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Background 

Why it is a block grant. 

• 97% of total Federal funding is set in law and apportioned to states formulaically. 

Even if inflation doubled or the number of seniors needing nursing home care 
increased, total Federal Medicaid spending is fixed. States would have to absorb 
the excess costs. 

While a State's allocation from the fixed Federal pool may change over time, the 
total Federal spending does not. This implies that when one state's allotment goes 
up, another's goes down. 

Why the block grant formula is the same as the Conference Agreement. 

• Both include virtually identical "needs-based amounts", "floors", and "ceilings". 

The Republican bill allocates money to states using a formula that intends to 
allocate funds according to need, but really gives states "floor" and "ceiling" 
growth rates. This is the same approach as taken in the Conference Agreement. 

Enrollment growth is not in the formula. 

The only actual Medicaid enrollment in the formula takes the form of a case mix 
index. This is different than incorporating enrollment growth. 

• While there is an inflation factor in the Republican formula, it is irrelevant. 

Since (a) most states get the floor and ceiling growth rates rather th%i the needs-
based amount, and (b) the adjustment factor (scalar) bumps all states up or down 
to control states to the national fixed cap, the inflation term in the needs-based 
formula is muted. 

DSH is included in the base and growth. 

Since DSH is included in the base, States with large DSH programs get to keep 
the money at the expense of low-DSH states. This is different than the NGA 
agreement which froze the growth in DSH for high-DSH states. 

Why money does not follow the people. 

• The allocation method in the block grant does not include caseload growth. 



The umbrella fund is flawed. 

It is time-limited. A state gets the money only for the year in which enrollment 
growth for eligible groups is higher than "anticipated"'. If those enrolled people 
remain in the program and their growth is not "excessive", the states does not 
receive any additional fund reflecting the expanded population. They must 
accommodate the new people in the block grant based on their old caseload. 

It is hard to access. The following are the conditions that a state must meet before 
receiving umbrella funds: 

It must have used all block grant funds, including any carry over funds 
from previous years. 

The umbrella is just for mandatory and some optional populations. 
Optional disabled are only considered if the old definition of disability is 
used. Optional eligibles are counted only toward the umbrella only if they 
are given the guaranteed benefits package. 

"Excess" enrollment in one group must offset "less than anticipated" 
enrollment in other groups. If a state has "excess" children, but lower than 
"anticipated" elderly and disabled, it may not receive umbrella funds. 

"Anticipated enrollment growth" has nothing to do with enrollment 
growth. It is simply the difference between the block grant growth rates 
and CPI. Thus, States with "floor" growth rates are more likely to receive 
funds than states with "high" growth rates. For example, New York, 
which receivfc the lowest growth rates (2% by 2000), will have virtually no 
"anticipated enrollment growth" so that any additional enrollment in 
eligible groups will yield umbrella payments. In contrast, a state like 
Florida, which has a "ceiling" growth rate (about 7.2% by 1998) will have 
a difficult time accessing umbrella funds. Its "anticipated enrollment 
growth" would be over 4 percent, which is significantly higher than the 
general enrollment growth rate of 3 percent. 

Umbrella funds are not folded into the base or carried over. 

It is not sufficient to help states in times of great need. 

The per-beneficiary amount that states get for "excess enrollment" is (a) 
indexed by CPI, which is lower than most estimates of health care cost 
inflation; and (b) is multiplied by the old FMAP, which is lower than the 
new FMAP used in the block grant. 
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MYTHS AND FACTS ABOUT 
THE REPUBLICAN MEDICAID REPEAL 

H,R. 3507 (Archer-Bliley) 
(Revised, May 23, 1996) 

MYTH #1: WE'RE INCREASING MEDICAID SPENDING, NOT CUTTING IT 

FACT: The Republican budget would reduce Federal spending on Medicaid over the 
next 6 years by $72 billion. This means that, compared with what the Congressional " 
Budget Office (CBO) estimates is necessary to maintain the program's currentJevel_pf 
coverage, the Federal government would be spending $72 billion le$? - a cut of about 
9 percent. In the year 2002 alone, the cut in Federal Medicaid spending would be 16 
percent below the amount CBO estimates is needed to maintain the program at its 
current level of coverage. , -, ^ / LS® 

Cuts in Federal spending are less than half the story, howeverlf fhe States 
reduce their own spending as allowed under the Republican budget^tate Medicaid 

\ 

\ 
\ 

spending will fall by $185 billion over the next 6 years. The totaJ.eut in Medicaid 
spending - both Federal and State spending - would be $gS#6illion. or 18 percentrln 
the year 2002 alone, the cut in total Federal and State spending would be 23.5'percent 
below the amount CBO estimates is needed to maintain the program atjtscurrent | e v e | 

MYTH #2: WE'RE "REFORMING" MEDICAID BY "RESTRUCTURING" IT 

FACT: The Republican bill would repeal the Medicaid program and replace it with a * ^ f 
block grant to the States. More specifically, the Republican bill repeals the individual 
Medicaid entitlement effective on October 1 of this year - just-a-little over A months— 

^namn^ew^^indltTepeals the current Medicaid stattrie-QfuQctQkerr1^4997f In place of 
the current Medicaid insurance program for basic health and nursing home care for 
over 36 million Americans, the Republican bill would create a block grant of Federal 
funds to the States. Needy Americans would no longer be entitled to basic physician or 
hospital or nursing home care; instead, States would be entitled to fixed amounts of 
Federal dollars and could vary the benefits they offered from person to person and 
area to area. It is difficult to imagine a more radical departure from current law. 

MYTH #3: THE REPUBLICAN PLAN IS BASED ON THE "UNANIMOUS," 
"BIPARTISAN" PRINCIPLES ADOPTED BY THE NATIONAL GOVERNORS' 
ASSOCIATION (NGA). 

FACT: On February 6, the NGA adopted a 6-page policy statement outlining their 
proposal for redesigning the Medicaid program. On May 22 - with no input from the 
Democratic Governors - Republican members of Congress introduced a 201-page 
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legislative text purporting to reflect the NGA policy. However, the bill is the same 
Republican Medicaid repeal that was vetoed by President Clinton last December, with <\ 
some^additiorial fig leaved to camoflage the radical nature of the changes it seeks. 

According to New York Times (May 22, 1996), here's what the Democratic 
Governors think of this so-called "bipartisan" bill: 
• Governor Howard Dean of Vermont: this bill was written by the "right-wing 

majority in Congress...for the purpose of forcing the President to veto it." 
• Governor Bob Miller of Nevada: "There has been no Democratic participation or 

inclusion" in the drafting of this legislation. 
• Governor Roy Romer of Colorado: "It's obvious Republicans want to give 

[President Clinton] a bill he can't sign." 

MYTH #4: THE REPUBLICAN BILL GUARANTEES COVERAGE FOR THE ELDERLY 

FACT: The Republican bill puts the elderly - especially the frail elderly in nursing 
homes - and their families at risk of paying large amounts out-of-pocket for needed ^ 
care and of losing much of their current coverage altogether. - ^ , ( / x ' 1 LP1' 

P,, h < r " • " J i t 1 1 J 

• The Republican bill repeals the current Entitlement thatiow-income elderly 
Americans have'ic needaaKnursing home care, effective October 1 - just 4 
months from now. \ Elderly Americans would no longer be gtfaranteed nursing 
home coverage if they used up their own funds paying for neajthr^rer - p-<-k ^ 

• The Republican bill repeals the current requirement that nursing home services 
and other benefits be "sufficient" in scope, allowing States to limit coverage to, 
say, 14 days per month, or 2 months per year. Elderly nursing home patients 
and their families would have to pay for the care received during those periods 
the State chose not to cover. 

• The Republican bill repeals the current law requirement that nursing homes (or 
other providers) accept payment from Medicaid as payment in full. Elderly 
nursing home patients and their families would have to pay the difference 
between what the State pays the facility under Medicaid and the rate that the 
nursing home charges to its private patients. 

• To compound this cost-shifting problem, the Republican bill repeals the current 
law requirement that States pay nursing homes "reasonable and adequate" rates 
for the services they provide to Medicaid patients, and it prohibits nursing homes 
from suing States in Federal court to obtain "reasonable and adequate" 
payment. As a result, States could pay "unreasonable and inadequate" rates to 
nursing homes. Of course, the facilities would then have little choice but to 
make up the reimbursement shortfall by collecting from their Medicaid patients or 
their families (i.e., spouses or siblings or adult children). Furthermore, the 
payment of "inadequate" rates could jeopardize the ability of the facility to 
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provide quality care notwithstanding the continuing application of current law 
quality standards, especially in facilities with large numbers of residents eligible 
for Medicaid. 

The Republican bill repeals the current law prohibition against the imposition of 
cost-sharing requirements on Medicaid nursing home patients. As a result, 
States could require each beneficiary to contribute, say, $25 per day toward the 
cost of nursing home care (there are no limits on the amount of cost-sharing a 
State may impose on an elderly beneficiary). Since most of the beneficiary's 
income is already applied toward the cost of care, the burden of this additional 
cost-sharing would, as a practical matter, fall on the individual's family. (The 
bill's provisions relating to "family impoverishment" apply only to the State; they 
do not prevent a nursing facility from collecting unpaid cost-sharing obligations 
from a beneficiary's family). 

Tbe Republican bill repeals the current law prohibition against limiting or 
denying benefits solely on the basis of diagnosis, illness, or condition. This will 
allow States to reduce their coverage for elderly individuals with conditions that 
are expensive to treat. For example, a State could provide unlimited nursing 
home coverage to an elderly individual with terminal cancer but limit nursing 
home coverage for an elderly Alzheimer's patient to 1 year. (The bill's 
prohibition against preexisting condition exclusions does not bar States from 
discriminating in coverage against individuals with health problems they did not 
have prior to qualifying for Medicaid). 

The Republican bill repeals current law "freedom of choice" protection, which 
ensures that Medicaid beneficiaries can choose the physician or other provider 
from which they receive covered services. (Providers are not required to 
participate in Medicaid). States could therefore require elderly beneficiaries to 
receive services from nursing homes, physicians, or managed care plans 
selected by the State - not by the beneficiary. , ,v . .Jp^^p 

The Republican bill/prohibits the elderly Americans Hand their families from 
seeking to enforce ftjeirj^hts under Medicaid, including their rights to 
"guaranteed" coverage and their rights to nursing home care of adequate quality, 
against a State in Federal court. 

MYTH #5: THE REPUBLICAN BILL GUARANTEES COVERAGE FOR CHILDREN. 

FACT: The Republican bill strips over 18 million poor children of the health insurance 
coverage which they are guatantsedunder current law. Children with disabilities or 
health conditions that are expensively treat - and their families - are at particular risk 
of losing coverage. 
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The Republican bill repeals the current entitlement to a basic benefit package for 
every American child under 13 living in a family in poverty. This repeal, which 
will leave over 18 million children uninsured, is effective October 1 - just 4 
months from now. — ••• ;•.,.•<>•. / ^ / C 

v (..(••. , i.. ('.'•• •''-. . 
The Republican bill repeals the current requirement that States provide basic 
health care coverage to children age 13 up to 18 living in poverty (this 
requirement is being phased in one year at a time). Under the Republican bill, 
coverage of these children would be at the option of each State. 

The Republican bill repeals the current requirement that, for all eligible children, 
States provide coverage for necessary treatment for physical and mental 
illnesses and conditions discovered during the course of a periodic health 
screening or physical exam. As a result, States could limit payment - or deny it 
altogether - for the necessary treatment of physical or mental health problems 
that a child has been diagnosed as having. 

The Republican bill repeals the current law requirement that physician, hospital, 
or other so-called "guaranteed" benefits be "sufficient" in scope. As a result, 
States would be allowed to limit children to, say, 1 physician visit per month or 5 
hospital days per year. Children needing additional care would then have to 
seek charity from the provider or financial help from their relatives or churches. 

The Republican bill prohibits children (or their parents) from seeking to enforce 
their rights to "guaranteed" Medicaid coverage against a State in Federal court. 

MYTH #6: THE REPUBLICAN BILL GUARANTEES COVERAGE TO THE DISABLED 

FACT: Under the Republican bill, some 6 million Americans with disabilities will lose 
their entitlement to basic health and long-term care coverage. As a result, these 
Americans - and their families - are at risk of paying large amounts out-of-pocket for 
needed care, or of losing their coverage altogether. 

• The Republican bill repeals the individual entitlement to basic health and long-
term care services that disabled Americans eligible for Medicaid now have. This 
repeal is effective on October 1 - just four months from now. 

Under the bill, States would not be required to offer coverage to individuals ' ^ 
determined to be disabled for purposes of SSI; instead, States would be able to 
use their own, potentially more restrictive, standards for determining disability. 
Whichever approach a State were to choose, an individual determined to be 
disabled would not have an entitlement to a minimum package of benefits. 

The Republican bill repeals the current law prohibition against the imposition of 
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cost-sharing requirements on disabled individuals eligible for Medicaid, whether 
they are residing in an institution or not. As a result, States could require a 
disabled beneficiary (other than a child) to contribute, say, $25 per day toward 
the cost of care in a group home or intermediate care facility for the mentally 
retarded (ICF/MR). (There are no limits on the amount of cost-sharing a State 
may impose on a disabled beneficiary other than a disabled child with respect to (V 
any covered service). The burden of this additional cost-sharing could, as a y ? 

practical matter, fall on the individual's family. (The bill's provisions relating to ^ ( ^ 
"family impoverishment" apply only to the State; they do not prevent a group 
home or ICF/MR from collecting unpaid cost-sharing obligations from a 
beneficiary's family). 

The Republican bill repeals the current law "freedom of choice" protection, which 
ensures that Medicaid beneficiaries can choose the physician or other provider 
from which they receive covered services. (Providers are not required to 
participate in Medicaid). States could therefore require disabled adult 
beneficiaries to receive services from hospitals, nursing homes, physicians, or 
managed care plans selected by the State - not by the beneficiary. States could 
require disabled children to receive services from hospitals or specialists or 
managed care plans designated by the State - not by the child's parents. 

The Republican bill prohibits disabled Americans and their families from seeking 
to enforce their rights under Medicaid, including their rights to "guaranteed" 
coverage and their rights to ICF/MR care of adequate quality, against a State in 
Federal court. 

MYTH #7: UNDER THE REPUBLICAN BILL, THE MONEY FOLLOWS THE PEOPLE 

FACT: The Republican bill repeals the current Medicaid program, an individual 
entitlement under which Federal dollars directly follow the people eligible, and replaces 
it with a block grant, under which the States - not individuals - are entitled to "base 
allotments" of Federal funds. 

• The Republican bill cuts Federal Medicaid payments to the States over the next 
sixyg^re from $803 billion to $731 billion. Of that $731 billion, $700 billion — 
abouf©£ percent of the Federal funds - will be distributed to States in the form 
of blodk grant payments, or "base allotments." These fixed annual payments to 
the States are calculated using a formula that primarily reflects historical 
Medicaid spending in each State (including "disproportionate share" hospital 
spending) and does not take caseload growth into account. Only about $26 
billion - less than 4 percent - of all the Federal Medicaid payments to the 
States will reflect enrollment growth; these funds will be distributed to the States 
through a so-called "umbrella" adjustment to the basic block grant allotment to 
help defray - on a one-time basis the cost of certain unanticipated enrollment 
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increases. 

The Republican bill establishes two funds to supplement the "base allotment" for 
specified States with illegal aliens and Native Americans. Each of these funds is 
a fixed dollar amount that will be apportioned among eligible States each year 
and that does not vary with the number of eligible illegal aliens or Native 
Americans. 

MYTH #8: THE REPUBLICAN BILL REDUCES WASTE, FRAUD, AND ABUSE. 

FACT: Over the past 10 years, the largest single abuse of Federal Medicaid funds has 
been the use by some States of what GAO has called "illusory financing schemes" -
provider taxes and donations, often in conjunction with fictitious payments to 
"disproportionate share" (DSH) hospitals - which enabled the State to substitute 
Federal for State dollars, effectively reducing the State's share of program costs. For 
example, through the use of provider tax and donation arrangements and DSH 
payments, Tennessee was able to lower its share of program cost from 33 precent — 
the percentage required under the Federal-State matching formula - to 17 percent. 

In 1991, and again in 1993, Congress enacted legislation designed to curb these 
abuses. The Republican bill expressly repeals these statutory safeguards, reopening 
the door to abuse of the Federal treasury by States seeking to lower their own Medicaid ^ 
spending without reducing the amount of Federal Medicaid funds they draw down. 
There is no limit to how many State dollars a State can "back ouf of the program y 
through the use of these illusory financing schemes under the Republican bill; ^ 
theoretically, a State could reduce its own contribution to zero, effectively Federalizing 
the program. 

MYTH #9: STATES WON'T CUT BACK ON ELIGIBILITY AND BENEFITS 

FACT: Under the Republican Medicaid repeal, most States will have no realistic choice 
but to cut back on eligibility, benefits, and/or payments to providers. The issue is not 
whether, but how soon, and who gets hit first? The Republican bill gives the States all 
the tools they need to cut back and every incentive to do so. 

• The Republicans understand that delivery system reforms such as managed 
care won't produce anywhere near the $72 billion in savings that the Federal 
government will take out of the program over the next 6 years, much less the 

xTO ^ ^ b i l l i o n in total Federal and State funding cuts that their bill envisions. So 
the Republican bill gives States all the tools they need to lower their spending by 
limiting coverage to the frail elderly, the disabled, and low-income women and 
children; by shifting costs of care to the patients and their families; and by 
reducing payments to hospitals and nursing homes and physicians that treat 
Medicaid patients and by allowing those providers to recover any payment 



Spending Reductions Under Republican Medicaid Bill (H.R. 3507) 
Six Year (1997 to 2002) 

Changes from Baseline Spending, Excluding "Umbrella" Payments 

Federal Federal & State 

Dollars (millions) Percent Dollars (millions) Percent 

Block Grant Reductions -$99,002 -12% -$297,045 -21% 

Umbrella Payments (Not allocated 
by General Accounting Office) 

+$26,100 +3% +$45,789 +3% 

TOTAL REDUCTIONS -$72,902 -9% -$251,256 -18% 

Alabama -501 -4% -1,422 -8% 

Alaska -105 -6% -729 -22% 

Arizona -1,162 -10% -1,824 -10% 

Arkansas -181 -2% -318 -3% 

California -5,486 -7% -36,023 -23% 

Colorado -538 -8% -2,444 -20% 

Connecticut -1,917 -17% -7,060 -30% 

Delaware 6 0% -484 -16% 

District of Columbia -910 -22% -2,927 -35% 

Florida -3,692 -11% -14,812 -25% 

Georgia -4,899 -21% -7,936 -21% 

Hawaii -356 -14% -1,425 -29% 

Idaho -75 -3% -111 -3% 

Illinois -3,419 -12% -15,645 -27% 

Indiana -2,946 -17% -4,708 -17% 

Iowa -772 -11% -1,204 -11% 

Kansas -638 -11% -1,225 -12% 

Kentucky -1,876 -13% -3,690 -19% 

Louisiana -13,295 -45% -20,044 -49% 

Maine -1,225 -21% -2,141 -23% 

Maryland -1,414 -12% -6,154 -27% 

Massachusetts -3,021 -14% -12,422 -28% 

JESmiUEIL^ 
NOTES: The sum of the reductions by State would be $72 billion if the Umbrella payments ($26.1 b), the territories 
($0.8 b) and the cost of the "special rule" ($0.3 b) were included. Block grant spending allocated by State by the 
General Accounting Office (May 22, 1996). GAO did not allocate the Umbrella payments. Total spending under the 
proposal is estimated by dividing Federal block grant spending by the new matching rate (as estimated by GAO on 
12/1/95). Assumes that States will spend no more than is required to draw down the full Federal block grant. 
Baseline spending from Urban Institute State Medicaid Expenditure model, controlled to the March 1996 CBO 
baseline, adjusted for the April baseline change. 



Spending Reductions Under Republican Medicaid Bill (H.R. 3507) 
Six Year (1997 to 2002) 

Changes from Baseline Spending, Excluding "Umbrella" Payments 

Federal Federal & State 

Dollars (millions) Percent Dollars (millions) Percent 

CONTINUED 

Michigan -3,135 -11% -8,768 -18% 

Minnesota -2,985 -20% -7,816 -28% 

Mississippi -1,037 -9% -1,748 -12% 

Missouri -391 -3% -814 -3% 

| Montana -327 -12% -477 -12% 

Nebraska -654 -16% -1,149 -17% 

Nevada 266 13% -418 -10% 

New Hampshire -220 -6% -1,675 -21% 

New Jersey -3,664 -16% -13,754 -30% 

New Mexico -310 -6% -453 -6% 

New York -13,301 -13% -55,559 -28% 

North Carolina -4,052 -18% -6,287 -18% 

North Dakota -106 -6% -156 -6% 

Ohio -2,745 -9% -4,563 -9% 

Oklahoma 351 5% 475 5% 

Oregon -140 -2% -249 -2% 

Pennsylvania -3,442 -10% -13,596 -20% 

Rhode Island -682 -16% -1,956 -25% 

South Carolina -921 -7% -2,080 -11% 

South Dakota -76 -4% -121 -4% 

Tennessee 1,280 7% 352 1% 

Texas -7,553 -13% -12,954 -14% 

Utah -188 -5% -259 -5% 

Vermont -133 -7% -218 -7% 

Virginia -946 -10% -4,373 -23% 

Washington -2,698 -19% -9,229 -32% 

West Virginia -2,275 -21% -3,486 -24% 

Wisconsin -388 -3% -772 -4% 

Wyoming -108 -10% -191 -11% 

NOTES: The sum of the reductions by State would be $72 billion if the Umbrella payments ($26.1 b), the territories 
($0.8 b) and the cost of the "special rule" ($0.3 b) were included. Block grant spending allocated by State by the 
General Accounting Office (May 22, 1996). GAO did not allocate the Umbrella payments. Total spending under the 
proposal is estimated by dividing Federal block grant spending by the new matching rate (as estimated by GAO on 
12/1/95). Assumes that States will spend no more than is required to draw down the full Federal block grant. 
Baseline spending from Urban Institute State Medicaid Expenditure model, controlled to the March 1996 CBO 
baseline, adjusted for the April baseline change. 



Change in the Matching Rate Under 
The Republican Conference Agreement 

Current (96) Proposed 

Total 57% 63% 

Alabama 69.85% 72.92% 
Alaska 50.00% 60.00% 
Arizona 65.85% 65.85% 
Arkansas 73.61% 74.11% 
California 50.00% 60.00% 
Colorado 52.44% 60.00% 
Connecticut 50.00% 60.00% 
Delaware 50.33% 60.00% 
District of Columbia 50.00% 60.00% 
Florida 55.76% 65.70% 
Georgia 61.90% 61.90% 
Hawaii 50.00% 60.00% 
Idaho 68.78% 68.78% 
Illinois 50.00% 60.00% 
Indiana 62.57% 62.57% 
Iowa 64.22% 64.22% 
Kansas 59.04% 60.00% 
Kentucky 70.30% 74.73% 
Louisiana 71.89% 77.13% 
Maine 63.32% 65.16% 
Maryland 50.00% 60.00% 
Massachusetts 50.00% 60.00% 
Michigan 56.77% 61.22% 
Minnesota 53.84% 60.00% 
Mississippi 78.07% 80.74% 
Missouri 60.06% 60.49% 
Montana 69.38% 69.38% 
Nebraska 59.49% 60.00% 
Nevada 50.00% 60.00% 
New Hampshire 50.00% 60.00% 
New Jersey 50.00% 60.00% 
New Mexico 72.87% 72.95% 
New York 50.00% 60.00% 
North Carolina 64.59% 64.59% 
North Dakota 69.06% 69.06% 
Ohio 60.17% 60.17% 
Oklahoma 69.89% 69.89% 
Oregon 61.01% 61.01% 
Pennsylvania 52.93% 60.00% 
Rhode Island 53.84% 60.00% 
South Carolina 70.77% 74.04% 
South Dakota 66.66% 66.66% 
Tennessee 65.64% 69.61% 
Texas 62.30% 62.75% 
Utah 73.21% 73.21% 
Vermont 60.87% 60.87% 
Virginia 51.37% 60.00% 
Washington 50.19% 60.00% 
West Virginia 73.26% 75.76% 
Wisconsin 59.67% 60.00% 
Wyoming 59.69% 60.00% 

"Currenr is the FY 1996 FMAP; "Proposed- comes from General Accounting Office (December 1995) 

Note: NH and LA get special matching rate treatment 



Archer-Bliley Medicaid Formula 

Max. Federal Fundings, = (Base Sit) + (Umbrella Sl) + (Undocumented Pool s,) + (Indian Pool s,) 

Where: 
Base Sil = Floors, ^ [(NeedSl) x (Adj. Factor,)] £ Ceilings„ where 

Floorsy. One of three minimum amounts: 
a. I f [(Base s,9 7) - (Base s,9 6) - 1] > {(0.95) x [(Fed. Pool 9 7) - (Fed. Pool 9 6) - 1]}, 

Then Floors,t = (Base S ,M) x (1 + {(0.90) x [(Fed. Pool,) - (Fed. Pool,,) - 1]}) beginning in 1998, else 

b. I f Base s,t < (0.24) x (Fed. Pool,), 
Then Floors,t = (0.24) x (Fed. Pool,), else 

c. Floors,, = (Base s,t.,) x 1.035 for 1997, 
1.030 for 1998, 
1.025 for 1999, 
1.0225 for 2000 , and 
1.020 for subsequent years. 

NeedSl: (Agg. Needs,,) x (Old FMAPJ, where 

Agg. NeedSl= (Prog. Need s,t) x (Cost Index Sl) x (CPI) x (Spend, per PoorN l), where 

Prog. Need St = (PoorSt) x [0.9 ^ ^(Casemix Adj. GiSil) ^ 1.15], where 

Casemix Adj. G S t = (Nat'l Group WeightGN,) x (Group ProportionGs,) 

Cost Indexs,t = 0.15 + 0.85 x [(HospWages,,) + (HospWageN,)] 

Spend, per PoorNt, = (Spend, per Poor Nf,.,,) x [(Fed. Pool,) ^ (Fed. Pool,.,) ] 

Old FMAPS = 1 - 0.45 x [(PerCapita Income s,,) + (PerCapita IncomeN,,)]
2 



Adj. Factor,: Fed Pool, £(Needs,,), subject to floors and ceilings 

Ceilings,: One of two maximum amounts: 
a. I f Rank [(Base s,,.,) - (Poors,t)] < 40, 

Then Ceilings,, = (Base s , , ) x (1 + {(1.5) x [(Fed. Pool,) - (Fed. Pool,.,) - 1}), else 

b. Ceilings,, = (Base S,M) x (1 + {(1.33) x [(Fed. Pool,) - (Fed. Pool,.,) - 1}) 

Umbrella s,t = £ [(Excess Recip GSit) x (Spend, per Recip GSt) x (Old FMAPSt)], where 

Excess Recip GA, = (Recip G s,t) - (Antic. Recip G s,), where 

Antic. Recip G,s,t = (Recip G,s,M) x [(Base s, t) - (Base s , , ) - (CPI,)] 

Spend, per Recip c, J i ( = (Spend, per Recip G s „) x (CPI K ,) 

Undocumented Pool Si, = (Fed. Pool,) x (Proportion s,), where 

Proportion s,,'- If Rank (Undocumented s,,) > 16, 
Then Proportion S t = (Undocumented s ,) ̂  (^(Undocumented E|igibies,t);

 e l s e = 0 

Indian Pool SjI = (Fed. Pool,) x (Proportion St ), where 

Proportion s,,: I f a State has at least one Indian Health facility or program 
Then Proportion s, = (Indians S t) - (^(Indians EIigiblcs.t) 

Definitions: 
S: State 
N: National 
t: Year 
G: Groups of recipients 
Nat'l Group Weight: National spending per beneficiary for the group divided by the National spending per beneficiary for all groups 
Group Proportion: State number of beneficiaries in a group divided by the total number of beneficiaries 



Medicaid Spending Reductions under the Archer-Bliley Proposal, 1997-2002 
Excludes "Umbrella" Payments 

(Dollars in millions, fiscal years) 

Federal Reduc t i on Federal & State Reduc t i on 
Dollars Percent Dollars Percent 

Total -99,368 ** 1 1 % -296,526 ** -19% 

Alabama -473 - 3 % -1,380 -7% 

Alaska -109 -6% -717 -20°/= 
Arizona -1,213 -9% -1.870 -9% 

Arkansas -114 - 1 % -226 •2-!: 
California -6,204 -7% -37.192 -217: 

Colorado -617 - 9 % -2.584 -19% 

Connecticut -1,866 -14% -6.957 -27% 

Delaware 40 2 % -417 -12% 

District of Columbia -894 -19% -2.894 -31=/= 

Florida -3,770 -10% -14,909 -23% 

Georgia -5,111 -20% -8,274 -20% 

Hawaii -320 -12% -1.353 -24% 

Idaho -71 -3% -103 -3% 

Illinois -3,358 -10% -15,492 -24% 

Indiana -3,063 -16% -4.894 -16% 

Iowa -756 -10% -1,178 -10% 

Kansas -623 -10% -1,196 - 1 1 % 
Kentucky -1,974 -13% -3,829 -17% 

Louisiana -14,247 -43% -21,367 -46% 

Maine -1,225 -19% -2,139 - 2 1 % 

Maryland -1,415 - 1 1 % -6,150 -24% 

Massachusetts -2,871 -12% -12.113 -24% 

Michigan -3,049 -10% -8,605 -15% 

Minnesota -2,886 -17% -7,620 -25% 

Mississippi -1,056 -9% -1,773 - 1 1 % 

Missouri -341 - 2 % -729 -3% 

Montana -332 - 1 1 % -478 - 1 1 % 

Nebraska -658 -15% -1,154 -15% 
Nevada 269 12% -407 -9% 

New Hampshire -186 - 4 % -1,607 -18% 

New Jersey -3,632 -14% -13,669 -27% 

New Mexico -326 - 5 % -461 - 6 % 

New Yorlc -12,797 - 1 1 % -54,471 -24% 

North Carolina -4,070 -16% -6,303 -16% 

North Dakota -99 - 5 % -143 -5% 

Ohio -2,619 - 7 % -4,349 - 7 % 

Oklahoma 343 4 % 492 4 % 

Oregon 30 0% 36 0% 

Pennsylvania -3,300 - 8 % -13,324 -18% 

Rhode Island -647 -13% -1,890 - 2 1 % 

South Carolina -915 - 6 % -2,071 -10% 

South Dakota -63 - 3 % -94 -3% 

Tennessee 1,686 9% 972 3% 

Texas -7,870 -12% -13,422 -13% 

Utah -179 - 4 % -244 - 4 % 

Vermont -102 - 5 % -167 - 5 % 

Virginia -967 - 9 % -4,405 -20% 

Washington -2,648 -16% -9,105 -28% 

West Virginia -2,333 -20% -3,566 -22% 
Wisconsin -262 - 2 % -555 - 2 % 

Wyoming -104 - 9 % -183 - 9 % 

NOTE: Federal •»vin 0 . would be 172 bOlon and toW wvtnfl. would be $250 bWon If Vie Unfcrefa Ptymenti were kiduded. 

GAO did not atlocate the Umbrefl* Pwrmentt ftcrou SWe*. 

BMeUne •prndng from the Urban Institute State Medcald ExpendHure Baseline, confrofled to the Mvch 1996 CBO budne Wtls 

Federel spendno from the GAO UUe retessed March 22, 1996. plua allocation of the Undocumented Allen* poof. Does nol ndude Inttei Pod. 

Total spendns under the proposal Is the Federal apendng cMded by the matching rates edlmated by GAO on 12/1/95 for tw Corf. AaeemenL 

Assumes that States will spend the minimum to daw down heir U l Federal allotment 



Archer-Bliley Federal Medicaid Growth Rates 

Special Growth Rate Ceiling: 7.2% in 1998 and on (150% of national rate) 

California Nevada 
Florida New Mexico 
Idaho Oklahoma 
Mississippi Texas 

Virginia * 

General Growth Rate Ceiling: 6.4% ir 1998 and on (133% of national rate) 

Alabama Georgia * 
Alaska Kentucky 
Arizona Louisiana* 
Arkansas Montana * 
Colorado* South Carolina 
Delaware Utah 

Wyoming 

Special Growth Rate Floor: 4.3% in 1998 and on (90% of national rate) 

Illinois * North Dakota 
Indiana Ohio 
Iowa Oregon 
Kansas Pennsylvania 
Maryland South Dakota * 
Michigan Tennessee 
Missouri * West Virginia 
Nebraska Wisconsin 
North Carolina 

General Growth Rate Floor: 2.0% by 2001 

Connecticut New Hampshire 
District of Columbia New Jersey 
Hawaii New York 
Maine Rhode Island 
Massachusetts Washington 
Minnesota 

Small-State Minimum (0.24% of total Federal allotment) 

Vermont * 

Source: Data from the US General Accounting Office, 5/22/96 
* States that either move into a different floor or ceiling group or whose Federal allotment is detennined by 

the needs-based amount or scalar for some years during the 1997 - 2002 period. 



Federal Medicaid Spending Reductions under the Archer-Bliley Proposal, 1997-2002 
Excludes "Umbrella" Payments 

(Dollars in mi l l ions, f iscal years) 

Federal Reduction 
Dollars Percent 

Total -99,368 " 11% 

Alabama -473 -3% 
Alaska -109 -6% 
Arizona -1,213 -9% 
Arkansas -114 - 1 % 
California -6,204 -7% 
Colorado -617 -9% 
Connecticut -1,866 -14% 
Delaware 40 2% 
District of Columbia -894 -19% 
Florida -3,770 -10% 
Georgia -5.111 -20% 
Hawaii -320 -12% 
Idaho -71 -3% 
Illinois -3,358 -10% 
Indiana -3,063 -16% 
Iowa -756 -10% 
Kansas -623 -10% 
Kentucky -1,974 -13% 
Louisiana -14,247 -43% 
Maine -1,225 -19% 
Maryland -1,415 - 1 1 % 
Massachusetts -2,871 -12% 
Michigan -3,049 -10% 
Minnesota -2,886 -17% 
Mississippi -1,056 -9% 
Missouri -341 -2% 
Montana -332 - 1 1 % 
Nebraska -658 -15% 
Nevada 269 12% 
New Hampshire -186 -4% 
New Jersey -3,632 -14% 
New Mexico -326 -5% 
New York -12,797 - 1 1 % 
North Carolina -4,070 -16% 
North Dakota -99 -5% 
Ohio -2,619 -7% 
Oklahoma 343 4% 
Oregon 30 0% 
Pennsylvania -3,300 -8% 
Rhode Island -647 -13% 
South Carolina -915 -6% 
South Dakota -63 -3% 
Tennessee 1,686 9% 
Texas -7,870 -12% 
Utah -179 -4% 
Vermont -102 -5% 
Virginia -967 -9% 
Washington -2,648 -16% 
West Virginia -2,333 -20% 
Wisconsin -262 -2% 

Wyoming -104 -9% | 

NOTE: Fodoral savtnos would be f 72 UWon and total savings would bo (250 billion It tho UmbreOo Payments wore lnduded. 

GAO did not allocate Ihe Umbrella Paymenls across Slates. 

Baseline spending from the Urban Institute Slate Medicaid Expenditure Baseline, controlled lo Ihe March i m CBO baseline lotah 

Fedenl spending from the GAO table released March 22.1896, plus allocation of the Undocumented Mens pool. D o n nol Include Indian Pod. 

Total spending under the proposal Is the Federal spending divided by the matching rales estimated by GAO on 12/1/95 Ibr lho Cort. Agreement. 

Assumes that Slates will spend Ihe minimum to draw down (heir full Federal allotmenl. 


