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RESTRUCTURING MEDICAID l

PREAMBLE

For most of the last decade, health care expenditures in the United Siates have far
exceeded overall growth in the US. economy. And while medical inflation is declining public
arnd privately funded health care costs contbruie to Lirnzt the long 1erm economic growth of the
nazion. For suwiles, the primary impact of health care coszs on stare budgers has been in the
Medicaid program. Annual Medicaid growth over the last decade has beem well in excess of
10 percent, and in half of those years anrual growth approached 20 percent Determining the
causes of such unbridled growth is difficult. However, major conmriburing factors include:
congresswonal expansions in the program, cowrt decisions limining the siates in their ability to
corarol costs, policy decisions by states maximizing federal financng of previously siate-funded
health care programs, and changing demographics.

Restricting the growth of Medicaid is no easy task Medicaid is the primary source of
health care for low income pregnant women and children, persons with disabiliries, and the
elderly. This year, states and the federal governmen: combined will spend more than $140 billion
in this program providing care 1o more than 28 million people. The challenge for the nation,
and Governors as the stewards of this program, is 1o redesign Medicaid so thar health care
costs are more effectively contained and those that ouly need health care coverage continue to
gain access o thar care while giving states the needed fledbility to maxrimize the use of these
limited health care dollars to most effecdvely meex the needs of low income individuals.

THE NEW PROGRAM

Within the balanced budget debate, a rumber of akernasives 1o the existing Medicaid
program have been proposed The following owilines the naton’s Governors proposal thar blends
the best aspects of the cuarent program with congressional and administration aliernatives
loward achieving a streamlined and state-flexible health care system zha:gzmmmeés health care
0 our most necdy citizens.

Program Goals. The program is guided by four primary goals.

A m,baﬁcheakhmnaquwnmbnkmmbwabkpopnladammmbe
2 The growth in health care expenditures must be brought under control
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3. States must have mazimum flexibility in the design and implementation of

cost-effective systerns of care.
4. Stares must be protected from unantcipared program costs resulfing from economic
flucruadons in the business cycle, changing demographics, and nawral disasiers.

Eligibilisy. Coverage remains gugronreed for:
o Pregnant women 1o 133 percent aof povery.
o Children 1o age 6 o 133 percent of povery.
o Children age 6 vzough 12 10 100 percent of poveryy.
e The elderly who meet SSI income and resgurce siandards.

e Persons with disabliies as defined by the stae in thefr siate plan States will have a
funds set-aside requirement equal 1o 90 percemt of the perceruage of rotal medical
assistance funds paid in FY 1995 for persons with disabilities.

o Medicare cost sharing for Qualified Medicare Beneficiaries.

o Either:

— Individuals or families who meet current AFDC income and resource standards
(smie: with income standards higher than the nguonal average may lower those
standards to the narional average); or

— Stztes can run a single ebigibility system for individuals who are eligible for a new
welfare program as defined by the state.

Consistent with the stawte, adequacy of the state plan will be determined by the Secretary

of HHS. The Secretary should have a tme certain 10 acx

Coverage remains optional for:
o All other optional groups in the current Medicaid program
o Other individuals or fomilies as defined by the state but below 275 percent of poveny.

Benefits

o The following benefis remain guaranteed for the guaranteed populations only.
— Inpatient and outpatient hospital services, physician services, prenatal care, mursing
facility services, home health care, family planning services and supplies, laboratory
and xray sevices, pediowic and family murse pracdrioner services, murse midwife
services, and Early and Periodic Screening Diagnosis and Treamment Services, (The
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“T” in EPSDT is redefined so thar a swate need nor cover all Medicaid oprional
services for children.)
e At a minimum, all other benefits dejined as oprional urnder the current Medicaid
program would remain optional and long term care opnons significantly broadened.
o States have complete flexibility in defining amounr, duranion, and scope of services.
Private Right of Action
o The following are the only rights of action for individuals or classes for eligibiliny. Al
of these feawures will be designed 0 prevenr states from having 1o defend agaih:t an
individual's suit on benefits m federal court
— Before taking acrion in the state courts, the individual must follow a siare
adminiszrative appeals process.
— States must offer individuals or classes a private right of action in the stare courts
as a condiion of parddpation in the program.
— Following action in the siate courts, an individual or class could pertion the U.S.
Supreme Court
— Independent of any siate judicial remedy, the Secrerary of HHS could bring acrion
in the federal cowrts on behalf of individuals or classes but not for providers or
health plans.
e There should be no private right of action for providers or health plans.
Service Delivery
e States must be able 1o use all available health care delivery systems for these
populations withour any special permission from the federal government

e States must nor have federally imposed limits on the number of beneficiaries who may
be enrolled in any network

Provider Standards and Reimbursements
o States must have complete awhority to set all health plan and provider reimbursement
rme:w&hambuafameﬁom:hefedua!gwmmorﬂwaxoflzgdacﬁan of the
provider or plan.
o The Boren amendmers and other Boren-like stanuory provisions must be repealed

o “One hundred percent reasonable cost reimbursement” must be phased our over a two
year period for federally qualified health centers and rwal health clinics. - '
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and be unburdened from any federal minimum qualificarion standards such as those
currently set for obsteticians and pediarricians.

e For the purpose of the Qualified Medicare Beneficiaries program, the states may pay
the Medicaid rate in lew of the Medicare raie
Nursing Home Reforms
o States will abide by the OBRA '87 swandards for nursing homes
o Stztes will have the flexdbilily 10 determine enforcement swategies for nursing home
standards and will include them in their siaze plan
Plan Administration
e States must be unburdened from the heavy hand of oversight By the Health Care
Financing Administration.
o The plan and plan amendment process must be sweamlined to remove HCFA
micromanagemen: of Stare programs

o Ovasight of siate activities by the Secretary must be streamlined to assure that federal
intervention occurs only when a stae fails 1o comply substandolly with federal statutes
or izs own plan

o HCFA can only impose disallowances that are commensurate with the size of the|
viglation.

o This program should be writen under a new ttle of the Social Security AcL

Provider Taxs and Donations |
e Currenz provider tax and domation restrictions in federal statures would be repealed.
o Current and pending swate disputes with HHS over provider taxes would be discontinued.
Financing. Each sizte will have ¢ maximum federal allocation that provides the state with the
financial capacity 1o cover Medicaid enrolles. The allocation is available only if the state puts
up a maiching perceniage (methodology to be defined). The allocarion is the sum of four

factors: base allocation, growth, special grants (special gramts have no stare marching
requirement) and an insurance umbrella, described as follows:
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1. Base In determining base expendinires, a state may choose from the following—]1993 |
( ependitures, 1994 expenditures, or 1995 expenditures. Some swares may require special
provisions to correct for anomalies in their base year expenditures.
Growth. This is a formula that accounts for estimated changes in the state’s caseload
(both overall growth and case rux) and an inflaton factor. The derails of this
formula are 1o be determined This formula is calculated each year for the following
 year based on the best avaiable dara
3.  Special Granss. Special grant funds will be made available for certain siares to cover

[

illegal aliens and for cermain siates to assist Indian Health Service arnd related faciliries
in the provision of health care 1o Nanve Americans. States will have no maxchiﬁg
requirement to gain access [0 these federal funds

4. The Insurance Umbrella This inswance umbrella is designed to ensure thar siares
will get access to addidonal funds for cemain populations Y, because of unantcipared
consequences, the growth facror fails o accurately estmate rhe growth in the
population Funds are guaranteed on a per-beneficiary basis for those descaribed below
who were not included in the esumates of the base and the growth. These funds are
an enttlemenr to states and not subject to annual appropriations.

Popularions and Benefits. Access 1o the insurance umbrella is available to cover the cost
of care for both guaranteed and optonal benefirs. The umbrella covers gll guaranteed
populations and the optional portion of two groups—persons with disabilities and the el-
derly.

Adccess. 1o the Insurance Umbrello. The insuwrance wmbrella is availgble 10 a state only
gfter the following conditions are met. |

1.  Stazes must have used up other available base and growth funds that had not
been used because the estimated population in the growth and base was greater
than the acal population served

2 Approprizte provisions will be eswblished 1o ensure that states do not have
access 1o the umbrella funds unless there is a demonstable need

5.  Matching Percertage. With the exception of the special granss, states must share in
theka:tafﬂzepmgrmAm%nmmh&:gconribmionbzzheprogrwn will not
aceed 40 percent.

&  Disproportionate Share Hospital Program. Currenr disproportionate share hospital
spgndingwﬂbebmhdzdmmcbascDSHﬁmd:mbeapauanheakhcmfor
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low income people A state will nor receive growth on DSH if these funds construre
more than 12 percent of tomal program expendines.

Provision for Territories. The National Governors' Association soongly encourages Congress 1o
work with the Governors of Puerto Rico, Guam, and other terrisories towards allocaring
equitable federal funding for their medical assistance programs.




