
While considerable atten-
tion routinely is focused
on the number of people

who don’t have health insurance
coverage, another important statis-
tic is the
number of
people —
o f t e n
including
those who have insurance — who
don’t have access to basic medical
care, generally because they live in
communities with an acute short-
age of health care providers.

The National Association of
Community Health Centers

(NACHC) reports there are at least
36 million Americans in this situa-
tion, with 13 states accounting for
nearly two-thirds of those who are
unable to access a regular health
provider.

In A Nation’s Health at Risk, a
new NACHC report, the organiza-
tion describes who and where those
without a regular source of health
care are, why having a regular pri-
mary care provider is important,
and how the national initiative to
expand community health centers
has helped meet the need. 

For many years, states strapped
for sufficient funds for their
Medicaid programs and for

all other state activities have looked
for creative legal ways to obtain
additional support from the federal
government. Among the tech-
niques that have been used are
excessive payments to state-owned
health facilities, provider taxes and
donations, excessive disproportion-
ate share payments to hospitals,
and adjustments to upper payment
limits. 

As ways have been found and
exploited, the feds see what’s going
on and close what federal officials

see as loopholes. And the state offi-
cials begin their search for another
way to draw down additional
much-needed federal money. The
latest iteration in this choreography
is the flap over intergovernmental
transfers.

In March, the General Account-
ing Office (GAO), issued a report
that concluded there is a problem
with states making use of intergov-
ernmental transfers to finance not
only Medicaid but also state general
fund budgets. 

“Some states, for example, receive
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federal matching funds on the basis
of large Medicaid payments to 
certain providers, such as nursing
homes operated by local govern-
ments, which greatly exceed estab-
lished Medicaid rates,” the GAO
report said. “In reality, the large pay-
ments are often temporary, since
states can require the local govern-
ment providers to return all or most
of the money to the states. States
can use these funds — which essen-
tially make a round trip from the
state to providers and back to the
states — at their own discretion.”

GAO sees at least three ways in
which such financing arrangements
threatens the federal-state Medicaid
partnership, as well as the program’s
fiscal integrity:
1. Such arrangements effectively

increase the federal matching rate
established under federal law by
increasing federal expenditures
while state contributions remain
unchanged or even decrease.
GAO estimated that one state
effectively increased the federal
matching share of its total
Medicaid expenditures from 59%
to 68% in FY 2001 by obtaining
additional federal funds and
using them as the state’s share of
other Medicaid expenditures.

2. There is no assurance that
increased federal matching pay-
ments are used for Medicaid ser-
vices since states use funds
returned to them at their own
discretion. An examination of six
states by GAO found that one
state used the funds to help
finance education programs and
others deposited the money into
either the state general fund or
special accounts used for non-
Medicaid purposes or to supplant
the states’ share of other

Medicaid expenditures.
3. The arrangements allow states to

pay a few providers amounts that
will exceed the cost of services
provided, which is inconsistent
with statutory requirements that
states ensure economical and effi-
cient Medicaid payments. In one
state, according to the GAO, its
auditors found that the state’s pro-
posed plan increased the daily fed-
eral payment per Medicaid
resident from $53 to $670 in six
nursing homes operated by local
governments.
Although the Centers for

Medicare & Medicaid Services
(CMS) and Congress have taken
steps to curtail states’ financing
schemes, improved CMS oversight
and additional congressional action
could help address continuing con-
cerns with such arrangements, GAO
said.

States seek creative solutions
“Experience shows that some

states are likely to continue looking
for creative means to supplant state
financing, making a compelling case
for the Congress and CMS to sus-
tain vigilance over federal Medicaid
payments,” GAO concluded.
“Understandably, states that have
relied on federal funding as a staple
for their own share of Medicaid
spending are feeling the budgetary
pressure from the actual or potential
loss of these funds. The continuing
challenge remains to find the proper
balance between states’ flexibility to
administer their Medicaid programs
and the shared federal-state fidu-
ciary responsibility to manage pro-
gram finances efficiently and
economically in a way that ensures
the program’s fiscal integrity.”

That challenge has been picked
up by federal Medicaid administra-
tor Dennis Smith, who testified in
April before the House Energy and
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Commerce Health Subcommittee
on legislation the administration
wants Congress to adopt to keep
states from inappropriately drawing
down money through intergovern-
mental transfers. 

“The administration proposes to
further improve the integrity of the
Medicaid matching rate system
through steps to curb intergovern-
mental transfers that are in place
solely to avoid the legally deter-
mined state financing,” Mr. Smith
said. “To be clear, CMS always con-
siders legitimate intergovernmental
transfers permissible sources of state
funding of Medicaid costs, which
are meant to allow units of local
governments, including government
health care providers, to share in the
cost of the state Medicaid program.”

Cap transfers at true net cost
Under the new proposal, the fed-

eral government, when matching a
claimed state expenditure for a ser-
vice provided by a public provider,
would only provide matching pay-
ments on the basis of the state’s true
net expenditure. Mr. Smith said the
administration proposes to restrict
federal reimbursement for Medicaid
payments to individual government
providers to no more than the net
cost of providing services to
Medicaid beneficiaries. “Limiting
federal reimbursement to no more
than net cost would curb excessive
payments while preserving a state’s
ability to pay reasonable rates to
such providers,” he testified. 

Mr. Smith also described a con-
troversial policy the administration
has begun to crack down on: inap-
propriate intergovernmental trans-
fers. Since August 2003, federal
Medicaid officials have held off
approving amendments filed by
states to their Medicaid plans “until
such time that states have agreed to
terminate any financing practices
that contradict the intent of the

federal-state partnership. Since we
have begun our in-depth review of
state plan amendments that deal
with reimbursement last summer,
82 have been approved, four have
been disapproved, and five have
been withdrawn entirely by states.
Thirty-nine state plan amendments
have been temporarily withdrawn
by states as a result of our requests
for additional information. Another
153 state plan amendments are
under review at CMS.”

Rep. Sherrod Brown (D-OH)
charged CMS “has also been with-
holding payments in an attempt to
convince states to block-grant their
Medicaid programs in line with
administration plans. This isn’t a
game. The administration doesn’t
win if they figure out new and dif-
ferent ways to starve Medicaid.”

According to Rep. Brown, while
fraud and abuse should be stopped,
“That does not mean we should
reduce the net funding available to
state Medicaid programs. If we cut
dollars from Medicaid, we should
replace those dollars. It doesn’t mat-
ter whether the states divert dollars
from Medicaid into road construc-
tion, or the president diverts dollars
from Medicaid into tax cuts.”

Governors like the status quo
Also at that same hearing, the

deputy director of Ohio’s Medicaid
program, Barbara Edwards, testified
on behalf of the National Governors
Association that without the benefit
of intergovernmental transfers, large
county-based states such as New
York, California, Wisconsin, and
North Carolina “would literally be
unable to finance their Medicaid

programs, destroying the safety net
in many parts of the country and
drastically increasing the numbers of
the uninsured.

“Therefore, attacks on the very
existence of intergovernmental
transfers threaten the decentralized
form of government that these states
have chosen and would represent an
attempt by the federal government
to statutorily favor state govern-
ments that are centralized and do
not rely on the ability of counties to
raise revenue.”

If there continue to be concerns
about how states finance Medicaid,
Ms. Edwards said, there should be
discussions that are open, exhaus-
tive, and include all stakeholders
who would be affected. These dis-
cussions, she said, should at least
acknowledge that not only are the
state actions being questioned legal,
but they have been approved by the
Department of Health and Human
Services (HHS) and, in many cases
in the past, have been encouraged
by the department.

“Regardless of what Congress
may consider, it is critical that the
financing rules of Medicaid not be
changed midstream,” she testified.
“States have acted within the para-
meters of the law and the regula-
tions when negotiating budgets,
and all financing mechanisms are
both legal and approved by HHS.
For these rules to be changed mid-
stream, without notification or
congressional directive, would be a
presumption of guilt that is inap-
propriate in a state-federal partner-
ship. In addition, such changes
may well constitute an illegal
impoundment of funds and violate
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other bedrock provisions of the
Medicaid program.”

Ms. Edwards noted that states are
spending significantly more money
on the Medicaid program now than
they were 10 years ago, despite
increased financing through the
upper payment limit mechanisms.
The state share of Medicaid was $94
billion in 2000, she said, compared
with $50 billion in 1992 and $70
billion in 1997. “This demonstrates
state commitment to funding the
program and proves that increases in
the Medicaid budgets are not being
financed overwhelmingly by federal
funds,” she declared.

Ms. Edwards also cautioned that
temporary state fiscal relief approved
by the federal government ends this
fiscal year, and as a result of that
shift and the continued growth of
Medicaid overall, the total amount
of state dollars in Medicaid will
increase by 15% to 20% from FY
2004 to FY 2005, creating a fiscal
situation ill-suited to absorb addi-
tional reductions in the federal com-
mitment to Medicaid funds.

“The governors oppose any
reductions in Medicaid spending as
well as changes to the current policy
that would jeopardize funding for
underserved populations,” Ms.
Edwards concluded. “The current
policy represents a well-thought-out
balance that seeks both accountabil-
ity and sufficient funding for the
health care safety net. Changing the
policy now could have disastrous
consequences for public hospitals
and the individuals they serve.”

(To see the March 18 GAO report,
go to www.gao.gov. For the testimony
of Mr. Smith and Ms. Edwards, go 
to http://energycommerce.house.gov/
108/Hearings/04012004hearing
1245/Smith1927.htm and http://
energ y commerce.house.gov/108/
Hearings/ 04012004hearing1245/
Edwards1928.htm.)  ■

NACHC’s analysis finds:
1. The growth of community health

centers during FY 2002 and
2003 reduced the number of
Americans without a regular
source of care by more than 2.4
million people over the period.

2. The number of Americans with-
out a regular source of care would
have been reduced by nearly 4
million more people (an addi-
tional 11%) had all qualified
applications for new health cen-
ter cities been funded.

3. Health centers serve as the regu-
lar source of care for one-fifth of
the nation’s low-income unin-
sured population.

More support would help
NACHC vice president for fed-

eral, state, and public affairs Dan
Hawkins tells State Health Watch the
problem has been that while
Congress has made expansion of
community health centers a priority,
there has not been enough money
appropriated for all the communi-
ties that want to open a center.

“There were more than 400 grant
applications approved,” Mr.
Hawkins says, “but almost 1,300
submitted for either new centers or
existing centers to expand into new
communities. “We’re grateful that
we’ve been the beneficiaries of a lot
of new money over the years with
strong bipartisan support in
Congress,” he continues. “We’d just
like to be able to do even more. We
know there are other worthy groups
vying for money. The point of our
report is not to criticize Congress,
but to say there is a significant
unmet need out there.”

According to the NACHC
report, the medically unserved live
in inner-city neighborhoods and
isolated rural communities that have

been designated by the federal gov-
ernment as having severe shortages
of providers, especially primary care
providers. They live in every state
and in all but 417 of the 3,140 U.S.
counties. The highest concentration
of unserved people is in metropoli-
tan areas with populations of less
than 1 million. But one-fifth of all
rural resident adults receive care
through a health center or commu-
nity clinic, a rate nearly twice that
of urban residents throughout the
country. 

The map on p. 5 shows the 2003
percent of state populations med-
ically unserved. In each of 13 states
— Alabama, California, Florida,
Georgia, Louisiana, Michigan,
Missouri, New York, North
Carolina, Ohio, Pennsylvania,
Tennessee, and Texas — the med-
ically unserved population exceeds 1
million people. Thus, these states
together account for 63% of all
Americans who lack a regular health
care provider.

In Louisiana and Mississippi, the
unserved account for one of every
three state residents, and in 10 other
states — Alabama, Arkansas,
Georgia, Idaho, Kentucky,
Nebraska, Nevada, North Carolina,
Tennessee, and Wyoming — at least
20% of residents have no regular
provider of care.

Many studies, the report says,
have concluded that having a regu-
lar doctor improves access to pri-
mary care and health outcomes
more effectively than having health
insurance or even the ability to pay
fully for one’s health care alone.
When people have a regular source
of health care, they use it more
often, and thus are better able to
prevent a costlier illness later on.
Primary care is seen as essential for
those with chronic diseases such as
diabetes or hypertension and for
those needing screenings such as
cancer screenings. 

Fiscal Fitness
Continued from page 1



“In fact,” the report says, “a regu-
lar source of care is related to better
management of chronic diseases,
increasing cancer screenings for
women by one-third, and even
fewer lawsuits against emergency
rooms.”

Studies also have shown that not
having a regular health care provider
is a greater predictor of delay in
seeking care than insurance status,
and that mortality is related to a
lack of primary care physicians.
What works best in improving over-
all health for the entire population,
the studies show, is the combination
of health insurance coverage and a
regular source of care.

NACHC says the number of
medically unserved would have been
50 million people were it not for the
community health centers that were
family doctor and health care home
for more than 14 million people
who would otherwise face barriers
in gaining access to health care,
including a lack of available health
care providers.

The health centers program oper-
ates as a public-private partnership,
with federal resources going to com-
munity organizations for develop-
ment and operation of local health
systems. (See the story of one Texas
health center, p. 6.) Under program
rules, a majority of the membership
of all health centers’ policy boards
must receive their care at the centers
and thus represent the communities
being served. 

In its efforts to demonstrate the
need and then increase funding for
health centers to meet the need,
NACHC also points to the eco-
nomic stimulus health centers have
become in their communities. They
employ more than 70,000 people
nationwide — including many local
community residents — bolster local
businesses, and stabilize neighbor-
hoods by stimulating community
development and economic growth. 

“America’s health centers are
unique among primary care
providers because they remove com-
mon barriers to care by serving com-
munities who otherwise confront
geographic, language, cultural, and
other barriers,” the report main-
tains. “They are located in high-
need areas identified by the federal
government as having elevated
poverty, higher-than-average infant
mortality, and fewer practicing
physicians. They are also open to all
residents, regardless of insurance sta-
tus, and provide free or reduced cost
care based on ability to pay. Health
centers tailor their services to fit the
special needs and priorities of their
communities and provide services in
a linguistically and culturally appro-
priate setting, which helps avoid
underuse of preventive services and
substantial treatment disparities. In
fact, nearly a third of all patients are
best served in languages other than
English. Moreover, health centers
offer services that help their patients
access health care, such as trans-
portation, translation, case manage-
ment, health education, and home
visitation.”

Studies, NACHC says, have

shown that health centers save the
Medicaid program at least 30% in
annual spending for health center
Medicaid beneficiaries due to
reduced specialty care referrals and
fewer hospital admissions. Based
on those reports, the organization
estimates that health centers
already have saved almost $3 bil-
lion annually in combined federal
and state Medicaid expenditures,
nearly twice the current total of all
congressionally approved funding
provided to health centers this year. 

Other studies have shown a
reduction in expensive emergency
department (ED) use associated
with health centers along with
improved health outcomes and
lower incidence of chronic disease
and disability. 

Mr. Hawkins tells SHW he has
no doubt that health centers could
meet the need of 50% or more of
the 36 million who currently are
unserved. He points out that some
hospital EDs have been asking
neighboring health centers to par-
ticipate in joint ventures as a way
of easing the overloading of EDs
with nonurgent patients. In some
instances, he says, hospitals even
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have been willing to put up money
to help organize a system that
works through a health center.

Hospitals face a problem, he
says, because the managed care rev-
olution of the late 1990s has elimi-
nated much of the cost-shifting
that had provided funds to hospi-
tals to subsidize care for the unin-
sured. With the cost-shifting all but
gone, he says, other providers are
significantly less able to provide
care. Thus, they are trying to work

with health centers.
“A key message for policy-makers

at the federal and state levels,” Mr.
Hawkins writes, “is that dramatic
improvements in health care can be
achieved from system change. But
any health care organization that is
working for quality improvement
has a need for infrastructure and
the development of capacity.
Policy-makers should recognize that
health centers are making these
changes and generating significant

savings for the system, even as they
improve the well-being of their
patients and communities. By shar-
ing the savings that they produce
with the centers themselves, policy-
makers will be enabling the centers
to cover more medicines for their
patients, ensure better access to spe-
cialists, and support innovation like
group visits and outreach.”

[Contact Mr. Hawkins at (301)
347-0400. Download the report from
www.nachc.org.] ■

Eighty miles west of San
Antonio, Community Health
Development Inc., based in

Uvalde, has operated for 20 years,
serving 10,000 people or one-third
of the population of a four-county
area through three service sites.

Center CEO Rachel Gonzales-
Hanson tells State Health Watch her
center provides a full array of inte-
grated comprehensive health care
services including medical, with OB
care; dental; laboratory; X-ray; phar-
macy; health education; and preven-
tive care screenings. Providers are
board-certified physicians.

The population served is 65%
Hispanic and 30% Caucasian, with
the remainder from Asia and the
Philippines and Native Americans.
The vast majority of those who
come to the center are below the
185% poverty line.

According to Ms. Gonzales-
Hanson, in 2003, the center saw
15% to 18% of its clients with
Medicaid, 20% with Medicare, 5%
with private insurance, and the rest
with no health insurance coverage.
She says the center uses whatever
third-party revenues it is able to
receive to provide services to those
who aren’t covered. 

“If we weren’t here, some of our
patients would go to Mexico for
care, while most would wait until

they faced a very bad health situation
and then would go to the hospital
emergency room. They would wait
until it was really bad because of the
cost and also the way they are treated
there. A few patients might be will-
ing to go to San Antonio, but they
probably wouldn’t have any trans-
portation to get there.

“We provide a lot of value-added
services,” she tells SHW. “Preventive
care is a very strong focus, along
with health education. Services are
provided whether there is coverage
for them or not. We are in a group
purchasing program for pharmaceu-
ticals and pass the savings along to
our patients.”

Asked if she has sufficient fund-
ing, Ms. Gonzales-Hanson candidly
acknowledges she has been fortunate
to receive some additional grand
funds on top of her federal funding,
making her an exception to the gen-
eral rule among community health
center executives. Even so, for a 10-
year period, her center received no
additional funding although its costs
increased considerably.

“Some members of our staff qual-
ify for Medicaid,” she says. “That’s
simply not right, but it’s the way
things are. People often believe that
it’s cheaper to provide health care in
rural areas, but that is a myth. We’ve
just learned to do more with less.”

Asked to make the case for more
funding for community health cen-
ters, Ms. Gonzales-Hanson ticks off
three points:
1. There is a need for people to have

a medical home, particularly in
rural areas. Two of the counties
served by her center have no retail
pharmacy in them and the center
is the source of prescription drugs
for its patients. “There is no other
model in the United States that
can do what we do and has the
track record we have in terms of
cost and quality,” she says. 

2. Rural people shouldn’t be pun-
ished for where they live. “There’s
a lot of important work that is
done in rural areas, and they
[workers] need health care as
much as anyone else. We are a
great solution for that and some-
times the only solution.”

3. Health centers are cost-effective
and also valuable because of the
local control of the board of
directors. The community
decides the services that are
needed and how they should be
provided. The board has to have
at least 51% of patients from the
center. And the centers are an
amazing economic stimulus in
their communities.
[Contact Ms. Gonzales-Hanson at

(830) 278-5604, ext. 200.] ■

Health center serves one-third of a four-county area in rural Texas
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Federal grants under Com-
munity Health Center expan-
sion and the Community

Access Program have helped some
communities strengthen their health
care safety-net services, but only
work best in communities that
already have a solid infrastructure,
strong leadership, and additional
sources of income.

That’s the finding from a Center
for Studying Health System Change
analysis of grant use in 12 nationally
representative communities involved
in the center’s 2002-2003 site visits.
(Every two years, center researchers
visit 12 representative metropolitan
communities — Boston; Cleveland;
Greenville, SC; Indianapolis;
Lansing, MI; Little Rock, AR;
Miami; northern New Jersey;
Orange County, CA; Phoenix;
Seattle; and Syracuse, NY — to
track changes in local health care
markets. The researchers interview
individuals in each community who
are involved directly or indirectly in
providing safety-net services to low-
income people, including representa-
tives of safety-net hospitals,
community health centers, local
health departments, and government
officials, academics, and advocates.)

According to a center issue brief,
Federal Aid Strengthens Health Care
Safety Net: The Strong Get Stronger,
written by John F. Hoadley, et al.,
federal funds helped many commu-
nities expand preventive and primary
care services and increase coordina-
tion among community health cen-
ters and other safety-net providers,
especially hospitals.

But, the researchers caution,
“generally, communities with exist-
ing safety nets tended to be more
successful in obtaining grants, while
some communities with less well-
established safety nets have not

reaped as much benefit from the
additional federal aid.”

Community Health Center
expansion grants were launched by
the Bush administration in 2002 to
help new or existing health centers
add preventive and primary care ser-
vices. Consistent with the ability of
centers to treat more people in need
(see related stories, pp. 1, 6), the
administration’s goal has been to
increase the number of patients
treated at community health centers
from about 10 million in 2001 to
more than 16 million in 2006.
Nationally, about 460 grants were
awarded in 2002 covering $175 mil-
lion in new spending and expanding
community health centers’ reach to
about 1.6 million new patients.
Nearly half of the eligible commu-
nity health centers in the 12 com-
munities surveyed received grants in
2002 ranging from $100,000 to
$787,500.

Mr. Hoadley, et al., say there are
several types of expansion grants that
fund new centers or sites, expand
medical capacity at existing centers,
or add new dental, mental health,
substance abuse, or pharmacy ser-
vices. They say the community
health center expansion grants “have
played a significant role in strength-
ening the reach of community
health centers in the eight communi-
ties studied that received at least one
grant.” Some centers opened new
facilities. For instance, community
health centers in Phoenix opened
two new centers and expanded hours
to include evenings and Saturdays. A
northern New Jersey center was able
to open a new site to replace one
that had closed. And in other com-
munities, grants have allowed health
centers to add workers. In Miami,
for example, one community health
center used grant money to hire a

dentist, dental hygienists, and a clin-
ical social worker.

With a limited amount of new
money available, some communities
expressed concern about the intense
competition for funds and also
raised questions about sustainability
of activities started through the fed-
eral grants. In Boston, for example,
many community health centers
used the federal expansion money to
expand dental coverage with a com-
mitment from the state to support
dental services through Medicaid.
Centers spent about $7 million to
build dental capacity, only to have
the state eliminate coverage of adult
dental services in early 2002. “Even
though the new federal funds likely
will continue,” says Mr. Hoadley,
“they alone may be inadequate to
maintain the program.”

The grants appear to have had
less impact in communities lacking
a pre-existing strong network of
safety-net institutions. The report
says that in several of the 12 com-
munities visited, the safety net has
faced serious challenges in meeting
the needs of uninsured people. Yet
there were no clear examples of a
fragile community health center
becoming significantly stronger as a
result of the new federal grants.

Across the 12 center sites, com-
munities such as Boston with rela-
tively large safety-net capacity
appeared more likely to receive
expansion and CAP grants than
communities with smaller, struggling
safety nets such as Little Rock. 

“Financially viable safety-net
organizations were more likely to
receive grants than those experienc-
ing financial problems or other
weaknesses,” the researchers say. “A
number of factors contributed to
this overall pattern, including
strong infrastructure, leadership,

Grants help strongest, most capable communities



financial viability, and the ability to
demonstrate ongoing needs in the
community.”

Safety-net organizations with a
stronger infrastructure often have
the staffing and expertise needed to
prepare grant applications and eval-
uate their success in serving more
people or achieving efficiencies. As a
result, Mr. Hoadley writes, they
likely are more able to develop a
compelling grant proposal to start a
new site, expand services, or develop
new approaches for outreach or col-
laboration with other providers.

The role of community health
center leadership also is examined,
with the researchers finding that
safety-net organizations led by tal-
ented directors who actively seek
new funding are more skilled at
gaining support and grants. Because
long-term sustainability of a project
is a critical factor in grant awards,
financially stable community health
centers with multiple revenue
sources and less reliance on direct
federal funds are likely to have a bet-
ter chance of receiving a grant.
Further, safety-net organizations
have to show there is a need.

Mr. Hoadley, et al. say the grant
programs have been a success for
many communities but they are not
a panacea for bridging significant
gaps in safety-net infrastructure or
for filling some of the largest holes
in services for low-income people. 

They tell policy-makers that if
they want to bolster safety nets in
some of the nation’s neediest com-
munities, changes will be needed.
Since, for instance, safety-net orga-
nizations with less established infra-
structure and fewer resources could
benefit from technical assistance to
apply for, obtain, and use grants,
ways must be found to make that
assistance available. 

[Contact Mr. Hoadley at (202)
484-5261. Download the issue brief
from www.hschange.org.]  ■
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While states have been
scrambling for places to
save money, especially in

Medicaid and other health care ser-
vices, so far most governors and leg-
islatures have shied away from doing
major damage to the State Children’s
Health Insurance Program (SCHIP),
according to an analysis released by
Harriette Fox and Stephanie Limb
of the Maternal and Child Health
Policy Research Center.

The two say SCHIP seems to
retain its popularity because of the
coverage it provides to a significant
segment of children (6 million cov-
ered in 2003, up from 3 million in
2000) and because of the federal
matching funds it attracts. 

“As a result,” say Ms. Fox and
Ms. Limb in their report, “virtually
all states have protected their
SCHIP programs from reductions
in eligibility levels, although there
are some that have moved to restrict
benefits or control enrollment, and
many that are requiring greater
financial contributions by families.
At the same time, however, there are
several states that have expanded
their SCHIP programs through
changes in eligibility, enrollment, or
benefits.”

The analysis found 20 states in
which some form of cost-cutting
measure was instituted. (See chart,
p. 9.) Only two states revised their
SCHIP eligibility policies, with one
lowering it and another raising it, so
the total number of states setting
eligibility at 200% of poverty
remains the same at 39. Alaska,
which is experiencing the largest
state budget shortfall, lowered the
eligibility level to 175% of poverty,
while Illinois increased its eligibility
level from 185% of poverty to
200%.

According to the report, four
states (Alabama, Colorado, Florida,

and Maryland) froze SCHIP enroll-
ment and two (Montana and Utah)
expanded their existing enrollment. 

Among the 36 states operating
separate SCHIP programs, only
three turned to benefit reductions as
a means of cutting costs, and two
actually added benefits. Texas made
the most drastic changes, eliminat-
ing coverage completely for chiro-
practic services, dental services,
vision services, skilled nursing facil-
ity care services, hospice care, and
tobacco-cessation programs and
reducing its previously generous
mental health and substance abuse
benefits to reflect more typical
SCHIP behavior health benefits.
Wyoming changed its SCHIP pro-
gram from a Medicaid look-alike to
one with more limited benefits,
eliminating coverage for personal
care, hearing aids, and its EPSDT
provision and placing limits on
inpatient mental health coverage.
Florida capped dental coverage, and
Nebraska revised its Medicaid den-
tal benefit relating to orthodontia.

Utah and Virginia expanded their
benefits. Utah added restorative
dental services, and Virginia added
community-based mental health
services.

Cost-sharing changes strategy
According to the authors, com-

pared to eligibility, enrollment, and
benefit changes, increased cost-shar-
ing requirements were a far more
common strategy used by states to
control costs. Seventeen of the 20
cost-cutting states chose this
approach because, according to
SCHIP directors, it not only offsets
some of the states’ costs but also
brings SCHIP programs more in
line with commercial coverage.
Thus, 12 states introduced or
increased premiums, two states
introduced or increased copayments,

Budget cutters haven’t taken aim at SCHIP



and three states introduced or
increased requirements for both
types of cost-sharing. No state
reported reducing existing cost-shar-
ing requirements.

“Unless states’ budget situations
improve,” Ms. Fox and Ms. Limb
say in their report, “and forecasts
for FY 2005 are that they will not,
more SCHIP program cuts are
likely. Five states reportedly are
considering increasing cost-sharing
obligations, one may reduce eligi-
bility levels, and another might cap
enrollment, but these changes are
not certainties.”

They report Florida already has

approved legislation to restrict pro-
gram enrollment by limiting enroll-
ment to twice a year and allowing
the governor to disenroll children if
the program has future budget
deficits. Idaho will increase its
SCHIP eligibility level from 150%
of poverty to 185% effective July 1.
Children in families with incomes
below 150% will remain in the
state’s Medicaid SCHIP program,
while those in the higher income
group will enroll in a newly created
separate program that will charge
monthly premiums and copayments
for emergency department services
and prescription drugs.

The authors say it remains to be
seen what effect the most common
cost-saving strategy of requiring
greater cost-sharing will have on
program costs and also on program
enrollment. “It may be,” they say,
“that premium increases, even mod-
erate ones, will deter families from
enrolling in SCHIP, choosing
instead either to spend down to the
medically needy eligibility level and
obtain Medicaid or simply go with-
out coverage.”

[Contact Ms. Fox and Ms. Limb at
(202) 223-1500. Download the
report from www.mchpolicy.org.]  ■
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States

AL

AK

AZ

CO

CT

FL

GA

KS

KY

MD

MA

NE

NV

NH

NJ

NC

TX

VT

WI

WY

Eligibility

X

Enrollment

X

X

X

X

Benefits

X

X

X

X

Premiums
X

X

X
X
X
X
X
X
X

X
X
X

X
X
X

Copayments
X

X

X
X

X

Cost Sharing

State Cost-Cutting Measures

Source: Maternal & Child Health Policy Research Center, Washington, DC.



An interdisciplinary task force
of the American College of
Neuropsychopharmacology

created in 2003 says our nation’s
leaders have taken steps to prepare
for future terrorist attacks in the
wake of the Sept. 11, 2001, events,
but have made far fewer prepara-
tions for a pervasive effect of any
attack — its psychological impact.

“The goals of terrorism depend
on their psychological impact,” says
task force chairman Steven Hyman,
a professor of neurobiology at
Harvard Medical School. “The per-
vasive psychological effects of terror-
ism demand a public health
response, and the inclusion of men-
tal health as an integral part of disas-
ter planning is the first step.”

A 2003 poll sponsored by the
National Association of State Mental
Health and Program Directors, the
National Mental Health Association,
and the Consortium for Risk and
Crisis Communications found that
people understand the psychological
threat of terrorism and want steps
taken to address that threat. (See
related story, p. 11.)

Members of the American
College of Neuropsychopharmacol-
ogy task force are experts in brain
and behavior, with a special focus on
responses to trauma and risk com-
munication. They evaluated the sci-
entific literature to determine what is
known about the psychological
effects of terrorism, what is urgently
needed to know, and what recom-
mendations should be implemented
now. 

According to the task force, the
risk of developing a long-term men-
tal illness following a terrorist attack
is based on two interacting factors:
1) the directness and severity of a
person’s exposure and 2) the degree
of personal vulnerability. Thus, the

more directly a person is affected by
a terrorist act, the greater the risk of
developing post-traumatic stress dis-
order or other disorders. Research
also shows that some people are
more susceptible than others
because of genetic risk, past history
of trauma, gender (females are more
at risk), being evacuated from the
site of an attack, and surviving or
witnessing an attack. Such personal
risk factors apply to too many peo-
ple and the system could not handle
treating everyone with at least one
such risk factor.

The researchers say their review
of scientific studies leads them to
question the merit of a widely used
intervention intended to prevent
post-traumatic stress disorder. Often
mandated for first responders, this
intervention, known as psychologi-
cal debriefing, consists of a single
therapy session within days of a
traumatic event to allow all
involved, whether or not they have
symptoms, to vent their emotions
and relive the traumatic event.

“While several studies found
debriefing to be effective, they were
inadequately designed,” the
researchers say in their report.
“When rigorously tested in ran-
domized, controlled clinical trials,
the results were quite different. Not
only was psychological debriefing
found ineffective, but some studies
found it can impede recovery.” 

If the widely used technique of
psychological debriefing now is said
to be ineffective and potentially
harmful, a technique that does
work — brief cognitive behavioral
therapy — is used very little and
should be used more.

Cognitive behavioral therapy
involves four to five therapy sessions
beginning two to five weeks after a
traumatic event. It adopts a prob-

lem-solving approach to people with
high levels of symptoms, seeking to
change their traumatized view of an
event and guiding them to more
adaptable behavior. 

The task force says that one con-
trolled clinical trial found that cog-
nitive behavioral therapy sped up
the rate of recovery, although it did
not actually reduce the overall
prevalence of post-traumatic stress
disorder. Another study found that
six months after the event, the
prevalence of post-traumatic stress
disorder was reduced by two-thirds.

Problems hindering broader use
of cognitive behavioral therapy are a
lack of therapists trained in the tech-
nique and the expense and fre-
quency of the sessions needed. “If
there was another massive terrorist
attack like 9/11,” the task force
report says, “our mental health sys-
tem might not be able to handle
mass psychological casualties.”

One of the areas of research the
task force calls for deals with new
approaches to prevention of post-
traumatic stress disorder, possibly
through medications. 

Priorities for future research
cited in the study include: 1) iden-
tifying the minimum treatment
necessary to successfully prevent
chronic post- traumatic stress disor-
der and related problems; 2) exam-
ining the optimum circumstances
for providing interventions, such as
time elapsed since a traumatic
event and who is most likely to
benefit; and 3) validating the effi-
cacy of interventions with a wider
range of trauma populations,
including victims of terrorist
attacks in countries where terrorism
is prevalent.

A subset of individuals given
special attention by the task force
is children. Although children’s
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reactions to trauma are similar to
those of adults, they differ in that
they are more susceptible to sec-
ondary exposure, that is, exposure
through the media or transmitted
through the fearful reactions of
parents and teachers. 

The task force says that under-
standing the impact of terrorism on
children is critical because child-
hood mental health problems often
go unrecognized and if left unat-
tended, their problems can persist
and progress, leading to school fail-
ure, poor social adjustment, and
altered brain development.

Given that terrorism’s effects on
children can be indirect, the group

says, interventions that improve
parental functioning may reduce the
psychological impact of terrorism.
Studies have indicated it may be
more beneficial to target parents and
other adults close to children rather
than children themselves, particu-
larly because adults can act as a
buffer for children and minimize
danger. In studies of naturally
occurring resilience, effective adults
function in a protective capacity for
children.

The group notes that one barrier
to effective research into terrorism’s
behavioral, biological, and psycho-
logical effects has been a lack of
immediate access to disaster sites and

treatment centers. Following major
attacks such as the Oklahoma City
federal building bombing and the
World Trade Center attack, public
officials have been reluctant to per-
mit research out of compassion for
the victims and a desire not to inter-
fere with logistics. But at the same
time, the task force members say,
unproven therapeutic interventions
such as psychological debriefing have
been implemented and may have
caused harm. “While excessive intru-
siveness should be avoided, it is
important for the research commu-
nity and the disaster response com-
munities to reach accommodations
to permit research to proceed, or it

Americans know that terrorism is psychologi-
cal warfare designed to cause fear and distress
among the public. And most Americans

believe the United States will experience a terrorist
attack in the near future. 

Those are among the leading conclusions reached
in a December 2003 nationally representative and
census-balanced telephone study conducted by
Widmeyer Research and Polling, Washington, DC,
for several national mental health groups.

Americans reported that besides worrying about a
coming terrorist attack, the intentional nature of ter-
rorism and fear of the unknown are major reasons
they experience fear and distress about the threat of
terrorism.

They say the government is not doing enough to
address the mental health impact of the threat of ter-
rorism, and there is strong sentiment for the position
that public officials could do a much better job of
communicating with the public about the issue and
that the nation’s public health, medical, and emer-
gency response systems are not meeting the mental
health needs of the public that result from the threat
of terrorism. 

Americans told the pollsters they want access to
programs that will help them cope with the fear and
distress the threat of terrorism causes. 

They want the federal government to take the lead,
but also want the mental health community involved
in delivery of programs at the community level.

Other poll findings:
• The mental health or psychological effects of the

threat of terrorism are varied and widespread, and
Americans say the threat of terrorism has led to
changes in their behavior. Noteworthy, Widmeyer
says, is that the threat of terrorism has strengthened,
not weakened, America’s religious faith.

• Americans identify certain groups of people that
they feel are especially at risk of experiencing fear
and distress about the threat of terrorism, including
parents with young children and Americans suffer-
ing from mental health problems.

• The public believes that media coverage of the threat
of terrorism makes people more fearful. They say
that network and cable news has done the most
effective job of providing balanced coverage about
the threat of terrorism.

• The threat of terrorism reaches into every U.S.
community. Americans living in all parts of the
country are concerned about the threat, and the
demand for informational programs is widespread
across the nation.

• Americans display resiliency in the face of the threat
of terrorism and many say that even terrible events
like terrorism can have positive outcomes. Knowing
where to go for help and counseling is a major factor
in helping Americans become more resilient.
(Download a copy of the full report from the web site of

the National Mental Health Association at www.
nmha.org/newsroom/surveys.cfm.)  ■

Americans understand the psychological threat of terrorism and want help
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will never be possible to improve our
preparedness,” the scientists say.
“Researchers striving to reduce the
psychological impact of terrorism
should, for example, have the same
access that infectious disease
researchers have after a biological
attack. Policy-makers have a national
obligation to be better prepared for
the psychological consequences of
terrorism and to mitigate its
impact.”

The task force concludes that if
another terrorist attack occurred
tomorrow, the U.S. public health
and homeland security systems
would not be prepared for dealing
with its psychological effects because
disaster planning does not include
science-based approaches to com-
municate risk to the general public.
And mental health planning often is
either ignored or separated from
general disaster planning.

Steps to be taken immediately,
the task force says, include:
• Working with the news media in

advance to promote responsible
messages about the risk of a ter-
rorist attack and responsible cov-
erage of an attack. Children’s
viewing of TV should be limited
in the aftermath of an attack.

• Putting a risk communication sys-
tem in place before an attack that
promotes adaptive responses by
the public, with messages to the
public based on the best research
about risk communication.

• Incorporating mental health into
all disaster planning.

• Discontinuing use of psycholog-
ical debriefing for healthy people
and intervening with proven
techniques for those who display
symptoms or are at highest risk
of developing trauma-related
disorders.

• Ensuring more professionals are
trained in use of science-based
treatments, such as brief cognitive
behavioral therapy.

Greater research is needed, the
group says, into ways to prevent
onset of trauma-related disorders,
especially in children; identification
of adults and children who are at
greatest risk of developing disorders
after a terrorist attack; improvement
of existing treatments for adults and
children with trauma-related disor-
ders; understanding the differences
between the impact of trauma and
the impact of terrorism; and deter-

mination of the long-term effects of
terrorism on the brain, on behavior,
and on physical health, apart from
any physical injuries sustained in an
attack.

(A complete report with its underly-
ing component papers is to be pub-
lished in Neuropsychopharmacology,
the journal of the American College of
Neuropsychopharmacology. An execu-
tive summary is available for down-
load at www.acnp.org.)  ■
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Alabama pp. 4, 8, 9

Alaska pp. 8, 9

Arkansas p. 7

Arizona pp. 7, 9

California pp. 3, 4, 7

Colorado pp. 8, 9

Connecticut p. 9

Florida pp. 4, 7, 8, 9

Georgia pp. 4, 9

Idaho pp. 4, 9

Illinois p. 8

Indiana p. 7

Kansas p. 9

Kentucky p. 9

Louisiana p. 4

Maryland pp. 8, 9 

Massachusetts pp. 7, 9

Michigan pp 4, 7

Mississippi p. 4

Missouri p. 4

Nebraska pp. 4, 8, 9

Nevada pp. 4, 9

New Hampshire p. 9

New Jersey pp. 7, 9

New York pp. 3, 4, 7

North Carolina pp. 3, 4, 9

Ohio pp. 4, 7 

Pennsylvania p. 4

South Carolina p. 7

Tennessee p. 4

Texas pp. 4, 6, 8, 9

Utah p. 8

Vermont p. 9

Virginia p. 8

Washington p. 7

Wisconsin pp. 3, 9

Wyoming pp. 4, 8, 9

This issue of State Health Watch brings you news
from these states:


