
About 12,000 of the estimated
65,000 uninsured Vermonters
now have

health insurance
who didn’t before, as
a result of a univer-
sal coverage pro-
gram launched in
October 2007. Here
are steps that were taken to achieve
this:

The 2006 Health Care Afford-
ability Act was passed with the goal
of controlling rising health care
costs with better management of
chronic conditions, and also by
making health care affordable and
accessible for all Vermonters. 

As part of this health care reform,
a new comprehensive health insur-
ance plan called Catamount Health
was established, including subsidies
for all uninsured Vermonters not
eligible for existing Medicaid pro-
grams up to 300% of the federal
poverty level (FPL). State-subsidized
premiums are between $60 and
$185 per month, depending on
household income. 

Offered by two private insurers,
Catamount Health Plans are avail-
able at full cost for $393 a month. 

Vermonters must be uninsured
for 12 months, although the waiting

It’s not surprising that Medicaid
spending and enrollment is
increasing, right at the time that

states can least afford it. But this eco-
nomic downturn is expected to be
worse than previous downturns, and
states will be forced to make some
hard decisions.

“The Medicaid program is
responding exactly how the program
was designed to respond—it is a
countercyclical program. But this
downturn looks like it’s happening
pretty close after the last one,” says
Robin Rudowitz, a principal policy
analyst for the Kaiser Family
Foundation’s Kaiser Commission on
Medicaid and the Uninsured

(KCMU). “There hasn’t been much
time for states to recover, in terms of
restoring some of the restrictions
and cuts they had to make after the
last downturn.”

According to Stan Dorn, senior
research associate in the Health
Policy Center at The Urban
Institute, “When the economy
nosedives, as it’s doing now, two
things happen. The caseload of
Medicaid, SCHIP, and other pro-
grams goes up, and revenues drop.”

Since states are required to bal-
ance their budgets, hard economic
times are likely to bring cutbacks in
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services or increased taxes, precisely
when vulnerable households and
stumbling economies most need
shoring up. 

However, the severity of a down-
turn doesn’t necessarily determine
whether Medicaid coverage is
affected. “Earlier this decade, we
had a downturn that caused very
serious harm before Congress bailed
out the states,” says Mr. Dorn. The
overall severity of the recession and
slowdown was considered to be
modest, but nevertheless, the effect
on states’ ability to provide health
coverage was significant.

“Now, I’m worried because states
have not yet fully recovered from
the previous round of cutbacks,” he
says. “And suddenly, we are hit with
a new slowdown that is probably
going to be more severe than the last
one. It could get really bad.”

During downturns in 2001 and
2003, “what we saw was that as
families lost their jobs and health
insurance, more parents and chil-
dren became eligible for Medicaid,”
says Edwin Park, a senior fellow in
the health policy department at the
Center on Budget and Policy
Priorities. “But this downturn is
more likely to be much deeper.
States closed a number of deficits,
but they have already made a lot of
the one-time actions that they
could, including drawing on rainy-
day funds.”

Extremely large deficits are
expected for the upcoming fiscal
year, which in most states starts July
2009. “States will be forced to con-
sider cuts to their programs, as well
as tax increases,” he says. “And that,
in turn, could worsen the downturn
by adding to the ranks of the unin-
sured when people most need
Medicaid coverage.”

Thirty states were facing signifi-
cant budget shortfalls as they pre-
pared their FY 2009 budgets,
according to the KCMU’s recent
50-state survey. States had to close
those shortfalls to adopt their bud-
gets for 2009, but it now looks as
though about 23 states will have
midyear shortfalls. “Clearly, it’s a
very challenging fiscal environment
for states,” says Ms. Rudowitz. “At
the time that we did our survey,
states were definitely projecting an
uptick in Medicaid enrollment and
spending. They attributed that
increase for 2009 partially to
changes in the economy.”

Not many states have called extra
special sessions yet. But for FY
2009, states were projecting, on
average, a 5.8% growth in spending.
Looking ahead, two-thirds of state
Medicaid directors said there was at
least a 50-50 chance that they will
face a shortfall in their Medicaid
budgets during the current year. “So
there is a strong possibility that if
the economy looks like it’s getting
worse, states might have to go back
and revisit those budgets,” says Ms.
Rudowitz. 

States potentially will be looking
for ways to trim their Medicaid pro-
grams, and in the past, the first
place states have turned is to
provider payment rates. “And as we
report in the survey, most states are
still doing provider rate increases. A
lot of that is because they are still
restoring cuts that they made during
the last economic downturn, which
wasn’t that long ago,” says Ms.
Rudowitz. “It’s one of the ways that
states can have a pretty immediate
effect on spending, so states might
turn back to some of those changes.
But we also know that Medicaid
payment rates are already pretty
low.”

There is a fundamental paradox
built into Medicaid programs, says
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Robert W. Seifert, senior associate
at the Center for Health Law and
Economics at the University of
Massachusetts Medical School in
Charlestown. On the one hand, it is
designed to be countercyclical—as
the economy falters and unemploy-
ment rises, demand and eligibility
for the program rise. 

In most states where employer-
sponsored insurance is declining,
Medicaid is the safety net that keeps
the number of uninsured from
growing as fast as it otherwise
would. “On the other hand,
Medicaid is among the largest items
in any state budget, which makes it
an attractive target for governors
and legislatures in times of fiscal
stress,” he says. “This can be some-
thing of an illusion, though, because
the program’s financing is shared
with the federal government.”

This means that at least 50 cents
of every dollar cut from a state’s
Medicaid program actually belongs
to the federal government, Mr.
Seifert explains. “Poorer states retain
even less of the savings. Mississippi
is reimbursed for 76% of its
Medicaid spending,” he says.

How cuts affect Medicaid
enrollees depends on the savings
approaches that states adopt.
“Basically, there are three levers to
use — eligibility, benefits, and the
rates paid to providers,” Mr. Seifert
says. “All of these choices would
somehow limit Medicaid members’
access to care and could also increase
medical debt and instances of peo-
ple foregoing needed care for them-
selves or their children.”

Federal assistance is needed
There is likely to be a great deal

of debate about alternate strategies
as legislatures reconvene next year
and governors propose their FY
2010 budgets, says Mr. Seifert. One
development on the federal horizon
that might help states is a temporary

increase in the federal Medicaid
matching rate for states, as part of
the economic stimulus package that
Congress is now considering.“But
there is opposition, so it is not clear
whether this will ultimately pass,”
he adds. 

Ms. Rudowitz says, “Medicaid
financing has been a perennial issue
for states, and it is really highlighted
during economic downturns.”
During the last downturn, there
were some eligibility and benefits
cuts, but this is a “last resort” for
states, she says. “But I think states
tried to be as targeted as possible.
Some of those cuts did not happen
until later in the downturn, because
states did what they could to avoid
that.”

An infusion of federal dollars
could prevent even deeper Medicaid
cuts, provided that there is a condi-
tion on states not to cut eligibility
levels in exchange for the federal dol-
lars, says Ms. Rudowitz. “Whether
or not the federal government takes
action quickly with a stimulus pack-
age can partially determine what
type of situation the states are in,”
she says. “It could help them avoid
some cuts that they might otherwise
have to make.”

Mr. Dorn says the current situa-
tion underscores the need for auto-
matic federal countercyclical
assistance, so that when state
economies nosedive, additional fed-
eral help is automatically forthcom-
ing. “There is nothing new here.
There have been economic slow-
downs every few years since the
country has existed. Certainly, since
the creation of Medicaid, we have
gone through these cycles before,”
he explains. “If we sit around and
wait for federal policy-makers to
reach agreements, the delays can be
prolonged. And when federal help
finally arrives, it may be too late for
lots of states.”

Even so, many states have

persisted in their efforts to expand
programs, and to cover children in
particular. “This has been striking,”
says Mr. Dorn. “Obviously, children
are less expensive to cover than
adults, but in any case, it’s remark-
able. We will just have to see if that
continues.”

When people are most nervous
about losing their jobs, a state health
reform proposal certainly has more
support, he says. But at the same
time, states are experiencing budget
problems that make it very hard to
dedicate the resources needed to
maintain coverage, much less
expand it. 

“It would make such a huge dif-
ference if there were an automatic
federal increase in funding whenever
times turn dark, so we are not
forced into this absurd situation,”
says Mr. Dorn. “At the very time
when help is needed the most is
exactly when help is most likely to
be cut.”

The federal government plays an
important role in temporarily step-
ping in to shore up state Medicaid
programs, says Mr. Park. 

During a 2003 downturn,
Medicaid enrollment increased and
at the same time, states were expe-
riencing large budget deficits
because of the downturn’s effect on
state revenues. “States were forced
to cut spending and/or raise taxes,”
he points out. “A number of states
were having to cut their Medicaid
programs.”

In 2003, Congress provided $20
billion in fiscal relief to states,
including $10 billion as a temporary
increase in the Medicaid federal
medical assistance percentage
(FMAP). 

While this was effective, it took
too long for Congress to act, says
Mr. Park, and as a result, a number
of states already had made signifi-
cant cuts to their programs. “As
many as a million people might
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have lost coverage,” he says. “I think
we are seeing a similar situation, but
people think that unemployment
will be much higher this time.”

Some economists believe that
unemployment, which currently is
at around 6%, will rise to about
7% or 8%, says Mr. Park. He notes
that researchers project that each
percentage point increase in unem-
ployment will increase Medicaid
enrollment by between 1 million
and 1.5 million. 

“However, that’s not including
people who lose their health 

insurance because of health care
costs,” he says. 

Mr. Park says the hope is that if
there is another stimulus package,
which Congress is currently consid-
ering, that it includes a fiscal relief
package with a temporary increase
in FMAP. 

He says one of the key elements
of 2003’s fiscal relief in 2003 was
that in exchange for the increase in
the Medicaid matching rates for 15
months, states were required to
maintain their eligibility. “And no
states made eligibility cuts while

receiving the FMAP—they com-
plied,” says Mr. Park. “The hope is
if stimulus is enacted right away,
that fiscal relief can be put in place
so Medicaid programs can be
shored up. That way, they can
absorb the higher enrollment with-
out making cuts.”

Contact Mr. Dorn at SDorn@
urban.org, Mr. Park at (202) 408-
1080 or park@cbpp.org, Ms.
Rudowitz at (202) 347-5270 or
RobinR@kff.org, and Mr. Seifert at
(617) 886-8065 or Robert.Seifert
@umassmed.edu. ■

period is waived for certain circum-
stances, including if the person lost
his or her health insurance because
of loss of a job or reduced hours,
divorce, death of a spouse, gradua-
tion from college, or no longer
being eligible on their parents’ plan.

“The statute that created this in
2006 defined the benefits package in
terms of cost sharing and the services
that needed to be covered, so it’s very
comprehensive and affordable,” says
Susan Besio, PhD, director of health
care reform implementation for the
Vermont Agency of Administration. 

The program is a public/private
partnership. Catamount Health
Plans are offered by Blue Cross Blue
Shield of Vermont and MVP Health
Care in cooperation with the state.
The plans provide comprehensive
benefits—doctor visits, checkups
and screenings, hospital visits, emer-
gency care, chronic disease care, and
prescription medicines.

Another part of the new program
is providing premium assistance to
uninsured Vermonters who are
eligible for the Catamount Health
Premium Assistance Program or 
the Vermont Health Access
Program (VHAP) to enroll in their

employer-sponsored insurance. 
“If their employer’s plan offers

comprehensive and affordable cover-
age—and we’ve got specific criteria
for those characteristics—and it is
more cost-effective for the state, we
give them premium assistance to
enroll in their employer’s plan rather
than the Catamount Health Plan or
VHAP, our Medicaid expansion
program for adults up to 185%
FPL,” says Dr. Besio. 

Before the program was imple-
mented, a statewide household
insurance survey was done in 2005. 

The survey was conducted to get
detailed state-specific information
about the insurance status of
Vermonters and, if they were unin-
sured, to find out why. The survey
revealed that about half of
Vermont’s uninsured were eligible
for existing Medicaid programs or
Medicaid expansion programs, but
were not enrolled. 

As such, the state decided to cre-
ate an umbrella marketing name for
all of the Medicaid, Catamount
Health, and premium assistance
programs called Green Mountain
Care. It is a comprehensive family of
low-cost and free health coverage
programs for uninsured Vermonters.

Other Green Mountain Care pro-
grams include traditional Medicaid
programs, the Dr. Dynasaur program

for uninsured kids up to 300% FPL,
Vermont Health Access Plan for
childless adults to 150% FPL and
caretakers with dependents to 185%
FPL, and several prescription assis-
tance programs.

“A big effort has been made to re-
brand those programs, along with
Catamount Health, into the Green
Mountain care brand,” says Dr.
Besio. People are encouraged to call
a toll-free number or visit the web
site www.greenmountaincare.org to
find out which programs they are
eligible for.

A major marketing blitz was done
when the program was launched,
including television, radio, newspa-
per and Internet advertisements,
and will be done again this fall. 

In addition, advocates and out-
reach workers promote the Green
Mountain Care programs through
one-on-one outreach to uninsured
Vermonters, distribution of materials,
and statewide meetings with organi-
zations that serve the uninsured.

“We continue to have consistent
enrollment every month. It’s
decreasing a little bit but not a lot,
which is very encouraging,” reports
Dr. Besio. 

She says their 2006 goal was to
have 96% of Vermont’s approxi-
mately 60,000 uninsured covered
by 2010. 

Fiscal Fitness
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“We have a significant way to go
to reach that goal. We have to get
another roughly 20,000 Vermonters
enrolled in some kind of insurance,”
says Dr. Besio. “But we are really
pleased that with a brand-new
startup of a coverage program, that
we are seeing such interest in enroll-
ment in the first 10 months.”

Lessons learned
Dr. Besio says Vermont has

learned a lot about how to imple-
ment premium assistance programs.
“For example, it is important to
ensure that the program rules allow a
seamless transition between the state-
subsidized programs when someone’s
household income changes, so they
don’t go without health care cover-
age,” she says. “It also is very helpful
to work closely with the private carri-
ers who are offering the Catamount
Health Plans.” 

A key part of the program’s suc-
cess is having a single toll-free num-
ber for people to call and find out

what they are eligible for, and a sin-
gle web site with a screening tool
and eligibility information. The
state used an already existing toll-
free number for the VAHP program
but added additional staffing, up to
40 at any one time, to handle all the
Green Mountain Care calls. 

Since October 2007, there has
been an average of about 200 calls
per day about the new Catamount
Health and premium assistance pro-
grams. “We also are working very
closely with external stakeholders and
advocates, who themselves have gone
out and accessed foundation funding
to support our outreach efforts,” Dr.
Besio reports. “Significant resources
were needed to implement these new
programs.”

The programs are funded partly
through an assessment on employers
who don’t offer insurance to their
employees. Other funding sources
included an increase in tobacco
taxes, some state general funds and
some federal matching funds. 

While some states have developed
more narrow expansion programs in
an effort to cover their uninsured,
those in Vermont, Massachusetts
and Maine were the first and the
most expansive.

But whether other states will
model this program remains to be
seen. Dr. Besio says it depends
largely on how much federal sup-
port states receive. 

“Given the economic environ-
ment right now that states are strug-
gling with, I don’t think there will be
a lot of expansion programs,” she
says. “However, with a change in the
federal administration with more
support for state’s efforts, they very
well could, if and when the national
economy turns around. In the mean-
time, Vermont, like every other state,
is struggling to make ends meet.
Only time will tell if it can maintain
the premium assistance programs
like they exist today.” 

Contact Dr. Besio at (802) 828-
1354 or susan.besio@state.vt.us. ■
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New York state expects to feel
the effect of the current eco-
nomic downturn most

directly, as 20% of its revenues come
directly from Wall Street activity,
according to Claudia Hutton, direc-
tor of the New York State
Department of Health’s public affairs
group.

During the early part of this year,
Medicaid applications in New York
were about 30% higher than the
same period in 2007. “We figure
many of these people will become
Medicaid enrollees,” says Ms.
Hutton. “Enrollment itself has
fallen just a tad vs. a year ago, and
spending is slightly lower than pro-
jections as a result. We do not
expect that to continue much
longer. New York’s budget has not

experienced all the ‘bad’ that’s com-
ing yet.”

At this point, the state budget
division is anticipating a gap
between expected revenues and cur-
rent spending of about $8 billion for
the new fiscal year, which will begin
April 1, 2009. 

New York Gov. David A.
Paterson already ordered spending
cuts in state agency operations, and
called the legislature into special ses-
sion to propose a menu of about
$1.5 billion in budget cuts. “The
legislature approved about one-third
of that,” says Ms. Hutton. “He has
called them back into session, and
both the legislature and the gover-
nor are preparing for more spending
cuts.”

In terms of budget cutbacks, the

benefits and eligibility levels of
Connecticut’s public health coverage
programs have not been affected,
according to David S. Parrella, direc-
tor of Medical Care Administration
for the Connecticut Department of
Social Services. 

However, the economic down-
turn already has doubtless played a
role in driving up the state’s
HUSKY (combined Medicaid for
children/parents/pregnant women
and SCHIP) enrollment by 2%
between September and October
2008. 

“We can expect that trend to con-
tinue for the rest of the state fiscal
year, as unemployment rises,” says
Mr. Parrella. “The cost of employer-
based coverage is now $13,000, with
the employer’s share around $10,000.

‘Many states in survival mode; cuts are likely
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Financial pressure on employers to
drop coverage may be expected,
unless there is some federal mecha-
nism to assist.”

Funding for expansion programs
that go beyond the federal minimum,
such as the state’s SAGA (State-
Administered General Assistance),
HUSKY A and B, and Charter Oak
Health Plan programs, will be diffi-
cult in light of projected deficits in
state revenues, says Mr. Parrella. 

“One option that we have dis-
cussed is an Affordable Choices
waiver that hopefully the new
administration in Washington will
be more receptive to,” says Mr.
Parrella. “Additional federal revenue
would make these programs more
sustainable.”

The Affordable Choices waiver
would bring in federal reimburse-
ment for the outpatient portion of
SAGA that is not currently federally

matched, and the Charter Oak pro-
gram. 

Mr. Parrella says he would like to
see “a top-to-bottom review of
Medicaid rules that may be a hin-
drance to further reform in a time of
great economic challenge.” For
instance, he says, Washington could
reassess some of the fundamental
rules in Medicaid that contribute to
higher costs. These include limita-
tion on the ability to contract with a
single plan, broader application of
managed care to the aged, blind, and
disabled population, differential ben-
efit packages for coverage groups,
premium assistance, and shared sav-
ings for management interventions
with dual-eligibles. 

Maine is “preparing for very seri-
ous reductions as revenues continue
to be lower than forecasts,” says
Trish Riley, director of the
Governor’s Office of Health Policy

and Finance in Augusta. “We have
made reductions in program growth
each year, but this slowing economy
will require a mighty stretch to bal-
ance the budget,” says Ms. Riley.
“There is no question that as the
economy slows, revenues are slow-
ing as well, and demand for services
will grow.”

Ms. Riley says it’s essential to look
at the underlying costs of health care
and bring that growth down. “We
know the U.S. spends twice what
other developed nations spend on
health care, yet we don’t cover every-
one and don’t get better outcomes
or quality,” she says. “It’s the ineffi-
ciency and variation in health care
itself that must be addressed, if we
are to afford our health programs.”

Contact Mr. Parrella at (860)
424-5219, David.Parrella@ct.gov,
and Ms. Riley at (207) 624-7442 or
Trish.Riley@maine.gov. ■

Midyear rate cuts may be harbinger of what’s coming

Several states already have made
midyear payment rate cuts for
FY 2009. Also, although 32

states indicated that they had initia-
tives for 2009 to reduce the number
of uninsured, officials in 10 states said
those plans were already scaled back
due to budget concerns. These are
two troubling signs included in a new
50-state Medicaid budget survey
from the Kaiser Family Foundation’s
Kaiser Commission on Medicaid and
the Uninsured. 

The most important issue identi-
fied by state Medicaid directors was
an increasing concern about the fis-
cal and budget pressures now facing
Medicaid, and how the economic
downturn would affect the ability of
their state to continue funding pro-
grams in the long run. 

The report notes that Nevada
revised its current year budget in
August 2008 to cut payment rates
for hospitals, as did New York,

which also cut payment rates for
nursing homes and managed care
organizations. In September 2008,
South Carolina announced cuts for
doctors, dentists, and other ambula-
tory care services. 

“As state fiscal situations worsen,
actions in these three states may be a
harbinger of things to come across
the country,” said Vernon Smith,
PhD, of Health Management
Associates, the study’s lead author,
in a recent media briefing held by
the KCMU. 

Here are other findings:
• Last year, there were the fewest

benefit restrictions since the KFF
began doing the survey in 2002,
with just three states restricting ben-
efits and in fiscal year 2009, seven
states restricting benefits. For the
most part, the restrictions were limits
on specific benefits, such as the num-
ber of therapy visits allowed in a year,
or eliminating coverage for eyeglasses. 

• More than three-quarters of
states expanded coverage for home
services last year, including expan-
sion in the number of persons that
can be served and adding services
that would help individuals remain
in their homes. 

“For long-term care, which
accounts for a third of all Medicaid
spending, there is one thing that
you can say about state actions
throughout the country, and that is
a focus on shifting long-term ser-
vices and dollars from nursing
homes to care in the community,”
said Mr. Smith. 

• States have been enhancing
and refining their Preferred Drug
Lists for supplemental rebates from
manufacturers, for drugs subject to
prior authorization. “Last year and
this year, about two-thirds of states
adopted policies to improve this area
in one area or another,” said Mr.
Smith. One of the key focuses now
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is on assuring appropriate use of
mental health drugs, particularly
atypical antipsychotics for children.

• In FY 2008, nearly one-third
of states expanded their managed
care programs. All but two states,
Alaska and Wyoming, have some
form of Medicaid managed care.
“From a Medicaid perspective, man-
aged care provides a framework for
improving performance,” said Mr.
Smith. “Every state contracting with
a Medicaid managed care organiza-
tion is using some form of quality
measurement.” 

Most states now make the results
available publicly as an incentive for
performance, and tie payment in
some way to performance. 

• Even though Medicaid pro-
grams have invested a lot of
resources to improve access to den-
tal care, this remains a major issue,
with directors in 39 states indicat-
ing there is “some” or “significant”
problems. One third of states indi-
cated that the situation is improv-
ing, usually as a result of state
initiatives.

• Almost nine out of 10 respon-
dents indicated that spending for
behavioral health services, includ-
ing prescription drugs, has
increased substantially. 

Mr. Smith noted that Medicaid
has become “the major funder 
for mental health services in this

country.” Budget-related issues
include inappropriate use of ERs,
growth in psychiatric inpatient
admissions, and a significant growth
in the use of prescription drugs
related to mental health. “One state
indicated that of the top five pre-
scription drugs paid for by Medicaid,
four were for mental health,” said
Mr. Smith. “This is both a budget
and quality-of-care issue.” 

• States expressed concern about
the current state of the federal/state
partnership, which has become
strained over intense federal over-
sight audits and proposed regula-
tions that would shift costs to states.

“In addition, the congressional
delay in reauthorizing SCHIP has
caused states to put plans for cover-
ing additional children on hold
until future funding is assured,” said
Mr. Smith. “There is hope that a
new administration might have the
opportunity to improve the federal/
state partnership.”

David Parrella , director of
Medical Care Administration at the
Connecticut Department of Social
Services, who participated in the
media briefing, said he is hoping
for a restoration of a better spirit of
partnership between the federal
and state governments. 

“It has been strained over the
ongoing controversy over Medicaid
regulations that CMS sought

approval for over the last year,
including regulations to restrict
states’ ability to use tools such as
case management and rehabilitation
services,” he says. “We would like to
get back to a more productive rela-
tionship with CMS in getting
advance notice about where they are
going, so we can have more open
conversations.”

Since a large percentage of
Connecticut’s revenues are gener-
ated by capital gains on Wall Street,
the disruption is going to be
reflected in January 2009 for some
“drastically reduced revenue projec-
tions,” said Mr. Parrella. “This will
cause an expanding deficit in the
state, which will probably only lead
to further questions about reduc-
tions in the program as occurred
back in 2003. It is not an unfamiliar
phenomenon, but it’s an unpleas-
antly predictable one.”

However, Mr. Parrella added that
Connecticut’s long-term goals
remain the same. “We are going to
be in one of those modes that we
have been in several times before—
when we are trying to defend as best
we can the improvements in cover-
age that we have made in recent
years,” he said. “That will probably
mean we have to do more with less.
But we will try to thin down what-
ever we can in administration before
we touch client benefits.”  ■

States could save billions in Medicaid spending

State governments could save bil-
lions in Medicaid spending with-
out harming enrollees or cutting

health benefits, if Congress passes the
Drug Rebate Equalization Act of
2007, according to a September 2008
study from the Association for
Community-Affiliated Plans (ACAP).
This would extend the federal drug
rebate program, currently restricted to
Medicaid fee-for-service programs, to

Medicaid managed care. 
The report estimates that states

would save $13 billion over 10 years,
and provides savings specific to each
state. For example, California would
save $3,311,714,280 over 10 years
and $223,235,060 in the first year. 

“Every state that has managed
care would see some savings,” says
Meg Murray, CEO of ACAP, a
national organization representing

39 nonprofit safety net health plans
serving more than 5.6 million
enrollees in Medicaid, Medicare,
and other public health programs in
23 states.

The savings come from reduc-
tions in the capitation rate, as health
plans’ rebates will increase from the
levels that they currently can earn
through private negotiations with
the pharmaceutical manufacturers. 



For the first time, health plans
would be held to the federal require-
ments for covering all FDA-
approved drugs, providing 24-hour
response for prior authorization
requests, and 72-hour emergency
supply of drugs. 

“Several states have recently
carved drugs out of their Medicaid
managed care capitation in order
to get the higher federal drug
rebate,” says Ms. Murray. “Carving
drugs out of the capitation rate
undermines the basis of managed
care, which is to treat the whole
person.”

Managed care organizations
(MCOs) managing pharmacy bene-
fits have the capability to access in-
house pharmacy and medical claims
data in real time. This is valuable for

tailoring specific health interven-
tions to promote improved health
outcomes, managing polypharmacy
issues, and positively influencing
physician prescribing patterns to
address quality and cost issues. 

“Giving health plans access to
federal drug rebate allows states to
have the best of both worlds—the
higher rebate and the better care
coordination from giving health
plans financial responsibility for all
acute care services,” says Ms.
Murray. 

More states likely will carve out
drugs from the capitation rate if the
bill does not pass, adds Ms. Murray.
“Pharmacy carve-outs create a range
of operational challenges as
Medicaid recipients, providers,
MCOs, the state, and its fiscal agent

must continually sort through how
the various parts of the benefits
package are administered,” she says.
MCO enrollees in a carve-out
model, for example, typically need
to carry multiple health insurance
cards and keep track of which card
is needed for a given type of service.

If the bill does not pass, Ms.
Murray says states will have lost a
chance to get $13 billion in state
savings and $17 billion in federal
savings from a reform that does not
negatively affect beneficiaries. “The
federal savings could be used to
reauthorize the SCHIP program
next year, or to help provide cover-
age for the uninsured,” she says. 

Contact Ms. Murray at (202) 204-
7509 or mmurray@communityplans.
net. ■
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States take steps to keep Medicaid-eligible children enrolled

Children on Medicaid often
lose coverage during recerti-
fication, because a parent

never received a renewal form or
notification of the need to renew,
didn’t understand what to do with
them, didn’t send in information in
time, didn’t show up at a scheduled
appointment, or didn’t send in or
bring in complete documentation. 

“A number of children are losing
coverage at renewal because family
income has exceeded Medicaid eligi-
bility limits, but the child is not
referred to or signed up for the
SCHIP program,” adds Lisa M.
Duchon, PhD, a senior consultant
at Health Management Associates in
Washington, DC. 

Automation is an answer
States are trying various approaches

to make it easier for parents to keep
their children covered through a
renewal or recertification period.
“They are automating processes and
improving coordination between

Medicaid and SCHIP, simplifying
forms, and making more contact with
parents,” says Dr. Duchon. “Many
states have also lengthened the time
between renewals from six months to
one year.” 

Improved coordination between
programs, especially through elec-
tronic information sharing and the
use of Internet enrollment and re-
enrollment, looks to be an effective
way to help keep children enrolled
in programs for which they’re eligi-
ble, she says. 

“Once these kinds of system
changes have been made or imple-
mented, they’re hard to undo,” says
Dr. Duchon. As renewals become
more automated, the burden of
documentation can shift from the
client to the program, and that also
should help children stay enrolled,
she says. 

“Administrative efficiencies and
information technology tools are
critical components of states’
efforts,” says Patricia MacTaggart,

lead research scientist and associate
professorial lecturer in the depart-
ment of Health Policy at George
Washington University in
Washington, DC. “Health informa-
tion technology is not the answer.
But it is a significant tool that allows
states to get to their answer.”

System coordination ahead
States are moving toward more

system coordination and automa-
tion to remove barriers, says Dr.
Duchon. Some examples:

• Creating an electronic interface
between Medicaid and SCHIP that
allows data to be automatically
transferred between programs if a
child is ineligible for one program.
Also, client information is inte-
grated with Food Stamps. 

• Pre-populating renewal forms
with all prior information about a
child except for the family’s current
income.

• Introducing electronic applica-
tion and renewal processes, and



allowing electronic signatures. 
• Creating a universal enrollment

and renewal form for SCHIP,
Medicaid, and Food Stamps.

• Adding features to eligibility
systems to prevent wrongful
terminations. 

Simplification is key
“Simplification” is the key to

states’ efforts to keep eligible chil-
dren enrolled in Medicaid/SCHIP,
says Ms. MacTaggart. Here are some
things that states are doing:

• No longer requiring face-to-
face interviews. 

This provides the opportunity
for access to applications and eligi-
bility via the web at provider sites,
community centers, schools,
libraries, and even homes. Many
low-income families and working
poor find it difficult to enroll at
local offices for Medicaid or

SCHIP, says Kentucky Medicaid
Commissioner Elizabeth Johnson.
“The reasons vary, and may
include not being able to leave
work and transportation issues,”
she says. “However, the result is
the same—many eligible families
and children are not enrolling in
these benefits.”

To address that, Kentucky has
eliminated the Face-to-Face Enroll-
ment requirement, and now allows
applications to be mailed in.
Applications also are available online
to download and mail in.

• Using electronic verification
systems for proof of citizenship.

“Basic barriers to eligibility, such
as verification of citizenship, are
being reduced in states like
Arkansas and Massachusetts, that
have used Medicaid technology dol-
lars to create electronic verification
systems for proof of citizenship,”

says Ms. MacTaggart.
• Use of passive renewal processes. 
States are simplifying the process

by allowing renewals by mail,
phone, and fax, shortening forms,
reducing verification requirements,
extending continuous eligibility to
one year, and allowing expedited
reviews, says Dr. Duchon. 

• Reducing the frequency of
renewal.

“This is a helpful strategy for
families, as is reducing the amount
of documentation required to
renew,” she says. “However, it’s
possible that tighter budgets could
roll back some of these latter
efforts—for example, a shift back
to six-month renewal.”

Contact Dr. Duchon at (202) 785-
3669, ext. 15 or lduchon@health
management.com, Ms. MacTaggart at
(202) 530-2337 or Patricia.
MacTaggart @gwumc.edu. ■

December 2008 State Health Watch 9

More contact with families stops the loss of benefits

Michelle Mickey Rork, pro-
gram director for PeachCare
for Kids, Georgia’s State

Children’s Health Insurance Program
(SCHIP), says that one of the state’s
most successful initiatives for increas-
ing enrollment and retention of eligi-
ble children has been through the
work of its Right from the Start
Medicaid Outreach Project. 

The project was established July
2003 to expand Medicaid eligibility
services at the local level for low-
income pregnant women and chil-
dren. Workers are housed at
community locations and work after
regular business hours to help fami-
lies with application and enroll-
ment. “Nontraditional sites include
day care centers, outpatient clinics,
community recreation centers and
other community locales that serve
the potentially eligible population,”
she reports. 

In addition, a video was pro-
duced explaining the Medicaid eligi-
bility process. This can be viewed
online, and also is played in
provider offices and community
centers. “We also partner with the
school system to send outreach
materials to all school children in
the state,” says Ms. Rork. 

Geoff Wool, a communications
specialist with the Texas Health and
Human Services Commission, says
that the state’s outreach campaign
emphasizes the importance of
renewing coverage as well as trying
to reach families not already
enrolled. 

CHIP and Children’s Medicaid
are marketed together in Texas, and
parents fill out one application to be
considered for both programs.
Families may move without notifying
the state of their new address, forget
to send in the renewal application, or

may send in renewal applications
that are not completely filled out or
missing some of the documents of
proof required for income and
expenses.

“The message reminding parents
to renew their children’s CHIP or
Children’s Medicaid coverage is a
standard part of our outreach
effort,” says Mr. Wool. “Above and
beyond that, we take a proactive
approach to making sure families
have the opportunity to renew their
children’s coverage.”

Orientation helps families
Once a family enrolls in Medicaid,

the family goes through an orienta-
tion session on the benefits they will
receive, including a segment that
emphasizes the importance of renew-
ing coverage.

In the months before the child’s
CHIP or Medicaid coverage is due



to end, a renewal packet is sent to
the family. A letter reminds the
parents that their children’s cover-
age is due to expire and that it is
time to renew the coverage. The
mailing also includes a renewal
application. 

“If a month goes by and the par-
ents still have not sent us the
renewal application, we send them a
final reminder notice reminding the
parents to renew their children’s cov-
erage,” says Mr. Wool. These mail-
ings tell parents where they can call
to get an application or help filling
out the brochure.

“We also contract with 28 com-
munity organizations in Texas that
help us get share information about
these programs with families that
may be eligible,” says Mr. Wool.
Staff with those organizations are
trained to answer questions and pro-
vide people with help filling out the
CHIP/Children’s Medicaid applica-
tion. “One project soon to come is a
web portal where parents can renew
their children’s CHIP coverage
online,” says Wool. 

55% are recertified
Mike Fogarty, CEO of the

Oklahoma Health Care Authority,
says the primary reason for failure to
re-enroll in his state is the citizen-
ship and identity documentation
requirements imposed by the Deficit
Reduction Act. 

In any given month in
Oklahoma, about 400,000 children
are enrolled in SoonerCare, the
state’s Medicaid program. That
number has grown consistently
since November 1997, when eligi-
bility was increased up to 185% of
the federal poverty level (FPL). At
that time, about 20% of children
had no insurance. “In Oklahoma,
that’s 200,000 kids, which is an
incredible number,” he says. “Now
we are closer to 12%, which is still
way too high, but it’s a heck of a lot

better than 20%.”
In the last 10 months, since the

first terminations due to failure to
document citizenship, more than
35,000 children have lost their eli-
gibility at renewal time. “That is a
very scary number to us. It repre-
sents a huge step backward,” says
Mr. Fogarty. “We have done a very
aggressive follow-up with that pop-
ulation, and we are satisfied that all
of these kids are citizens. It’s just
that their families have not success-
fully navigated the process to get
documented.”

The state now is verifying and
documenting citizenship electroni-
cally. “We use our own pay claims
data to show that they were born
here, along with a very aggressive
follow-up with telephone calls, writ-
ten notices and personal follow-up,”
says Mr. Fogarty. “We managed to
get about 55% of them recertified.
So, of the 35,000 that were termi-
nated, we managed to get about
20,000 back on.”

Other obstacles exist
Another obstacle to re-enroll-

ment that Oklahoma is struggling
with is the “welfare stigma.”
“When we expanded eligibility 
to 185% of FPL for a family of
three, that’s about the median fam-
ily income in Oklahoma,” says Mr.
Fogarty. “These are not folks who
are accustomed to looking to the
welfare system. We think there is
some real hesitation initially, and at
renewal time as well, to have to
communicate with the traditional
welfare department for purposes of
renewal.”

For this reason, the program is
referred to as SoonerCare, not
Medicaid, and terms such as “recipi-
ents” or “eligible” are avoided. 

Also, an electronic enrollment
process was just implemented which
enrolls newborns before they leave
the hospital. “It aligns them with

one of our primary care providers,
and avoids them having to rely on a
parent to deal with the welfare sys-
tem in order to get that accom-
plished,” he says. By next October,
an online enrollment process will be
in place for all Medicaid recipients.
“So, access to the program will be at
any point where they have access to
the Internet whether at home,
school, or at a provider’s office,” says
Mr. Fogarty. 

‘Income cliff’ a problem
Another barrier is the “income

cliff,” which Mr. Fogarty says means
that if a single working parent with a
$15-an-hour job gets a $2 raise, he or
she will lose Medicaid benefits.
“That’s not unique to Oklahoma;
but in the 10 years I’ve been talking
about this, health care insurance has
doubled. So if someone’s wages
increased by as little as 10%, chances
are good that they will lose their
medical benefits,” he says. 

The legislature authorized expan-
sion of coverage up to 300% of the
FPL two years ago. However, the
Aug. 17, 2007, guidance from the
Centers for Medicare & Medicaid
Services came out shortly afterward,
which placed new requirements on
states covering uninsured children in
families with income over 250% of
the FPL. “We submitted our waiver
application to do this but have been
unable to get approval,” reports Mr.
Fogarty. “We are now in our 15th
month of trying to negotiate an
approvable waiver.” 

Enrollment, retention challenges
Mr. Fogarty explains that if the

number of children covered by com-
mercial insurance in the state has
dropped more than 2% in five years,
then states are precluded from
extending coverage to children with
a gross income of over 250%. “So
the very statistic that demonstrates
you have a problem, because families
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no longer have coverage, is the same
statistic that bars the state from try-
ing to reach out to those families,”
he says. “That was the criteria that
stopped us cold.” 

Kentucky Gov. Steve Beshear
recently announced a statewide out-
reach effort for the state’s KCHIP
program, effective Nov. 1, 2008, to
break down some of the challenges
and obstacles to enrolling and
retaining children. 

The program amended the denial

process to provide a new 30-day
grace period to offer additional
information regarding denied appli-
cation. “Local staff will follow 
up by phone or mail with appli-
cants who fail to supply requested
information,” says Kentucky
Medicaid Commissioner Elizabeth
A. Johnson. 

As part of the program’s outreach
efforts, families participating in other
agency programs will be identified to
determine potential eligibility for

KCHIP. “Providers and advocates
will be trained about the application
process, so that they can assist in
having the application completed
and mailed in for processing,” she
says. 

Contact Mr. Fogarty at (405) 522-
7300 or mike.fogarty@okhca.org, Ms.
Johnson at (502) 564-4321, Ms.
Rork at (404) 657-9506 or
mmickey@dch.ga.gov, and Mr. Wool
at (512) 424-6500 or Geoffrey.
Wool@hhsc.state.tx.us. ■

Rural program aims to keep elderly in homes, communities

Lack of family practice physi-
cians, availability of transporta-
tion, and high fuel costs. These

are three of the challenges faced by
state Medicaid directors who are try-
ing to increase health care options for
elderly populations in rural regions. 

North Dakota Medicaid worked
with the Northland Healthcare
Alliance to develop the Program of
All-Inclusive Care for the Elderly
(PACE) program to meet the needs
of elderly residents. 

“As the state’s elderly population
continues to grow, we must explore
options to allow individuals to
remain in their homes and commu-
nities safely,” says Tania Hellman,
RN, BSN, MM, CCM, administra-
tor of managed care for the medical
services division at the North Dakota
Department of Human Services.

The goals of the program are
twofold: To provide quality health
care services with a strong focus on
prevention, and at the same time, to
provide a comprehensive package of
services in a “one-stop shop.” 

PACE recipients receive health
benefits such as immunizations,
along with ongoing monitoring of
their health and well-being. 

“These benefits are made avail-
able by a variety of providers which
make up the health care team,” says
Ms. Hellman. “We feel this is an

excellent way to provide seniors with
another option to live indepen-
dently. We provide a simple method
of meeting their needs by having
contact with one entity.”

By using a coordinated approach,
the medical team is alerted to poten-
tial problems at a much earlier point
in time, thus possibly preventing
complications. The health care team
includes transportation personnel,
medical assistants, physical and
occupational therapists, dietitians,
nurses, physicians, and others. 

“The comprehensive package of
services involves a primary network
of medical providers and others who
are able to provide coordinated care
and other services,” says Ms.
Hellman. “By maintaining ongoing
communication through events such
as interdisciplinary team meetings,
this may allow for the decrease of
potential medical complications.”

Program in early stages
Since the program is in its early

stages, Ms. Hellman says she does
not yet have results on cost savings
that have resulted. “However, we are
hoping for continued quality care
and services,” she says. “This will
hopefully allow PACE recipients to
remain as independent as possible in
their homes and communities.” 

Ms. Hellman says she anticipates

that the PACE program’s focus on
preventive care, health and well-
being will decrease hospitalizations,
lower inpatient bed days, and
decrease emergency department
visits. 

However, providing comprehen-
sive health care services and support
to seniors is going to be difficult,
according to Ms. Hellman. “North
Dakota Medicaid clients do not have
a great deal of experience with ser-
vices delivered through capitated
managed care arrangements,” she
says. “Therefore, educating the pop-
ulation on these types of programs
may be challenging.”

Telemedicine will be used at the
rural PACE site to assist in commu-
nicating and providing health care
from the rural site to the primary
Bismarck location. This decreases
the need for PACE recipients to
travel long distances when they are
in need of specialized health care
that may not be readily available in
the rural area. 

“We will be monitoring our
results, with the option to expand
and meet the needs of other com-
munities in North Dakota,” says
Ms. Hellman. “We are hoping our
state will become a model for others
contemplating a rural PACE site.”

Contact Ms. Hellman at (701)
328-3598 or thellman@nd.gov. ■
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Fifteen percent of Medicare
home health agencies were cited
for the same certification defi-

ciency on three consecutive surveys,
according to a report issued by the
Office of the Inspector General in the
Department of Health and Human

Services. Most of the agencies
included in this group were located in
six states: California, Florida, Illinois,
Iowa, Michigan, and Texas. 

Compliance with plan-of-care
requirements presented the biggest
challenge, with almost half of the
cited agencies not demonstrating
that the patient’s physician reviewed
the written plan of care. Other plan
of care-related citations included:
not covering all diagnoses, not alert-
ing physicians to changes in
patient’s condition, not following
the plan of care to administer drugs
and treatments, and not coordinat-
ing and supporting objectives out-
lined in the plan of care. 

“Meeting the compliance stan-
dards related to the plan of care is a
difficult area for all home health
providers,” says Trish Tulloch, RN,
BSN, MSN, HCS-D, senior consul-
tant for RBC Limited, a Staatsburg,
NY-based home health consulting
company. The most common reason
for not following the plan of care is

an inability to access the most up-to-
date information, she explains.
“About 40% of home health agen-
cies are still using a manual, paper-
based system,” Ms. Tulloch says.
“This means that updates to the
plan of care might take several days
as clinicians turn in notes, get
approvals, or have data entered into
the record,” she explains.

If the plan of care can be updated
at the home of the patient, during
the visit, the next clinician to visit
the patient has up-to-date informa-
tion, Ms. Tulloch points out.

An automated system may assist
the process of maintaining and com-
municating an updated plan of care,
but it does not ensure that your
agency will meet all compliance
requirements, Ms. Tulloch points out.
If your clinicians don’t update the
records on their laptops by download-
ing updates at the start of each day, or
if they don’t transmit updated infor-
mation at the end of the day, the cur-
rent information is not available to
them or the next clinician to visit the
patient, she explains. To ensure the use
of the most updated plan of care, poli-
cies must be clear about procedures
related to the plan of care, she says.

Clinicians at South Davis Home
Health in Bountiful, UT, know
expectations related to plan of care
when they are hired, says Denise
Cook, RN, quality assurance and
quality improvement coordinator
for the agency.

“Establishing a plan of care, chart-
ing to the plan of care, and following
the plan of care are part of their job
requirements and are included 
in their annual competencies,” she
explains. 

For the complete article, see the
November 2008 issue of Hospice
Management Advisor, published by
AHC Media LLC, www.ahcmedia.
com. ■
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