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PRESIDENT'SMEDICAID PROPOSAL ISBAD FOR BENEFICIARIESAND
BAD FOR THE STATES

President Bush' s2004 budget includes aproposal that would turn the Medicaid program into ablock grant
and diminate dl current program protectionsfor over 11 million Medicaid beneficiaries, induding nearly all
nursing home residents and mogt individuas who receive long-term care services in the community, and
many families with children.

While the proposa may have a superficid appeal to cash-strapped dates, it is abad ded that will leave
dates in the future without the help of federd dollars to meet increases in programs costs that result from
increased need, improved but more expensive medica technology or downturnsin the state’' s economy.

Hereishow it works. The President’ s proposal offers states the short-term loan of asmal amount of fisca
relief coupled with large amounts of program flexibility in return for the States agreeing to accept a capped
amount of money and to pay back the loanlater. States can choose one of two waysto proceed with their
Medicaid programs. They can operate their programs as they are now under current law but without
recaiving any fiscd rdief. Or they can choose to receive additiona payments (above amounts projected
as regular program costs) over the next seven years with the understanding that the amount they receive
eachyear iscapped. If they choosethe second dternative, they will bealowed completefreedom to design
their programsfor dl those populations and for al those benefits whose coverage is not mandated by law.
Such flexibility would dlow gates to offer benefits in only partsof the state and to offer benefitsin lessthan
meaningful quantities, e.g., covering only one doctor visit per year. Onethird of Medicaid benficiariesare
in these so-cdled “optiond” groups, two-thirds of al Medicaid expenditures are for optional services or
optiona groups.

The additional money for the first saven yearsis aloan; the states that choose this option will haveto repay
the money in the last three years of aten year period. Moreover, the amount of money isnot large. The
single largest amount, $3.25 hillion in the first year, would be divided among dl states that choose the
option. And, the additiona money will not be a net gain to the states as other parts of the budget reduce
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revenues to the dtates through cuts in discretionary spending and the effects of federal tax relief.
Nevertheless, the offer may seem attractive to the states since they are currently in desperate fiscal
circumstancesand virtudly al stateshave made or are considering cutsto their Medicaid programsaresdy.

The proposd is disastrous to Medicaid beneficiaries because it apparently stripsaway dl current program
protections. While details are sketchy, Secretary of Hedlth and Human Services Tommy Thompson has
repestedly used thewords*“total flexibility” and“carte blanche’ to describe the freedom states choosing the
option would be accorded. Protections that states could eliminate include:

** the requirement that the same benefits be offered throughout the state;

** the requirement that benefits be sufficient in amount and scopeto achievetheir purpose;

** the prohibition againgt charging beneficiaries more than nomina co-payments;

** the requirement that anyone can make an gpplication for benefits, that the gpplication
must be reviewed within a specified amount of time and the right to notice and hearing when benefits are
reduced or denied,;

** the requirement that dl nursing homes receiving Medicaid money adhere to federa
standards and accord &l residents certain enumerated rights,

** the requirement that spouses of nursing homeres dentshaveincomeand assets set aside
for their use;

** the requirement that families of nursaing home residents on Medicaid cannot be madeto
upplement the payment to the nursing home;

** theprohibition againgt placing lienson Medicaid beneficiaries property exceptin certain
specific circumstances and the total prohibition againgt placing liens on the property of family members,

** the prohibition againgt recovering from the estates of Medicaid beneficiaries except in
explicit circumstances and not while certain relatives are dive, and the tota prohibition againgt recovering
from the etates of family members.

As noted above, the proposal is aso disastrous to states. Because the federa amount is capped in any
given year, states could not count on recelving more federd dollarsif their program costsincreased. This
isin gtark contrast to the current program under which the federd government matches, at the rate of one
to oneor better, every dollar spent by astatefor al program costs. Thisfedera match allowsfor necessary
adjustments during economic downturns, when new medica treatments change the way services are
delivered, or when there are increases in the numbers of beneficiaries, regardless of the reason.

For more information, contact Trish Nemore at the Center for Medicare Advocacy’ s Hedthcare Rights
Project, 202-216-0028, ext. 102 or pnemore@medi careadvocacy.org.
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