or at risk of requiring, placement in a nursing 
facility. 

The Health Care Financing Administration ;willbe working·with 
South Carolina over the next year to develop the infrastructure 
necessary for the. proposed demonstration.' HCFA will consider the 
state's request for waivers onoe the state has successfully 
c,ompleted a set of agreed upon milestones. 

Subm~ltted: March .1, 1994 
conci~pt Approved: November· 18, 1994' , . , 

, 
welfare Wuiver 

South Car{)lina I s self-Sufficiency and Personal Responsibility 
program" SE~ts 'Work requirements· and provides transitional 
assistanCE! for program participants. "After completing Individual 
Self-suffi.ciency Plans (ISSP I s) to help prepare them to become " 
self-suffi.cient, AFDC recipients have 30 days to find a job in a 
designated, vocational area. If they fail to secure'such 
empl9yment., recipients receive an additional 30 days on AFDC to 
find any private sector job, after which time they must 
participate in a community work experience program in order to 
contInue to.receive AFDC benefits. progressive sanctions for 
non-compliance, up to and including removal of the entire famlly 
from assis'tance, are components· of this program. 

To aid i.n -the transition to work, recipients who ~ould otherwise. 
no longe:: be eligible for AFDC because of employment can receive 
reduced bel~efits for up to 12 months. Famd.lies remain eligible 
for Medicaid and child care during this phase-down period, and 
regular transitional Medicaid "and child care benefits begin at 
the end olf this period. 

5 



The prog.ram also raises resource limits to $3,000 and exempts the 
cash value of life insurance policies, one vehicle and interest 
c;lnd divi,aen'd payments. Chiidren of recipients are required to 
attend school regularly and obtain appropriate immunizations. 

The demonstration will operate in Berkeley, Dorchester, 
Charleston, and Barnwell Counties for a period of five years • 

. Submitted: June 13, 1994 
ApprQved: January 9, 1995. 

TENNESSEE 

Medic,ai4 .. Waiter 

TennCare is a statewide program'to provide health care benefits 
to Medicaid beneficiaries, uninsured state.residents, and those 
whose med'ical conditions make them uninsurable. All TennCare 
enrollees receive services through capitated managedca.re plans 
that are either health maintenance organizations or preferred 
providel" organizations. .Enrollment will be capped at 1,500, 000, 
includirt9 approximately 310,000 previously uninsured. If the cap 
is reached., those in mandatory Medicaid coverage groups and the 
uninsurables will continue to be enrolled,. TennCare r S benefits 
are more generous ,than those offered under current Medicaid. for 

. acute carE~, and tbe plan emphasizes preventive care. The Health 
Care Finailcing Administration will monitor implementation of the 
program tClroughout the 5-year period. 

Submitted: 
Approved: 

VIRGINl:A 

Me4iCai4 .,aiver 

June ~7, 1993 
November 18, ~993 

Virqinia'~ welfare reform demonstration qives cases who lose AFDC 
eligibili.t~{ due to earnings a 3-year Medicaid transition benefit 
in foUr lo(::::alities and a 2-year transition b¢nefit in the rest of 
the state. Cases are required to.report income quarterly and 
lose the r~~lDainder of the transition benefit if income exceeds 
185 percent. of the federal ·poverty level in the fi'rst year or 150 
percent of the federal poverty level in the second or third year.· 

submitted: July 13, 1993. 
Appro~'ed:November 23, .1993. 
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", ". 

Welfa:J: ... wai ver 

Virgini'afs "Welfare Reform Project" will encdur.age employment by 
identifying employers who commit to hire AFDC recipients for jobs' 
that pay between $15,000 and $18,000 a year and by providitl9 
additional months of transitional child care and health care 
benefits. A second statewide project wi,ll: enable AFDC families 
to save for education or home purchases by allowing the 
accumula'tion of up to $5,000 for such purposes jencourage family 
formation by changing the way a stepparent 'sincome is counted; 
and al1.o'., fulltime high school students; to continu·e to. receive 
AFDC be!ncl!fits until age 21. Further, in'. up to four counties, 

I 

AFDCrecipients who successfully leave welfare for work may be· 
eligible to receive transitional benefits for child and health 
care for an additional 24 months, for a total of 36 months. In 

. one location, yirqinla will offer a guarcinteed child support 
"insuranc!e lf payment to DC families who leave welfare because of 
emploYment to assist the family in maintaining economic 
self.;..sufficlency. 

submitted: July 13, 1993. 
Approved: November 23, 1.9.93 • 

• 
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ltEVIN L. 'l'RORK I~ , 
Telephone call From. Governor carlson Complaining 
About ReFA' II De lay In Resolving Minnesota 9. 
Medicaie 5ection 1115 waiver 

we Unl1erstand Governor carlson is llJtely, to call Leon Panetta 
todELyto complain about the difficulties ' his state i. hoving 
re&c:htLng agreement on budget neutrality for his Recticaici waiver. 
HiS ~roposal, SUDml~teQ on JUlY 28, 1994, ra1ses three major, 
prece4:lent set.ting budget neut4ality polic;y' issues relating to , 
1902 (:!:') (2) expan8ion8, mana qed care savings, and welfare savings. 
Tlle S:t.ate' 6 current proposal·' would creat, a budget gap for this 
waive:!:' of approximately $535 million over five yeus. 

e) 1fh,1..i.e 'the Department would like to help Minnesota, changing 
o~r budget neutrality criteria would have severe implications 
fo:r "ellA national. budget. Today, Bruce Vlada.ck met with . 
JUirmesoteL staff aqain to (If fer another proposal tor ach1ev1ng 
bu~!get neutrality. ,Wliilethe state is cOnl!sidering this 
pri:lposal, it ignot optimistic that it will be acoeptGd. 

o UClPA has worked. very hard to find alternative method.olgqies 
t:h~lt would @nable tho State to achieve budqot' nAutralH:y 
1fii~hout violatinq federal budget neutrality principlas. 
JLticacheQ ic a listing of the options that BCEA has presented 

. 'to tha Stat" a.nd its respon8eliil.WhilQ tha st.at,@ ia at!ll 
j:ohaally considering two ot these alternatives, State gtaff 
ha~,e indicateet they are not optimistico . , 

o Wh:,lle the Department always rellla1ns' open to considering new 
S~,.te p~opocals, we cio not believe there are any other viable, 
bUtiO'et-neut~Al nrtionc availablo. : 

o W~ . reaommcnQ. tbatyou' encourage the GOvernor . to u.rqe his' staff 
t~o continuing vO"r'iflngwith HCJ'A aM ooneidor ~lte:l:'nA1::.i.vc. that 
c:lo not. create costly, unmanaqeable federal pracedents. 

, ,- 1 

Attacl'uaant' A: HIlS . opt ions O!!ered to Minnesota 
Att&dlment B~ BudqCilt Keutrality Issues in the KinnesotaCcire 

proposal 
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MiDnesotaCare Budget Neutralltr 
Options Offered to the State 

Under tht' State's budget D~utraJity proposal, Minnesota will be saving over $375 million 
during the clemoDstration period while the Federal government will spending an 
additional! 5500 million. Through budget neutrality negotiations, HCFA has made a 
number of I)roposals to the State. For a variety of reasODs, the State has been unwilling 
to accept any of these proposals. These proposals are ~tlined below. . 

Reducing With· Waiver Cgsts 

• Phase-m. 

The state could pursue an implementation schedule that phases-in current State-' 
only enrollees into the demonstration, such as lQW .. income adults. 

I 

Status: Rejected by the State -- would not be aCcepted by the Legislature. 

" ,Lowering Per-Capita Rates 

• 

The State projected MinnesotaCare Familie.~with Children per 'capita spending 
using an annual growth rate of ten percent, which we believe may over-estimate 

. ~~D!ting for this population. These rates could be reduced to minor trends for 
Il.te AFDC population. ,. 

Status: Currently being considered by the State . 

Premtium Structure • i 

HCFA suggested that the'State consider increasing the share of MinnesotaCare 
premiums paid by individuals and families. .' 

Status: Rejected by the State - State's actuaries decided that 'individual and 
family premium shares were a]r~dy high enoup,. 

IncreasingJWithout-Waiver Cos1s 

., Immediate Implementation of ExistiJ1g 1902(r)(2) State Plan 

Minll~esotats holds an approved State Plan Amendment to extend Medicaid 
coverage to all children under age 18 with incomes below 275 Percent of poverty. 
The State could begin covering these children th~ough the Medicaid program, and 
then include these expenditures in their without-,waiver estimates. This would 
require new State dollars. 



,<'<"'1 ,,' ".', <>,' ,. 

Staf:!,l;S: Rejected by the·State -- could not implement insurance barriers under 
regular Medicaid rules. i 

• Cove:rinl Full 1902(r)(2) Population in Demonstration 

Under MinnesotaCare, Dot aU the 1902(r)(2) children would be covered through 
the demonstration due to msul'auce barriers. HCFA has required other States to 
include this population in the demonstration if they seek credit for these children 
in 1th.!ir without-waiver costs. ,. 

Statu:s: Proposed to the State on February 9. The State is currently considering 
this option, butb not optimistic. 

Other Altematives 

• PlanJiting Grant for Phase II 

HCFA offered the State a planning grant that would allow them to develop 
integl~ated plans for Phase I and Phase II.of the waiver, which would allow them 
to establish budget neutrality over both phases of the demonstration. . 

Status: Rejected by the State -- State wants to begin Phase I immediately, 
althoUgh the proposal is Dot budget neutral I 
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Budlet Neutrality lssue.'il in (he Mjnn~aCare Proposal 

· DackgJ'oUIid 

· MinnesotA is seeking d~fllOWlLnlLilJll ,w4iver authority to e1.L<:l1u Medicaid eligibility In 275 
percent of poverty for families with children and 125 pc::r4.:t:nt of poveny for other adults. 
expand Medicaid eligibility to include the State's current pru~ram for low-income uninsured 
resideruts (MinnesotaC:l1'e). and mandate managed care enrolhncnt across the CIlliIe expanded 
program. Minnesota estimates that Medicaid program costs will total $20.86 billiull uver llu: 
demomtration period, including long tenn oo.re.' , . 

· Creating a budget-neutral framework for thest: proposals is problematic for two reasons; (a) 
the State is seeking rede.ral matching payments for an already-existing, 100% State-funded 
program; ~. (b) the State already holds a demonstration waiver for managed care in the 
Twirl City area. ~o additional s.wings from mnnnged c.Qte would be limited. These two 
elemeni:s complicate efforts to establish an UPFl' line tor budget neutrality that provides 
Minne.~ota with mfficient re~nrr.t'.s for the deinonstration while avoiding any policy 
precede:nts that. if followed by any other State~, could canse seriOllS bUdget problems for the 
Federal Governmem in the furore. . 

I 

At this point, the Administration and MUUlesuli:l. a~ ~llSi4ering a budget neutrality approach 
with four options. These features a..r:e discu~ bc;lvw. . 

• 1902(r)(Z) ExpaasioD 

Minnesota currently covers pregnant women and infants with incomes up to 275 
. percent of poverty using 1902(r}(2) disregards. Inatead of using 1902(r}(2} to c;"palld 
eligibility to children over age one, the State provi(tes' covemge to many children 
through the current State-only MinnesotaCare program. . 

The State bas proposed including projected spending for all children under 275 
percent of povertY. who would hf: eligihle nndp.r 1 ijm.(r)(?), in the without-waiver 
baseline. However, btcause MinnesotaCare eligibility rules require ('.hildre.n to have· 
been. uninsured for fOil.!: 111UIlllls and not to have ~ access to employer~sub~idized 
coverag~ foe 18 ll1uulb~, many children who wuulu be Medicai<1-el1gible using an 
income test under 1902(r)(2) arc not eligible for MinnesOlaCare. These rule.~ will not 
change under the demonstration. . ' 

( 
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The Department is concerned about estimating hypothetical emoJlment through a 
1902(r)(2) expansion for without-waiver costs since over 88.000 of these·children in 
FY 1000 will not be covered by MinnesotaCare. The State argue~ that all of these 
children would be eligible for· Medicaid if these in~uiance barriers were not in place 
and are therefore a legitimate hypothetical expansion. 

The State is seeking without-waiver credit of $872 million for a hypothetical' . 
1902(r)(2) expansion. Urider this scenario. they would be credited for covering 
168,:~58 children in FY 2000. We have .estimated that a more restrictive alternative -­
crediting savings only from children who enroll in MinnesotaCare (79,951 children in 
FY 2000) -- would contribute $470 milliou Lu lhe SLaLe'S without-waiver costS over 
five years. This approach would result in a baselme $402 million lower than their 
requ($t. 

We are also analyzing whether potentiall902(r)(2) children who are covered through 
employer groups could be considered as hypoth~ical· Medicaid enrollees ill Lhe 
baseline. If Federal· subsidies cover a portion of their premiums. these children could 
be brought into the demonstration. Employer and individual premium payments 
would be considered the State' s contribution _. an approach that we approved for 
Florida Health Security. Premium subsidies could :replace MinnesotaCare' s insurance 
barri'~rs and thcrcforcprovidc employers with an incentive to assure that chlldren . 
remailn privately covered. . 

• ~PProgram 

·Minnesota's Prepaid Medical Assistance Program (PMAP) hasprovidcdMcdicaid 
coverage under a prepaid, capitation model in selected cOunties since 1985. The 
currej[lt PMAP demonstration authority has been Congressionally mandated to run 
through June 1996. Because Minnesota has a matu~ Medicaid managed care 
program in its most populo:us counties. its ability to largely finance a Medicaid 
ex-parision through managed care savings is limited., 

Minnl~sota argues that demonstration authority for the PMAP program is dependent 
upon Congressional action and will expire in 1996. They therefore conclude that the 
without-waiver projections should -include revertingPMAP emollees to the fee-for- . 
service system in 1996. In essence, this approach would enable them to credit the 

- PMA,j~ savings that they are realizing under the current Medicaid program to their 
proposed demonstration. ' 

If we accept this premise, we would be establishing a new precc;dent for States with 
subsumtial managed'care programs .. So far. the Administration has chosen to assume 
that States. would continue existing managed care programs in the absence of a 
demollstration project. Recently, we did not allow Massachusetts to exclude existing 
,1llWlaged ~ savings from wlmout-waiver projections. Given the recent growth in 

2 
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Medicaid managed care programs, we are con~ed that pennitting this h,.vpothetical 
wotLld cstabli8h.a substantial preccdclll fur additional States. ,In addition, we do not 
acc~:pt the State's assertion that HCFA could not extend PMAP' demonstration 
alltllority beyond 1996. The State estimates that the expiration of PMAP authority in 
11~96 would add $313 million to without-waiver costs. 

• Wcllfarc-Related Savings 

On January 27 t Minnesota presented a new elemeht within its budget neutrality 
PI'9IJOsal to the Department. Under this approach, Minnesota estimates the impact 

.. that the current MinnesotaCare has had on the welfare caseload -- that is, welfare 
cases decrease because health' coverage is avallabl~ through au allt:fllativeprogram -­
aud seeks to credit savings from both AFDC cash; payments and Medicaid payments 
to the demonstration.program. The Federal govermnent would therefore inflate the 
without-waiver baseline by the amount of these savings -- in essence assuming that 
MinnesotaCare does not now exist and projecting 'increased Medicaid and welfare . 
payments in the absence of the program. 

M[innesota has projected these savings as $205.6 ~illion over the waiver period' 
($78.7 million AFDC, $126.9 million Medicaid).' HePA's concerns with this . 
approach include the difficulty of projecting tbesesavings, establishing a new 

. precedent for other States, and crediting savings from an alrcady-existing proil"am to 
the demonstration. In addition, applying savings from AFDe cash payments to . 
without-waiver costs is a new concept that not only requires policy deliberation but 
would also have implications for any welfare-reform demonstration the State may 
choose to pursue. 

• Growth Rates 

Minnesota uses a variety of growth rates to projeCt without-waiver spending. Instead 
of using straight historical data, they make several conservative adjustments to various 
eligibility c.8tegories when projecting spending across the demonstration period. , 
HCFA estimates that using the State's. average historical growth rates would increase ' 



without-waiver projections by $195 million. 

HCFA has also analyzed strategies for lowering the State's with-waiver costs by 
redu(:ing peT capita growth rates for the MinnesotaCare program. T'biS adjustment 
could reduce with-waiver costs by $112 million over five years. 

The advantage to ehanging growth rates is that QUI' projection of withoUt-waiver 
spending trends reptesents a best guess at future trends, rather than an estimate of a 
known prosu-am. We may be able to identify special market conditions, or some 
other rationale, for adjusting the trend rates uSed in the State's submission. 

3 
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Ot.her Demonstrations 

On nnotller froiu. HCPA bas recendy reached llJ{.R*menl willi MiJUlCWLa on iLS Long Term 
Care Options progrdIU, au 1115 delllonstLation which will provide integrated acute and lOng 
l\:llU \:i:U"C ~c:rvl(;cs for beneficiaries. who arc dually eligible for Medicare and Medicaid 
through combined capitation payments to the State. This agreement represents a signiticant 
comprotnise between Minnesota and HCF A on payment m~ and budget neutrality issues for 
this demonstration. We anticipate announcing this award in the D&1f fllhlre. 

We have',· also discussed awarding Minnesota a plani:U.ng grant for Phase U of the 
Minnesotat:are program. The State's plans for Phase II C'.ould realize Medicaid savings and 
therefore meet the budget neutrality test. 

We bavE~ looked to the the Long Teno Care Options program and another Medicaid long 
tenn care demonstration on quality assurance for additional Medicaid-related savings. These 
programs will yield only $3:'1 million and $8(KJ,(JOO re.~pectiveIY over Tlve yea~. 

C.onclu.si.uru; 

lUIS approval of the MinnesotaCarc proposal hinges upon establlsllinA a. budget-neulnd 
framew(J,rk for the demonstration. We estimate that the State needs to close a gap of 
approximately $535 million over five years to reach budget neutrality . 

. Oar nnnlysis flnd dialogue with the State have resulted in the options outlined above. We 
intend to work with the State on the premium subsidy proposal for low-income children not 
covered ·i1nder current MinnesotaCare eligibility rues. We believe this approach holds 
promise and represents our best option at this time. We will advise the State of thi~ during 
Ollr meeting today. . 
Tf this proposal dot"s not work out - either for policy reasons or because it does not 
sufficiently· make .ull the ~hol'ltall -- we will tum to the above options. While we would 
recommend. adju~ting the State'~ with waiver proposed growth ra.tes over any other option, 
we do nelt believe this approach wil1 yield ~l)fficient funds on its own. All of the other 
options have serious disadvantages and may establish-uncomfortable precedents tor future. 
States. but we believe that the AdminiRtr3tion may need to c;.b.oose between using one or more 
of these options and dlsapprov Iltt.ll1i.s proposal. 

4 
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. TH E WHITE HQUS E 
. , 

. WASHINGTON 

August. 4, 1994 

MEMORAlWUMFOR'LEON PANETTA 

, FROM:' 

SUBJECT': ' , . Request ~romGovernor Chiles. 

\, . 

'Governor Chiles has asked for a joint meeting early next week 
with you and me. Please ,read below for an update ontlie,waiv,er 
,and p:roposed acti'on st4i!ps., 

Before I couldevencail the' Florida Governor's~D.c. office this 
·morning to sort ,through' your call2w1th BUddY'McKay, the director 
. of the D.C. office called me •. ' She had 'received a: r:eport, on the ' 

Bud¢ly McKay call,and says he is' 'on vacation, he had not rec~i ved 
" an update in almost 10 days.' Certainly thi,sfi ts as 1;:he matter , ' 
was 'in:our General Counsel's'office, approximately 10'days 'ago as 
Joel· Klein at ,Lloyd's directiol1 ,was assisting me in pulling , . 

'Justic::e and HHSt<?gfi!ther.· ..' ", '. . ...., . ' ' 

HHS, .:ru:stice and Florida officials met, al;>out a week ago, ,and' . '. 
Florida was told by all· (and our General 'Counsel concurred to me, 
privately) that. the issue of competitive commission rates for' . 
insuram:e agellt's is not aliowable under the law,. Florida left " 
the ~E!eting, (a) very appreciative of: Justice and in particular" 
Walter Dellinger, and their knowledge and attitude, and, (b,) with 
a reqilel3t by Justice to draw up ,a'n al1;:ernativeqn a "range" for' 
insurande agent commissions. . , 

, ' According. to my ~taff ~ . the indicati~n is that Governor, chile~ is 
. adverse \to the "range" as an opt'ionand has his , health. s1;aff 

prepaJ.:'ing',another, alterna.tive.: ' The"D~ C. director alluded to this 
when shE~ said tome this morning that Florida does not feel HHS' 
an~ probably .ev,en ,Justice willadcep~t, .the alternative being 
wr~tten by Florida. ' , 

Besides the "range," the other alternative' 'available is the "safe' 
harbo:!;," ,concep~the HHS, secJ;etary 'can provide Florida.' Because .. , .::' 
this 'allows' an exception to the law, . the sa·fe harbor concept 'i. . ' 

.very frightening to HHS due, to the onslaught of reqUests ·it might 
create by other state$~ l: agree at this point' with HHS in re'gard' 
to the dangerous'precedent thatwou.ld be set. in allowing a safe' 
harbor. ' , , 

'.' 
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Governor Chiles has, as of ,this morning, aSkE?d fora joint : 
meeting' with you 'and me next:weekoTl Monday eveTling late ,when he 
arrives ,in 'D.C., ,early Tuesday a.m~, or he will stay, over Tuesday' 
evening after his fundraiser for a late meeting that evening' or 
early Wednesday. ' ' 

The D.;C" director volunteered to me'that ,she has' warned Gove'rnor,' 
Chiles that White House schedules next ;week may be ,awful due to , 
health refc;>rm escalation.' In the ,meantime" there is nothing new', 
you and ~'ca~ say to him at this ' point oh the commission issue' 
g i vEm that ( a) ,Justice, HHS and' our, own General Counsel have said' 
it cannot be approved as written and (b):Floridadoesn't ,seem, t'o' 

,'want to move, on the "range'" concept. ' 
, , 

, , , 

I propo:se:" 
, .' 

, 1. ,\'le teli ,Florida we '~annot 'me'et Monday. evening, but we, will 
c:all ,on Monday to confirm'a' time for, Tuesday a.m. (he is 
available until '10:00 a.m. Tu~sda.y). 

or 
( 

We can ,tell them you are booked 'solid, I will 'see him during " 
, OnE~ of his available times. \ . . 

_ i . 

2.I ~1il1.have a meeting tomorrow of HHS, justice, OMB, WH 
General Counsel and my staff to' make ,sure they '(primarily 
HHS) are all, once again fullY,aware of the need to finalize 

, this waiver. 'I will call the meeting w~th the /Stated , 
pu:qjose of being briefed for the meeting with the Gove,rnQr 

, so there is norea$on, for anyone t~ charact'eri~~ the meeting 
, otherWise. " .' J ' , " ' , " 

',' 

3.' 'Y'Ol.ll may need' to ma,kea call to Donna 'Shala'la after ::ny 
,mee:ting listed abc::>ve (2) if, I feelHHS 'needs further 
emphasis placed on the waiver. 

(. , ' 

, , , 

, ' 
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•• lfare &Ad Madie.i 
and tlla ~~~ ..... 

Backargunsl, 

Bano ya:...Shalala involves a chailenqa by AFOCbeneficiaries' 'to one 
el .. en~1: of a California welfare demonstration. project approved ~n 

, ,1992 by the Department of Health and Human S~ice.(OHHS), ' 
, pursuan~ to Section 1115 of the Social Security Act. , On July, 14, 
",1994, the ,Ninth Circuit Court of Appeal;s ,ruled that,/ in approvinq 

,the dellonstration, the Department ha4 not a.tabli.hed, an adequate 
'adminilstrative record. reqardinq' one of th.' waivers of federal law 
related to the demonstration. The court held that because the 
record did'not 'reflect that HHS had taken 'into account public 
comments opposinq this specific' waiver the Depart:Jaent mus,t· .' 
reconsid,er this waiver in light of these objections. On JUly 2.9,' , 
the Administration, decided not to seek further'reviev'of this 
decision .• 

, , , 

~be Clinton Administration's Commit-Gntto stat~I~noyatign 

The Cl.i~ton Administration'is strongly committed tc? reforainq our 
h.alth;care·and welfare systems and to workinv withatatea that' 

. wish to conduct welfare and Medicaid demonstration projects. 
'Since January 1993, HH~ has approved five' health 'care reform, 
waivers and sixteen welfare reform waivers. With this commitment 
in mind, HHS and the Department of Justice carefully reyiewed the 
court's deci8ion in Beno. 

Rationale for' stU! clinton AdministratiOn' s Decision. 

Based on, the facts of this case,' the nature of the court's 
decisil:)n" and a desire to r"emain fully supportive otsta;e health' 
care and: welfare innovationj the Administration believ •• that 
further rev i elf by the court'would not be bene{iclal to the 
oepart.entO 8 Gili ty and di~cretion tc!) support state " 
experi.ent~tion. . 

'. . ~ 
The le9al holdinq is very limited. The decision requires only 
.,that tl!UIDepartment create someada,inistrativerecord to support; 
its decisi~n. Further, the Appeals Court did not reach other ' 
importan.t i •• ue. reqardinq the validity of ,this vaiver that were' 
vigorously arqued by plaintiff. in the lawsuit," and that. would )::Ie 
open for review in a rehearing. In liqht of these , 
consider,ationa, 'the: Administration believe. that :requestinq 
further revie", is, not, ~ppropriate in' this cas,e. ' , , 
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Effect ,QJJ California's Welfare Refon Demonstrations 

ealifoz:'n:la i.cOnducting several velfare reform dem.onstrations'. 
The co~:'s deciaiondoes not requir. California to'discontiriue 
the ASsisJtancepayment Demonstration Project, . the subject of-the .' 
lawsuit.' In ,particular, the deciaion ,h~s' no effect ·on the. " 
waivers~ granted, by' the DHHS tp Californta, tha,t enable vorJcl.nq .. 
recipien1:'$ 'to keep more of' ~eirearninq. and that' parmi t, 110re 
t"o-parelltfa.i~ies to qualify fo;" b41nefit • .- The •• waiverawere -­
not chaljLenlJed in, th'8 lawsuit and .re_in in effect i., Fur.th~t't. the 
decision does not invalidate California ',.- red:uctions'in AlOe' 
benefit...' ' ' . 

,The'deci"ion also'has no ,impact on caiif~rnia's other welfare 
c:lelllonat.:r:iltion project --W,ork Paya Which, includea Cal";'Learn -­
th.t recftived approval.; by MRS this year •. ":. . .'. " 

\ Under thEt court's decision, HHS will be required to -reconsider' 
the pravloualygranted'waiver that ~elates to California'. 
submislliclnof new Medicaic:l stateplana~ the only waiver vacated'., 
by the court . 

. Effecet 011\ S1:at,. WAiyer Demonstrations' 

. The. elint;on Adainiatrationhasfolloved' proc.dur,a c;onsistent 
with tbecourtls holding i~'reviewinq·d .. onstrationpropo'.l. and 

, granting waiver... Thus the, opinion doe. not call' into, question 
other sta.tea" 'waivers that this Adllinistratibn has approvecl. 

Relationehip 1;0 W~lfar@ Reform . 

The court.' s decision has no effect on,' the ACbliniatrat-ton" a . 
welfare reform proposal, the Work and Responsibility Act ,of,'1994, 
which retaina the authority to,provide waivers forwelfar. , 
dQllonatlr:'ationa under section 1115 of the Social SecUrity'Act. 

, , 
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DEPARTMENT OF HEALTH &. HUMAN SERVICES Health Care Financing Administration 

November 4, 1993 

The Administrator 
Washington, D.C. 20201 

NOTE TO C,liROL RASCO 

FROM: Bruce C. Vladeck -' 
Administrator, He I th Care Financing Administration 

SUBJECT:(~n~waiver Proposal -- Sta:tus 

As you 'know, HCFA has been reviewing a proposal from the State of 
Tennessee that would waive Federal Medicaid requirements in order 
to provide coverage to Medicaid eligibles and uninsured in the 
state. While we are making every effort to provide maximum 
flexibility to states as they redesign their health care delivery 
systems, we have been c6ncerned about th~ financing approach, 
beneficia,ry confusion, and the implementation schedule that the 
State has promoted. The State has provided responses to a number 
of our questions about TennCare, most recently on October 29. 
The Governor is pressing for a positive decision right away. 

Last night we laid out for Tennessee the conditions under which 
we would approve a waiver. (Attached is the material we faxed to 
them.) The following are the key features of our offer, along 
with the reac~ions I expect from the State: 

o HCFAOffer: Our approach reflects significant movement on 
our part in three areas since the State's original proposal. 
~e have agreed to (1) provide limited Federal matching funds 
for a new form of Certified Public Expenditures (CPE); (2) 
provide limited Federal matching funds for services provided 
to residents of institutions for mental diseases (IMDs), 
consistent with the Health Security Act, and (3) allow 
certain premium payments by pa~ients who 'would not otherwise 
be eligible for Medicaid to count as the State's share of 
Medicaid costs. We have endeavored to limit the precedent 
these three developments might set in other states, although 
it is probably not pos~ible to eliminate it. 

Expe:cted Reaction: The State should regard the first item 
as a positive development, and will perceive some 
improvement on the second item. 'On the third item, we had 
previously communicated our position to them, but they had 
argued against the very reasonable limitation we had placed 
on them. Our most recent response reiterates our position, 
which they will not regard as progress. 

o HCFA Offer: We clarified to the State that we will not 
provide Federal match for capitation payments for 
individuals who are eligible for TennCare but not enrolled 
in the program. However, I should note that we are prepared 
to match the costs. of uncompensated care (similar to 
disproportionate share payments) to the extent that these 
are actual State cash expenditures that account for costs 
borne by participating providers. 
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Expected Reaction: As we discussed in our meeting the other 
day, the State's latest proposal suggests that they may 
regard this a new and significant restriction, even though 
it should have been obvious to them. based on all our 
previous statements. Tennessee may be interested in our 
alternative, but may have difficulty raising the State 
resources to support this approach. 

o HCFA Offer: Rather than dictating ~n implementation date to 
the State, we outlined for them the process we would require 
prior to implementation. In addition, we will require them 
to repeat the enrollment/plan selection process after 
contracts with providers have been signed and approved by 
HCFA .. 

Expected Reaction: We are mildly optimistic that the State 
will react posi~ively to this approach. 

o HCFA Offer: We had previously argued that Tennessee must 
increase the capitation rate to providers because it is not 
adequate to ensure access and quality of care. (This is the 
core issue that has prompted 100-200 letters to us per day 
from Tennessee physicians.) In our new approach, we agree 
that HCFA should not be in the position of dictating 
Medicaid rates to states (a position with which we were 
never entirely comfortable), but we require that the State 
be able to assure access and monitoi quality in the TennCare 
program. 

Expected Reaction: Should be positive. 

Finally, :Lt is important to note that, even if Tennessee concurs 
with all of our conditions, the State still has a shortfall of 
funds for the program. Estimates of the magnitude of the 
shortfall can vary widely depending upon assumptions about the 
number of enrollees, treatment of CPE, capitation rates, and the 
need for imy supplemental pools, but it is in the range of $100-
$350 milli9n per year. 

The State will probably view the limitations that we have liited 
as significant. Nevertheless, these limitations are essential to 
assure that we maintain the current percentage shares of 
financing borne by the Federal and State governments and to 
protect b~neficiaries during the transition. 

We are prE!paring additional background documents and talking 
points on these issues for you to share with your colleagues. 

cc: Kevin Thurm 



HCFA POSITION ON TENNCARE ISSUES 

The following provides details of our position on TennCare financing. These details reflect 
our longstanding view that we may only match allowable costs, rather than the originally­
proposed bjlock grant approach. We also provide further specification of our matching 
policy for c(~rtified public expenditures. In addition, we provide additional clarification on 
several non-financing issues. 

Financing'J1;sues 

o We wi]] provide Federal Financial Participation (FFP) at the applicable 
Federal medical assistance percentage (FMAP) for the actual capitation 
payments made by the State to the Managed Care Organizations (MCOs) for 
each TennCare enrollee. 

o We will provide FFP at the applicable FMAP for actual expenditures certified 
by public hospitals for TennCare enrollees only to the extent that the public 
hospital is able to document that it has an actual expenditure for providing 
service to a TennCare enrollee which exceeds the amount paid to that 
hospital from the MCO for the cost of providing the service to that TennCare 
enrollee. 

o These public hospital expenditures will be matched on an as-incurred basis, 
not paid as an add-on to the capitation rates. 

o We will provide FFP at the applicable FMAP for actual expenditures for 
providing services to a TennCare enrollee residing in an IMD for the first 30 
days of an inpatient episode, subject to an aggregate annual limit of 60 days. 

o We will provide FFP at the applicable matching rates (FMAP and 
administrative rates) for the actual ongoing non-TennCare costs (i.e. long­
term care, HCBS waivers, Medicare cost sharing, administration) of the 
Medicaid program. 

o We will provide FFP for supplemental pools only to the extent that FFP 
matches actual State cash expenditures to account for costs borne by 
participating providers. 

o Premium revenues must be offset on an individual by individual basis, not in 
the aggregate, as the State has proposed. Any premium payments paid by an 
individual TennCare enrollee in excess of the State share of the State's 
capitation payment made to the MCO on behalf of that individual TennCare 
enrollee must be offset in full against the otherwise allowable Federal share 
of the State's capitation payment made to the MCO for that individual 
TennCare enrollee. 
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Non-financing Issues 

o We are prepared to accept the State's assurances as to the adequacy of its 
capitation rates. At the same time, we will require close monitoring of access, 
patient satisfaction, and quaJity of care. In' order to verify that there is 
sufficient access to care throughout the State, we must have sufficient time for 
HCFA review and approval of MCO contracts, as appropriate, after approval 
of the waiver but prior to the implementation of the TennCare program. In 
addition, the State will provide copies of subcontracts between the MCOs and 
providers if required by HCFA for its review. 

o Substantial changes have been made in the TennCare project, from 
agreements reached in our discussions and actions taken by the State. To 
confirm our mutual understanding of the actual program for which waivers 
may be granted, an updated description of the TennCare program is 
necessary. In addition to covering eligibility, benefits, and service delivery 
provisions, a revised financing proposal must clearly delineate the sources and 
sufficiency of State funding to support TennCare. Prior to implementation, 
the State must provide satisfactory assurance to HCFA that it has adequate 
State resources to support the program as revised. 

o Once the final configuration of the proposal is clear, we will develop the 
budget cap that is customary in demonstration projects to address the growth 
rate in Federal spending related to TennCare. 

o The State will establish an implementation date that provides sufficient time 
for the State to arrange MCO contracts, assure the adequacy of MCO­
provider networks, set up systems, and complete administrative provisions. 
It must allow time for HCFA to conduct appropriate pre-implementation 
review, and for corrective actions by the State if appropriate. 

o The State will repeat the enrollment/plan .selection process after contracts 
with MCOs and providers have been signed. 



MEMORANDUM FOR CAROL RASCO 

FROM: Kclthi Way 

Unlikely ,as it may seem, I think we have concluded the 
discussions with, NGA on establishment of guidelines fo'r state 
waivers for demonstration. The final draft of the document' gives 
states bonsiderable flexibility to demonstrate new approaches for 
deliver~r of welfare and health care services to constituents. 
The charlges regarding state flexibility are most apparent in the 
following areas, duration, evaluation, and cost neutrality. HHS 
has agrE~ed to consider a longer duration for waivers and 
specifi~d thei~ intent to work with states to gain legislati~e 
approval for permanent change when demonstrations prove 
successful. HHS has agreed that the requirements for a control 
group do not easily apply to h~alth car~ demonstrations and are 
not the only means by which welfare reform demonstrations can be 
evalua.tE~d. Finally, HHS has agreed to consider cost neutrality 
over t:hB live of'the waiver rather than on a year.,..by-year basis. 

I believe HHS is sincerely committed to a more timely review 
of sta.tE~ requests henceforth; but currently there is a backlog 
that is of some concern. The combination of administrative staff 
changes and work on an "improved" waiver process has slowed 
considerably HHS's turnaround time. To'ease concerns in the 
states that are certain to show during the annual NGA meeting, I 
have asked HHS to prepare letters for each of the Governors with 
a waiver request pending. That letter would clearly state the 
status of the request and express the intention to deal with the 
issues quickly. In addition, John Monahan is preparing a 2-3 
page document by beginning of next ,week: to detail for us the 
status of each state's pending waiver. 

'I'h'~re is one remaining issue that could not be resolved with 
NGA. Currently, the use of managed care HMOs for medicaid 
recipients requires the HMO have no more than 75% of the 
membership from medicaid recipients. States are allowed a one 
time \\1aiver from that requirement to allow HMOs to solicit 
additional membership to meet the requirement. NGA has requested 
relief from that requirement in total. ,Frankly, neither NGA nor 
HHS has another suggestion for determining quality. I have to 
t,ell you that I have questions about the ability of states to ensure 



quality for HMO recipients when the portion of medicaid 
recipients gets close to 100%. HHS has embarked on a test to 
assess qiuali ty in a different manner but the results are 2-3 
years away. Neither John nor I can move Carlon this issue .. I 
thought I might call Ray next week to seek his thoughts. Any 
suggestions you have would be appreciated. 

Finally, I believe NGA will spend some amount of time 
speaking positively about the working relationship with the new 
ad~inistration at the NGA meeting. I will stay in touch with 
Carl ove:r the next week to assure there is no slippage on this 
issue. ~I\.lso, I will forward to you a copy of the letter. to 
states w:lth outstanding waiver requests and a copy of John's 
letter tC) Governors as I receive them. Call me if you need 
additional information. 
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MEMORANDUM 

.To~ CMol Rasco 

'From: I:)aVid?WOOd 

. Re: AFIDC and Medicaid Waivers 

Date: !.I.[ay 21, 1993 

. I wanted to provide you with a brief update on Waivers prior to your meeting with the 
NGA. ·We had a meeting with ACF and HCFA people in an attempt to hammer out a 
.cooslstel1[ waiver policy for all of HHS. We had before us the ACF draft which you 
have and some preliminary drafts of HCFA. Although APDC a.~d Medicaid waivers 
often g';;l to different agcncit;:;s, and Ilthough there is little indication that states are 
unhappy with the AFDC/ ACF waiver process) many in the department expressed 
concern that any changes/clarification in the AFDC waiver process would immediately 
be interpreted as indicating the direction that Medicaid will go as well, and might be 
misinterpreted. As you know HCFA folks have been meeting with NGA representatives 
in an effort to significantly in'prove the Medicaid 1115 .Dcmonstration waiver process. 
We do not want to create any concern or confusion reg\tfding these negotiations. 

If we IN forward with a letter to the Governors. we have tentatively decided. to send 
only on.~ letter to each Governor which discusses both types of waiVctS. It may come 
,from thl~ Secretary Qr the President depending on your preferences. Initially there were 
signlflCilllt areas of agreement, but some areas of disagreement betWeen ACF and HCF A 

I remain. But we did reach a loose consensus. I am coq.fident that we can reach a joint 
position within the Department next week_ Given the President's and your strong 
interest in this issue, I thiitk it would be prudent to discuss this issue with you sometime 
soon to be certain you are comfortable with the direction we are movin~. 

In th(~ rlleantime, the question arises as to what you should say to the Governors. The 
talking points below point to the broad consensus that is emerging h~e. My own 

. prefeJ:ence is tha.t you not get too specific. We have not fully cleared these either 
internally oor with you and the President. But this gives some indication of how far you 
could g~) if you are comforl.able with the ideas. 

o The Adm.inistration has been engaged in very pn:)ductive negotiations wiLh Lhe 
NGA. We expect to have a waiver policy complete in the next few weeks. While 
~here are still details to be worked out, and you would Hke to avoid getting into 
~pecifics, you can say a few things. . 

o l:1irst, we are establishing a very different relationship between the states and 
federal government, one of greater trust, more infonnation sharing, and better 

IiJ 002. 
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service. 

o We are absolutely committed to makinl! the Medicaid 1115 waiver process faster, 
more straightforward, and more friendly. We believe we can dramatically 
1inprove things. 

o States need to understand. that the legislation and the legislative history make very 
clear that 1115 waiver authority is for demonstrations, not simply a mechanism, 
for increasin& state flexibility. (Demonstrations are typically designed LO lesL 
sj)ecifJ.C new ideas foX" a specified period of time.) The Congress is very concerned 
tfuU waivers be granted for genuine demon3tration3 of new idcat3 l not as a device 
w aVOid. rules and. projections legislated by the Congress. If Congress perceives 
that 1115 waivers are being abused, we could easily lose this waiver authority. 

{) The President has indicated that demonstration!; need to be careful1y evaluated. 
That is, afte.f all, the ~oal of demonstrations. Still we will not have rigid rules 
requiring a parti.cl.11ar type of ovaluation strategy in all cases. We will seek 
evaluation strategies that are approprtate to the demonstration. 

o Oost neutrality remains an objective and expectation, but it will likely be applied 
over the life of the demonstration. 

·0 States should be aware mat health and welfare reform are 11kely to establish new 
stl.tutory and fiscal relationships between the states and the federal government. 
Some states may wish to wait until the central elements of these plans emerjl;e 
before moving forward with major new demonstration!/.. The administr,atioll is 
strongly supportive of state initiatives and will, or' course, continue to evaluate and 
grant waivers under the: curr~nt authority. 

I hope thi.s is of use. I'll talk to you soon. I can be reached at home this weekend at 

I4l 003 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 ! , 

THE DEPUTY DIRECTOR 

July 14, 1993 

MEMORANDUM FOR LEON PANETTA 

FROM: Alice M. Rivlin ~ ~if 

SUBJECT: Status of State of Hawaii Request for a Medicaid Waiver 

OMB haS advised the Health Care Financing Administration and the Executive 
Secretary of 1the Department of Health and Human Servi~ that we have no concerns about 
HHS' intent to approve a 5-year Medicaid demonstration for the State of Hawaii. (This 
became my call because Nancy-Ann is recused.) 

Under the proposed "Health QUEST" demonstration, Hawaii plans to expand 
Medicaid eligibility to individuals whose income is at or below 300 percent of poverty· and to 
provide their care' through capitated, managed care plans. The demonstration would be 
conduced Statewide and is scheduled to begin April 1, 1994. 

If Health QUEST is approved, Hawaii will be the second'State to receive Federal 
approval to undert:3.k:e health care reform that results in near universal coverage. The 
Administration approved demonstration waivers for Oregon in March that will extend 
coverage tlO those under the poverty line, as well as those employed. Other States have also 
expressed interest in substantial reform of health care coverage. Kentucky and Tennessee 
recently submitted demonstration requests to HHS and proposals are expected soon from 
Florida, Minnesota, Vermont, and Washington. 

OUf position on Hawaii's Health QUEST is based on the understanding that Hawaii 
has agreed to certain "budget neutrality" requirements that would place annual limits on 
Federal Medicaid costs under the demonstration. These annual limits are designed to ensure 
that Feder:al costs do not exceed what would have been spent in the absence of the 
demonstration. Hawaii has agreed to conform its demonstration to any national health 
reforms that may be enacted. 

"j. 

cc: Carol RascO I 
Ira :Magaziner 
David Kleinberg 
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TO: Mack McLarty 

R'oy Neel 
Nancy Hernreich 

FROM: Carol H. Rasco~ 
SUBJ: TI:mnessee 

DATE: November 3, 1993 

I have now spoken to the two people at HHS with whom the Governor 
AND his officials continue to speak jus~ as there are three to 
four of llS here called daily by the Governor. After piecing all 
parts to(;Jether it appears f~irly clear to me that 

1. Despite the calls here to us that have stated that HHS had 
not call.~d Tenn. since the Friday submission of a revision, two 
officials of HCFA spoke both on Monday artd Tuesday to Manning 
(financial person in Tenn. heading up this effort for the 
Governor and the person the Gov. has repeatedly told me with whom 
to work) with updates from the HCFA side and Manning working on 
the TennE!ssee side. Manning continues to tell Bruce at HCFA that 
he can't control the Governor and his calls up here. 

2. John Monahan of Intergovernmental at HHS talked with the 
GOVERNOR on Monday evening, and they exchanged calls again 
yesterday. John will be calling the Governor as usual today. 

3. Botb)m line to date: We have games being played here from 
Tennessee, and the concern at HHS is that with the promise of an 
appointmEmt with the President, Tenn. may be instructed by the 
Governorl's office to hold on any final deal until the President 
tells thE!m indeed they have to raise more money and. phase in the 
program. However, HHS will continue to push on Tenn. as HHS 
knows we can't continue to refuse an appt. for the Gov. 

4. Bottc)m line overall: I do believe w~ can't hold off the 
Governor much longer from the President, and I have told HHS to 
be prepared to see that meeting happen early next week and to 
start an iterative .set of briefing notes. for use with the 
President: in preparation for the meeting: so that we will have the 
most up t:o date information possible for' him to use. 

Finally, I FIRMLY believe Secretary Shalala MUST be in the 
meeting t:he President has with the Governor. I also should be 
there. Rationale? The President must be prepared to firmly back 
the depar'tment in their conditions for Tenn.' s waiver. ~ . more 
money in hard cash on the table and an elongated phase in. 
Without these two items as the plan currently stands; the harm to 
overall health care reform will be very serious. The press will 
be watching this waiver not only at the time of a decision but 
throughout its implementation which will:parallel the 
Congressional debate. 
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. THE, WHITE, HOUS:E,' . .... , . 

: Ncivenibe~ 8,' 1993' 
" :,' ~ " .' .. 'j.' 

. ~, " ,.,' . : ' ' , 

t1EETING WiTH: GOVERNOR MCWHE,RTER' 
! ,. 

DATE: November 8:~ 1993" 
LOCATION: 'Ova10ffice ,.' 

TIME: 4:20': " 
FROM: Carol, H ~' Rasco,' 

, , 

" ," , " 

~.-:;--'~ ::,_ .. ,-';'" -, 

I. PURPOSE' 

'II ~ 

, .," "I" " " 
You will meet with Governor McWherter at his inSistence 
to discuss his pending Medicaid waiver,,' TeQnCare.' He 
dOE!S·not·'want: HHS' or HCFA inc:iiviCjuals present 'and has· 
stilted ~epec:I'~~dlY; ,'to me that· if' the presiden~, tells,' him' 
he· has to; do what HCFA has d:f:r~cted in:'ord~,rt'o· ha.ve;. " 

" thE!;w~ive.r,' appiove;ci.. ~' more: mO,ney 'and, ',~, delaY~,clt~m.~I~ne 
... t;hen. tie wi'll.acceptthose· .facts ~" . We haVE;!' delayed' ;., 
~l):ls 'meeting', as . long.' as w~po~S·±bly. could:'·,", ,.,.' ,:; , 

. ~ ',' \". • t. , • ' '" 

BA(~KG~OUN8:,'·: ,,:,': -.; " :,' . 
, o. ..:.' ~, '., ~ • , ;",~v., : ,'. - .... :';:-1," ~ ":, • ",.'. ". ~ .:: l' 

'l'ei1I1Cat~~as, subirii tted "1:0 I*ils', on' J,une" ,16,' 19,93.,;, ; This':' 
. pr()pos~~:: ~,o:· eove)!' : Me~.;:ca:Ld: .clients; ,'as ";";eli, . !!lS'> the;: ~::", <~ .' 
\lln:lns~re:d ,Up' to: a: ,cert~in 'perc.en,tage, of' poverty: was,::~:' ~ . 
die l:iig ned', byi, TennEu:;see,' a$:they, bi;!gan::'.to· ,fa,qe::, thE{'suns~t .. ,'" '" 
cli;l1C~, of: Apr:iI ,:C,,:199'4::'of: 'thE;!i:r' provi,ClE!l:: '. t.~x.::Wn.1,C}1:;hasrr-: '" 
sLl:l0~~c'(theintt9,9r~~te;:' orie,,·.:o~:tl'ie' .most.' gene,tolls';;., ..•. ;', ',',.: 
Medi'caid;program$, ·in 'the': qountry,. '" ·Withou1::,.the provider' 
taji',~tll,ey(.f~pe .~~r;o.u~,: .. 9utb~,c~s "in.>th~ ~r<?gram .. ,'-. ",., , ' 

, . .;.' .'~ :.,:··.· .. <.,.,'·.':<:.:\I~~\ I;' ::~:' ;.~>," . "~'~ ;:.,~.<':~"' ... ·~;···I...,~ " >~' > ,,';: " '> ,j~, .', ".:, ,~.'.~ .·:::,::'L 
',: La-te ; 'in', ',ther: summer, HHS:' t61d':~Tenriessee::.theywo'uld~ meet·' a',·· 

,t " 

~" ,.. ~ ". ',,,. ; ',; "d.,: '~ '.-: • "'.' ., ... ,' ,".",\ ~. " '. ;.:. ,~,~'" .• ,,' -, ~ {.'", '.' " 

" ,~elf,,:-imposed Septemb~r'1'7 dec;~io.n~.c;i~te~,,'·'J'pcltdpte'···: " ,", 
, ..pa!:Jse<I,' 1:>,\11:' :"WQ:r~: ccint~h{ied;' ~~t\.i.e~ll: [!itF.~r.·~n~;~ TE!~~~'~~e,~f:;~::, 
.. of:ficials· •.. ,Governor. McW1)erter ca~e.'tQ~see'. Secretar~r·}/, ... : . 

.. ' Shaialaand. mys~lfin(Hyidtiaily aDout",:J'ttil:'ee~', \ti~eks;,ago~>::'·' " 
Wo:tk, 'has continuect in' good.:, fa! th between.,· Tennessee, and., .• 

. ,., . . ' . . " ", .' " . ',' " ' , 1" • .' '. " . ". '. • .', 

HC]Pf\" sin¢~ :"tha,~ . time;' ~ ttached' is,tl)~ 'la:t~st;: status. . 
rejpor~, . from HCFA:~ " Late ,F:r;id~y ev~ning, the.'~hief .... ,' , 
fina.riciai off,iper in Tennessee,' Mr .. 'Manriing,; with .. whom 
we have~ all' been: wqrking'¢ONFtDENT;IALLY told, Kathi' Way: .' 
of 'my staff. that he wanted us: 'to be aw~re tha.t'Bruce, 
VI;adeck'ofHCFI\' has been working. in' total gdqd faith'. 
the last three weeks' and'. that" vlaqeck/Manning are in " . 
agreement on the,firiancing; but the 'Governor will still 
seek to have you as PresidEmt interVene. . 

. .... " .. ' , ' . 'i .".' 
A set of, the mos,t expec:ted: questions/requests from 
Governor McWher,ter will be preparsd. by' the, time of, the 
meeting based on the latest negot±ations. 



The most critical point to keep in mind is that this 
meeting must not be seen by the Governor as one in 
which he came in and got the final approval and/or 
(::hanges in the conditions: that is the job of HHS. If 
he does see it as a meeting in which he gets you to 
make changes, you are opening the:door for other states 
to stop their work with HHS/HCFA and come directly to 
you. 

Senators Sasser and Mathews have both expressed 
interest in the waiver to HHS, and I had a lengthy 
conversation with Mathews by phone recently. He 
reminded me of his support and th~t of the Governor for 
you. I have also had a call from;Congressman Dingell 
who reminded me of his sub-committee's watchful eye on 
this waiver as well as other Medicaid plans used by 
:states and the fact that approval of the TennCare 
wa.i ver will prompt an immediate investigation into the 
approval; he indicated he understood the Secretary of 
HHS was being pressured by the White House to approve 
the waiver. ~ assured him the White House expected HHS 
with whom the authority rests-to grant waivers to 
re,view the applicable laws and regulations in 
evaluating any waiver. 

III. PARTICIPANTS 

President Clinton 
PClssibly Vice-President Gore 
GClvernor McWherter: We have not been notified by his office. 
aSI to anyone accompanying him. 
Cstrol Rasco 

IV. PHESS PLAN 

Nc) press coverage. 

V.· SEQUENCE OF EVENTS 

Gc)vernor McWherter will want to present his case 
rE~futing the HCFA demands on cash· and redoing the 
erlrollment of clients. He should be allowed to talk 
ar.ld then you will need to firmly tell him that in order 
te) carry out the federal responsibility to cover the 
clients and preserve the integrity of health care' 
reform overall he must meet the necessary match 
requirements as well as provide an orderly move into 
the program. 

VI • RI<:MARKS 

N~)ne required. 
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NME: TO CAROL RASCO ' €8NFIDENT\AL'i..> 
laOMI Iraee C. Vladeck 

Adm1n!&trato~, H. rinanclna Admin1stratlon 

SUBJ'ECT: Tenn.CA~ Waiver PropO!\1.t11 - - 9t6tU:l 

,As ~'ou know, H(:!rA haa been reviewing a proDosal trom the State Of 
Tenn ••••• that would waivQ VQdQ~&lMadleald requirQMQn~R in orael' 
to ~ov.lcl. t:Qve.r:.qe t..o !Wdigilid ellgikJlo';'ana unJ.neu&"Clcl in t:.hI! 
st.at:.. rn.r.ilo wG .fIIr':' IQIkLmJ .v.r:y offort t.o provJ.d9 ma".f.1l11il1l 
fl.w1bL11ty to at.tea •• they red •• ign th.1r hoalCh cara d.l!v.~ 
gyg~9QI, wahsv. b.en oonoern.d about ~h. tinanoing approach, 
benoiiciary .contUr::I.t.Dn, "net thaimplal'lent3tiOn eehlKlula 'that;. the 
at.at. h •• pz;QmQted. The State h •• prov1dQd ror:pont;./;/v t.o • nuttl..l:)Qr 
of our que.tien. bbQut 'l'c:nnCo,s-c:, ~.t Z'ec.nt.ly onOetQb91O 21). ' 
The GovernDr is p~~aaift9 fo~ Q po~1tive deeio1cn~ight Away. 

Laet, ~'qh~ we J.ailit QUl;. for Tennessee 'the cOl\~1t10fte un4er Wh10h 
we wo~ld approve a waiver. (Attacfie4 11 the ma'.rlal we f.we~ ~o 
th~.l Th. following are 'the key teacur •• Df eur otter, along 
with, tne reaction. l .• xpect frQm the S~.t.; 

o HS:{6 olter: our approacn reflecta slgnlt1cant. movement. on 
our par~ In tnree areas Slnce ene s~a~e's orlqlnal propOSAl, 
w. have aqre8d to (l)provIQe 11m1t.~ ~.d.r&l ma~chlnq tunas 
for a new ~O~ Q~ C.~lf!eQ P~b11~ ixpend~ture. (~P!)i ca) 
provide limited FederAl matChing funds fo~ •• rvic •• p~ov14ed 
to residents of institutions tor mental disea.e. (INDA), . 
con;!stent with the Health seeurlty;Aot, 8hd (3) 8110w 
Cgrtain premlum payment.s by p&t1ent.8 who would. not othe1'Wlse 
be ellqible for M8Q1oaid to count as the State's share of 
Medlc:cid co.tIi. w. have endaa.vo,red;. to l1m1t the preoedent 
t~e.e th~e dev&lopmtntl mi9h~ &8t in Qthvr it.tV., althougb 
it 18 pro~ah~y not pos91~1. to .11~n.tQ it. . 

Expected Reactions The state should reqard the rlrst item 
a. & positive development, and will'pero9ive 80m. 
1mprovemen~ on ~n ••• eon4 Item. On:tne third 1tea, we hAd 
previously eommun1cated ou~ position to th.m~ bu~ they had 
argued agalnst the vary r6AI~nabla li~tat1o~ we haa p16C.~ 
QR them. OUt' most. J."lfdent. rl!~ponsere.i.til'rl!.t.e. eur.pe.UfL'!llft, 
which they will not re9ar4 as proqr •••• 

o HeFA 9f ,.; % fl7. C!laa:Hl~ l;.c thQ Stato tollat. W/i will. no; 
providA Fed.ral M4teh £~ c.p~~.~'Qn F~yment8 tor 
Indlv1uuals who are eligible for ~on~e.~o but. not .~ollg4 
in the progr&m. KOwey.~, I .hOuld nota ~hat we are pr.paZ'ed 
to m~~h thM go.~. of uftaomp.a •• t.4,~a~ (ei~lar to 
d1.prcpor~ionet~ .h.~. payments) to ~heeH~ent ehat th ••• 
iil:r:'D ~Qtua.l Sta~e cash eKpendit.u.rel5 that lS=ecumt fer ClOOt:.D 
born. by p.~tiol~t£nv proY~Qers. 
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. CONFI8ENTIAt'W 
lXQ9ct§d aeaet~aAl As we d1beu •• e~ 1n g~~ meQ~ln; tbe o~ner 
~.Y, th9 SCate'e latelt propOISl .u;~ •• ts tnat tn.y may 
rQgard this & new ana !1gntfleant r~!t~1~~lon, .~n thC~9h 
it 8h6uld havG ~sen o~v1ouv ~O. th.m~a&ea on ell our 
previous sta.t.eJJl.entS. Tenn ••• ea maY'be .1ntttres't9!l"l.n our 
alt&~at£ve, but ~ay haVA dlt~tculty tciainq the State 
reSOurces to BUPPQrt this approaah. 

o HCFA Off~~: ~.tb8~ tnan dlcta~lnq an 1mpleme~tatlon date to 
the Stater we outlinQd fo~ them theprooe9s we would requ!re 
crlor to 1Mplementation. tn addition, ~e will requ1re them 
to repeat the en~Cll~.nt/plan 5$19ctlon prooess afte~ 
contracts wleh prov1CUtre havo been • .i.!iJn~a. and approved by 
HerA. 

+ • 

ExPOgte~ Rt06tioD: W~ are ml1dly optimistic th4~ the Sta~@ 
will raaee POSitively to thi. approach. 

HCFA Qft9r: We hao ~r@Yiou91y arg~.d that Tennes •• e ~.t 
in=~.aQ~ thg capit~tlon rat@ ~o provider •. b.C4~le ic is not 
ado({\J.ai;.w to Qncure <'iee9 .. and lIU&iity e£ caret. {'rhi • .i& the 
eor. LC8U8 ~h.t na~ p~omptaQ 100-200 letters ~o us ~6~ ~IY 
from T6nn ••••• phy5~~ian£.) r~ o~~ :new ap~o8ch, We' a~. 
tha~ HeFA ah6Uld not be in thg p~.ltion ot dictating 
Modlca1d ratee to stat •• ta pa8~tion w1~h WAlch W9 were 
n.ver en~lroly OO~fort4bleil b~two r~~r8 th~~ tha &Cat~ 
be 0~1. to ~ssu~a aooeoe A~4 ~on~~or qu.li~y in the TonnCare 
program. 

Exp.qttQ "O';tiqni Should~. po~ltiva. 

FineJ.ly, it. 115 ililport.ant to noee th!1t, e'lrl!!l!n if IfennC:::I;III;t. c::on~u.t:8 
Wlt.f\ all of our c;:onc;Utlons, l:ne st.ate still ho. ca lIIhortflill of 
lurla~1 tor the pZ'oqram. IBt.11r~at.es ot t.ne magnltuJ;te I;If tho 
shOrt.tall ca.n vary 'Widely dwpemUni upon 41sumptlonl!l about the 
tI\UIlD~'r ot enrOlleel, tre~1;.IIoat of et2!:, caplta~10n rat:ea, and. the 
need tor ~ny 8UpplemQ~tal pOOla r but ~~ 1& jn th@ ranqe ot $10D-
$350 mll1ion per yaar. . 

Tn. State 0;.;111 prObably vieW' tl'lEJ 11mlta'tlon6 tna"t we nave Hst.ea 
as 11qnlUQant. Neverth.eles., these lim~t~t.ions a~8 .,asen'tlal 'to 
llS8ure'that Wg ma1ntain the cur~nt perc.ntag9 .hare~ or 
tinanc~ng borne by the Federal and State governmenta and to 
p~oteot. benet!eil1ri.,. during the:cranlltion. 

, 

Wu ~re prepa~!ng lld~1tional back9round documents and tAlking 
poi~tl on tnese iS5Ue! for y~~ tQ 5h&r9 with your cOl1eaguea. 
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The followina provid~. details of our position (lD TtDDCUC mwaaing. These d.tJili ~.neet 
our 10'l1jJsumdini view 'that w= m3y OJlly snatch allowabJa oo.itEt T.ltb~ tbatk the Or.lgLDally­
prgpoxd block grant apptwoh. We Rho poridc furrh",r spHiBcation ,0£ OW'ma.tcIililC 
poJicy f()r eert,ifietl pUbl!<l eJq)eJlt11mres. In addl'to~ we prov.lde addidonal clarification on 
leveralnon.finanoing isJua;. ' 

\ 

l, We wtu prQ\ide Federal firlandal Pa.nk:.Ipauon (Ff'P) lit the. appliMble 
Fed¢fI\l mc:d:iul assistance percentage ~) fot the aetna) c:apitation 
payments made by the State 10 the Managed Care Or,aniuticm' (MCOs) for 
each Te1iACare enr~lae. 

o We will proVide m Jtth~ appli~le f'MAl'! tor Bctual ~llQitl:l.rC'$ cetUfied 
by publle bospitals for Te.nnC4r. enrollee& ciI1Jy to the:. ateDt that me publJc 
huspital is able to d(X:WJlent that it bas aJi actUal expenditure for providing 
SlllVioa to a. TennCare enrollee which e.Eeeds the amount paid to thllt 
ho&pital £ron\ thf MCO for the eo&t of pJ"O\'.id'm.s the eorYiee to thllt Te.DuCare 
enrolleo. 

~) Th~ public hospital ape.nditule5 will be matched on aD 8s-incu.rred baRs, 
not paid Ai ao add..ou to the c:::apitatiOll rates. 

I) We-will provide F):P at the applicable Fl'4AP for ~aJ ~ditu2'C$ lor 
, provtdlng services to a TeDnCue enrollee reafdw8 in an 1MD tor lbe fiI6t :K) 
days of au inpatieni epiaocic! subfect to an awegate annual limit of 60 dayt. 

<) . W. will provide FFP at the e:ppU~16 matohbJ& fatal; (FMAP ancl 
Ddmiuistr4tWl!I rate&) for the a~ oDgQing Dc:m-l'eJUlClllCl CXl8t:; (i.e. 10D8· 
tom care. HCBS waM:::r!, Med1cBre cost shartng. administration) of the 
Medioaid pro~am. . 

'Cl w~ will prov.id, fFP for ""'pplGle:DtaJ poole only to the, extent tb~t FFP 
matches actual State casb expenc.UQllU' to ~o.lIt for casts bome' by 
partJojpating proviacn.. . 

.0 ' Premium rm-'emles must be a££t4t on an individual by individual basis. not in 
Ole .'l.!Jf6~ .. te. as tlao Slatehu ploposad. Any pnm.ium p·a.Y=CD.UI paid by an 
individual TCDllCiro ~roUa:; i;t ~ of the State sbUt of the Sta~'a 
capJtAtiOD payment made to the MCO on behalf of that iad.Mdual T8nnC1re 
enrollee mU6t b. 'lfiKt in full 11£llut the otherwise allowable Federal $laare 
of the Sta~'i eapitttian payD1eDf made tb the MCO for that indMdual 
T .nnCare elU'l:lllcc. . 



TO 

CONFIDENTIAL ~ 

Npn-firumcJg IaYB 

Q W" are prepared to accept the StlM', UlUruce. 85. to the adequacy of its 
capitation latrs. At the wne t:inte, W6 will requi~e dOle momtorlD.r af. access. 
pati.ot satisfaction, and quality of care.. 11'1. C).l'del' to 'Verify that there iJ 
m£ficicnt ace,," to ~J'; tluvvghout tbe Sta~ we DlUst ha~ ~fticieDt time for 
HerA t~ and approval otMCO OOD1ra~ u approprlatet anal approval 
of tlt~ wai"'er but prior to the implemc:atation of m:. TellDCar. program. 1ft 

. adrliti.:m, the Sta~ will provide copies of All;N;oDU'aets berween tbeMCOund 
prO'liders jf JVq'Uit'ed by HCPA for ita rt\liew. 

() SubliaJltial chaDges have been made In. the Teuo.Care proJeet from 
a. .... eement9 reaehed ill auI diseussicms And aetions takeuby the State, To 
ccmfirm our mutual understaJldJng of lhe actual proaram for whioh waivers . 
D1ay be gralll1HJ. an \lpdated dtlQripiiOftbf the TennCa:ro prgsram j, 

necessary. In additiao- to COVCr1n! clipbility. beD.fnll, and :servic;e deli'lfeJ')' 
PI'O\1Jfa:n~ B l'eY1sedfiDanciug propos.alillust clearlY del1Deate tb6lOur~ and 
lIuffWienC"f of State fund.b1g,to support TeD!JCare. Prior to impltme.Dtatiao. 
th~ St4te must pravid.e aatisfactmy allllta.nce to HeF A Ibat it hu adequate 
State T91OOu.rcec to euppon the PI'OlI'8lll a& r~viNd. 

(l Once. the UDal eODtiguradon of th. propoNl il Clear, we will 4evekJp the 
budget cap that is euatDlnaJl' 1D demonsttaUon projects to .;dress tht armrth 
rate in Federal apeftding related 10 TennCare. 

(J The Stat.:: wi'll c:ltabliah an implcm~ntatiOD dA~ ibat p~dos suifioieDt time 
for Ute Staw to analll' MOO eoacracts, ,usnr! the adeq\I~ of MOO· 
provider networks,. stt up system. and tolDp~tO administrative provWons. 
It must allow time for HCFA ., coudud appl'llpriale pn-implementauOll 
review, bd for <:onectiye aotion& 'by IhQ Sla'. if approptltte. 

() - The State w111 repeat (be enrolllnontlplaD seleetkln proaes& after CODtrac;U 
with MCOs ~Dd pfO\liders have been gi2ueit . 
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1'he Honomble Donna ShaJaJa 
Secrc:wy of Health and Human. Servia:s 
200 Indepen.dcnceAveou.e, SW 
Washington. DC 20201 

Dear Secmary ShaJala.: 

We ale writing to express our mong co~c::cm about the apparmt bn:akdown in the 
consultation procas betWeen the Depamnent and GovcmolS regarding issues of cOncern to 
scateS in the Med.icUd. program. Earlier this .... eek. we we.rc informed by the pless that Bruc::c 
Vlaclec:k had. annou.nced during a speech. that the Adminimm:1on was preparing to institute a 
fed.erally-mancbtcd. puhlic notice requirement for Medi.caid. w.Uvas and. for 1115(a) research 
and. demonstrarlon waiver.;. NGA.Wf had been told of this pouibillty informally about a 
month ago and. had. strongly objea:ed. to t~ proposals. The ,tafF weR reassured th.u the 
Dcpamncnt discusSions were in the formatiVe stages and that no actions would. be raIcen 
Viidtout much. greater input Hom Governors. Obviously. mil did nOt happen. 

We cannot Stress enough, the importance of meaningful coDl111talion with GovemolS in such 
decisions. The Prcsidenr has committed to a partnetShip betWeen the GovemolS and the 
Administration that is more than metonc. . 

, 
We strongly urge yOu to withhold: any dcdsions on the public notice issue until we have an 
0p'porrunity to consider }'Our: ideas in more depth. and we look fo1'Wa.ld to better 
communications with you in the future. 

Carroll A. CampbeJlJr. 
Governor of South Carolina 

cc President Bill Qinton 

Sincerely. 

Governor orVeanont 
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WBShington, O.C. 20201 

MEMORAN[tUM TO CAROL RA~SCO -4 ~ • 
From: Kevin Thurm ~ 

, , 

RE: Brl.:lOe Vladeck' s Speech 

Attached please find a copy 'of Bruce's prepared remarks for 
yesterday's speech; please note page 4 where he spoke about the 
public r.totice issue. 

In the <:!s and As, Bruoe recalled saying things like (and I 
qrossly paraphrase) "we are lookinq at. get.t.inq great.er publ io 
input on big waiver applications ..• " "HCFA is not committed to 
requiring public hearings but is looking at various mechanisms 
for public input ..• tI "We will abide by the NGA agreement and 
anything' we do will be consistent with and in the spirit of that 
agreemerilt. U 

Bruce '!:o,ld me that he spoke with Carl Volpe today about this 
matter; he said they are now square and ' that there's a com:mitment 
to ke~p NGA involved in the proc@ss. . 

If you need any further information, please do not hesitate to 
eonta et me. ' 
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J~ATIONAL ASSOCIATION OF COMMUNITY HEALTH CENTERS 

*This text serves as the basis for the Administrators oral remarks 
and shoul.d be used with the understanding that material may be 
added or omitted durinq presentation. 
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Good morning. Thank you for that introduction -- and thank 
you fo:r your exemplary work as Executive Director of Manet 
Community Health Center. I'm sura you know that HCFA, PHS, and 
your home state of Massachusetts all join in applauding your 
outstandlng efforts and the work of your four facilities. 

And it's a pleasure to be here today and to be part of your 
annual Pc)licy and Issues Forum. 

To s:ay that much of the policy talk these days centers around 
health caIre reform is indeed an understatement. For good reason, 
health CElre reform is t.he domi.nant. concern. 

Jud~ring from the looks of, your agenda, you' va already had a 
healthy dose of reform "talk," with networks and managed care the 
espoused watchwords. I understand that my colleague from the PHS, 
Marilyn G:aston, spoke of PHS' special ini,tiatives designed to help 
hAal th Cfi!!nters form networks 0 I 

I'VEt been asked to speak about the role of health centers 
. under Pr4~sident Cl-inton IS Hoalth Security Act. Considering the 

importanc:e of networks· and managed care under the President's 
proposal, it should come as no surprise that I, too, will talk some 
about nc;at~worlclil. 

UndE!rstandably, as healt~h centers you are clamoring to figure 
out how z:eform will affect y.'u and how to respond. The ball game 
will be a, new one. As a matt,er of fact, I think you' 11 agree that 
right nO'fir we· re in the" middlle of at least the first inning. 

Uni,;'ersal coverage will certainly chanqe your role as safety 
net prctv;Lders -- it will Cl:eate opportunities for expansion of 
health centers and improvement in tho sorvices you provide. 
Indeed, ~lhile the President I s Health security Act will guarantee 
universal coverage, just having an insurance card does not 
CJuaranteE~ care -- rather ther qu.o.r<1ntee of care is dopendent upon 
providers, like yourselves. I 

The Prosident's he<11th care reform:bill endorses principles 
that I Jcrlow are important to you as key providers of our nation's 
heal th Ci!lre safety net. A:nd it contains provisions that help 
ensure ccmtinui ty of care fo:r the people i you serve. 

Preclictably, the enviro:runent of change creates some anxiety. 
The cnti~ipation of reform and the unce~tainties it presents are 
difficult: -- but as health CCllre professionals, we must all rise to 
the occaE: ion. 

Rather than resisting change, I· entreat you to evaluate, 
strategiz;e, and take action.. Consider the realistic scenarios. 
Build on your strengths. Ami, become involved in networks. 

2 
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In t.his regard, we have much to learn from the experiences of 
health centers across the cC1untry. Health Center involvement in 
today v S ·llttedicaid managed care arrangements provide perhaps the 
closest example of the kind, of environment health centers will 
operate under in a reformed :system. 

Todliy I want to talk: atlout the positive lessons we can draw 
from these experiences in several states -- I want to propose to 
you exaalples of health CI!!nters which in my opinion, have 
demonstrated a unique ability to adapt to the changing health care 
environmElnt. 

Befc-re talking about thl!8e important lessons I I want to talk 
about S'ORle of the specifics I)f reform -- about the basics of what 
reform dOles for all of you a:3 health centers. 

Reform 

Make· no mistake about it. The main message from the 
Administr'ation in terms of reform and health centers is that we are 
absolutely aware of the vital and prominent role that you play in 
providing' health care to our nation's most vulnerable people. 

For that reason, the Pz:'esident' s reform proposal designates 
FQHCs as Essential Community Providers, and requires health plans 
to contrilc.t with them for t~he first five years of health care 
reform. In th1a way, ~ontinllity of care:for vulnerable people -­
individuals who know you and trust you and who depend on you for 

,their health care services _.w will not be threatened.. ' 

Not only will plans be required to have arranqements with 
Essential Community Provid.~rs, but there are also. specific 
safeguards which quarantee·that you will be treat~ fairly in terms 
of your participation in the network and in terms of the amount of 
payment you will be ,entItled. to receive. : 

Additionally, new federal loans will provide opportunities for 
health centers to expand, bulld networks, and coordinate care for 
vulnerable populat.J,ons. Thene loans wil~ be USilQd for things like 
the development of comm.uni~~y-based health plans, for capital 
improvements, technology and equipment upgrades, and other thlnqs 
that \o1ill. help make you attl~activc td patients and improve your 
abili ty to compete for contrclcts with health plans .. 

Anj::l Health Security Act' 8 commi tmen;t to pr illlery care and to 
the expclnsion of the National Health Serv.lce Corps will help expand 
aerv ice:s in underserved area.,. : 

The! challenge facing you. and other safety net prOViders will 
be to c()ordinate your efforts· and work with health plans to ensure 

. that. needy groups receive crjltical services. 

3 
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I know that many of you have great concerns about the reality 
of health: center involvement in networks. Some of the difficulties 
you have faced with state reform efforts certainly don't serve to 
alleviatEI these concerns. 

We understand your conc(arns with the process that states are 
using t.o pursue major reform initiatives. In fact, we've been 
invol ved with NACHC -and othel: groups to e~plore how we can improve 
the prclcc9sS for public Inp\;t't on waivers -- to provide greater 
opportunIty for public input -- and we'll let you know·the details 
of this .s soon as possible. . 

Ultimately, we believe that onooinO', constructive interaction 
between states and health cer.lters -- where the most meaningful a·nd 
effective communication can occur -- is the best way to ensure 
appropriaite public input in the waiver process. So we encourage 
you to 1ioo/'Clrk: hard to cultlvatf! this sort of relationship with your 
state officials. Of course, HeFA is always available to talk with 
you about, this and help when~iver possible. . 

And as I have said, ther,e are states that I wl11 talk about in 
a minute,. where· Community and Migrant Health Centers and other 
FQRCe have seen pOSitive results with the concept of managed care 
networks -- states where heal th cen'ters and managed care 
organiz;!!ltions haVA he~n able to bu i \d constructi ve working 
relationships. ' 

While these examples are not. flawless, and certainly thp. 
necessary COllaboration is n(:lt easy, the fact is that to a great 
extent they are working. without question, these cases illustrate 
the wave of the future for heaal th centers. 

Network Examples 

Indeed, in a number of instances, health centers have been 
able to p(~sition themselves as skillful negotiators, planners, and 

. marketers. In dOing SO, they've overcome the barriers of health 
center . participation in managed care. Risk contracting by 
consortiums of health centers and the croation of separate 
contractlng entities to asswae risk for health centers are among 
the various alternatives avaIlable. 

Without question, netwo;r:Jc arrangements must assure that you 
are adeq\l,ately compensated for the services you provide -- that 
your compensation is adjusted for the severity of health problems 
you see nnd for the range of services you provide. Fulfilling 
network r(equ1rements in terms of staff and, other criteria necessary 
to qualifty as pla.n providers must Also be satisfied. And, of 
cQurse, there is the issue of competing with other providers for 
contracts wi...t.l! manaqed care 1>1an9. . 

4 
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j\s a New Yorker transplanted in Washington, I go to New York 
to gel: gOOd bagels. Tal 80 90 back to my home state whan I want to 
see h:ow a mlcrocosm uf ULll' country' 8 1 health care system has 
addreused certain issues -_. in this ease, ,how the state is handling 
the lusue of health centers and managed care networ.ks. 

!lew York has made a cN)ncerted effo~t to get health centers 
lnvuhred 1n managed care ne·t.workS. The state has prOvi<1e<1 grants 
to he£il th centers to help tli.em develop the necesscry structure and 
expertise for managed care lnvolvement. . 

~rew York has clevelopeci, a number of approaches to integrate 
providers into Medicaid mnnagad C!ara dallvary SlYSltamSl_ MOSlt 
reltlvclut to health centers a:nd other YOHCS:. t.he health centers form 
a sop'irate corporation whi<:h assumes the risk for all services 
beynnr.1 thCII p.,..i m.AT'y r.~ro aetulally I'rovir.iQr.I by th. " • .011 th eC[illntQr/;. 

I 

'J'he contracts have low :3top/loss limits which can gradually be 
raised aA t.hA hQ~lt.h r.Cllnt.aT o~fnA mnra a~pArfAn~A in thA manaqAd 
CAre Emvirorunent.. Ttle sepa.l'at.e corporation makes it possible to 
have l.ess strinqent reserve requirements than for HMOs -- partly 
b@c.:tuse of the lower stop/lc)ss arranqement. 

M:assachusetts has also l:,ecoqnized health centers' strengths in 
deliverinq primary care to t~he state's Medicaid population. Like 
New York, Massachusetts provi<1ed grants to heolth centers to help 
them gear up for participatlnq in managed; care. For example, the 
qrants helped centers se~t: up the data systems and othOr 
administrati va infra:;tructure necessary to' pArticipAte in tl managed 
care program. ' 

Startinq with non-risk (::ontracts in the first year, risk bo.sed' 
managed care contracts were phased in over soveral years. Health 
centors developed networks and referral contract.s wit.h area 
hospitals tlnd specialists. 

'l'be end result of t.his initio.tive 1s the Neighborhood Health 
Plan, a consortium of hea11~h centera that serves more Medic~id 
enrollees than any other MecUcaid participating HMO in the state. 

. i 

More recently, health centers in Oreqon, Hawaii ~nd Rhode 
Island have begun developing community networks by teaming up with 
hospl~a18. The tlUtipJ.t41 par·tners serve 4S, referral tacl11ties and 
source.s of cap! tal in the:sestates wh,re hecl th care reform 
programs are being implemented. 

The common thread that binds these eXi:UIlples together is 
1nnm,atlon. Innovation and the ability of these centers to build 
~m thel~ ~altnil cal:! "1I:1::1I:HmL!4l" pruv 1 c:1t! r:I:J I whIlt! c1It. tht! tilllmlil tIme 
workin.;, hard to be "desirablo" as well -- desiro.ble to the people 
t.hey St:3rve, desirable to the others involved in the networks, and 
impo~tdn~lr, deB1rc1lble ~o payers. 

5 
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~i'hese centers' have wclrkedto overcome obstacles like the 
prOtllfims T mentioned earlier -- ne,}otiatinq equitable reimbursement 
arran~leUlttIlts, fulfIll1ng tlMO. standards at participatlon, and 
posit.JLoning themselves to successfully :compete' with other area. 
prov lc1ers • ! 

Health centors and states havo met ,these challenges through 
Innov"t1on and cooperation ._- doing so as the means to the mutual 
end -_. to provide care to the poor or those livinq in underserved 
areas. To use a term I xno1.t you are all 'very familiar with -- to 
proviCle a "medical home" fOlr those who w~uld otherwise be without 
one. 

And this is one ot th't biggest strengths. on which you must 
build. The ability you hove (iemonstrated ..... the experience you have 
t'"!nltivatQd OVQ!r a PQriod. of morQ than tWQnty y~arg, and th. h.;tlt·h 
prufe~;slonals you enUst to serve poor and underserv:ed populations 
-- to reach. out to our nation'S most vulnerwble wndprovide thom 
wi"'h nQC'Q!IIsary earQ. Furthor. by virtul;\ ;nf tho nofinfr.fnn nf t:hA 
pupula.tions you take care of -- the underservt:itd -- you 4lready have 
a presence in areas where o1~her providers: do not. 

. I 

I want to emphasize ag,lin that suc,;cess!ul health centers are 
moving from the· old way o:E doing bUSiness, prOViding episodic 
health. care services, t.o .:3. syst.QIII where everyone -- patients, 
providers, dnd payt:itrS alike -- has a stake in outcomes, outcomes 
that are maximized through the coordination of care. Networks make 
t.hiS nocessary coordination possible -- and provide t.he continuum 
of cat'~e that will be particularly beneficial to the populations 
served by health centers. . 

Health Centers are already essential. But in order to thrive 
in a reformed health eare system, I urge you again to demonstrate 
your (leSlrabillty, too. :Jome ot your; cOileaques are already 
capably doing this. 

we ilre 4ii workinCl towalrci the same goals. We' re on t.ho samo 
team. While we IIIay not a1welY& agreol we' re all seekinCJ to assure 
acceS9 to appropriat.e, afforl1able and quality health care for all. 

HCFA is working to help health centers adapt. We I re investing 
significantly in risk adjus1:ment rosearch which will help assure 
LhClL yl.tJu are equlta~ly compei~sated tor t:.he populat.1ons you enrull. 
Many o:f tho rate-setting posslibilities we qre exploring have health 
statTlS adjuster.FI that would provide high~r compensation to plans 
that. enLull J:lUJ:lLllClLiuu~ wi1.lI. hl~l1t.:tr lu:ol \.11 c,;cu:.: I,;u~\.a cuuJ ~.&..,aL.L 
health care needs. When availablo, thoso,lIlothodoloqi8a will help 
ensure that t.l'lQ. populat1C)n~1 you serve a,re fairly tr9ated In a 
X'efocm'OQ health care syst.em. I 

6 
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And lId like to suggest that you 'all take a close look at the 
9uidelin~~s recently released by HCFA' s Medicaid Bureau for setting 
up quality assurance systems in Medicaid managed care. You'll find 
that they provide useful ins1:.ruction in terms of what managed care 
organizat~ions will increas:ingly look' for in their network 
provide'r~; . 

And as new ideas ariSfil and health centers, together with' 
states, Eixperiment with new ,approaches, please talk with us. Now 
is the time for you to stl:"ategically ~hin.k and prepare -- to 
recogniZE! the realities of III reformed system and constructively 
address t~he probable changes. I 

Thank you. Time permitting, I ·d. like to open the floor up for 
questions and comments. . 

7 
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• ' A n(:w analysis 0 Medicai bock grants conducted by the Urban Institute for the Kaiser 
'~bIILID.issionon the uture ofMedicaidfiilds that if the. groWth in federal Medicaid 
pay,lnents to states is capped at 5% per year, states would lose over $84 billlonin federal 

. funds betvJeen '1996 and 2000. ' . . ' . 

• New York, California, Texas and Florida would lose the largest amount.· New Yorkwould 
lose almost $9 billion;' California almosi$7 billion; Texas $5.5 billion;,.and F~orida $5 
billion, 

• Statp~ in the South and Mountain regions would have the biggest percentage reductions in 
federal payment Reductions wiU average ever 18% in states such as Florida, ,Georgia,' 
Arkansas, Montana,W est Virginia and North Carol~na. . 

• The.study suggests that it is very unlikely that cuts of tflis magnitude' could be offset through 
managed care, provider payment reductions or eliminatIon of optional benefits -~ states 
woul~ very likely be forced to redllce coverage or increase their own spending to Offset the 
substantial reduction in federal Medicaid contributions.' ' 



The ~pac~ of a Five Pi~rcent Medicaid Expenditure Gro,vtb Cap 

, John Holahan " 
David Liska 

March'IS. 1995;, 

COlltrolling the growth in,Medicaid spemling is a pivotal parto! Congressionat'efforts to 
• !' • 

" ::-

reduce the fede~al deficit. : One proposal that has eme'rged is a 5% cap on the growth in federal 
• ,. I 

Medicaid c:xpenditures. TI:is would be a uniform cap applied to, all states on all Medicaid 

spending including acute c8!c. long term care, disproportionate share' payments and aclministrative 

cos~. ' It w,ould give states amounts equal to their current federal spending plus 5% for each year 
, , 

beginning in 1995 on into the indefinitE~ future. 'We bave disctlssed the distributional effects of 

these policies elsewhere;!' • This report ~lddresses the aggregate 'spenrlirtg impacts. 

Thf~ 'most important findings in this ~alysis are: :' 
" . 
• Federal Medicaid spending would fall as a result of a 5% expenditure; growth' cap , 

by 20.1 % in the, year 20f)O., Cumulative reductions in federal expenditures would 
amountS84.2 billion ov(~r the 1996 to 2000 period. If state spending alSogrewby , 

, S% over the period. lota] Medicaid expenditures wou'rd fall by $51.0 billion ' 
relative to the baseline projection of $254.9 billion~ 

, " 

• The impact,ofa S% cap is greatest for states in the South and Mountain regions:" 
This is because 'these stares are expected to grow faster than the national average 
in the absence of an expenditure cap. " ! ' 

• States with ,high levels of disproportionate ,share hospital (DSH) payments ,vml, 
grow more'slowly than nverage, 'all else being equal; as a result. expenditure ,caps 
will ha..,e less of an effe.:t on these states., :Ibis is be~ause these, states arc! already 

, subje<:t to' caps on DSH spending resulting from federal legislation enacted in 1991 
and 1993. ' 

, ' 
! -: ' 

. t . • 

• A S% expenditure growlh c'ap also has more serious implicationS for lower income 
, I" 

states because of the stmcture of.federal matchingcantributions: ~ecause federal 
Medic~id paymenrs can amount to over 70% of total expenditures in low income 

. lHolaha.J),' John ana DaVid Liska. "Scale V:lriations in Medkald: implieatlOnS for B'lock Grants and 'ExpendHw,} 
Growth Caps.. .. (Wasblnglon. D,C.: The Kaisu Commission of the Furure or Medlcaid, Policy Brief. March ]995): 
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"states. replac~ngany lost f~eral funds would' require greater percentage increases 
in state ~pending in these: states. ,For example, while states 00 average would have 
to increase spending by 27.2% in order to replace all federal fnnds, Mississippi and 
West Virginia would need to increase slate' spending bimore than 80%. assuming' 
they attempted to maintain current spending levels, ' 

," , " 

To estimate the imp~t of a 5% c:ap ~e project Medic8.1.dbeneficiary and expenditure 
,~\ ,,' 

,growth frOID 1993 to ~e year 2002, \Ve makeseparare projections for groWth in different . 
. ' \', I. ' . " 

beneficiary groups ,and, for changes in spending per beneficiary for acute and long tenn' care 

services fOJ'different groups. e:g.; the aged, disabled, adults arid children- We also use regional 

adjusto~ ()aCcount for differences acr()ss 'geographic areas in the rd.te of growth or' beneficiaries 
, , 

and of spending perbeneficiary.2 'Thi5 allows us to develop estimates of beneficiarr .,and 

:spending growth that are state spedftc and more likely to reflect-actualgrow,th patterns that" ~iI1 
, . r' " 

vary considerably across states., The results of our spending 'projections· are shown ~n.Tables 1 , 

through 3. 

\Ve estimate that under current, Raw, the number of beneficiarles 'will grow"from 36.3 

'inillion ~ 1995 to 43.4 '~illion in 200Cn and 45.7' million in 2002. We estimate ,tha~ 'speDding will 

. . . '" 1 . 

grow from $159.8 billion in 1995 to $254.9 billion in the year 2000, and 5304.0 billion in 2002. 
, .', " ' 

Both 'of ~.~se projections are within the range fQrecas( hi Ihe Congressional Budget Office and 
, . . ,. , . 

, . , 
me Health Care Financing Administratio'n's Office of th~ ~ctuary. 

,. Table 1 projects that Med,icaidc~penditures would experience an,av~tag~ annual increase 
. I., , . 

, of 9.8% in the absence of any change in policy.' This ioJludes :increases in b~ncfitS (19-4% per 
i • 
• 1'1, 

-------_.------------
~e~ a;jjustments allow us to account for much of the diffe~eiltia1~ in beneficiary and sp.:nding ~"'lhaCross 

~ta[es.ili dne recent, past (1988·1993). States otcourse differ somewhat wir..hinregions,.in tl'ieir past experienceapd 
future policil:.s adopted by specific Slatesc;ouJd result in different patterns tha~ we have projected.' It is. of course, 
not possible'[o \cnO\l{ all of the'li~ely e .... enl:i ttl9t eould impact any ~a{e~5 future expenditures. 'We haye little choiCe. 
but to assume the past is the best guide [0 the furore. (More'detail on the estimation methods is a\'ailable (rom the 
authors.) ." -' . 
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. year). disproportionate sbare payments (5.0% peryea[)~ and ad..rili.niStratiOn (8.4% per year)~ 
; . 

Table 1 also shows that acute,care spending is likely to grow faster than iongterm care. ' .. 

'Between 1993 and 2.002. acute care services'·are proj~ted to in~rease by 11.4% per year; while 

long term c:ar~:, isexp«ted to increase by 8.~% annu~lly. These differences ar~ 'c9nsiSr:ent :whh 
\ • " j ' • • '" -

. growth rate,s in the recent past and refle~tsincreases' i~ 'th6se~~eficiaries likely to be heavier . 

users of ac'ufu care services as well as slow growth in long.term care spending per l;)eneficiary. 
, . . ',I '< "..; , ' 'j' .' ' 

, T~ble 2. suggests that spending c)n the blind and disabled (i 1.1 % 'per ye¥) and adults and . . . ~ , 

children (B.3% per year) will grow mc're. rapidly than s~naing on the elderly (8.9% per year)., 

This reflects larger increases in enrollment among the foriner groups as well as more use of faster 
.. . '. '" . ',' .. 

'J ' , 
grow:ing acute care servic:es. The srnallerincreases.in' spending on the elderly reflects the impact 

: " . : ' ,,' . ' 

of the projE~cted slower growth in long iterm care. ' " 

:Table 3 shows that expenditurestn the South A:tlantic. West South Ceno:ai~Mountain, and 
: '. 

I 

: Pacific (exduding California) regions will grow more rapidly than in the New England" West . ."' . . 

. No'rth Centtaland East North C.entral regions. We have also made separate adjustments for 
'" ' I < 

California and New York because of rh'~ir size and impac~t on overall spending gro~ in the . 

program: Caiifo~nia.is e"pcc:ted to experience growth roughly in line withthe'nation31 average 

while New York is projected to grow Sljmew~at more slowly_ Finally, states with high 
, 

disproporti,Jnat6 share' expendittlies are affected by 1991 kd 1993 legislation' that limits. growth 
., . " r. i , "., .' I , • 

in the:se paymen~. Sttite Whose disproportionate share payments e~ceedI2% of their Me4icaid ' 
, . . . 

. '·1 . ,.'; ',", 
expendlflJresare. essentially frozen, Other statesareperminedto grow at the same rate as their. 

Medicaid expenditures. J , 

Table 4 sh'ows the impact of a 5%" cap. on changes in federal expenditures over the 1996· 
, , 

I . 

2000, period asweU as for the year 2000: The resultS show that federal spending would decline 
, I 

, , I 



" . '. ."!" ." .. 
by·$84.2 billion or 13.7% over the 199,6 to 2000 period~ relative to baseline projections.' Th~ 

, ". . 

results also show that as% 'cap would mean a 20.1 % reduction ($29.5 billion) in federal: ., 
;; . . .. 

expenditures in the year 2()OO. The higher percentage req.ucrionrefle:cts the giowing i~pac{ of 'a 

S% cap oYI~r time. \. 

'The .distribution of federal spending. reductions acioss states is' uneven. reflecting three 
• ,:' l • '"., 

factors., First, states where expendirures for acute .care ar~substantially gr~ater than . long term' 

care will e'~perience greater reductions :from a 5%.capbec:ause tb~se,states are estimated to have 
. ~. 

'.' 

had more tapidgrowth: Second; stares in the South and Moun~ain ~egions, in part related to' . 

~ore beneficiary growth and the gl'eatet i.n?portance' of acutecl1re, have grellter percentage'" 

red~ctioOis iin f~deral spending under a 5% cap. For example., Florida, Georgia. Montana, North 
. . -' , . 

. , " 

Carolina .and W~st Virginia will have the largestperc:~ntage re~uc.:tions. over 18% between 199?-
. ' . '. . 

2000 .. Reductions·in federal Medicaid ~;pending in'these states.~. the year 2000 will exceed 25%. 
," . ~. 

S1:.atl~swith high dis'proporuonate share payments in 1993 wi~l have lower .red'uctions in 

. spending' ~~cause current restrictio~s on use of disproportionate share paymentS constrain their 
'.' .' 'j. \ • • ~ 

. ,. ,! . 
overall rates of growth in the absence of the cap. For example,: states with. large disproportionate 

·sha.re paym1ents. such as New 'Hampshir1e(l.5%)', KansaJ (S~4%); Missouri (6.3%), Con~eciicut 
, " 

(8.4%). or Alabama (9.5%) will experience smaller effecrs from , the $% cap than other state:s in, 

their regions because of the importt:lnce of disproportionate share payments. . . . . , 

. In tenns of absolute dollars. the states with the largest reductions in federal' payments 
I . . ~ 

(l996-iooo) are New York ($8.9 billion). California (S6.9: billion); Texas ($55 billion) and· 

Aorida. ($,5.0 Qiilion). .' 

. ,.~ ,.' 



. Table ~ shows reductions in srat:::spending. assuming that States only ~ilo~ their spending 
. ... . . ..• I .. .. . 

to increase by 5%. If Slates successfully reduce spending by this amount. cumulative savings. '. 
. . . , 

would amount to $60.9 billion oven.he 1996 - 2000 period or ,a reduction of13.3%. ' In the. year . 

" 
2000 savings .would be $21.5 billion (19.8%). 

The .pattem of reductions across SEates an: the same as described above. States in the ' 

South and Mountain regions .would hav'e the largest perce:ntage reductions. States with high 
,' .. ' 

disproportion ale share payments \I,auld have the.smallest reductions. Since many of the latter: 

states (high DSH) have finan~ed di.spro.portionate share payments with provider. ta;es and 
. . -

donations, w~ic:h in many cases do nOl inyolve U'ansfers of real resource~ these savings are really 

·'"on paper."· 

l'able 6 shows that [Oral (federal and state) expenditures .would be reduced by $5i.o 
. " .'. 

billion in the year 2000 reJative to the· baseline of $254.9; billion, or by 20%. JJnfotlunately. 
, ' 

slates may have a very difficult time reducing Medicaid spending by these· amount.S. ,Reduc~ons .. . 

in Medicaid spending of 20% or more itre' very likely DOC achievable simply by enrolling people 
, .' ' . . '.' . . ' 

in manag~1 care or otherwise controllirlg utilization. reducing provider payment r~tes or 

eliminating optional services. States w,ould most likely have to reduce enrollment in order ·to , 
• \..' • \<. 

achieve th(~se savil1gs . 

. 'Because of the difficulties in m;lking these kinds of reductions, many state$, will end up 

using th~ir own revenues to replace sarne of the lost federal revenues. In Table 6 ?Ie show'· 

estimate's Linder the assumption' that .S[ates will ~eplace ali federal doIlars.;, This ta.ble· allows us [0 
. . ." . 

ask the qu!~stion "How muc,h will st:ate~) have to increase;spending if they were to replace all, .. 

funding no longer coming. iror~l'the federal government?'" We do n6~ presume that stateswlll. in ' 
, ' , ~ 

, fact, replace all' lost federaldoUars; we only estimate the,effect if they wished to do so. 
I 

. ' 



, the ~esults show that states would ha~e to in~r~setheir own spending by $84.2 ;billion 
" ' , 

, (l996-2000)0'r by' 18.5% to rcplace,ill feder~ funds that! wO~lld have beeri spent withou~ the 'cap. 
, I' 

, ,', I ' ' . \ . . 

In the year 2000, slates would bave to iincrease spending b~ 27.2% ($29.5 biliion) in order to 

replace :llll federal funds. 

The states that would have to increase their, spendkg the most (1996 ;; 2000) in absolute 
,. ;.. . . . 

dollars ~g~in ,include New York,' California, florida and Texas. ' However. (he states' that 'Voul~ 

have increase their spending the most ill percentage, term~ over ehls p~riod would be West , 

, Virginia (62.1%), New Mexico; (49.2%), MissiSSippi (57.2%) and Arkansas (51.0%). The 
" .; 

percentage increases for these states a.r~: substantially larger fe the year 2000." Foc'example,' 

spending increases would exceed, 80% in Mississippi and:West Vi!gin!~ in2000 relative ~o the 
" .. ' ,I" '" ",' ' 

baseline if these stat~s anempted [0 ma1ntain' current sPe~ding le'Vels.· They clearly would n~i:'do 

so, but these, estimates indicate the kirtd!s of program ~impact~ th~t could re~ult. 

The large 'impactS on these states occurs hecause these staleS have very high ,matching 
. , l . 

, ',' . 
, tates--fedel'al contributions :would amount to over 70%ofrheir Medicaid spending.' Reductions . ' 

, in federal dollars lherefore require large: increases in spending relative to their currentouuays. In 
, . ' , . 

contrast. states .such ,~ New York and Califomiawhich h'ave very large increaSes ,in absolute 
, , 

dollars hav,e rclati'V~ly small increases lCl percentage r.ennS'{lL5% and '12.2% respeCtively in , 
• . ' • '. ' t • 

, 1996 - 2000). As befQre, states with large dispropor.tionate share payments would ha~e to, m~c 
. ,'.",', .' . . 

- ' . - . i ~ . 

much smaller increases in state e~penditures to offset the ;reduction in',federal dollars: This 

follows fro:rh the faet that their rates of, growth in the baseline arc, aiready low; consequently, 

their reductions from the 5% federal ca,~ would be s:ubstantially',sinall~r as well." , 
! 

Tables 7, and 8 Show our projected growth in beli~ficiaries from 1993- 2,002 by eligibility' 

'group and by region! respectively. Tables 9 ~ 11 provid~,estim~tes ofchang~ in federal and"., 

st<l.te spending for the 1996 - 2002 period. 

i 
! ' 

.\ 



Table 1· 
. Medicaid Expendittlre and Beneficiary Projections, 1994-2002 

By Type of Ser/jce . 
Average 

.1993-
Expenditures (billionsl ;993 i990t 1995 ;996 ii97 1998 1999 2(;00 2001 2002. 2002 

. Total 1l1.2 14;'1.8 159.6 116.3 1W.9 2;3:3 233.8 254.9 2'(;.3 304:0 
.. Growth.· '.0.3'% '0..3% 10.3'.4 10.0% 10.0% 9.6~ 9.0% 9.2% 9.2% 9.6% . 

Benefits" 109.5 122.6 136.9 '52.2 . 168,5 186.1 204.9 223.9 ·244.6 267.7 
G,orMn • 2.0'lI0 ".7% 11.2% IO.S·k ·10.M(, . 10.1% . !lJ% 9.3% 9A% '0.4% 

Benefits bV Service 
~- .. -----.-. ~---: ... --,._--- --- .. -. - ... -_ .. . .--- .... _-. -- -- . - -- ..... __ ._-----_ ..... 

Acute Care 64.0 72.5 61.e 92.0 102.7 114.5 126.9 .. 139.6 153.6 169.0 
- GrO\IIth 13.2% . 12.9"1{, '2.4% 1.1.7% ".5% 10.9"- . 10.0% 10.0% 10.0% 11.4% 

long-term Care 44.2 48.6 53.5 . 58.5 63.6 69.5 75.5 81.7 88.3 95.5 
Gl'IMth 10, I"'" 9.9% 9.4% 9.0% 8.g% 8.8% . 8.1% 8.1% 8.2% 8.9% 

DSH 16.9 17.2 17.7 18.3 19.2 20.3 21.~ 22.7 2~.4 26.3 
~ 1.6% 2.7Yt 3.6% ~.8% S.04% 5.5%. e.2% 7.5% 7.7% 5.0% 

Administration 4.8 5.0 5.2 5.1 6.3 6.9 7.5 8.3 9.1 10.0 
G~ 3.9% ).9% 9.7% .9.7% 9.1% . 9.1% 9,8% 9.8~ 9.8% 6."'" 

Beneficiaries (thousands} . 
Total ·32,534 34.511 3(j.~21 . 37.947_ ·39,502 41,027 ·42,316 43,400 44,515 ,45,064 

GrCIMn. 6.1% 5.:1% 4.5~ ".1% 3.9% J.1% 2.6% 2.6% 2.6~ 3.6% 

. "fD/aflt include Arizona . 

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



Tabte 2, 
Mad icaid Expenditure and Beneflctary Projections, 't99+-2P02 
By Qeneficiary Gt'oup 

Expenditures ibiltionsl 1993 '1994 1995 
Tota! 13'h2 144:8 159;8 

Gf'0'Mh 10.3% 10.3% 

Benefits- 109.5 122.6 136.9 
Growth 12.0% 11.7% 

,---' ••• __ ..... w ••• .- ,--._-,---- , - ... ~~ .. ----
BeAefilBby Beneflcluv Grol:lP .' 

-
Elderly 34.3 37.8 .' 41.6' 
G~ 10.3% 10.00/. ' 

Bind & Disabled 39.5 44.3' 49.1 
GtoWth ,u~ 12.3% 

" 
Adults & Children 28.6 32.1 36.0 

Growth '2.4% 12.1 ..... 
Pregnant Women 8. Children 5;8 7.0 6.0 

~~!! 19.9% .'" ---'tw .... ru 

DS~ . 16.9 17.2 17.7 
Growth 1.mf. 2.7% 

AdnWMstratlon "4.8 5.0 5.2. 
, GroMtI 3.9% 3.9% 

Beneficiaries (thousands} 
Total , __ 32.534 '34,511 ,36,321 

Crowth 6.~'14- 6,2'% 

. '(oblJs include Arizona 

.', 

1996 ~ 1991 1998 
176.3 1Sl:9' 21-3;3 
' to.3% 10.0% 10.t% 

152.2 16B.5 100.1 
n.2.% ,o.614 'D.S% ----_ .. - .. ".' .. _ ...... -

45.-1 -49.01 53.8 
9.3% 6.8'% 8.7% 

55.8.- 62..1 69.1 
12.3'" 11.~ . 11.2% 

-10.4. .45.3. ,50.6 
'2.1% t2.'% 11.7% 
6.6 . 9.6 ' 10.5 

01\ f'IA.l n.....u .. ,..., 
IV~V'" - " ... v,. V.Q,. 

16.3 . 19.2 20.3, . 
3.e% 4.8% 5 . .tI% 

- 5.7 6.3 6.9. 
9,7%" 9.7'% ,9.7'4 

37,947 ,39,502. ~1.027 
4.5% 4.t~ 3.9% 

Avenge 
1993· 

1999 2000 2001 " 2.002. 2002 
233;& 2&4.9 "278.3· 304:0' 

9.6% 9.0% ' 9.2% ' '.9.2% 9.6% 

204.9 223.9 . 244.8 267.7 
1().1% 9.3'14 9.3% 9.4~A. '0.4% -._, .. -... _-- .. -. -------

58."1' 63.1 f)8;3 13.9 
8.6% a. ',co , . 6.2% ,8.2% .' 8.9% 

76.0 84.4 92.8 102.0 
H.t"!. '9.9%,' 9.9'M. 9.9% .",1% 
55.9 '. 61.6 67.8 74.7 
10.5% to.2% 10.2"-., 10.2% ".3% 
11.4 12.2 13.0 14.0 
"'."., .. -- .... "" ~AM - ... ...., 
..... '-'IIQ I.e;. n::i ,.,~ '.L",.. .• u.,t.-I'O 

21.4 22,7 24.4 26.3 
5.5% ' 6,2;% 7.5'16 7.7% ~()llE,' 

7.5 8.3 9.1 10.0 
9.7% 9.&% 9.6% 9.8%, ,.t4% . 

42.316 . "3,~OO .. ,-44,5.15 ' 45,664 ' .. 
3.'% . ' 2..6%· Z.6·~ 2.6% 3.6%. 



Table 3' 
Medicajd Ex~iture and ~dary Projections, 1994-2002 
By Region 

Average 
, , 1993;. 

," 

~itu.~ (bif'lOnsl ~ , 1993 191M 1995' , 1996 ,f997 i998 1t99 2000: 2001 2002 ',2002 
Tota; , ,.31.2 ;44.8 159:«; " 179.3 193.9 2'13.3 233.6 254:9, 278.3 304.0 

Or"" 10.3% "0.3% ' 10.3"- 10.0% 10.o", 9.6% 9.0% 9.2% 9.2'% 9.6% 

84i!nefit&- t09.5 122.6 136.9 152.2, 168.5 166.1, " 2().4.9 ~3.~ 244.8 267~7 
Grnwf\ 12.0% H:1';'. " ".2'% '0.6% 10.5% 10.1% ' 9,3% '9.1% 9.4% ' 'o.,% --- - .. -~-- -_ .. ,~~ -~-.' , .. .~ .. _".,.._ ...... _ .... _H_· -----, - .. ,. --~---.--.- . ,- -.----~.-~ .. "-
Benefds by Region 

. New England 7.5 8.2 9.0 9,9 10.9 11.9 13.0 t4.2 15~5 16.9 
Growth 10.3% :9.~ 9.7"4 ,- U%' 9.6% 9.5% '9!I% 9.'''' 9.'% 9.S% 

,MiddJe Atlantic 11.2 '12..4 13.6 15.3 16.6 tll.5 20.4 ' 22.3 24.4 26.6 
J 

Gt-oMh .. 11.2% 1'.0% ,'0.6% 10.2% '0.2% 9,9% :' 9.3% U% •. 4% 10.'% , 
South Allallt~ 13.,7· , 15.8 18.2 20.7 ' 23.2 26.0' 28.6 31.5 34.4 37.6 

GrO\'lAh ' 16.3% 1 •. 8'14 1:M;% ' 12.5%, IU% 10.6% ' 9.4~ 9.4% 9.-4% " .8-" 
East Sou1hCoottaf 6.2', ' 7.0 7.9 8.9 9.9 10.9' 12.0 13.1 14.4 15.7 

"..,.~ ...... 
""'''''''''' i ;;,0:;;. u..6"'- ii.~ , U'i' jo.tJii, 10.2% ' 9.2% 9.2% - 9.2% ,o.8% 

• Wesl South 'Coofrat 10.2 .1.1.7 13.4' 15.2 17.0 . 19.0 ' 21.0 , 22..9 25.1 27.4 
Growth 14,"'. 1 •. 3'>' J3.2'Y. 12.2:% 1t.5% 10.6% 9.4%, 9 . .&" 9.4% 11.6% 

East NOfttrcen1JaJ 18.2 2.0;2 22.5 ,24.8 27.3 30.1 33:1 36.2, ,'39.6 43.3 
Growth ~ 11."1°"" 11.0% . 10.5% , 10.1" 10.1% 99% 9.4% 9.-4% 9.-4')4 '0.'')(, 

West Non" Central 6.5 7.1 7.8 8.6 9.4 10.2 11.2 12.2 1'3:3 14.5 
Gmwtt1 10.2'% 9.8% 9.5%, 9.2% 9.3'.11. 9.~ 9.0% 9.0% 9.0% 9..4% 

Mount .. 3.1 3.5 ,4.0 4.5 ...... _5..,0, '5,.5 .. . - . 6.1 ' ,6.6 . , 7.2. 1.9 . .. - . ----
, . ' 

'13J)% 
- ' 

. GfOMh . ~ 13.1% ' 12.2% " 1.4°~ 1Ut% 10.)% 9.30/, 9'.3" 9.3% 11.0% 

. PaciftC ~.6 ' 4.1 - 4.6 5.2' 5.6 6.4 7.1 7.7 8.4 9.2 
Gt'owt~ , 13.&'Il10, , 13.5% , 2.5"It ".5%' 1 t.O" 10.t% 9.0% 9.1~ 9.'~ 11.1% 

California t '.0 12.3 13.7 15.2 16.9 ' 18.7 20i 22.7 24.9 ,,27.3 ' 
Growth 11.5% 0.5% 11.4"" 1UJ'Mo 10.8% 1(),4% 9.7"'" 9.7% 9.6~A. 10.60/. 

NeW Yon< 17.1 ' . '18.7 .20.4 ~22.3 "'24~3 26.6 29.2 '31.9 ~4.8 ' 38.0 
GnNf1 9.3% 9.2% ' 9.3% ' ,9.2% 9.5% 9.5% 9..2'%, 9.2% 9.2% 9.3% 

OSH 16.9 17.2 17.7 16.3 19.2 20.3 21.4 22.7, 24.4 ' 26.a 
G!owt.b 1.6% 2.1% 3.8% ,'4.8% 5Ail. 5.5% 6.2% 7.5% 7.1% s.()%, . 

Administr alton 4.8 ,,5.0 ·5.2 5.1 , , 6.3 6.9 1.5 6.3 9.1 10.0 
Growth- 3.9% l.9% 9.7"Yo 9.1% 9.7% 9.1% 9.8% 9.8% ' 9.8% 8.4% 

totals include AnzOIIa.c 

, ' 





TableS 
Modlczld ~xpenditure Projoctionl. 19S6~·2000 . 
State Expenditunil$t Without States Mall1ltalnlng Tota. Baseline S'p.ndlng , 
Expenditure Growth Capped at S% per 'ftar Starting 1996 
(millions of dollars) 

1996-20.30 2000 
,; 5%CGp 

Baseline expend. Citllng. ".Chan;e Baseline 
--------~-------

Expond. . Change' %Change 

Total 
Alabam, 
Al~ska 
AJilon! 
Arkansa~~ 
California' 
Colorado 
Connecticut 
OelawarQ 
Oistri4;t of CQlumbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
i<ansas 
Kentucky 

, Louisiana 
Maine 
Maryland 

, MassachuSE!tts 
Michigan 
Minnesota 
MisSiSSippi 
Missouri 

. Montana 
Nebraska' 
Nev~da 
New i-Iamps['1lre 
New Jerse:r 
New Mexico 
NQwYork 
North Carolina 
North Dakotii 
Ohio 
Oklahoma' 
Oregon 
Pennsylvanill 
Rhode Island 
South CsroW'3 
South Dakoti; 
Tennessee 

, Texas 
Utah .' 
Vermont '"' 
Virginia 
Wa$hington 
West Vlrglnr;, 
Wisconsin 

456.180, 395,~1E~ 1(60;864) -13.3% 

3.653 ' '3,306 ',(3047)," ~9.S% ! 

1.278 '1.064 ' , (215) ~1 S.8% 
4,031 3,423 (G08) ·'5.1% 
2.483 2.041 (435) -17.5% 

"5:6.281, 49.408 (8.879) ,'2.2% 
4.415 3.1D7. (107) -16.0% 
6.849 , 7.925 '(724), -8.4% 
1.127 961 (168) , -1<6.7% 
2.94.5 2,510 ,(429)', .1 •. 6% 

21.565 17,483 (4,082) -18.9% 
10,290 , 8.370' (1.920) -18.7% 
,1,712 1.474 '(298) ·16.8% 

775 663 (112},-14.5% 
21.731 18',870 (3.(60),' ·14.1% 
8.791.", 7.550 (1,.242) .14.1% 
3.059 2.69()' (369) ,~12.1% 
2.848, 2,610 ' (238) -8.4% 
4.106 3.951S (7So) , ,'5.9% ' 
810117.034 (977) ·12.2% 
2,458 2.2.53 (203) .6.3% 
8.767 .7.422 (1,345) '.15.3% 

16.576, 14,421' (2,'155) -13.00/. 
115;336 14.021 (2,314) .14.2°/; . 
.'7,95;) 7.077 (8S6) ·11.1% 
2.175 1.84S, (331) -15.2% 
6.5576.142 '('15) -8.3% :' 

930 751 (179) -19.2% : 
1.844 .',615. (229) '.12.4% i 
',72J 1,493 (230) -13.3% " 
2.538, , ,2,500 , (38) .1.5% .,1 

18.527 16,869 (1.858) -'0.0% 
1,396 ','53 (243) -17.4%' 

, n.313 88,385 (8,928) .11.5% 
" . 9.710 ,7.817' (1.893) -19.5% 

632 557 (15) ·'1.9% 
H,620 15.215 (2.405), ·13.6% 
3.156 2,&42 (514) .16.3% 
3,511 ' 2.921 (591) ·16.6% 

20,193 17.806 {2.388) .~1.8%, 
3.098 2.71" (386) -12.5% 

108.429 

848 
307 
967 
598, 

13,356 
',059 
2.004 

269, 
708 ' 

, 5,221 
2.490' 

425 
',185 

6.194 
2.100 . 

723 
680 

1.132 
1.874 

571 
2.105 
3.946 
3.909 
',a82 

519 
1.502' 
,224 ' 

436 
-4,q 
565 

'4.321' 
'337 

18,339 
2.348 

149 
4.196 

755 
840 

4.058 3.57" (~L -11.9% '" 
660 577, (83)' . ~12.5% 

-4.801 
735 
949 
157 

1.587, 6,429 (1.1$8), -15.3% 'r. 

21.944, 18.919 (3.025)· ·13.8% 
'1.092 923 (1e9) -'5.5% 

875 768 '(108) ·12.3% 
8.506 7.010, (',4ge) '-17.6% 
9.737 8,132 (1.505) ·18.5% 

, ,2.772, 2.232 (540) -19.5% 
7.101 6.131 (971) -13.7% 

1.818 . 
5.1B2 

261 
208 

2.~ 
2.334 . 

673 
, 1.692 

86.960 (210469) '19.8% 
--727·. ' 

, '234-

7'53 
,450 

10.869 
81S 

. 1,743 
211 
S53 

3,840 
',841 

324 
146 

4.107 
1.66' 

592-
574 
8Z0 

1.547 
496 

1.633 
3.172 
3,084 
1.557 

405, 
, ,351 

165 . 
3$5 
328 

. 550 
3.667 

254 
15.043 

1.71S 
123 

3.347 
581 
&43 

3.917 
596 
7SS 
127 

1.414 
4.1B2 ' 

203 
1S9 

1.542 
',789 

491 
1.349 

. (120) 
(73) 

(214) 
(148) 

(2.488) 
(244) 
(260) 

(S8) 
(153) 

(1.315) 
(649) 
(101) 

(39) 
. (1.087) 
, , (439) 

(131) 
(86) . 

(262) 
· {321} 

(76) 
(4n) 
(773) 
(825) 
(325) 
(113), 

, (1.51) 
(59} 

>'(81) 
(81). 
(1~ 

(654) 
(83) 

(3,296) 
(629) 
(27) 

(849) 
(174) 

. (197) 
{SS4} 

· (139) 
(1p3) 

(30) 
(404) 

(1.020) 
· (58) 

(39) 
(SP6) 
(545) 
('82) 
(343) 

·14,2% 
-23.7% 
-22.2% 
-24.7% 
~1S.6% 

-2l.0% 
·13.0% 

, ·21.5% 
·21.1!% 
·-26.3% 
-26.1% 
-23.8% 

, -Z';'%· 
.' -20.9% 
. -20.9% 
-18.2% 
-13,0% 
-23.1% 
-11.4% 
-13.2% 

.-22.4% 
-19:6% 
·21.1% 
;.17.3% 
-21.8"/0 
-10.0% 
·2~.2% 
-18.6% . 
-19.8% 

·2.7% 
-15.1% 
-24.7% 

. -18.·0% 
~2S.a% 
-17.8% 
-20.2% . 
-23.0% 
-23.5% 

.• 18.4% 
-18.9% 
-17.1% ' 
·1S.9% 
-22.2% 
-19.7% 
-22.3% 

.7'.1B.8% 
-24.7% 
-23.3% 
-27,0% 
·20:3% . 
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Tabl.6, ',' , '''' 
, ", I...' ," 

t 
I~, , 

MedicaldE~penditur. Projec:tlons, 1995·2000 ' J: 
Federal lind State Expondltura5 I ' " 

Total Exp:&l,ndit~re Growth Cappetf at 5% per Year Starting 1996 
(millions of dollars) "" ' " "'", I 

, , 

, '5%Cap: ,,5%Cap 
"J, Baseline etpind. Change %Change: ea~lIne, 'Expend. Ching.,. ~.Cha;;S 

~-----~' ------~----~~~----~------~--~~--~~--~--~~---
Total, 

, Alabam~l. 
, Al<\s'l<a, 
'. Arizona 

,A.rkl'l/')sa~ . 
Califomia 

, CoIorad() 

ConnectiClJt' 
Oel3ware 
Dlstrld or d:orumbia 
Florida 
Georgia 
HalNaii ' 

IdahO, 
Illinois" ' 

,'Indiana 
Iowa 

. " 

,1;b72.1~ ',927.098 (145.057), ·13;5% 2$4.891,' 203.9;9: ,(5Q.9S2), -2?!>% " 

12,795 "'11,.578 (1.~16) ,.9.5%2,969 2.~1 (422):,,-1'4,Z% 
'2.557 2.127" " (430) -16.8% S'4 t , 468" ,,'(146) -23,7%, 

, ".817 10,035', (1.783) ·15.1%2,836 ," 2:201 , " '(0.28)', -22:2% ' 
9,7018.000,_ ,(1,702) .17.5%2,337, ;1,760 (~77) -24.7% 

112.575, ,98,817 '(13.758)-12.2% ,26.112 '21.737" (',975) ·18.6% 
9.6~6 8;134 (1,552) -16:0""' I' 2,324 1.789,' ,(535) .23.0% 

17.299 ",1$,851, (',44a) ,'.a.4% ,4,008" 3.0487 (S2.1), ~13.0% ' 
2,254 ,1.9/.2 ' (331),~14;7% 53~" ' ,423 (116) ·21;5%' 

'6,890 ' 5.031 (858) ·14.6% 11412' ',,','07" (305) -21.6% 
47.955 38.877' (9.0'S) -18.9%\1.610 8;552(3,058)' -26.3% 
27.136 , 22.073 (5,064) -18.7010 ·<6,s67,4.~S5, (",:711) -26.1% 

3.5044 ' 2.948 '(596) -16.8% ,85f ',848 '(202) -23.8% 
2:692 ,2,302 (390) '.14;5% &i2 S06, (135) ·21~ 1% 

~,.ca, 37.34.1, (6.121) -14.1% 10,388 :8,214' (2.174) -20.9% 
23,896, 20,S?1,{3.375}~14.1%. 5;107 :4.514 (1.193) ~20.9%, ' 

8.210 7,22' , (990) -12.1% I ,',:: 1,941-':,' 'A588 , ',(353) ;'18.2% 
6.811,,'5;2.2 ' (569) '-8.4%1.579 ',. 1.373,," (206)-13:0% 

18.630 13.979 , (2..651) .15.9%" ,4.oof 3,015, (921$) -23.'% 

d I 

" ' 

Kansas' 
Kenluek'y 
Louisiana 30,472 2S.7~ (3,7'S) -12,2% ",1.1305.886 (1.244) -11~4%, ' , " , 
Maifl8 

, MOl ryland 
Mass~cl'iui3eUs " 
Miehlgan. ' 
Minl"le!,ia 
MissIssippi 
Missouri 
Montana 
Neb~ska 
Nevada 

. ,New HamJlShlre 
, ' New Jerse:y , 
, , New Mexlc:o 

New York 
~' 'North Car6Jina 

Nor1h Dakota 
'Ohio ' . 
Oklahoma 
Oregon 

. Penl'\s~lvainIa 
Rhode Isl~1I1d 
South Carotlna 
South Oa~:ota' ' , 

, Tel'lneS~Sge" 
", Texas,: 

Utah 
Vermont , ' 
VII'gii'l13 , 
Wa~hl.r\gt!>n 
West Vlrgf1'lia 
Wisconsirl 

: , 6,431 S,~ (531) -8.3% 1i496,', 1.298,(198) -13~2% 
17.535 14,844 ", (2,f?91) ~1S',3% ,'4;209,' 3,265 , (944) '-22.4'Y; 
~3,162 '28.843 (4,309) .13,0% " 1.892.< ", 6~34S ,(1,547) -19.6%' 
36.992 31.751 "(5,241)-14.2% 8.853 'G,~84' (1.869) -21.1% 
17.6GQ 15.703, "(1.968) .1'.1%~, ,4,175 ' 3.454 " (721)-17:.3% 
10.364 8.790 (1.~7S) ·15.2% ~ " 2A7~ ; ,1.93.4 (540) ·21.8% 

, 18 . .500' 15.458 (1.045) '-6.3% 'j 3.779,,' ·",400 . (379) .10.0%' 
3,'99 . 2.5S3 ,\(615) ,-19.2% : 770' 568' (202) ,~2a.2% 
4,766 ,4,17~(591).12:"% 1.128 9~8 • .' (2'10) -1B.6% ' 
3.6'10 3;129 ' (481), ~13,3% '858,'C" saa,. (170) .-19.8% 
5;077 ,5.000 rm" ~1;5%1.131 "1.100, ,(31) -2,7% 

, 37.054 33.338" (3,716) -10.0%; ,,'8.642,7:334' ,(1.309) -1S.1% 
5.339 , 4,410· '(930) .17.4%, '1,287 ,970 ·(i1n-Z4.7% 

1?4.626 136.771" (17.855). -11.5%; 36,678 30;086 (S.S~1) .18.0% 
'28 . .491 22,936,' (5,555) -19.SD

/. '6,690 6.01.5 (1.845), '~2S.8% 
2.275 2.005 (270) .11.9%; , 537' 441, ' (96) -17.8% 

44.326 3It27S(6,050) .13.8% 10;555 8.420' (1.136) -20.2%, 
10.495 ' 8.'1t", (1:694) ·16,3% '; '2;490 1'.916" (574) ~23,O% 
9.336 7.766' (1,S70} .16;8%: 2.233 1.708 (526) -23.5%. 

45.35839.995 .. ,.(5.363). -11.8% " ,10,784 ·8.798;, {U~Se)·18.4% 
,6.681 6,848' ,(833) -12.5% ' '1.585 1.286 (299)'-:-18.9% 

14.130 12,44~ : '(1.,GB') -11.9% i, • 3,304 , 2;738(567) -17.1% 
2.2'9 1.941(278) '.12.5% : ' . ,5'27 -421' '(100)' -:18,9% 

:,' 23,394, '19.824 ' (3.56~) ~'S,3%' 'S,607 4,361:(1,246} ~22.2% 
~1,71f53,l04" :,(8.507) -13,8%: ,,14 i572, 11,704" {2.868} .19.7% 

4.421 3,736 ' (GaS) .15,5% ' '1,05S ", 822 (236) -22.3% 
2,182 1,914 ',,:(269)~12.,3%! 516 ·,421 .(9n':18.S% 

17,013 14,021(2.992), ~17.e% '. ':4.096 3,084, '(1:012) -2~.7% 
,2'.647 18,080(3.568) .16,5%5;188 3,977' (1,211) -23:3% 
11.691 {:f,4,12. (2.279) -19.5%:; 2.837 2.070 (761) "·21.00/; , 
17.942 15.490 " (2.452),-13:7%:' '4,274, 3.407 '(asn ·20.3%' 

," " -- • ...... ",..,.1 

, , 
1 ,.,-, 

,,' 

; I 



Tdb!.:: ~ 

Mr.:dk;il~ E.x£:le~;':HtL;;:e Pror6'cti:~;t':rst ·.Hi9~,·~~i;\:: 
• . .'1. .. 

State E~,)endlture$, With state.s Maintillnlng Total Basellne Spending 
Fe.deral E;xpenditure GroYlth Capped al5% per Year StartIng 1996 
(millions of dollars) .. 

Tolal 

! Alabama 
· Alaska' 

Arizona 
Arkansas 
C:oIlifomia . 
Colorado 
Connectic.ut 
Delaware 
Distriet ofColumbis 
FlorIda 
Geor9kl .. 
Hawaii 
Idaho 
. lIlinols ' 
Indiana 
Iowa 
KaMas 
Ken~uck.y 
Loulslaf'la 
Maine 
Maryland 
Massachu!,etts 
Michigan 
Minne!>ota 

· Mississippi 
Missouri 
Monbna 

· Nebrash ' 
Nevada 

New Hampshire 
·NeYfJersey 
New Mexico 
NewYorll: . 
North Carolina 
. North D<lkc,ra 

Ohio 
OklahOma 
Oregon 
Pennsylvania 
Rhode IslaM 
South Carolina 
South Dakc)ta 
Tenl'lessee 

· Texas 
Utah 
Vermont 
Virginia 
Wastlir1S'ton 
Wes,t Virginia 
Wls,:oMin 
V'Iyom:n9 

1996·~!002 ----------..... - .~~----~----
60/. Cap 

BasaHne 

703.947 
. 5.552 
1.~80 
6.255 
3.852 

81,038 
6,841 . 

13,200 
1 )44 
4.568 

33.543 
16,003 . 
2.745 
1,197 

33.641 
'13,602 . 
.4.70S . 

4,335 

1.308 
12.220 
3.155 

13,600 '. 

25.605 
25.315 
12.255 

3,359 
9.903 
1.440 

2.831 
2.,661 

.3,772 
28.258 
2.169 

, 19,220 
15.075 

971 

27.209 
4.877 
5.422 

3",70 
4.715 
6.188 
·1.0H 
11.736 
33.814 

, .690 
1.351 

13. '30 
15.057 
. 4,317 
10.971 

628 

Exp6nd. Change' %Change! 

870,809 '·166',862. 23.7% 1 

7,255 
.2.393 
8.59<\-
6.280 

101,2'73 ' 
8.487 . 

14.722: . 
2,071 
5,428 

43",061. '. 
22.012 
3.3'8 
1.741 

39.772. 
17.8.59'· 
5.953 
5,014 

. 11,055 . 
'7.42~ 
4.455. 

.16.263 
29.961 

'. 31.202 
14.481 

5.711 
'. ,,,,95 " 

2,253 
3,563 
3.167-

. 3.861 
31.954-

3,496 
137,674 

2.1 ;956 
1,360 

34:468 
. 7,138 

7.275· 
'37.318 

5.677 
8.414 

. 1.412' 
16.452 

,44.571 
2.696 
',678 

16.051 . 
, 8,841 
7.629 

13.923 
872 

1.704 
413 

2,339 
2 .. 429 

14.235 
1.646 
1;52~ 

327 
8e1 

9,524-
6,009 

573 
544' 

6.131 
4.257 
1.248 
. 579 

3,745 
5.202 

703 
2.663 
4.356 
5.886 
2.226 
2."'1Z 
1.292 

B.1.3 
72S 
505 
89 

3,896 
1.327 . 

18,454 
6.881 

389 
7.260 
2.261 
1.854 

. 6,1~8 
902 

2.286 
395 

4.115 
10.157 

1,006 
328 

2;861 
3,773 
3.312 
2.957 

244 

30.7% : 
. 2.0.8% ! . 

37.4%. 
63.1% i 
16.4% i 
24.1% , 

. I 
. 11.;1%. 
. ,18.8%' i' 

.. 18.8% 1 

26.4010 r 
37.5%'; 
20,9% ' 
4$.04% : 
18.2%; . 

. 31.3% ' 

26.S% : 
15.7% ': 
51.3% : 
42.6% 
18.7% . 
19.64{<> ; 

17.0% ! 
Z3.3% 
18.2%,' . 
71.8% i' 

13.1% 
56.4% ! 
25.6% : 
19.0%.\ 
2.3% '1 

13.1% I. 

.61.2% 
15.5% 

.45.6% ,'. 

40.1% 
26.7% .. 
46.4% 
34.2% . 
19.1% 
18.9% 
36.9% 
38.8% 
40.2% 
31,8% 
59.5% 
24.3% 
21.7% 
25.0% 
76.7% 
27.0% 
38.8% 

aaseline 

129.359 

985 
366 

1.163 
715 

16.092 
. 1,268 

2,371 
322 
849 

. 8.261 
2;981 

508 
220 

6.225 
2,514 

858 
773 . 

1,361 
2,.186 

67S 
2.526 
4,716 
4.696 
2,239 

618· . 
1.733, 
.26~ 
518 
491 

'635 
5.058 
"404 

21,879 
2,80' .. 

176 
5.005 

898 
996 

5.731 
875 

1.106 
187 ' . 

2.166 
6,202 

312. 
248 

2.446 
2.78S 

808,:. 
2.021. 

'15 

~' .' . \' 

.. 

2002' 
So/. Cap' 

Expend. Change %Change 

. 174.982 . 45.624 

1,445 
475 

1.806 
',3'51 

20.201 
1.708: . 
2,820 

411 
1,087 
8,735 . 
4.SS3 

659 
367 . 

7;922 
3,686 
1.205 

968 
2,377 . 
3,532. 

691 
3.253 
5.935 
6,333 
2.876 
1.258.' 

'2.102 . 
470 
719 
631. 
664 

6,074 
755 

27,172· 
.4,552 

283 . 

7.001 
1,489. 
1.473 
7.492 
1,128 
1.699' 

.297 
3.430 

9,'25 
. 581 

341 
~.192 

, 3.774 
1,667 
2.,835 . 

"80 .' 

460 
108 
643 
638 

4.109 
.440 
449 

89 
'. "239 
. ·2.474 

1..566 
151 
147 

1.1397 
1.173 

347 
195 

1.016 
,;346· 

213 
726 . 

.. : 1.219 
1,838 

637 
640 
369 
204 
.20' 

, 141 ' 
29 '. 

. 1,016 
. 351 

5.294 
.! 1.751 

107 
',995 

59,1 
477 

1,761 
252 

. 593 . 

"10 
. 1.264 

2.924 
269 

93 
746 
991 
~59 

. 8;5 
65· 

35.3% 

.. 6.6% 
28.6% 
55.3% 
88.9% 
25.5% 
34.7% 
16.9% 

'27.6% 
28.1% 
39.5% 
S2,4% 

. 29.6% 
66.6% 

'21.3% 
46,7% 
'40.4% 
25.2% 

.14.1% 
61.6~ 
31.4% . 
213.8% 
25.8% 
34.9% 
28.4% 

'03.7% 
21.3% 
76,8% 

38.7%. ' 
.. 28.7% 

4.6'% 
20.1% 
55,9% 

,24.2% 
152.5% 
60.7% 
39 .. 9% 
65.5% 
47.9% 
30.7% 
28.8% 
53.6% 
59,1% 
56;4% 
47.1% 
862% 
37.3% 
30,5%. 

. 35.6% 
100.3% 
'40.3% . 

56.0% 



Tabl~ ?' 
MedicaId Expenditure ProJoctfons, 199Ei-2000 ~" .... 

" 

State Exp'endltures. With States Maintai'llingTo~1 Baseline Spending 
· federal E:.:penditure GroWth C~ppedat 6% p,r Yeu Starting 1996 
(millions 01 dollars) .' , 

1996~21l'OO .2000 

-Expend. 
15%Ca~ S%Cae 

Baseline C'hange %Change . Basetlno Expend. Chang' ' Of..change -
Total 458"aO 540,373 84,1~3 '. 18.5% 108.429 137.912 29.483 27.2%' 
Alabama 3.653 '4,522 889 ' 23:8% 848 . 1.149 301 .35.6% 
Alaska 1,278 1.493 .215, 1e.8% 307 3090 73 23.7% 
Mzona' 4.031' 5,205 1,176 29.1% 91$7 1.381 414 42,6% 
Arkansas 2.483, ' 3,749 1.266 ·51.0% 598 1,027 429 71.8% 

, Cali(Ot'nla . 56.267, ··~.166 6,879 12.2% '3:356 15,844 2ASe 18.6% 
Color~do 4.415 ' ,5.ZS9 845 19.1% 1.059 1.350 291 27.5%, 
Conneetleut: 8,649 9,37S ,n4 8.4% 2.004 

,. 
2,264 .,260 13,0% 

De~warEI 1.127 ' ,.1,293 16e 14.J'OA .269 328 58 21.5% 
Olstrict of Columbia 2.945 3.374 429 ,14.6% 70S 859 153 21.6% 
Florida 21.565 26.561 4.996 , ,':23.26"," 5,221 '6,904 ",.683 : 32.2%' . 
GeorgIa 10,290 13.43.4 . 3,'44 30.6% : 2,490 3;552 1,0(;2 ,42.7% 
Io1gwail .1.7n 2.070 298 16.8% ,4.25 ' 527 ' '101 23.8% 
Idaho . 7iS 1.053 277 35.So/., 

., 
185 281 ' ·913, , .52.1% 

· illinois 21.7l1 24,791 3,060 14.1% . 5,194 6,281 1.087 .20.9% . 
Indiana 8,791 ' 10,925 2.133 24.3% 2.100 2,854 754 35.9%, 
Iowa 3.059 3.680 . 621 20.3% 723 94S 221 30.6% 
Kansas 2.848 . 3.179 331 . 11.6% eeo ' 780 120 18.1% 
Kentucky 4.706. . S.eo7 1.901 40.4% 1.132 1.196 fi64 58.6% 
Louisiana 8,011 10.750 2.139 34.2% 1.874 2.791 917 46.9% 
Maine 2.456 2.784 328 13.4% 571 694 122 21.4% 
Maryland 8,767 10,113 1,345 15,3% 2.105 2.577 472 '22.4% 
Massad'luseUs 16,576 18.730 2,155 13.0% 3.946 4.719 773 19.6% 
Mlehlgan 16.336 1S,262 2.927 17.9% 3.909 4.953 1.043 26.7'% 
Minnesota 7,963 '. 9.04~ 1,080 13.8% 1.882 2.277 396 ,21.0% 
MIsSissippi 2.~7S 3,420 .1,244 ·S7.2% 519 946 427 82,2% 
Missouri 6.557 7.187 ' 629 9.6% 1,$02 '1.73,1 229 15.2% 
Montana 930 1.366 ; 436 46.9% 224 . 3137 143 64.0% ' 
Nebraska 1.844 2.206 .• '363 19.7% 4~ 

" 
565 129 . '29.5% 

Nevada . 1.723 1,974 251 ,14.6% 410 . 499 89 
" 

21.7% 
New Hampshire 2,538 2,577. ' 38 . 1.5% 

, 
56S 58' 16 2.7% 

New Jerse'l 18.521 aO;385 1;858 10.0% 4,:'321 4,97$ 654 15.1% 
New Maxloo 1,396 2.083 sst 49.2% 337 : 571 234 69.6% 
NewYor1r: 77.313 86.241 13.92.8 11.5% : 18,339 21,635 . 3,296. 18,0% 
North Carahn'l 9,710 13,372 . " :~.G62 37.7% , 2.348 .3.564 ';218 51-8% . 

Non.h Oakota 832 827 : 195 , 30.8% 149 218 69 : 46.3% 
Ohio 11.620 2.1.265 :S,645 20.7% i 4.196 5.482. 1.287 30.7% 
Ok.lahoma 3.158 4;338 11.180 37.4% ' ' 755 , 1.155 400 52.9% 
Oregon 3,511 4.491 S80 27.9".4 B40 1.167 321 39.0% 
Pennsylvania 20.193 23.169 ~:.97S 14.7% ..... 801 5.903 1.1,O~ 23.0% 

· Rhode Island 3,098 3.544 447 .. 14.4% .735 .89S ,160 21.8% ' 

South Cero6na 4.058 5.259 1,201 . , 29.6% 949 1.353. 404 42;6% 
, South Dak.ota 

~ 

660 855 195 29.6"10 157 '227 70 44.7% 
· Tennessee 7.587 a,99B 2,4~2 SU% 1.818 2,660: . 842 45.3% 

Texas . 21.944- 21.427 . 5,482 25.0% 5,182 7.030 1.&48 35.1% 
Utah 1.092 1.609 516 .47.3% 261 439 178 68.1% 
Vermcml 875 1.036 181 18.4% 208, 286< . 58· 28.0% 
Virginia 8,506 '10,002 1.,496 17.6% . 2,048 2,554 .. SOS 2"'.7% 
Washington 9,737 11,700 1,963 20;2% 2,334 3,000 ",666 28.6% 

West V1r9inl~ 2.772 ,4,511 );739 62.7% : 673 1.:Z5a :585 87.0% 
WIsconsIn 7.101 a,SEl3' 1,482 20.9% \ ;,692' 2,216 ,524- 31.0% 
W\J~rnl ... ," ....... .... _, 



'able 8 
ledicaid B,enefici,aty ~rojectlons.1994-2002 
Iy BeQieficia ry Group 

,efteficfarfes {thoos3I\dS} 1993 
Totar 32,534 

Growth 

,Benefk:iaJles by Group 
Elderly 3,687 

Growtb 

Blind & Disabled, 4,008 
GrO¥dn 

Adults & Children 19,10B' 
GnMUI 

Pc-egnant Women 8a ChildfM 4,367 
,Gfowfl\ 

IofaIs incItId6 Ani 008 ., 
!--

1994 
34,511 

6.1% 

3;818 ' 
J.~" 

5,249, 
5.7% 

19.975, 
4.5~ 

5.0~ 
J5.~. 

.~ 

'.' 1995 1996, 1997 "199&', 
36,321 37,9'47 39.502 41,027' 

5..2% 4.5% 4.1% ' 3,9"10 

r ' 

3,942 4,052 4.164' 4,276 
3.3% ' . 2.8% 2.&% .' 2.1% 

5,555 . 5.879 ~,159 6,444 
5.8% ,.5.!l% 4.&% 4.6% 

20.798 21,656 -22.528 23,360 
4.'" 4.1% , ' ".0% ,3.7% 

5,56,7 5;883 " 6,151 6,436 
10.6% 5.'M'. ".7'% 4.5% 

Avenge 
, 1993-

,'1959 ,2.003- ' 2001 2002 2001 
,42,3i6 43,400 4'4.5" .. 5 45~664 

3,1% ' 2.6% . 2.8% 2.6% 3.6% 

4,383 ' 4,494; 4,590 '~ 4,701 
2..5% '2.3% ' Z.4% 2.4% ' 2.7%', 

6,731 6,950 7,115 7.408 
4.5% 3.2% J~'l4t 3.2% ' ,4.5% 

23.962 24,512 25,075 25.651 
2.6% 2.3% 2.3% 2.3% 3.3% 

6,712 ' 6,914 7,121 7.~ 
4.3% 3.0% ' 3.o14.! ' 3.0% 5.9% 



rable 9 '. ,'. 
,~edicaid Expenditareand 8enefk:iar:y PJojeetions. 1994-2002 

, ay Regi:on . . . . 

. '. ~eneficiariea (thousands) . 
" .Totai'" . 

Gf'0II0t1i 

Beneficiaries bV ReQion " 
New Engbnd 

Growth 
Middle Atlantic 

G!tlw(1\ 
South Attan~ 

GJot.NtIa . 
East South Cenliat 

Growth _. ,~ 

West Sooth Central ' 

East North Central 
GrowIh' . , 

"West NortJ) Central 
~." 

Mountain > 

G'ovM 
P.aclfic 

Growlh " 

California . 
'GroWth .~ 

'NewYorl< 

.' GoMth '''torals include, Arizona 

1993 
32'~534' 

1.610 

,2.635 
-

4t98~ 

2.,549 

- ',3.743 

5,077 

1',652 
-
975 
.. 

~'-' .... ~-~ 1'.1 3,t 
'4.834 .• 

2,740 .. 

1994 '1995 
.34·~~1·1· 36~32'1 

6.t'" ' .5.2% 

1;700 1,761 
'5.6%' , ~.7'% 

2.741 '2845 
, t ' 

4.0% - 3.M4 
5,512- 6,027 

10.6% '. 9."% 
" 2,713 . 2.857 

6.4% S.3% 

4,069 4,372 
"'"IIJL ......... 
V.I rw~" ",-' IU 

.. 5,230 5~339 
3,0'1. 2.t" 

',941 2,914: 
'4:8% .' . 

> MJ%' 

1,057 4.,134 .. 
8.5%. ' 1.3% 

t,211 ' 1,266 
'. , 6.9'lI:. 

. ' 

'6.1". 

5,060 '5.269 
4.7% 4,1~ 

2,B44' . 2,.939 
: 3,6% '3."% 

1995, 1997 
37~941 19;502 

4,50/4 4.1'1. 

1,853 '1,921 
4.0% 3.7%. 

2,947 3,052, , 
3.6% :3.6% 

6,472" ,6.874 
7.<4'" 6.2'Mt 

2.978 3,091 
4.2% 3.8% 

4,634 4,878 
,"I'M !..2% w.",.. 

~r441', S.~56 
1.9% 2.1% 

2,On. 2.1.39 
. J.'OA 3:0%-

1,200 1,261 ' 
5.8% '5.0% 

1,352 1;414 
"5.1," _.4. 4~6% 

5,4n 5.68$ 
4_~ $.8% 

3,038 3139' 
"'_ I', • c_ 

3.4% ":·3.3% 

,', 

, . 

" 

, , 

'Average 
19&3-

,1993 1999', 2000 2001· 2002 '2002,,' ' 

41,021, 42~315 43,400 AA.c;::t,'::' .. ~ 45;~, .......... v ...... -

3.9% J.t% 2.68A '2.6% 2.6% 3.8% 

; 

1,99' 2,050 ' 2,102 2.156' 2,212 
3.6% 3.0% 2.6% ""2.6% ' 2.6% 3.6% 

3.163 3,264 3~3Jl9 3,437 3,528 
'l.6'K 3:2%' ,1.6% ".6% 2.6% . 'J.39{, 

7,239 7;522 - t,7I7 7,911 a; 1'23 
5.3% ' 3~9"AI t.6% ,2.6% 2.6% 5.6% 

3.205' 3,306 3,390 3,476 3,566 
3.7%,. :t.2% 2.5% ,2.&% 2.6% 3.8~ 

5,101 5~280:i 5,413 5,550 5,691 /; 

".~{, :!.5% 25% 2.5% Vi'll(. 4.8'K 
c 

5,696, 5,637 .5.,991 6,149 6,312 
2.5~ 2.5% ·Z.6% ,,2.6% 2.6% 2 .• % 

2 .. 205 2,267 2,327 2.388 2452 !" , . . 
.'').2% 3 .• %·' , '2,8% 2.6,cr. 2.7% ' . 2:1% 

.1,316 1,361 1.300 -. 1.431 1~46B 
..4% 3.;4% 1.5% ~_5'" 2.6% 4.1% 

1,473 1,522 1,561 1.601. 1.042 
.~:2% "3:3% : 2:6%' 2.6% . 2.6'"1. .. 42Ko 

,'5,666 6,054' '6,206 6,363 .6,525 
~ 

3..5% 2.9% ,'l.5% . 2;5%' 2.5% '3.4% 

" 3,2~'. 3~3~(. 3,408 .3,4!h 3,577" ': 
3.3% 2.~ 2.4% ·'Z.4% '~VI% '3.0% . 

, .~~ 

-; 

' .. ' . 

~c .:' •• 
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TabiD 11: 
I' 

Medicaid Expendltur. proJections, 1996·2002 , 
State Expenditures, Without Statu5 Maintaining Total Basailne SpendIng 

, Expendiitul'o Growth Capped at 50/. per Year Starting 1996. . 
(millions of dollars) . . 

1998·201)2 2002 
. !i%Cap 

Baseline ExpGnd. ChaDge %Change Baseline ~oChangft . 

Total . " 703,947 582.497 ('121,U9). ·17.3%" 129,359 95;873 .' (33,485) ·25.9% 
Alabama'" 
AJaska :" 
ArIZona 

,. Arkansas 
'Californla 
. Colorado c:::,.:: '. ,. 

Connecticut ... 
Delaware'" .'. 
District ofCCliumtlia 
Florida " 
Georgia .... 
Hawaii:" 

.,,5.552., 4;871.. (681) .12,3%· 985 802. (184)., -18.6% 
1.980 1,567 (413) ·20:8% 366' 258.(108) , ·29.6% 
6,255 ',044, (1,211), ·19.4% 1,163 830 (333) ·26.6%' 
3,852. 3;01S:(835) -21.1% 715 :. 496 (219) ·30.6% 

87.038 -- 72,803 {14.235)· ·16.4% 16.092 . 1,1.983' ' .. (4.109) "'~2S.S% 
: 8,841' 5.463 (1,378)" -20~1% , . .1.268 . 899" '(369)' .29.1 % 
13,200 11,1578 (1,522)' ,11.6% 2.371 .1.922 . (449) ._-18~9%·' 

1..744' ; 1:416 -- '(327)·' -18,8%"" .322,' 233 . '(89) .. -27.6%' 
- 4;568 ,.- ,3.707 ---, "(861) . ·18,8% I'" 849 510,:' .. -(239) -28;1% 
33',543 ''''25;761 . (7,783) -23,20,(, 6,261 ., ',' : 4.240 (2,021). -32.3% . 
16,003' i2,333 (3.670) ·22.9% 2,981" '.' 2,030,,' . ,(95'7), -32.0% 

,:,,::·2,745 . ,"2;172 '.(573) ·:·20.gok' "508 357.";,;:"'(151} -29;6% 
",197 977 (220)· ·18.4%220' 161 . (59) -26,9% Idaho 

illinois ,. ·,,''';'33,~1 27.511 (6.131)' .18.2% 6,225 '4.528. (1,697) :'27;3% 
· .Indlana' 

Iowa 
.Kansas . ". 
Kentueky' 
LOlJisian~ 
Maine 
Maryland 
Massachusetts 
Michigan., . 
Minnesota 

· MississiPPI . 
Missouri ,. 
Montana 
NcbrasU' 

, Nevada 
'New Hampshire 

· NewJe~cy . 
New Mexlco 
NewY~ 
North Carojlna 
North Dakota . 
Ohio 
Oklanoma 
Oregon 
P~nns)'lvarlla 
Rhode Islahd '. 

.' .' South Cerolin:! ' 
South OalCola 
Tennessee 
Texas' 
Utah ,-
Vermont'" :.: '. 

,V!rgl"ia' . 
. Washingtol'1 
West Vlrglnla . 
Wisconsin 

13,602 '1.124 (2,478) ~18.2% 2,514 1..831" (683) ·27,2% 
4,705 3.964 (741)' -15.7% 858 653 (206) ·2,4,0% 
4,335 3.846 (4S~)' ':11.3% 773 633 (140) .18,1% 
7,308 5;829 ~ <1.(79)' ·20.2% 1,361 959 (401) -29.5% 

12.220 10.365· (1,855) '·15:2% . 2,186 1,706 (480)' .22.0% 
.3,755 3,320. '.' (435) '·11.6% 678 546 (132). ·19.4%' 
13,600 . i 0,936 .', (2,663) .19.6% 2..526 . 1,800 (126)' ·28.B% 
25,805 21,250 (4,356) ·17.0% 4.116 3,498 (1,219) ·25.8%. 
25,315 . 20.660 (4,SSG), .-'8.4% 4,696 . 3,400 '(1;295) ·27.6% 
12.255 10.428(1.828)' .• 14.9%. 2,239" 1,7.16 (523) ·23.3%, 
3,359 2.719' (641) .19.1%' 618 447 (HO) ·27 .. 6% 
9.903 9,050 (852) -a. SOlo 1,733" 1,490 . (244) -14,1% 
1,«01,107 . (333) ·23.1%' : 266 182 (84) ·31.5% 

'2,837 2,380 (458)"' .1.6.1% 518,392", (127) , :24,4% . . ~ 
2.601 2.200 (461) ~17.3% - 491 362 (12&) ·26.2% 
3,772 3.684 (B9) ·2.3% i 635 60S (29)' -4~60/0 

28;258 24,562.. ':3,696),' ·13.1% S,OSS 4;043(1,016) . '·20.1% 
. 2,169 1.699 (470) -21.7%' 404 280 . (124) ·30.8% 

119.220 100,766 .. (18,454) .• 15.5% ?1,879 , 1'6.585· (5,294) -24.2% 
""15.075 11,518 (3,557)' -23.6% 2,801 1,896 (905) ·32~'3% . 

,971 821 :(150) ,.15.4% 176 ;35 (41)' -23.4%-
27,209 22.419' \ (4.790) -17.6% 5,006 3.690 (1.316) ·26.3% 
4,877 . 3,893 ·'(984r·26.2~~ . 898 .641· (257) ·28,7% 
5.422 4.30. '(;.118) ·20.&%' 996 708 ' ...... ~87j' '.28.9% 

31.170 26,237 (4,933) ·15.8% '5.731 4,318' (1:413) ·24.7% 
4.nS ...... 3.995'"' ,(780) -16,3% ., .875 • 558 (218), ~24,9% 
8,188 '5,2.67 (921) ~14,9% 1,106 '867"'>(2.39) ~21,6% 
1.017 850' (167)' '·16.4% 187 140'.' (47) .25,0% 

11.736 '9,473 (2,263)' ·19.3% . 2.~6S 1,559 (607)' .28.0%;;' 
3~:814 27.871 (5.936) ~17,6% 6.202 ~,58S :'<',613)' ·26,0% 
1,690' ',360 ' (330) ·19.5% . 312 . 224 ' (sa) - ·28.3% 

"1,351" 1,131 ' '(219) '.16,2%:" ',,2.48 1as .. {S2} ~25,O% 

13,190 10.330 C~.861) -21.7%·. ,. 2,4461.700 .. ' (746)," ·30.5% ' 
15.067 11;983 ·.(:~.08S) ~O.5% I. 2.783 1-'172 ' (810)" ~29.1% 

. 4,3H 3,28~, ('1.029) -2.3.8% . -8QB 541 (267) ·33,0%. 
~ 10.971 9,034 ('1,931) .17:7% .. 2,021 ., 1,487 (534) ·26.4% 

J , •• ~ • 
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'Tabla 12 
Medicaid EX~l)enditure ProJeetions.1996-2002 

. Federal a~d State Expenditures 
Total Exptn.~lture Growth Capped at '5% per Vur Starting 1996 
(millions of dc)lIars) . . " . , 

Total 
· Alabama·. "V 

Ale$~J 
Arizona' 
Arkansas 

.. ::"·-·'Ca6fomia.:."···· , 
. . . Colorado" : . ,<; .• " 

.Connec:f.IClJt . 
::;. ·Oefriwiire ' .. 
·,District·01 Col'umbla 

.;,:~Iorida:·" .' ~.,,; 
.. ~.:-=~.~Georg ia ''':.' , .. " ... 
'.~,":": HawaU,· ,.. .." 

Idaho· ~ . 
illinois" 
Indit)na 

. Iowa 
Kansas· 
Kentucky' ! 

'. LouIsiana ' 
.. ,,,.- MaiM 

· Maryland 
Massachusetts " 

'" Michigan 
Minnesota 
Mississippi 
Missouri 
Montan~ 
Nebraska 
'Nevada' 
NeW Hampshire 

.. ; New Jersel)' " •• 

New Maxi(X) . 
New.york· .. 

-, -' North Carolina'· ' 
Noril'lO;Jkota 
Onio .. , ,:.' 

. Oklahoma 
O(eg-an~ .. -.: . 

·-:'·Pel\t'isYMit\~, 
.::Rho<te,lsland :.,., . 

:":'::'Souiti Car:olirli!" . 
'''South Daic:otil' 

l'eMeSSQe~' ... .-:: . 
· Texai'" ., 

.. Utah , .,-
-- ' .. , .'~ " Vermonl·-~"· ~. ., 

,,·:,.:·V!rglnla " .:- ... 
... Washington" 
· Wast Vlrgilnlil. 
WI~consin " 

Baselln., 

1.654.389 

19.445 
.3.960 
18.336 
15;051 . 

174;076 
·15.009 

. ~6.400 
:.::3,487 

9.135 
.:.74i591 

·':IJ2.203 
: c'$;489 , 
". 4~ 156 
67.283 
38.972 
12.628 

. ,10.365 
25.823· 
46;482 

9,831 ' 
. 21.199; 
"St211 
.57 .• 328 . 
27,190 
16.004 
2(.919 

4,9Sl 
.7.335 

5,577 
'1i S4S 
66;515 . 
8,294 

238;440. 
:.44;234 

.,. .3i4g3 
. ·6a:.4S~ 

16.081 
1'4.415 

. '70.013 
,:·10,300 ' 

'21.546: 
',3:3;422. 
; .. 3&,190 
.95.089 
,·6,840 
:~.361 
'26;381 
33.498, 
"8.209 . 
27.118' 

. , 99&·2002 . ;' 2002 . 
51- ~ap .' 5% Cap 

Expend. Change %Change, Bas.ling Expend. Change . %C-hang'e-

1.366!071 (288.312) ·11.4% 303.952 224.~~ :.<79.109) -26.0% 

. 11,061' (2.384) -12.3% .. 3;451.,~ .. 2.808-. (e43f-:~::18.6% 
3.135, . (825) ·20.8% . 733 516 . (217).29.6% 

14.188" (3.550) -19.4% 3,410 2.434 (916)· -28.6% 
11.783 (3:264) ·21.7o/a· - 2.795' . 1.940 .. (855) -30.6%· 

. 14S.606. (28;470) .18.4% ··"·32.1e4 .. --·~:::23.965·_:~·(8.219) : .. ·25.50/0 
11,985 ... "-(3.024) -20.1% '. '. 2,781 : ,,,;.': 1.973.· .. ; '. (809) ~29.:'I% 
23.356 (3,044) -11.5% - 4.742 ", 3.844" (898) -18.9% 

... 2.833.. {655}·. ,·1a.8% '.' ' ... , 644 ".~. . (178) -27:0% 
'.~'." .7~414., ... (1,722} , .. _,j8.S% .. ,:,1.ea7 '" 1.220·.,.{477.), 0·28.1% 

51.285 ' .. (1T,306).· . :;;23.2%.. .'"".--::' .. ' 3.92l .. ~. ..9.~29.,> (4.495) -32.3% 
32.52. ." (9.679) . ,,.22.9%.,:::"':.7.87S._~:~:~ 5,353'::: '(2:523) 42.0% 
4.343 ('i'46) -20.9% .. 1.01Eh".:;·'· 715 .. ' (301) -29;6% 
3.392. (764) -18.4%' . 7S4 .558'·: . (206) -2fHi% 

66,021 (12.261)' -18.2.% 12,4S0 9.056 (3,394) ·27.3% 
30.2.37 (8,735) -18.2% 6.832 4.977 (1.856) .. 27.2% 
10,640 (1.989) .15.7% 2.304 '1.751 (552)-24.0% 
9.198 (1,161), ·11.3%' 1.849 1;514 (33S) '-18.1% 

20,598 (5.225) -20.20/0 4.808 3,390" (1.4'8)·29.5% 
39.425. (7,057) ·15.2% 8.315 6,489" '(1.828) -22..0% 
8.693 . (1,138) -11,6% ." 1.776 .. ·'''''' 1.431 (345)· ·19.4% 

21.873 (6.326) -19.6~ 5,053 :fsoo (1.453) -2a.8% 
42.500 {8.711} .17.0% . -9.432 .. ;.. B.995"'· (2.437) -25.8% 
46.785 ., (10.S42) -18.4% . 10,833 7,700: .... (2.933) -21.6% 
23.138 (".052.) .-14.9% 4.968 3,808 (1,160) -23.3% 
12,951 (3,0S2) -19.1% 2.9422,132 (811) -21,6% 
22..774 (2.145) -S.S~o 4.361 3.748 {613} ~14.'% 

3,801 (1,146) :.23.10,(, 91; 627.(288)' -31.5% 
6.152 (1;183). . ·16.1% 1.340 1.013 (327) -24.4% 
4.610 (967).-17.3% 1.028 759 (2S9). .-28.2% 
7.368 (177) -2.3~'(' 1,270· 1,213 (58) -4.6% 

49.123 (7.392) -13.1% ,10.1'6.~,· '., 8.08S~: .(2,031) -20.1% 
e,49S . (1,796) -2\.7% 1.$45: . ·~.069 '(475) -3,O.e% 

201.53,2 ' :(3G,9OS) -1$,S~ <4-3,7$1 .. 33.1iQ· ('0,687) .... 24.2% 
33,796 .. (10,438)'" '·23.6% .~,.:: 8,219.; .. :.~" s.,sai;.~,I!(i,656), .-32.3% 

2.955 . (S39) .15.4% 835 ..... .taS .... (148), ..23.4% 
'56.<4-00" (12.049) ·t7,6% ..... 12;594 _. 9,283·--.. : (3.311) -26.3% 
12.83S:{3.24S) -20.2% .. 2.961 '. 2.113 (E48) .·28.7% 

:= ' 11.444' (2.972) ·20.6% .. ~ 2.648' ' .. '''':'1 ;883.; .. ~. (764) ·28.9% 
58.932 (11.D81)-15.8%:12;$74·..9;100 '(3,174) '::24.1% 

::.--,. 8.617 (1.682) . -18.3°/{, ~,. .1.8881,4..1.8.... . (470) ·24.9% 
: ... 18.338 -:. (3,207) -t4.9% ..... 3.951 3,018 . - ·(832) ~21.6~" 

2,860 .c' . (561) .16.4"10. - 628:""4'71" (157),. ·25.0% 
29.2' 1 (6,979) -19.3%... 0.878 . 4,808' (1.870) ·28;1)% . 
78.396 (16,593) .17.S% 11.440 12,903 ( .. (~~7). -26.0% 

5.504:" (1,336) '-19.5% .. "-- 1.263''':'''' 9OS-- (357) ~2.8.3% 
~.820 .--' <S47') -16.2% .. ,. 619:~~> 464 (154) ·25:0% 

20,S59 (5,722) '-21.7% .', 4.892' .. ~:':' .. 3.400 : .. (1.492) 40 .. 5% 
26,$40 .' (6.eS8) ,:.20.5% '--6.180. 4.38.5 ---(·1.802) -29.1% 
13,868 (.,341) -23.8% .. 3:408, 2,483. (1.1215) --33.0.% .. 
22,824(4.894) -17.7% S.10$ . 3.757 '(1',349) . ,26.-4% 
. r!..... ""'~"1i" .,." 1'\0'" ":tc:.. ->t:.t:. fO&t\ _"''7 Jtol.. 

.-'v 

-'", .... 



MEMORANDUM FOR 

FROM: 

SUBJEC'r: 

THE WHITE HOUSE 

WASH I NGTON 

Ft~bruary 2, 1996 

THE PRESIDENT 

Carol H. Ra,sco G~ 
New Hampshire Medicaid ~aiver 

You had asked about an item in the weekly summary from Cabinet 
Affair:3 on ,a New Hampshire Medicaid waiver (attached). 

Al thclU9h the description in the report; seemed to sugg'est that the 
waiver is ready for approval, in fact,the state has revised its 
reques·t a number of times, and at' the ~oment there is no pending 
waiver request that HHS can approve or deny. 

The state originally submitted a waiver request in June 1994, but , , 

dropped the plan a few months later when the Commissioner of 
HeaLth and Human Services left. Since that time, the state has 
sent HilS three additional "concept papers/it -- in. June 19.95, 
September 1995, and January 1996. HHS: has provided the state 
wi th tE~chnical assistance along ,the way, and a formal waiver 
proposiil is expected from the state wi thin the next few weeks. 

cc: Marcia Hale 



IHt rftt.~lut.n I nnoJ w ...... 
,_(}o,oq'-..:l 

(HIlS) regarding an interpreultion of the Multi-Ethnic Placement Act of 1994 (MEPA). 
Recent negotiations between MN and HHS have failed to resolve I:IHS' s assertion that MN is 
not in ,compliance with MEPA and that Federal funds would be terminated under Title VI. 
During the coming week, the Civil Rights Division hopes to meet with llliS and the Office 
of Legal Counsel to discuss the matter. ' 

• Government will Refrain from. riling Civil F9rfeiture Actions Against Tribes Involved in 
New ,Mexico Gaming: In Pueblo of Santa Ana v. Kelly, the parties signed a stipulation 
setting aside a hearing on a motion for preliminary injunction. The Tribes will withdraw 
their mandamus and injunctivc~ relief motions. ,In exchange, the government agreed to refrain 
from filing civil forfeiture ac~ions during the pendency of the action. The Tnbes have also 
agreed not to block highways, and to voluntarily close down their operations if the judge 
uiltimately finds that the gaming is unlawful. 

• Solicitor General To Defend Constitutionality of Statute Concerning Indecent Cable 
,Programming: On or before January 29, DO] will file a brief 00 the merits in the St:preme 
Court in Denver Area Educational, Inc. v. FCC. The government is defending the 
c(mstitutionality of Section 10 of the Cable Television Consumer Protection and Competition 
Act of 1992, which deals, with indecent programming on cable television. The provision's 
constitutionality was upheld by the D.C. Circuit sitting en banco 

DEPARTMENT OF IlEALm AND HUMAN SERVICES 

• cne Report on Tobacco USE! Released: On January 25, the CDC released a new report 
summarizing data on tobacco use in aliSO states and the District of Columbia. This is the 
first compilation of state-based data on the prevalence of toba,ceo use, the he2.lth impac:: and 
costs associated with tobacco use, tobacco control laws, and tobacco use pre\Oentionand 

(<<
contrOl programs. According to the' CDC report, tobacco use remains the leading 

\ pr,eventable cause of death in the United States, causing more than 400,000 ceaths eac: year 
I at an annual cost of more than $50 billion. 

~ ~ 
~~~ 
-~ 

N(~w Hampshire Medicaid W:aiver: The Granite Stare Parnrership for Access and 
Aitordabiiity in Health Care, a statewide section 1115 demonstration proposal; would e""{pand 
the cutoff for Medicaid eligibility for pregnant women and children from 170 - 185 % of the 
Federal poverty level, and extend Medicaid cov~rage to the uninsured up to 155 % of De 
Federal poverty level. The plan would also eliminate categorical and asset requiremen:s, 
Crt~te a public insurance product to provide health care coverage to low income workc-rs, 
and provide a broader array of community services for the frail elderly and disabled. The 

tclte sub~tted a J;evised proposal June 20, 1995 and met with the Administrator on JLJle 26 
to discuss various options for health reform. Based on these discussions, the State has 

, submitted a new concept paper for reform of its health care system. An issues letter '''<is 

sent to the State by HCFA on October 20. HCEA is currently a\lo-aiting the State's res;>onse. 
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