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MEDICARE AND MEDICAID 
FOR PEOPLE WITH DISABILITIES 

• Medicare and Medicaid provide critical health care services and 
long-term supports to people with disabilities of all ages: 

Medicaid serves more than 6 million people with disabilities. 

Medicare serves 4 million people under age 65 with 
disabilities. 

• Total federal and state Medicaid payments for people with 
disabilities totaled approximately $53 billion in fiscal year 1995. 

• Medicare payments for people eligible for Medicare because of a 
disability totaled $1 9 billion in fiscal year 1 995. Medicare 
spends billions more on services for elderly people with 
disabilities. 
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MEDICAID AND PEOPLE WITH DISABILITIES: 
WHO MEDICAID COVERS 

• Medicaid is the primary insurer of people with disabilities because 
people with disabilities are often unable to buy private health 
insurance because of high costs, pre-existing condition 
exclusions and other restrictions on coverage. 

• People with disabilities are more likely to be low-income, use 
more health and long-term care services, and incur higher health 
costs than people without disabilities. 

• Medicaid covers people with disabilities if they: 

- Are disabled and poor enough to qualify for SSI 

- Are impoverished by medical expenses in some states 

- Meet State criteria for home and community-based care in some States 

- Are poor and elderly 
(Medicaid pays for their Medicare premiums and cost sharing) 
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MEDICAID SERVICES FOR PEOPLE WITH DISABILITIES 

• All states cover a minimum set of services, including: 

Hospital and physician services 
Nursing home services 
Institutions caring for people with mental retarda~ion (ICFs/MR) 

• States have the option of covering many services that people 
with disabilities need, including: 

Prescription drugs 
Physical, occupational and speech therapy, and other 
rehabilitation services 

- Assistive devices and equipment, such as wheelchairs and 
communication devices 
Home and community-based care 

These services have become increasingly critical to people with 
disabilities, enabling many to participate fully in family life, live in 
communities, attend school, and for some, work. 
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MEDICARE COVERAGE FOR PEOPLE WITH DISABILITIES 

• Medicare covers people with disabilities if they: 

Receive Social Security disability benefits (after a waiting 
period of two years) 

Have a kidney failure 

Are adult disabled children of individuals receiving Social 
Security benefits, if the parent has died and was the sole 
source of support for the child 

Are elderly 

• People with disabilities on Medicare qualify for the same seryices 
as other Medicare beneficiaries, including hospital services, 
physician services, laboratory services, skilled nursing facilities, 
home health care, and durable medical equipment. 
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CHILDREN WITH DISABILITIES 

• Medicaid serves over 913,000 children with disabilities, 
according to the Department of Health and Human Services. 

• Children may experience a range of disabling conditions, such as 
mental retardation, severe speech and language problems, 
developmental delays, cerebral palsy, cystic fibrosis, and seizure 
disorders. 

7 



CHILDREN WITH DISABILITIES: 
HOW THEY QUALIFY FOR MEDICAID 

• Medicaid covers children with disabilities if: 

- The family's income is low enough to meet AFDC guidelines 

- The child is disabled and poor enough to qualify for 
Supplemental Security Income (SSI) 

- The child qualifies for a state home and community-based 
waiver program, based on the nature of the disability, family 
income, or the need for certain services 

- A family qualifies for a "medically needy" program offered in 
many states for families with large medical expenditures but 
incomes that are too high to qualify for Medicaid under normal 
circumstances. 

- Medical costs for a child with a disability can easily 
impoverish a middle class family. 
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CHILDREN WITH DISABILITIES: MEDICAID SERVICES 

• At a State's option, Medicaid can provide children with disabilities 
services and supports, including: 

Basic health services 
Special therapies 
Long-term care services 
Family training and support 
Special education and related services such as __ 
Home modifications 

• Under the Medicaid Early and Periodic Diagnosis, Screening and 
Treatment Program (EPSDT), states must cover all needed 
treatment identified under a child's EPSDT screening -- regardless 
of whether the state Medicaid program would otherwise cover the . 
services. 
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CHILDREN WITH DISABILITIES: 
A MEDICAID CASE STORY 

Tommy is a 13-year old boy with cerebral palsy. He uses a wheelchair 
to get around and a communication board to speak. Medicaid paid for 
his wheelchair and communication board, and helps cover the cost of 
maintaining them. Tommy also receives Medicaid-financed physical 
therapy, once a month, and his physical therapist works with his 
parents so they can help Tommy with his daily exercises. 

Both Tommy's parents work, but their employers do not provide health 
insurance that covers people with severe disabilities such as Tommy's 
because of the very high cost of such insurance. 

Medicaid enables Tommy's family to live together in their community. 
Because Medicaid provides the acute and long-term supports that he 
needs, Tommy can go to school. [PUBLIC??] Without these Medicaid 
supports, Tommy might be relegated to a segregated, institutional 
setting. Instead, Tommy is now in high school and expects to make the 
honor roll this year, has been elected Vice President of the student 
council, and serves as a reporter for the school newspaper. 
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CHILDREN WITH DISABILITIES: MEDICAID SERVICES 
COORDINATE WITH OTHER SERVICES 

• Medicaid enables schools to provide needed services to disabled 
children in home and school-based settings, and funds school 
health programs, early intervention programs for disabled infants 
and toddlers, and maternal and child health programs. 

• Medicaid provides health coverage that makes it possible for many 
disabled children to be legally adopted by families. Without 
Medicaid, some adoptive parents would be unable to get needed 
health care coverage for their disabled children. 
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------------ ----

PEOPLE WITH MENTAL RETARDATION AND 
DEVELOPMENT AL DISABILITIES (MR/DD) 

• Medicaid provides health coverage for approximately 734,000 
adults, aged 21-64, with mental retardation or other developmental 
disabilities (MR/DD). 

• While the MR/DD population is not a large segment of all Medicaid 
users, MR/DD spending accounts for 10°/o of all Medicaid spending 
or $_ billion [CHECK]. 

• Many of these individuals also receive some health coverage under 
Medicare as "adult disabled children" of Medicare beneficiaries. 
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MEDICAID SERVICES FOR PEOPLE WITH MENTAL 
RETARDATION/DEVELOPMENTAL DISABILITIES 

• Medicaid acute and long-term care services enable people with 
MR/DD to live in their homes and communities, as well as in 
institutions. Medicaid enables many people with MR/DD to take 
care of themselves and their homes, get around in their 
communities, and work. 

• Acute Health Services. Medicaid provides acute health services 
to people with MR/DD, including doctor and hospital care, physical 
therapy, eyeglasses and dental care, and assistive technology and 
equipment like communication devices and wheelchairs. 
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MEDICAID SERVICES FOR PEOPLE WITH MENTAL 
RETARDATION/DEVELOPMENTAL DISABILITIES 

• Long-Term Care Services. Medicaid provides long-term care to 
people with MR/DD, including: 

1. Intermediate Care Facilities for the Mentally Retarded 
(ICFs/MR): 120,000 people receive 24-hour services in 
ICFs/MR at a cost of about $9 billion. ICFs/MR are federally 
regulated and monitored group living situations, ranging from 4 
to over 500 individuals. 

2. Home and Community-Based Supports: Over 122,000 people 
receive home and community-based supports under Medicaid 
waiver programs, at a cost of approximately $3 billion. 

3. Other Medicaid Long-Term Care Services: These include 
personal care, clinic and rehabilitation services, supported living, 
supported employment, and case management. 
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WORKING-AGE ADULTS WITH DISABILITIES 

• Medicaid covers health services and long-term supports for 
approximately 3.2 million adults with disabilities other than MR/DD. 

• 1.4 million disabled individuals under age 65 receive both 
Medicare and Medicaid (e.g., poor people who are eligible for 
Medicare because of a disability). 

• Vital services for this population include: physician and hospital 
services, home health care, personal care, therapies, assistive 
devices and equipment, nursing home care, and prescription drugs. 

• Under current law, many people with disabilities are able to work 
and earn some income while still receiving Medicaid coverage, so 
that they people do not have to choose between health care 
coverage and employment. 
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PEOPLE WITH HIV AND AIDS 

• Most people with AIDS are "medically uninsurable," meaning their 
medical condition prevents them from obtaining health insurance. 
[CHECK] 

• Medicaid is the single largest source of health care financing for 
people with AIDS, providing coverage for: 

nearly 50°/o of adults with HIV 
more than 90°/o of children with HIV 
60°/o of people with AIDS 

• Medicaid covers hospital stays, physician visits, home health care, 
respite care, and in most states also the prescription drugs which 
people with AIDS need. [CHECK] 

• Medicaid spends an estimated $4 billion annually for the care of 
people with HIV/AIDS, nearly four times the total amount spent on 
the Ryan White CARE Act. 
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ELDERLY PEOPLE WITH DISABILITIES 

• Medicaid provides a safety net for over 4 million low- and middle­
income elderly individuals, many with disabilities, and their families: 

Nursing Home Care. [Medicaid covers nursing home care 
for???] 1.6 million older Americans, at a combined federal and 
state cost of $28 billion in 1994. 

Medicaid is the largest insurer of long-term care for all Americans, 
including the middle class. Medicaid covers 68°/o of nursing home 
residents and over 50°/o of nursing home costs. 

Nursing home care costs average $38,000 per year. 

Home and Community-Based Care. Over 1 million people 
received home and community-based care, at a combined 
federal and state cost of $8.4 billion in 1994. 

Prescription drug coverage. Medicaid paid approximately 
$505 per elderly beneficiary for prescription drugs in 1994. 
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ELDERLY PEOPLE WITH DISABILITIES 

• Medicaid covers Medicare premiums, deductibles, and copayments 
for people with incomes below 100°/o of poverty (known as 
"Qualified Medicare Beneficiaries") and premiums for people with 
incomes between 100°/o and 120°/o of poverty. 

5.4 million people had their Medicare premiums, deductibles, 
and copayments covered by Medicaid in 1995 

• Medicare provides acute and long-term care services, such as 
home health care, for elderly people with disabilities. The elderly 
often experience disabilities such as Alzheimer's, broken hips, and 
______ [ other examples?]. 
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QUA _ITV s· .ANDAR JS 

• To be reimbursed by Medicaid, nursing homes must comply with 
strict federal quality standards. These standards -- signed into law 
by President Reagan -- require facilities to provide all needed 
services, limit the use of physical and chemical restraints, and 
ensure that nurse aides are trained and qualified. 

Since these standards have been in place, there has been a: 

• 50°/o reduction in dehydration among residents, 
• 31°/o reduction in hospitalization rates, and 
• 25°/o reduction in the use of physical restraints. 

[Sources: Research Triangle Institute and HCFA.] 

• Since 1971, to be reimbursed by Medicaid, institutions caring for the 
mentally retarded have had to comply with federal Medicaid quality 
standards. Because of these standards, people with mental 
retardation can live in safe, healthy institutions rather than in the 
deplorable conditions of the past. 
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. "HE REPUBL CAN BU )GET AND QUALITY STANDARDS 

The Republican reconciliation bill: 

• Repeals federal enforcement of nursing home quality 
standards. 

States would define and enforce nursing home standards. 
The federal government would have no way to ensure that states 
enforce these standards. 
States could even turn over their standard setting and enforcement 
responsibilities to private organizations, with no federal review. 
Budget constraints, combined with the elimination of federal standards 
and monitoring, could threaten quality of care. 

• Repeals entirely federal standards for institutions caring for 
people with mental retardation and developmental disabilities. 
[CHECK] 

In addition, it does not require states to assure even the most 
basic rights, such as protection from abuse and neglect. States 
do not have quality standards for these institutions in place 
today. 

20 



SPOUSAL IMPOVERISHMENT PROTECTIONS 

• Medicaid protects spouses of nursing home residents from having to 
become impoverished in order for their spouse to qualify for Medicaid. 
States must let spouses keep income equal to 150°/o of the national 
poverty level -- about $15,000 per year. States must also allow 
spouses to keep a minimum amount of the couple's assets -- ranging 
from $15,000 to $75,000 -- in addition to their house and car. 

• Since this law went into effect in 1989, it has protected about 450,000 
spouses of nursing home residents. Most of the spouses are women. 

• Initially, Republicans repealed these protections. In response to 
criticism that spouses could be forced to use all their income and 
assets to pay for nursing home care, Republicans modified their plans. 
But the protections in their reconciliation bill are hollow: 

They repeal all current protections from liens, allowing states to 
impose liens on the homes and family farms of Medicaid recipients 
and their families. [CHECK] 

They make it more difficult for the federal government to ensure that 
states protect spouses, and repeal the right of individuals to sue 
states to enforce spousal protections. 
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HOME AND COMMUNITY-BASED CARE 

• People with disabilities of all ages, and their family members, often 
prefer to receive services and supports at home and in the community 
so that they can participate more fully in family and community life. 
Medicaid financing has adapted to this change in our society over the 
past 15 years. 

• The Medicaid home and community-based waiver program allows 
states to design programs that provide home and community care to 
people who would otherwise need to be in an institution, as long as the 
cost of the care does not exceed the cost of institutional care. 

• 49 states operate a total of over 200 home and community-based 
waiver programs, using Medicaid dollars to provide a range of supports 
to certain people eligible for Medicaid, such as adults with mental 
retardation, the frail elderly, or people with HIV/AIDS. Waivers may 
also be designed to serve people in targeted areas within a state (e.g., 
certain counties). 

• In addition to waiver programs, states provide home and community­
based care to people with disabilities by offering optional Medicaid 
services like personal care services or case management. 
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IMPACT OF THE REPUBLICAN MEDICAID PLAN ON 
PEOPLE WITH DISABILITIES 

Under the Republican reconciliation bill's proposal to block grant Medicaid 
and cut it by $163 billion over seven years: 

• 1.3 million people with disabilities could be denied coverage in 2002. 

• Coverage for the disabled is not guaranteed, despite claims by some 
Republicans. 

The bill guarantees that [POOR??] people with disabilities will be 
covered by Medicaid, but each state would define eligible 
disabilities and the level of services provided. 

Because the federal cuts reach 28°/o in 2002, states will be forced 
to reduce significantly Medicaid eligibility and benefits for disabled 
individuals. 
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IMPACT OF THE REPUBLICAN MEDICAID CUTS ON 
PEOPLE WITH DISABILITIES 

• The deep funding cuts could force States to eliminate coverage for 
many services important to people with disabilities: 

• People with disabilities would no longer be guaranteed coverage 
of even the minimum set of services now covered by all states 
(known as "mandatory services"), such as doctor and hospital 
care. 

• Coverage of "optional services" such as prescription drugs, 
assistive devices and equipment, home and community-based 
supports (such as personal assistance services), and home 
modifications, could be eliminated. 

• Children and other people with disabilities who tend to have less 
political power may fare especially poorly in securing funding from 
each state's inadequate block grant. 
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IMPACT OF THE REPUBLICAN MEDICAID CUTS 

• Families of children with severe disabilities might be forced to impoverish 
themselves paying for their children's medical care. Parents might have 
to give up jobs to stay home to care for their children. 

• Adults with MR/DD who live independently in community settings with 
Medicaid supports might be forced to enter state institutions or return to 
the homes of their aging parents, who would have to provide care 
formerly covered by Medicaid. 

Under a Medicaid block grant, home and community-based care may 
lose funding to large state institutions, which tend to have strong 
state political support. · 

• Working age people with disabilities might be forced to give up their job 
in order to qualify for Medicaid benefits. 

• People with AIDS would likely be unable to secure adequate funding 
under a block grant and might lose coverage of many critical services, 
including coverage of prescription drugs, and home health and hospice 
services. 
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IMPACT OF THE REPUBLICAN MEDICAID CUTS ON 
PEOPLE WITH DISABILITIES 

• Costs would increase significantly for elderly people with disabilities: 

Medicare premiums would increase dramatically, 
disproportionately affecting people with disabilities who already 
pay high out-of-pocket costs, are less likely to have private 
insurance, and are more likely to be poor. 

The Republican Medicare plan increases premiums by $20 a 
month in 2002, compared with the President's plan [CHECK]. 

Medicaid would no longer guarantee coverage of Medicare 
premiums, deductibles, and copayments for low-income 
Medicare beneficiaries. The Republican Medicaid plan sets 
aside less than half of the funding needed to cover premiums 
for low-income Medicare beneficiaries in 2002, and does not set 
aside any funding for their deductibles and copayments. 
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THE PRESIDENT'S BALANCED BUDGET PLAN PROTECTS 
PEOPLE WITH DISABILITIES 

• 

• 

• 

• 

• 

The President's Medicaid plan includes savings of $54 billion over 
seven years -- less than one-third of the Republican $163 billion cut. 

The President's plan limits the growth in federal Medicaid payments to 
States on a per person basis, so that states do not need to reduce 
coverage to achieve savings. 

The President's plan guarantees coverage to people currently eligible 
for Medicaid, including the disabled. Under the Republican plan, 1.3 
million people with disabilities would lose coverage in 2002. 

ll4t'te111' l-Jt11e{d5 ~ 
The President's plan also maintains/mandatory servic s for people on 
Medicaid. The Republican plan would leave states free to decide not to 
cover any service. 

The President's plan protects quality of care in nursing homes and other 
facilities, and ensures that spouses of nursing home residents are not 
driven into poverty by the costs of nursing home care. 

27 



THE WHITE HOUSE 

WASHINGTON 

OFFICE OF THE FIRST LADY 

• 
TO :fo h n ~Ofl qe) 

FROM -J e.n n 1 ft,;v Kl e 1 ~ 

FAX I J../tl J -- 7J)J 

PHONE I 

# OF PAGES (including cover) 

COMMENTS 11111 n ttd1 12 (}' m o..-c IPIJ t, 0 Vtl/ I 

[I Vt a I J ~ ~ H-n c-h t--d I q,u Ii"' e 1 J 

tyutJrtP()J. C&U w1fh . ~u t-J ,._, p~11. 

1h11 IC nof IL- Ye.ti h 



E X E C U T I V E 0 F F I C E 0 F T H E 

TO: 

FROM: 

SUBJECT: 

03-Jan-1996 01:48pm 

Jennifer L. Klein 

Pauline M. Abernathy 
National Economic Council 

Disabilities briefing document 

P R E S I D E N T 

Attached is the revised disabilities briefing document. It really is quite 
good .. It incorporates your, HHS's, and Diana's comments. There are still a few 
question marks in the text. In addition, I have the following comments: 

the case study is still phony -- shouldn't we get a real one? 

the bullet on medicaid and schools is still somewhat eliptical and I don't know 
enough to fix it. I think the woman who works on this for Mike Smith at ED is 
on furlough. 

I changed the 1.3 million people losing coverage to ''hundreds of thousands" 
people with disabilities. Could we do this until we have a hard number? 

Did we decide the GOP proposal guarantees coverage to people who are both 
disabled and below the federal poverty line? 

Is $53 billion [more than] one third of total Medicaid spending? 

I added some items from Diana and Bob Williams' email, including that current 
federal law guarantees coverage of disabled kids who are adopted, that the 
number of people with MR/DD in homes and community care has nearly doubled, and 
I more directly compared the share of Medicaid recipients who are disabled to 
the share of Medicaid spending for people with disabilities. 

Let me know what you think. I think it makes sense to have this in shape so 
that it is ready to go, if possible. I know both John S and Ruth K are not 
furloughed. 



A PC Data File is attached. Use PCT SAD to download to your PC 
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MEDICARE AND MEDICAID FOR PEOPLE WITH DISABILITIES 

• Medicare and Medicaid provide critical health care services and 
long-term supports to people with disabilities of all ages. 

=> Medicaid serves more than 6 million people with disabilities. 

=> Medicare serves 4 million people under age 65 with disabilities, and 
millions more elderly with disabilities. 

• People with disabilities are more likely to be low-income, use 
more health and long-term care services, and incur higher health 
costs than people without disabilities. 

• Medicaid is the primary insurer of people with disabilities because 
people with disabilities often are unable to buy private health 
insurance because of high costs, pre-existing condition 
exclusions and other restrictions on coverage. 

=> While people with disabilities represent about 16% of Medicaid 
beneficiaries, they account for [more than?] one-third of total 
Medicaid payments or approximately $53 billion in fiscal year 1995. 
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MEDICAID ELIGIBILITY AND PEOPLE WITH DISABILITIES 

• The primary ways people with disabilities qualify for Medicaid are 
if they: 

- Are disabled and poor enough to qualify for SSI 

- Have a family income low enough to meet AFDC guidelines 

- Are poor and Medicare beneficiaries 
(Medicaid pays for their Medicare premiums, deductibles, and copays) 

- Qualify for a State home and community-based waiver program, based on 
the nature of the disability, family income, or the need for certain services 

- Qualify for a "medically needy" program offered in many States for 
families with large medical expenditures but incomes that are too high to 
qualify for Medicaid under normal circumstances. 

Medical costs for a child or adult with a disability can easily 
impoverish a middle class family. 
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MEDICAID SERVICES FOR PEOPLE WITH DISABILITIES 

• All states cover a minimum set of services, including: 

~ Hospital and physician services 
=> Nursing home services 

• States have the option of covering many services that people with 
disabilities need, including: 

=> Prescription drugs 
=> Physical, occupational and speech therapy, and other rehabilitation 

services 
=> Assistive devices and equipment, such as wheelchairs and 

communication devices 
=> Home and community-based care and other personal care 
~ Institutions caring for people with mental retardation (ICFs/MR) 

Many of these optional services have become increasingly critical 
to people with disabilities, enabling many to participate fully in 
family life, live in communities, attend school, and for some, work. 
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MEDICARE COVERAGE FOR PEOPLE WITH DISABILITIES 

• Medicare covers people with disabilities if they: 

Receive Social Security disability benefits 
(after a waiting period of two years) 

Have kidney failure 
Are adult disabled children of individuals receiving Social Security 
benefits, if the parent has died and was the sole source of support 
for the child 
Are elderly 

• People with disabilities on Medicare qualify for the same services 
as other Medicare beneficiaries, including hospital services, 
physician services, laboratory services, skilled nursing facilities, 
home health care, and durable medical equipment. 

• Medicare payments for people eligible for Medicare because of a 
disability (who are generally under age 65) totaled $1 9 billion in 
fiscal year 1 995. Medicare spends billions more on services for 
elderly people with disabilities. 
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CHILDREN WITH DISABILITIES 

• Medicaid serves over 913,000 children with disabilities, 
according to the Department of Health and Human Services. 

• Children may experience a range of disabling conditions, such 
as mental retardation, blindness, severe speech and language 
problems, developmental delays, cerebral palsy, cystic 
fibrosis, and seizure disorders. 
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CHILDREN WITH DISABILITIES: MEDICAID SERVICES 

• Medicaid provides children with disabilities with basic health 
services, and at the State's option, may also provide other services 
and supports, including: 

::::> Long-term care services 

=> Family training and support 

=> Home modifications 

=> Special therapies 

=> Special education, treatments, and equipment 

• Under the Medicaid Early and Periodic Diagnosis, Screening and 
Treatment Program (EPSDT), states must cover all needed 
treatment identified under a child's EPSDT screening -- regardless 
of whether the state Medicaid program would otherwise cover the . 
services. 
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CHILDREN WITH DISABILITIES: 
A MEDICAID CASE STORY 

Tommy is a 13-year old boy with cerebral palsy. He uses a wheelchair 
to get around and a communication board to speak. Medicaid paid for 
his wheelchair and communication board, and helps cover the cost of 
maintaining them. Tommy also receives Medicaid-financed physical 
therapy, once a month, and his physical therapist works with his 
parents so they can help Tommy with his daily exercises. 

Both Tommy's parents work, but their employers do not provide health 
insurance that covers people with severe disabilities such as Tommy's 
because of the very high cost of such insurance. 

Medicaid enables Tommy's family to live together in their community. 
Because Medicaid provides the acute and long-term supports that he 
needs, Tommy can go to his local public school. Without these 
Medicaid supports, Tommy might be relegated to a segregated, 
institutional setting. Instead, Tommy is now in high school and expects 
to make the honor roll this year, has been elected Vice President of the 
student council, and serves as a reporter for the school newspaper. 
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CHILDREN WITH DISABILITIES: MEDICAID SERVICES 
COORDINATE WITH OTHER SERVICES 

• Medicaid enables schools to provide needed services to 
disabled children in home and school-based settings, and funds 
school health programs, early intervention programs for disabled 
infants and toddlers, and maternal and child health programs. 

• Medicaid also provides health coverage that makes it possible 
for many disabled children to be legally adopted by families. 

=> Federal Medicaid law guarantees Medicaid coverage for 
children with disabilities in adoptive homes. Without 
Medicaid, many adoptive parents would be unable to get 
needed health care coverage for their disabled children. 
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PEOPLE WITH MENTAL RETARDATION AND 
DEVELOPMENTAL DISABILITIES (MR/DD) 

• Medicaid provides health coverage for approximately 734,000 
adults, aged 21-64, with mental retardation or other developmental 
disabilities (MR/DD). 

• While only 1°/o of all Medicaid recipients are people with MR/DD, 
spending on institutional and community care for people with 
MR/DD accounts for more than 10°/o of all Medicaid spending, or 
approximately $16 billion in fiscal year 1995. 

• Many of these individuals also receive some health coverage under 
Medicare as "adult disabled children" of Medicare beneficiaries. 
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MEDICAID SERVICES FOR PEOPLE WITH MENTAL 
RETARDATION/DEVELOPMENTAL DISABILITIES 

• Medicaid provides people with MR/DD with both acute and long­
term care services. 

• These Medicaid services enable people with MR/DD to live in their 
homes and communities, as well as in institutions. 

=> They enable many people with MR/DD to take care of 
themselves and their homes, get around in their communities, 
and work. 

• Acute Health Services. Medicaid provides acute health services 
to people with MR/DD, including doctor and hospital care, physical 
therapy, eye glasses and dental care, and assistive technology and 
equipment like communication devices and wheelchairs. 
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MEDICAID SERVICES FOR PEOPLE WITH MR/DD 

• Long-Term Care Services. Medicaid provides long-term care to 
people with MR/DD, including: 

1. Intermediate Care Facilities for the Mentally Retarded 
(ICFs/MR): 120,000 people receive 24-hour services in 
ICFs/MR at a cost of about $9 billion. ICFs/MR are federally 
regulated and monitored group living situations, ranging from 4 
to over 500 individuals. 

2. Home and Community-Based Supports: Over 122,000 
people receive home and community-based supports under 
Medicaid waiver programs, at a cost of approximately $3 billion. 

=> Since 1992, the number of people served in homes and 
communities nearly doubled from 62,000 to more than 122,000. 

3. Other Medicaid Long-Term Care Services: These include 
personal care, clinic and rehabilitation services, supported living, 
supported employment, and case management. 
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WORKING-AGE ADULTS WITH DISABILITIES 

• Medicaid covers health services and long-term supports for 
approximately 3.2 million adults with disabilities other than MR/DD. 

1.4 million disabled individuals under age 65 receive both 
Medicare and Medicaid (e.g., poor people who are eligible for 
Medicare because of a disability). 

• Vital services for this population include: physician and hospital 
services, home health care, personal care, therapies, assistive 
devices and equipm~nt, nursing home care, and prescription drugs. 

=> Under current law, many people with disabilities are able to work 
and earn some income while still receiving Medicaid coverage, so 
that they do not have to choose between health care coverage and 
employment. 
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PEOPLE WITH HIV AND AIDS 

• Many people with HIV/AIDS are "medically uninsurable," meaning 
their medical condition prevents them from obtaining health . 
insurance. 

• Medicaid is the single largest source of health care financing for 
people with HIV/AIDS, providing coverage for: 

=> nearly 50°/o of adults with HIV 
=> more than 90°/o of children with HIV 
=> 60°/o of people with AIDS 

• Medicaid covers hospital stays, physician visits, home health care, 
respite care, and in most States also the prescription drugs which 
people with AIDS need. 

• Medicaid spends an estimated $4 billion annually for the care of 
people with HIV/AIDS, nearly four times the total amount spent on 
the Ryan White CARE Act. 
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ELDERLY PEOPLE WITH DISABILITIES 

• Medicaid provides a safety net for over 4 million low- and middle­
income elderly individuals, many with disabilities, and their families: 

Nursing Home Care. Medicaid pays for nursing home care for 
1.6 million Americans, at a combined Federal and State cost of 
$28 billion in 1994. 

~ Medicaid is the largest insurer of long-term care for all Americans, 
including the middle class. Medicaid covers 68°/o of nursing home 
residents and over 50°/o of nursing home costs. 

~ Nursing home care costs average $38,000 per year. 

Home and Community-Based Care. Over 1 million people 
received home and community-based care, at a combined 
Federal and State cost of $8 billion in 1994. 

Prescription Drug Coverage. Medicaid paid approximately 
$585 per elderly beneficiary for prescription drugs in 1994. 
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ELDERLY PEOPLE WITH DISABILITIES 

• Medicare provides acute and long-term care services, such as 
home health care, for elderly people with disabilities. The 
elderly often experience disabilities such as Alzheimer's, 
strokes, heart attacks, high blood pressure, and broken hips. 

• Medicaid covers Medicare premiums, deductibles, and 
copayments for people with incomes below 100°/o of poverty 
(known as "Qualified Medicare Beneficiaries") and premiums for 
people with incomes between 100°/o and 120°/o of poverty. 

~ 5.4 million people -- many of whom are disabled -- had their 
Medicare premiums, deductibles, and copayments covered 
by Medicaid in fiscal year 1995. 

~ This assistance with Medicare premiums and cost-sharing 
ensures that poor disabled people can afford to participate 
in the Medicare Part B program. 
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HOME AND COMMUNITY-BASED CARE 

• People with disabilities of all ages and their family often prefer to 
receive services at home and in the community so that they can 
participate more fully in family and community life. Medicaid financing 
has adapted to this change in our society over the past 15 years. 

• The Medicaid home and community-based waiver program allows 
States to design programs that provide home and community care to 
people who would otherwise need to be in an institution, as long as the 
cost of the care does not exceed the cost of institutional care. 

• 49 States operate a total of over 200 home and community-based 
waiver programs, using Medicaid dollars to provide a range of supports 
to certain people eligible for Medicaid, such as adults with mental 
retardation, the frail elderly, and people with HIV/AIDS. Waivers may 
also be designed to serve people in targeted areas within a state (e.g., 
certain counties). 

• In addition to waiver programs, States provide home an·d community­
based care to people with disabilities by offering optional Medicaid 
services such as personal care services or case management. 
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NURSING HOME QUALITY STANDARDS 

• To be reimbursed by Medicaid, nursing homes must comply with strict 
federal quality standards. These standards -- signed into law by 
President Reagan -- require facilities to provide all needed services, 
limit the use of physical and chemical restraints, and ensure that nurse 
aides are trained and qualified. 

• Since these standards have been in place, there has been a: 

~ 50°10 reduction in dehydration among residents, 

~ 31°/o reduction in hospitalization rates, and 

~ 25°10 reduction in the use of physical restraints. 

[Sources: Research Triangle Institute and HCFA.] 
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THE REPUBLICAN BUDGET AND 
NURSING HOME QUALITY STANDARDS 

• The Republican Reconciliation Bill repeals federal enforcement of 
nursing home quality standards and some key standards. 

=> States would define and enforce nursing home standards. The Federal 
government would have no way to ensure that States enforce them. 

=> States could even turn over their standard setting and enforcement 
responsibilities to private organizations, with no federal review. 

=> It repeals the federal requirement that nursing homes provide services 
to "attain or maintain the highest practicable physical, mental, and 
psychosocial well being of each resident." Thus, residents could be 
denied rehabilitative services needed to improve their ability to function. 

• While States may want to maintain the quality of nursing homes, 
inadequate resources combined with the elimination of federal standards 
and monitoring may lead them to fail to set and enforce quality standards 
that will protect disabled people in nursing homes. 
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QUALITY STANDARDS FOR ICF/MRs 

• Since 1971, to be reimbursed by Medicaid, institutions caring for 
the mentally retarded (ICF/MRs) have had to comply with 
federal Medicaid quality standards. 

~ Prior to adoption of these standards, people with MR/DD 
were routinely subject to abuse and lacked even minimally 
safe and sanitary living conditions. 

• The Republican Reconciliation Bill entirely repeals federal 
standards for institutions caring for people with mental 
retardation and developmental disabilities (ICF/MRs). 

~ It does not require States to assure even the most basic 
rights, such as protection from abuse and neglect. 

~ States do not have their own quality standards for these 
institutions in place today. 
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SPOUSAL IMPOVERISHMENT PROTECTIONS 

• Medicaid currently protects spouses of nursing home residents from 
having to become impoverished in order for their spouse to qualify 
for Medicaid. 

~ States must let spouses keep income equal to 150°/o of the 
national poverty level -- about $15,000 per year. 

~ States must let spouses keep a minimum amount of the 
couple's assets -- ranging from $15,000 to $75,000 -- in 
addition to their house and car. 

• Since this law went into effect in 1989, it has protected about 
450,000 spouses of nursing home residents. Most of the spouses 
are women. 
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THE REPUBLICAN BUDGET AND 
SPOUSAL IMPOVERISHMENT PROTECTIONS 

• Initially, Republicans repealed the federal spousal impoverishment 
protections. 

• In response to criticism that spouses could be forced to use all their 
income and assets to pay for nursing· home care, Republicans modified 
their plans. But the protections in their Reconciliation Bill are hollow: 

::::> They repeal the Medicaid guarantee to nursing home coverage. 
Spouses of people denied coverage will not be protected from 
impoverishment from nursing home costs that average $38,000 per year. 

::::> Even the spouses of people covered by Medicaid could be charged 
by the nursing home for services no longer covered by Medicaid. ? 

::::> Republicans make it more difficult for the federal government to 
ensure that States enforce the protections for spouses. 

::::> They repeal the right of individuals to seek redress in Federal court 
to enforce spousal protections not being provided by the State. 
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FINANCIAL PROTECTIONS 
FOR FAMILIES OF PEOPLE WITH DISABILITIES 

• The Republican Reconciliation Bill repeals the current protections for 
homes and family farms: 

~ States could count their value in determining Medicaid eligibility, 
forcing people to sell their homes or family farm in order to qualify 
for Medicaid -- even while a spouse or child is still living there. 

~ They repeal all current protections from liens, allowing States to 
impose liens on the homes and family farms of Medicaid recipients 
and their families. 

~ States could reduce Medicaid benefits based on the value of 
people's homes or farm. 

• The Republican Reconciliation Bill allows States to provide minimal 
nursing home benefits under Medicaid, leaving families to pay for items 
no longer covered by Medicaid. It also repeals current protections 
against discrimination by nursing homes, allowing nursing homes to 
charge large up-front payments for admittance. 
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IMPACT OF THE REPUBLICAN MEDICAID PLAN ON 
PEOPLE WITH DISABILITIES 

The latest Republican Medicaid proposal eliminates the Medicaid guarantee 
to meaningful health coverage, block grants the program, and cuts it by 
$117 billion over seven years. Under this proposal: 

• Coverage for the disabled is not guaranteed, despite claims by some 
Republicans. 

The bill guarantees that some people with disabilities will be covered 
by Medicaid, but each State would define the eligible disabilities and 
the level of services provided. 

Because the Federal Medicaid cuts would reach 26°/o by 2002, 
States would almost certainly be forced to reduce significantly 
Medicaid eligibility and benefits for disabled individuals, who account 
for [more than] one-third of all Medicaid spending. 

• Hundreds of thousands [#] of children and adults with disabilities could 
be denied meaningful health coverage by 2002. 
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IMPACT OF THE REPUBLICAN MEDICAID CUTS 
ON PEOPLE WITH DISABILITIES 

• The elimination of the Medicaid guarantee to a meaningful benefits 
package combined with the deep funding cuts could force States to 
eliminate coverage of many services important to people with 
disabilities: 

=> People with disabilities would no longer be guaranteed coverage 
of even the minimum set of services now covered by all States, 
such as doctor and hospital care. 

=> Coverage of "optional services" such as prescription drugs, 
assistive devices and equipment, home and community-based 
supports (such as personal assistance services), and home 
modifications, could be eliminated. 

• Children and other people with disabilities who tend to have less 
political power may fare especially poorly in securing funding from 
each State's inadequate block grant. 
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IMPACT OF THE REPUBLICAN MEDICAID CUTS 

• Families of children with severe disabilities might be forced to impoverish 
themselves paying for their children's medical care. Parents might have 
to give up jobs to stay home to care for their children. 

• Adults with MR/DD who live independently in community settings with 
Medicaid supports might be forced to enter State institutions or return to 
the homes of their aging parents, who would have to provide care 
formerly covered by Medicaid. 

~ Under a Medicaid block grant, home and community-based care may 
lose funding to large State institutions, which tend to have strong 
State political support. 

• Working age people with disabilities might be forced to give up their jobs 
in order to qualify for Medicaid benefits. 

• People with AIDS would likely be unable to secure adequate funding 
under a block grant and might lose coverage of many critical services, 
including coverage of prescription drugs, and home health and hospice 
services. 
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IMPACT OF THE REPUBLICAN CUTS 

• Elderly people with disabilities would face significantly higher costs: 

Medicare premiums would increase dramatically, disproportionately 
affecting people with disabilities who already pay high out-of-pocket 
costs, are less likely to have private insurance, and are more likely to 
be poor. 

=> The Republican Medicare plan increases premiums by $12 a month 
or $143 a year in 2002 compared with the President's plan. 

Medicaid would no longer guarantee coverage of Medicare premiums, 
deductibles, and copayments for low-income Medicare beneficiaries. 

=> The Republican Medicaid plan sets aside less than half of the 
funding needed to cover premiums for low-income Medicare 
beneficiaries, and does not set aside any funding for their 
deductibles and copayments. 
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THE PRESIDENT'S BALANCED BUDGET PLAN PROTECTS 
PEOPLE WITH DISABILITIES 

• The President's Medicaid plan includes savings of $54 billion over 
seven years -- less than half of the Republican $117 billion cut. 

• The President's plan limits the growth in federal Medicaid payments to 
States on a per person basis, so that States do not need to reduce 
coverage to achieve savings. 

• The President's plan guarantees coverage to people currently eligible 
for Medicaid, including the disabled. Under the Republican plan, 
hundreds of thousands [#] of people with disabilities could be denied 
meaningful health coverage by 2002. 

• The President's plan also maintains current services for people on 
Medicaid. The Republican plan would allow States to eliminate 
coverage of any service. 

• The President's plan protects quality of care in nursing homes and other 
facilities, and ensures that spouses of nursing home residents are not 
driven into poverty by the costs of nursing home care. 
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M c A 10. d to 

E X E C U T I V E 0 F F I C E 0 F T H E 

TO: 

FROM: 

CC: 
CC: 

SUBJECT: 

21-Dec-1995 04:55pm 

Jennifer L. Klein 

Pauline M. Abernathy 
National Economic Council 

Jason S. Goldberg 
Aaron J. Rappaport 

medicaid issue briefs attached 

P R E S I D E N T 

attached are the medicaid issue briefs. this is their status: 

Done (edits in from Jen Klein-$117 billion figure may need to be changed) 

medicaid overall 
guarantee 
QMBs (in Aaron's Medicare packet) 
flexibility 

Still in Need of Work but in the attached document directly after the above: 

nursing home quality 
overall financial protections 

There are others in the document, but they are a lower priority. 

I will complete these documents when I get back, but if they are needed before 
then you now have them and know where things stand. I'm sorry I didn't have 
time to finish everything before I left. 



TOO~ 

December 21, 1995 

TO: Jen Klein 

FROM: John Spiegel ~ 
SUBJECT: Doctunent Updates/changes 

I got a similar package from Pauline and Aaron yesterday. I sent them some changes already. 
I'm faxing one issue paper to you that I sent to them (Trust Fund Solvency). Otherwise, I've 
marked up what I can given what we know. This material reflects the best we can do on numbers 
given that we don't have all of the details on the latest Repub offer. We could probably do some 
comparisons based on the conference agreement or the conference agreement adjusted for 
baseline changes, or other ( cpi) changes. However, that would be out of date and the Repubs 
would say the comparison is unfair because it's not their latest offer. 

I sent new pages back to Aaron and Pauline today also. 

Sorry this was late. Give me a call if I can clarify anything. 
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ld11.t'1 plan nlies 0111pcclDc policy bango to achieve 11vlDu, a t 1a •ilfliltt 
budge cap. The President's propoSGl a~hieves its savin&s through apcciflc pol cy changes that 
imp:rov efficiency and cut coats, not through implcmont.ati.on of a rigid bud et cap. 

The R publlcan 1avinp rtl)t 011 a rigid budg t. cap that Umit1 Medicare 1p~ndilng 
trreap crtn nr the actu•l health ctn co1u or n11da la the future. 
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art B pnmJ111D1 beyon'1 the 1 te set under tbe 
Part B premium! at !he curr ru la.w rate: 2s·Yo 

an rilan raises premiuma to 31. .S% of program 
d nt's~. propn11al for an elderly co\l·.ple next year 

p over siven years 

iNlO~~-~!l!!!lll!!i!l~~~re~mwtuumu• 

rutdet'• proposal dott not raiac pre iu~1 beyond cu.mat law for .any heneflelal')' .. 

epubllcan propo1al adopts mun1-tw · g proposala tbat "Youhl eoco rage healthy 
beae 1ar1u to leave the traditional ft .. for-1 · c program. The R.epubli n proposal 
in're cs pr~um~ for high·ineome benefici · s, ou:agins many to leave .1e traditional fee· 
f ur-se ce ~rogram. Reta11se these bene5c' et often in good hWth, the r wsemollment 
will en the traditional prognm and incri: _coats for tho1e 'ben;ficiarics. r 1naini.ng in the 
pro 

Th.a P uidoat'1 proposal protects flll~al s fep1rdJ for low-tncome beniciareiJ. Under 
eumn J4w1 Mcdi~aid pays prcmlwnsfr~r-·eve one fallina helow 120% of the p1:iverty line rind 
deduc bles and eopaymeats u ~11 for lhose ti lina below 100% of t.Mt line. ;he Preaident's 
propo m3inmi=s that protection. \ 

pubUca11 propo1al tft'ectivoly ellminat the satet)' net for low·tacome beneftclaries ••· 
uld no longer be guarmthd ;ove.rugc 0 their prcmiwm, dl:lluctlbles. and copayments. 

suit. rnaey would be forced to leave the 'tlonal proaram and enroll i:b 1nanaaed care 
:t rcqWM!!: little or J'lO coJt.sbari.ng - tha ia, uauming one exisu iii thcii ll'.'eL 
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Tb1 publico propo1al u11.derfuud.s the ffl 
Repub 'can proposal conauainl the .spcn ..... ·~~...w 
sp · oc. 1he private plans to grow 'o)' 

The P 1idtllt'1 plan Hrtauds tbt nua• of p ate optton.1 aYatlable, while aho emur1D1 
that t e fte-for•tervtee prnJNm nmsuu 1< cturally 1ound. The Prcsident'•1 plan wuuld 
expim beneficiary choice amnng health care pl and delivery system. options that gaura.nLcc 
hi&h q 'ty care !or reasonable cn~s. Howeve , the plan rejects b.H.lth CGrc o ions, ai:ch as 
Medi Saving• Accounts, r.hat could ~gm.ut edieare into pools of sick and healthy 
bc.nefi iarics 111d UDdmnine the traditiotlll fee- r-service prosram. 

Tile R publlce propaaal est1bli1bc1 new op om - such H MedlcAl Savin 1 Accounts .... 
that w uld l~ave the traditional fee-f or·servic program 'With tbt •lclctst be 11fidari11 and a 
dwiad n1 amount of reaourcca. 

The P 1lda11.t'1 propo1al 1n1uru tbac docto don't ban additional lncentt u to leave the 
fee-fa se"lct prol"&m. The President's ~rop 5al imposes ihe same rcstrictio on physician~ 
1n priv te hcalth care pl1n1 a.s those in the fec-fi r-s~mce program. Providen ll "SiJCfaced With 
both p ifll!tS wnuld be prohibited from "baJa.n e 'billing" •• charging benefi~ic.r( C:I beyond Whit 
Medi e pays for medical servicu. 

The R publican. proposal glva doctan additi ail inctntiY11 to leave the tr ditloDal fee-for .. 
acn1ce proinm by 1Uowin1 rllem to bAl.uu bW in the JleW private plnu.. Phrsician.s may 
Ke the oppunuaity to balance bill In the!l.8 priva e plw u a way of compen.u for the deep 
c:uts ch 'I will 1ulI'1r under the llepublican pmp 

sld1nt91 proposal follows currmt law 
rebate to attftet new cnrollea. Ca.!h rebat~ 
marlce · a tool to draw only the hcalthiost be~ 
leavi.ns the traditional ftt-for-servigc program 

probtbltillg private plan• fJ m 111m1 cash 
ue prolle to abuse and can be u.ud as 1 
iarie» into tho private health c ae plans •• 
th the slckor aad moR costly beneficiaries. 

The R publinn proposal njtctl 1unent law nd allowa private hcaltb can pbu11 to m•rket 
their p li~fa 111m1 ea11l rebates. 
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;CU'I consists of two pats: Part A Hos ital Insurance and Pan B Suppl ental Medical · 
ance. 

"''re Pan A 'oven inJ'attent hospital are, inpetient c~ in a skilled nursin1 facility, 
e health ~. and hospice we. 

• l'ayroll tu. tunda Pan A. Part A i fuimeed 'by the Hoapibl Insur 1nce cHn payrull 
tmc, a l.4S pccceal tu on earnings r id btlth by employer and by e ployee (for a 
combined payroll tu r.te of 2.9 pe~ nt). 1~ome from the payroll ix goea dirc,tly 
into the Part A TIUSl FWld. All Ho ii:~] Tn.sunnce benefits and a ini.atrative coat5 
me p£Ud from thia uuat fuml. 

• Tnsst FuDd solvent uatil .2002. Ai; rd.In& t0 the 199S Medicare T ut Fund 
TrustHs Report, the Put A TNSt F d i11 projected to be eXhausted 1 the founh 
quarter of calendar year 2002 (the fir quarter uf fistal year 2003). "his is the ninth 
time iD the lut t\wn~ yeus tha the T1111t Fund bu beec proje od tn be 
ln~nlvent m seven yea:& or !us. 

Me lean Pt.rt H covers physician w oth OUt}'aticnt scm"s. Pa&rt B is ·inded by 
pre um.s paid by herieficiaries and by gone 4l revenues. Spccificially, !ur 5'96. 2'% of the 
co of Pan B is tunded hy beneficiary pre umsi the remaining 7 5% co1ue trom the 
gen nd tax .fund. Medicare Pan li cannot biccm1 insolvent. · 
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Pa A. The President's Pim strenithens M icare l'&n A, securins the t fand 'Wltil . 
lO l • The Plan proposes. two changes that r duce J'lmjected Pan A outlayc y S l SO billion 
be ri 1996 end 2002 . 
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uod wfthour e1ceastve ~uu. ·~ President'• 
th~ Tr~st fund through 2 I l and leavin; 

of the last 20 years. Moreover it achieves that 
w~~vond ~ ent law. By ~ontrast, the Re ublican proposal 

lion ore from the Part A Trust Fun , raises 
'-"tj~ .... 

· li ll from J'lan D spending ilill\ do s nothing to 
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• r-.. ... ~~'10b 
Tb• Republlcaa p requl d It • pa)'meat for Part A covo gu. Th• 
Rep bliGan prcposal 10 use a Pan B rremi surchari• to bail out the PAtt irrust rluid h.ws 
trou lin1 implications. This proVision i~ to establishing a premium for A. 
T fcrring the sun;harge to Pan A means t beneficiaries would psy twic~ for their P.n 
A e vcragc •• Oll'C tbrouih a payroll contri .tion md again with their Part~ iurcharge. 
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WHITE HOUSE/N£C 

CURRENT LAW: 

YA ltul~ 
TRUST FUND SOLVENCY t ~ I~\ Z\ 

Medicare consists of two parts: Part A Hospital Insurance and Po.rt B Supplemental Medica.\ 
Insunmce. 

Medicare Part A covers inpmient hospital ~, inpatient care in a skilled nursing facility, 
home health care, and hospice care. 

' 

'15 ~ymll tu funds Part A. PD.rt A is financed by the Hospital Insurance (HI) payroU 
· '--l5 ~~~. a.1.45 percent tax on earnings paid both by employer and by employee (for a 
l · combined payroll tax rate of 2.9 percent). Income from the payroll tax goes directly 

into the Part A 'frost Fund. J\l.l Hospital Insurance benefits and administrative costs 
'd • . . fund . arc pm. ~;: ~=~ :3ls trust . 

• Trust Fund solvent until 2002. According to the 1995 Medicare Trust Fund 
Tnmces Report, the Part A· Trust Fund is projected to be exhausted in the fourth 
quarter of calendar year 2002 (the first quarter of fir.cal year 2003). This is the ninth 
time in the last twenty~- yws that tbe Trust Fund bas been projecte.d to be 
insolvent in seven years or less.~ui[) ~ ~ cttth /pi 

Ill 011 

Medicare Part B covers physician and other outpntient services. lart B is funded by 
pren'liums paid by beneficiaries and by general revenues. Sj'eeisfhrl 1y, fat 1~%, 25% of the 
cost of Part B is funded by beneficiary premiums; the remaining 75% ~ froIIl the 

general tax fund. Medicare Part B cannot becoz:ne insolvent. {t/tM~ ~~ ~ .. . 

~ k e..Bo, ~ ~ C'N< -id"""' ~ d-". ,,_ ~ 
PREsm:Eh's PROPOSAL: ob ~ · ~ 3 · "O 

Part A. The President's Plan strengthens Medicare Part A, securing the trust fund until 
2011. The Plmi proposes two changes that reduce projected Part A outlays by SlSO billfoo. 
between 1996 and 2002. .. · ,.~ 

• Spending reduction. The President's Plan reduces outlays by~illfon by enacting 
specific policy changes to r~duce Part A spendina. These policy proposals, alone, 
would extend the Pan A TrUSl Fund until about January 2007. 

• Transfer of non-hospital home health services. The President•s plan also saves 
another 561 billion in Part A spending by shifting certain home health costs not r1,lated 
to hospital stays Crom Part A to Po.rt B. This transfer, combined with the Part A 
savings proposals, would extend thi: Part A Trusti).until October 2011. Pi- J.-B 

· c:ireA 32.. ~ll-u"' f~CMA 
P~rt B. ~ Pre5ident's pro~osal achieve~ approximatel . ·mon in additi~nal savin~s. r 
~ xtcnding c w. whicb ~prellllums at 25% ·of p am c~. [B\a.sides prermurn 

· incre • re there rr.;ther cutsiili>ar1~How do we account fo1 &e full '\tl24 billion 
• 111 .., · rrr rod' /f~~r;''~i s 1~ 

~cuts~ °b ·~I . -b,\ ~~q~ ~~1Jfhf.111~ 

LOO~ ~~~:t~~=~~~~~l,,J} 
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REPUBUCAN PROPOSAL: 

Part A. The Republican proposal cuts 
more than the President's proposal. 

ill ion 

Part JL The Presid<11t's proposal m.Xes two significant changes to Part B. Lj 0 \ 
• Raises premiums. The proposal raises preriliums by approximately ~ion by 

incrcasillg Pan B premiums from 25% to 31.S% of program costs~ ;~ing Part 
B premium for higher-income beneficiaries. (See _ for more information). The 
Republican plan then transfers tb~se additional revenues from the Part B program to 

.... ·--

. ~~~~-;;~;,-~=-~~ding the life n~ ~~~~ ~ 
-~-,- · ' -Aa.li&e1111. fh;, ~ .. r':l/n ~ an •d.ditionDI it'fJ illion in cuts 

from Part ~ payments from L· These cuts have nothing to d~ the Part A 

800~ 

Trust Fund.and do not extend the solveucy of that fund any additional years. fWbat" 
are 1lle edt!itio~al cats that me fteees~· te reeeh tit:e Rep~b!iea:ri's total of 5299 er .... 
ei.Uiea? Hew is tMs nwnbez broken out'?] 

ANALYSIS: 
~'~~u flJJ-w . . ~ ~ r/ 
\}-0vv~~ ("M£ I q 

The Prcslden s proposa ecur~e Trust Fund · out uccssive cuts. The Preside11t's 
proposal ac · vcs 5124 billi in~~~gs, sec · the Trust Fund through 2011 and leaving 
it as stron or stronger than it been in of the last 20 yean. Moreover. it achieves ·that 
goal ut increasing premi e)'.ond current law. By contrast, the Republican prop1~sal 
cut.' ~ ~~It cuts ~~illjon more ftom the Part A Trust Fund, raises 
premi ~ by I!~ JbillioD:8Ini-eu ~Q_ billion from Part B spending that does nothing tcr 
strcanthen the · Fund. 9 

' 
The Republican 11ropos1d requires duplicati~e payment for Part A coverage. The 
Republican prop to use a Part B premium surcharge to bo.il out the Pa:rt A Trust Fund ha~ 
troubling implica ons. This provision is akin to establishing a premium for Pan A. 
TranstCning the s barge to Part A means that beneficiaries would pay twice for their Pan 
A coverage •• oo through a payroll contribution and again with their Part B surcharge. 
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MEnlC:A..RE BUDGET "CAP" 
Decam r 13, 1995 

er curtent law, Medi~ar• spending rcil 11~ruu1 f'a'10rs. Including t e need for 
cal service.• by eligible ben.tficiarits a:i the cost o! those helllth are st.rvicet in Any 

aiv year. Spending is not ron.rtrainod by any budget limit or "up," whi 'h. would. limit 
ape ldint regardless of antki{'3ted medical n eds, growth in beneft,iary pop lltion. or health 

costs. 

IDENT'S PROPOSAL: The Admini tion's proposal off11s spr.eifi polii;y cbmi~cs 
to hieve saving• in Uic Medicare ~rogurn. ._.allowing current law, it docs llOt Adopt a 
bud et ''cap" as au "ufor"ment mecharuim n limit Medicare spending. 

• 

• 

• 

Repvbllcaa Plan bnpoact a "bud2et p" tbat constrains fee-fo 
edlc1re. 11iia enforcement me~h1ni!m ol1ow1 1 · S·step process: 

!o'irst, tbt overall spec.ding o.llOQ&tioc. · set for Lhc Medicare system ~ .!I whole • 

Secnnd. the rpendinc allocation for th private health ~arc plans (Me lc~ePlu.• plans) 
is calculated. This allocation is dete · cd, in part, by the per capi iirowth rate 

tted for the MedicarePtw plw. Th.is number is Rt by statuh~ d equals about 
1996 (comr1u·ed to a projected owth rllte in the fce·for·sel"'iQ program of 

[€HB€lt. trdds &&Oige'l]. inc• tho Medica:ePlus growth r ti= rcprOMcnts a 
pe~un (per capita) srowtl'I rate, actual allocation for the Medi mcPlu.s plans 

depoads llhu on the number of htnefi iariet who choose the priva.te p 1na; tho greater 
the particip11iun in these plans. the gr Ater the spending allocation on = 
ModlcarePlus ay»tcm. / 

Third, the allocation for the f'cc·for· ce proawn is caJc.ulated by bjftrac.ting the 
allocarioa for~ McdiGarcPlus plw m the total spending Allocatio for the 
Medicare system u a whole. Tbc fe-c fur·scrvfce allocation is suhdiVi eel into .nine 
smaller allocations 1ccording to a leg' latively•cre11led formula. Tbes allncations 
impose spendins limits on the nine ac arate fee--f'or•icrvice sectors ide tified in the 
Republican proposal~ inpatient hospi ltorco health, extcnd~d care, h spice, 
J)hy1iciam, hospital outpatient, DME, 'agnost:i' tests, and other. 

Fourth. ptt\jeeted spending in ea.ca of e nine f'cc-for6 1crvi" sc1:tocs i · compared to 
tbe sector's aHncation. If spending is rojecttd to be pc~ dwi a K~to1:'111 
dloratton. the Republican proposal uce1 payments to ih11t 'ector by· an appropriate 
amoUAt. 

Fifth, after the yur hu ended. the spending on the total fee-f'or~se.rvice 
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B dget caps poae 1 pantcullr th.rut to t e traditional f~for-aemce l. rugram. 

• Badget "Pl atabllab unequal t nnent of fee.for-ael"Yice aad. 1 anaced a.re. 
The R.puhlicaa. budcct caps 1.:0 spenc1ln · ee.for-servic plGN far more 
tha· the managed core plw in aom years - 6% va. 1° in 1996. 

• Badpt C•.('I may aacerb1tt the a d¥t declt uf certaln ltepu llc1a propoaaln. 
One of the cemral fntum of the ublica.n plan ia the wuuductio of Medical 
Sa~inp Accounts. These plans in • spending ou healthy bcnefklarles. who will 
Jikcl)' rcccl'YI from Mediwc a voue er tnat exceeds what the bencfi :i.ary would hAvc~ 
cost iii lhe traditional fee,foMe-vice plan. CBO predicts that the i.> :ci'l~atlon rate in 
th* pl&DS will tie IOW, costing tile S~m oaly about $5 billion. ff )WCVCt', if more 
Oea.cfi;i&rics join. MSA&. spending these private plans oould incr ~= ~atically. 
Became of the bwlgrt cap, th.ls inert se will have to be offset with dditional "uts in 
tht fee-f'or·Kr'Yi'c alloution. In sho tn the extent the priva pllln succ~ iu 
attncting bc:cficiarics, they will lea e the tradWnntl pro with f.c1wet clollars and 
& pool of beneficiaries that is, on ave aie. sicker and mo~ costly than before. 

dH/3dSV SHI\ 
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pact on 1..nWalacome M1dJcu1 Bt11en rtea. Under current 1.11.w, M& eaid pays fnr t.h{if; 
M care premium~ nf low-meome Mtdicar beneficiaries. The R~ubli~ · higher . 
M cllcare pren:dums would incre.ue CDllU fi thoae States thot wi.!h to eont' ue tu ~over . 
M dicarc pnmhans for low•1ntome elderly and disabled Medicu1 beMfiei ·es. HcwcYs;a:r- // "1 
be aus~ the Republiean Me .. lfHt"(Medicai hlock gran'1)rovici11 States ,. 'th S~~ion 
les funding o~ 1 yws lhll!l under curnn law, many Statet may be force to c~ baek 
th coverage of these poor Medi1.:11IC bene ctaries' prem;um~. "CQJ.1~·i..1h~i&AiM•••~ ""11M111111 

• • (For more intor. 'on, seo th• 
amte explanation of 11Medi~d Coverage of Poor Medicare Beneftciarie~ Premiums, lu_j 

D uettblet, and Copaymcnta. ") 
1~ I ,,,.,.1i 

De Facto Premium ror the Part A P&. • The llepublica.n propu~ to trW;;;;,ti;;.;.er;;;..iF ..... 
ft'om the P&t H premiumr to th Patt A Tnu~ Fund effectively ::ita ish 

p 'fiiii for the Part A.. T.ransferri.l'lg pre receipts to the rart A pro~r rn mew 
be cftciarles eft"ectively r•Y twice for their art A coverage; once through tlnm pa 
~o tributions and again through their premi 

'IH..WH•'"I of a~l(c. fe' 
., 

p re-,.., I '4 ""l S • 

~ q~vYI~ 
~~. 
~ 
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MEDICAID COVERAGE or p 
PRIMIDMS, DEDU LES. AND CO 

D~m r 5, 199' 

Me 'caid covemge of Medic;arc premiwn:s, uct!bles. and copayments ens1 es that poor 
el ly and dilabltd people can afford to p ucipate in 1he Medicare Part H program and do 
not become WlinJured. 

D ucdbles and Cnr1ym1att. Tbe reconc' 'ation bill completely eliminate lhe 
rcq • cnt that States cnver Medicare cc· urance and deductibl'5 for poo el!:!erly and 
di bled people under Medicaid. 

(~(.U( w) Pre iuma. The bil11ct3 aside some money within the Medic&id bloek gran for Medi~uc 
\UH , .. pre . 'um.s. The s~t·~iJo equals 90% of the veragc percentage of mandate Stt.te spcndinc 

tM- e- on rcmiuma &om FY1993 lo FY1995. Thi amC1unt tum! out to be less 1 }Wf of wh!.t 
I 1 ~ 1 \ Sta s would be rcqwrcd to ~nd under c t Jaw nn poor Medicare bene 11~iarie1' 

~' '1" })re 'urns in 2002. States would uei..idcf wh to cover. 
thfl'ltn&IK -~ l'f C,.O)'lt'll'IM f-1 C..VV f'l""l"f'l'IJ "'~' 
o.~1 t'-\. 
\.iwc, k• · Ina equate Set·Alli.dt for Pr1111lum.1. Wb.il the re~n;Watiun bill seu asl e 90% nf the 

e percentage of mandated State speci • on premiwm from FY1993 FY199S. thi,. 
am t turns out to be l1u 1Jum half of whA would be :c.Ndcd under turrm law io cover 
poc Medicare berleficiaries' pttmiuma in 20 2. Thus, under the blo~k grim Btates Will be 
fore to reduce the level of usistLO.ce with remi~, ~met eligibility for] the ~sfmnc:e, 

-NH1li"fftP"Ole premiums With State fimds, or a ~ombmation of the thRe. ~S esumates 
50.000 or elderly and disAbled peepl c:ould Ion i\mcling for their M~dicarc 

~~ ~ ~~ that th reconciliation hill inm .. os lhtsr. prem!UD11. 

dH/3dSV SHH TZCL IOf7 zozQ. Tv:oz ~6/TZ/ZT 
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• MSA11 oft'n bca.tsfttl to a 1elect ftw t • roat to evtl')'on• the, ccawc Medl~tirc'is 
pmym.ont.J to MSAI heallhy beneOelvte will be more than what th• tr ditional £cc·for· 
1erviee program ¥.'Ould have ~peal 011 eae Individual~ MSA plans tyj_ ically inoreuc 
Medican spending. For th.at reuou, i: Conaresslonal Budge? Office ~stiiuatas ihat 
MSAs will raise Med.iearc ~Sb by ly $! billion over seven yean, hile VHI-Lowin 
pmjectl MSAI will inc:reue costs bv. S 5·2.0 l>illiun over that same per tili. Mote.over, 
because nf the way the Republican · -safe" mec;b.aniam i11 istrurnired, the increa.~ c1:uts 
due tO MSAS would have to be oif!at y further cuts in the traditiowd (ee-for-service 
rograin. Ju a result. the !ce. foM-ervi system \Wuld be left with f evff dollm to spend 

oa a si~kcr md mere cos 1 nf cluiea. 

A'cljustmca.t will out nmcdy the prn . The principal ~ay ~o limit this kind of 
• ' · · ~ thllt conttibutioni more 11cour1itcly rcfl~,ct 

tnmllees. However, no reli 'ble risk adj~tmcnt 
· .. _ .. . · _D)-'~Qd. Ja available today. 'While the a~aclty exilt.c to Adjust plan pa ments for factot's 
· --~~"'.(~ ~; --$~Wfbroadly associated with hi r cosu, such as age, ~~.and :lfare rtsrus, we do 

-""\V\ -~ \ not hive well developed meelwUma t adjust for health Status differe es with.in theH 
_,,,, • J.•cA"' broad age, sex, or welfare groups. \lt'hi e HHS is plannina to ten pote tiA.l improvements 
) "~, « · in risk adjustment methods1~ · · fletil a f!lia.hle rilk 

adjustment is available, the · trcduction of MSAJ into the Mct.licarc sy 1?m is un'Wise. 

~ ... 
Tiie resident's propo11l e1.p1ad1 chotc• w e protecting the tradltioa•I f e-tor•1ervt1:• 
mecll e. Wblle both J't'apouls expand the ge of privAte health cue optio1 :.t., the President' !I 
propo extends critical beneficiary s.a.(efaill"as to the new privute plam •• m · 1& these cbcices 
Ial, oice1. lbe Republican prorin-c.al ~' lnving beneficiaries •• and · mately the 
Medi system u a whole ·• vulnerable . 

., Current law protects beneficiaries iD the fee·for-.11erviee program from b i11g ehD.rgcd cxtrn 

1..1 

for medical t:eatmc~ (a pnictice refc to a.11 "balance billing"}. The rosident's p '' p1• sJ 
ma.intAins these protections fur benetlel es who jnin private ~alth car plans. 

• The Republican prcposal, by compuiiio witholds this protectinn from 
MSAI and privAte fee-for-service plw • leaving these benefieiarie.111 ft 
wlnerabJe. 

11eficia.rie1 in 
dally 

• !bis future al.Jo exacerbatt1 the divisio of Mcdiwe into distincl pro I.I t'or the 
healthy and sick prcsrams. Only the h thiest 'bencticiarios will rlak th pc1tcnt1al Uabllity 
1n tbe new J'rivate ptw. Thou •:<pee · g significant medical bills will . c inure likely to 
stay behind ln the traditional tee-foMe lee progr:am. {For 1dditional d~t.aH1 on .. bllmcc 
billini.'' and related iK~ues see "Financ:i Protection of Bendlciarics" anti 1'·Quality 
Standard!"). 
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TO: 
TO: 

FROM: 

CC: 

19-Dec-1995 03:19pm 

Jennifer L. Klein 
Pauline M. Abernathy 

Diana M. Fortuna 
Domestic Policy Council 

Christopher C. Jennings 

T H E P R E S I D E N T 

SUBJECT: New disability stats from Bob Williams 

Assuming we have a more leisurely time to revise the disability 
document, here are some interesting stats I have never seen before 
from Bob Williams. I have an email in to him asking where numbers 
came from and why he is doing this, and also telling him to talk 
to Robyn Stone. 

Possibilities include: 

o change in # kids in institutions in last 30 years; 

o increase in number of people served in the community while 
President has been in office. 

Bob also has statistics on how the rate at which states have 
closed institutions has increased greatly since 1992 (15 a year, 
vs 4 a year pre-1992). It is very much on his agenda to reduce 
sharply the number of people with disabilities in institutions. 
There is a very vocal but small pro-institution lobby, as you 
probably know. 

There is also an interesting comparison on the higher cost of 
serving MR/DD kids in ICF/MRs vs. community settings. Doesn't 
this argue that states have some room in managing under the per 
capita cap to save money by deinstitutionalizing? (unless it's 
the cheaper ones who have moved to the community, while expensive 
benes remain in institutions. 

Bob also said the expected growth rate for community based 
services is 26%, which is the average over the past 4 years. I 
told him that sustaining that growth rate might be difficult under 
likely constraints to be imposed on the proggram, unless savings 
came from deinstitutionalization. 



E X E C U T I V E 0 F F I C E 0 F T H E P R E S I D E N T 

TO: 
TO: 
TO: 
TO: 

FROM: 

SUBJECT: 

19-Dec-1995 02:55pm 

judy_heumann 
howard moses 
f ortuna d 
Ann Rosewater 

Bob Williams 

Medicaid and Disability Talking Points 

Ann: Sorry this took a day longer than I expected to get to you. 
first in a series of pieces I will be forwarding on to you. 

Here are some major points which I believe need to be both 
understood and then communicated by those in the Administration 
and particularly those of us at HHS with regard to Medicaid and 
its everyday impact on Americans with disabilities and their 
families: 

o Medicaid touches and affects the lives of six million Americans 
with varing types and levels of disabilities more profoundly and 
personally than anything else we do at HHS or throughout the 
Federal Government. 

o Medicaid is helping to keep increasing numbers of children with 
disabilities and other chronic health conditions at home with 
their families and in the public schools where they belong. 

In 1994 the number of children and youth in state 
institutions (4,001) fell below 5% of the highest total 
number of 91,592 in 1965. Medicaid, together with IDEA and 
SSI, is largely responsible for this shift. 

In 1990, the total children with "disabling conditions" in 
substitute care was 52,000. While it costs on average $6000 
each year to support a special needs child in a natural 
home, it costs $65,000 in an institutional setting. Since 
1980, a Federal law has made kids with disabilities in 
adoptive homes automatically eligible for Medicaid (4e SSA) 

o Medicaid enables hundreds of thousands of people with 
disabilities of all ages to get up in the morning, bathe, eat, go 
to school or work and then to bed each night: All the things 
most others take for granted. 

o Medicaid provides critical access to health insurance and 
personal assistance for employed persons with disabilities who 
might otherwise be denied coverage because of preexisting 
conditions and thus have to give up working. 

It is the 



o Medicaid is a vital safety net for Americans with disabilities 
and their families as it is for other vulnerable individuals. 
But, it has also become the key to increased independence, 
productivity and personal responsibility for thousands of these 
persons. 

o People with disabilities, birth to age sixty five, make up 
fifteen to sixteen percent of those on Medicaid. Roughly, forty 
nine billion dollars of Medicaid services are provided to people 
with disabilities, birth to age sixty four annually. 

o HOWEVER EXPENDITURES ON BEHALF OF THESE INDIVIDUALS ACCOUNTED 
FOR 39 PERCENT OF ALL MEDICAID SPENDING IN 1993. THIS IS THE 
LARGEST PERCENTAGE OF MEDICAID FUNDS SPENT ON ANY ONE GROUP. 

o AROUND FOURTEEN BILLION DOLLARS OF THIS ARE SPENT ON PROVIDING 
SPECIALIZED SERVICES TO PEOPLE WITH DEVELOPMENTAL DISABILITIES 
(PRIMARILY THROUGH THE ICF-MR AND VARIOUS COMMUNITY BASED 
SERVICES WAIVERS) EVEN THOUGH SUCH INDIVIDUALS MAKE UP ONLY ABOUT 
FIVE PERCENT OF PEOPLE ON MEDICAID. 

o About nine billion continues to be spent on both institutional 
and group home ICF-MRs. The average 1992 costs of average 1992 
costs of these facilities were as follows: 

Large ICF/MR (Institutions & Large Private ICFs/MR) 
$57,088 
Small ICFs/MR (15 Bed or Less Public, Private): 
$54,065 

o Expenditures for the ICF-MR program, therefore, continued to 
make up about fifty eight percent of all Medicaid dollars spent 
on specialized services for people with developmental 
disabilities nationwide. 

o THE GOOD NEWS IS THAT TIMES ARE CHANGING. 

o Forty two percent of DD Medicaid funds are now spent by States 
on optional services and waiver programs designed to maximize the 
personal independence, productivity and community participation 
of these individuals. 

o Moreover, the average 1992 costs of such home and community 
based services are proving to be significantly less costly on a 
per capita basis than those provided by the ICF-MR program: 

Home and Community based services Waivers $24,440 
Community Living Services Arrangements $11,038 

o The expected expenditure growth rate for DD Federal Medicaid 
Institutional and Home and Community based services are: 

Institutional (including 16+ Beds ICFs/MR): 6.9% 
COMMUNITY: 26.4% 
TOTAL (Both DD Instituional & DD Community): 12.9%* 
*(Assume average of growth over last 4 years, 1988-92) 

0 DUE TO INCREASED FLEXIBILITY IN GRANTING SUCH WAIVERS UNDER THE 
CLINTON ADMINISTRATION, THE NUMBER OF PEOPLE SERVED IN HOMES AND 
COMMUNITIES INCREASED FROM 62,462 IN 1992 TO 122,075 IN 1994. AS 
A RESULT, EVERY STATE NOW UTILIZES THE HCBS WAIVER PROGRAMS. 



o In 1992-1994, States closed a total of 45 state institutions 
(or 15 per year) compared with an average of less than 4 per year 
in the previous 20 years, and less than 6 in the previous decade. 

o In 1994 for the first time ever in the United States: 
-- In 23 states the average number of persons per 
residential setting was less than 4.0 persons. 
-- Half of all states (25) served more than half of their 
residential services recipients in homes of 6 or fewer 
persons; and; 
-- Four-fifths of all states (41) served more than half of 
all residential service recipients in settings of 15 or 
fewer residents. 
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CEREBRAL 
PALSY 
ASSOCIATIONS 
Advancing the independence of people with disabilities 

MEMORANDUM 

TO: Diana Fortuna 
Office of Domestic Policy 

FROM: Allan I. Bergman 

RE: 

Deputy Director, Community Services Division 
Director, State-Federal Relations 

Impact of Medicaid Per-Capita Cap and State Aggregate Cap on Optional 
Long Term Service for Persons with Disabilities 

DATE: December 14, 1995 

I appreciated the opportunity to talk with you today re: our concerns over the potential negative 
impact of the aggregate state cap on future funding of long term services for persons with 
disabilities. In addition, there are a number of problems in current Medicaid law which continue 
to be a barrier to an agenda of choice and empowerment and a preference for family, home and 
community supports for children and adults with disabilities. Similar issues apply to people who 
are elderly. 

The Presidents Plan: 
As we discussed, the President's plan for a per-capita cap funding formula and an aggregate 
annual state cap on federal matching funds creates many problems in the name of maintaining 
the "entitlement". If the President's plan goes forward, then all of the issues addressed in the 
list of problems (attached) in current law must be solved. (The President's bill has solved #2) 
In addition, the following amendment, at a minimum, must be made to the President's 
proposal" 

The State must be required to maintain proportional effort ($$) on long term services and 
supports in relation to the state's total Medicaid budget. We must protect this base of 
financial resources from the competition of the nursing homes, managed care companies, 
hospital associations and medical associations who will be vigorously lobbying for 
resources for the entitled/mandatory services for acute care, home health care and 
nursing home care. The optional services of ICF/MR, H-CBS, personal care, targeted 
case management, etc. will be major targets for their attack. 

lhW I. STRITT. 'W SUIT!: 7illJ W.·\SHJNGTUN. J)(" 20ll'<•·'l•(I~ 
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In this regard, I am enclosing some materials several of us drafted earlier this year recognizing 
that the future growth of federal Medicaid matching funds would be capped each year, which 
dramatically changes the political decision making process in the states. I also am enclosing a "1 0 7 
brand new publication, You Choose for your careful review for the need to amend Title XIX to atJn.~ 
contain a family, home, community, independence, self sufficiency, independence and · 
community inclusion. As I stated to you, if there is a "compromise", we do not expect another 
opportunity to address Medicaid statutory authority anytime soon. Let's make this Real 
Medicaid Reform. 

I am anxious to talk with you in greater detail and to meet with you, Chris Jennings, Nancy Ann 7 
Min and any other folks as soon as possible. Thanks for your help. 

Encl: 



MAJOR POLICY PROBLEMS IN CURRENT MEDICAID LAW 
IMPACTING LONG TERM SERVICES AND SUPPORTS 

1. Institutional Bias 

Problem: Medicaid is based on an institutional bias where home and community-based 
services (H-CBS) are defined as "alternatives" to institutional care. In 1993, 78% of all 
Medicaid long term care dollars still was spent on institutional care. 

Solution: Decouple eligibility for Medicaid home and community-based services from 
eligibility for institutional care. 

2. Secretarial Waiver Process 

Problem: The Medicaid home and community based "waiver" is a cumbersome process 
requiring periodic Secretarial approval. The program has demonstrated its success since 
its inception in 1981. 

Solution: Convert the Secretarial waiver authority from H-CBS to a Medicaid targeted 
optional state plan coverage. 

3. Multiple Funding Streams 

Problem: Medicaid long term services are funded under multiple Medicaid programs 
with overlapping rules resulting in inefficient use of resources; e.g. ICF/MR.s, H-CBS 
waivers; personal care, targeted case management; rehabilitation, clinic services. 

Solution: Create Secretarial authority for the states to request approval to consolidate 
into a single funding stream all existing institutional and community-based services of 
funding for long term services and supports to designated segments of the Medicaid 
population. 

4. Supported Employment 

Problem: The Medicaid H-CBS waiver only allows persons formerly institionalized to 
receive supported employment services thus precluding the use of Medicaid funds to 
promote the increased independence and self-sufficiency of most people with 
developmental disabilities. 

Solution: Authorize the use of H-CBS funding for supported employment services for 
any person receiving H-CBS regardless of their prior institutional status. 

5. Alternative Uses of Funds 

Problem: Medicaid financing is based on provider reimbursement for the provision of 
a state plan service and does not allow alternative payment methods. 



Solution: Authorize states to have greater discretion in the use of Medicaid funds for 
long term services and supports including direct cash payments to consumers and their 
families, use vouchers, sponsor and certify "preferred community services organizations" 
that are authorized to furnish needed services and supports on a wrap around basis, and 
establish fixed sum consumer/family budgets which allow individuals and families to 
exercise greater control over how public dollars are used to meet their unique needs. 

6. Public Participation 

Problem: Medicaid law does not require public participation in the plan development 
process. 

Solution: Require states to provide assurances that they have solicited and obtained 
public participation in the development of their H-CBS and long term services and 
support plans. 

7. Long Range Planning 

Problem: Medicaid requires no planning and provides no incentives for states to expand 
resources for H-CBS. 

Solution: Provide states a state plan option to move resources and people from 
institutions to H-CBS by providing a financial incentive for them to do this. 

UCPA/AB: December 8, 1995 
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Vuloenb\\ity ofl'cop\e with Me11ral Rctardarlon/Dcnlopmental DiHbilities 
Under a Per Capir.a C11p 

Finandn2 lssu~ 

Undct the per capiu. cap proposal advanced hy the Clinton Administration. the em~cls 
of ~onstrairtins the growth i.n Medicaid expenditures is likely to fall primarily on 
\ndi vidua\s in need of long \erm care services U\ general and people with mental 
cctarda.lion and rehlted dcvclopmen1.al disabilities in paTticular. The averag~ base year 
per capila cost of !\erving all people with disabilities is likely \o nngc from S3,900 in 
Alabama to about $17,500 in Conneaicut, with a nationwide aver.ige of roughly 
SB,200 per recipient, per annum. Federal financial participation (FFP) wuuld nol be 
ce.pped with respect to n~wly eligible MediciUd recipients under the AdminiJtratiun's 
proposal (i.e .• utilization would remain open-ended). H<lwever, a very high proportion 
of individuals in need of l TC service5 a1reacly will be cntitfod to retcivc Medicaid 
aculc? care scrvjces at the lime they arc in need of long tenn s~cti/supports. ln oth¢c 
words, the cost of their Medic.aid services nlrcady Will be intluded in the baseline {i.e., 
for acute ccac services only)- The fi:scal equation facing lh~ st.Uc officials wUJ be this: 
C\"C[}' time l .TS is provided to an additional Medicaid-eligible individual, the 
problems the state faces in ~laying within its disability per capita spcndii~ cap will be 
exacerbated. 

Let's examine the way in which this 5ituation woul<l play oul for lhe lypical camlidale 
for long tem' MR/DD services: 

Th¢ indi..-idual is a young adu\t whn ha."' been nn a Wcliling \is\ for community 
residential and daytime habilitationltraining s~rvices over thrc:C"-fivc ye&irl\; 

He/she is catitJcd to receive SSl-bcncfits (and has been since turning 18) and. 
therefore, is categorically eligibJc: for Medicajd benefits; 

The cWTcnt costs of the acute care Medicaid benefits the .individu:il rccch·cs i~ 
between SJ.000 • $5,000 (i.e., die ·amount typical for recipients of s~cializcd 
MR/DD waiver services); and 

The state's only existing mechanism for providing the conuuunity 
day/re!;idential senices the individual requires is its existing specialized 
Medicaid MR/DD waiver program. 

ff the state ac..lds lhe subject individual to its HCU waiver program after the per capila 
caps go into effect it will increase the Medicaid COSts ofthis indi,idl131 from S3.000. 
SS,000 to $JJ,OOO - S35.000 annrn.\117, on average. In order to stay within ito: per 
capita cap, a state woul<l have lu sub:>lan\ially lower its :\vcrase per capita 
t:xpcmditurcs on behalf of other disabl!!:d recipients of Medicaid services. Given thc.5e 
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dynamics, it seems virrually cc:rlain that a st.die would be: ,.CT), very cautiou." in 1ul<ling 
furl.her recipimts of I .TS. The death rate among t!lderly recipienls would permit a 
certain nature ll!ve\ of tumover (albict no where near th~ level necessary to olfo~l the 
~w-g~ing demand for l TC services). By contrast, the typical turnover percentage in 

specialized MR/DD servic~ (lCFstMR llllU HCB waiver pn,israms) is much, much 
luwcr (u~ual\y ranging he\ ween 2-3°/o}. 

Admlnlstrative h!UC.~ 

In order to consolidate responsibility and accountability for lhc: management of 
puhlicly·fu.nded lung term ser.ices for people with m~ntal retacdarion and other 
de\'elopmcntal disahilitics, many states have shifted authurily for dctermi11ing hmN 
Medicaid fonds should be deployed on behalf of this population frum the single state 
Medicaid '1gency to the state MRJDD agency (i.e., the agency charged under state law 
with providing institutional and community-based long term service~ to this 
Population). As the states' reliance on Medicaid doll:irs to finance MK/DO 5enice~ 
(which cWTcnl\y excesses 700/o of tnta\ MR/DD services in most states) ha..-. grov.T1 ;n 
recent years, such consolidations of fiscal and progr-.unmatic r~ponsjbiJities h.ave 
bctome an ~sscntial element ;n \hg successful efforts in many sutc!l lu sh\t\ 
individuals from high-cost institutional settings to lower cost home and community­
h11.-.ed settings. Since t 9R2, the slates collectively have reduced the number of people 
served in SLatc--operatcd lC( .. s/MR rrom I 07 .000 to under 60,000. Meanwhile. the 
number of individuals .sctvcd in Medicaid-financed home and community-based 
waiver programs has increased by more than I 50,000. Because the average annual per 
capita cost of ICF/MR ~rvices. n:itionwidc, is anorc than double: the wsl of HCA 
service~ (S75.000 vs. $30,000), states have been able lo address the growing backlos 
in unmet needs (as reprc:.sented by the estimated 181 ,000 persons nationally who are 
on wairing lisrs for services). 

lleca~ lhe proposed cap on a\·er.ige per capita costs would be calculated on the ha.-.1~ 
of all Medicaid rccipienL-1 wilh disabilities (approximately 6 million persons, versus 
the rou¥hly 300,000 who receive MR/DD lona term scrviccslsupport.o:), states would 
be forced to modify their current adrninislrill.ive anangcmcnts in order to ensure lhal 
ex~nditurcs ar~ managed amund the central objective ofhnldinx c:xpenditurcs within 
the aggregate disability•wide expenditur~ cap. The net effect would be to sh\ ft focal 
control hack to the single state Medicaid agency in mmy states an<l ther~hy rhwan 
future cffon." to move: MR/DD long tenn senice expc:nditur~s as wdl as the rc:cipienrs 
CJf such assistance from instilulional to more cost-dfcctivc: home und community­
based servkc~. Waiting listS, prcdictab1y, would grnw even longer and the 
longstanding efforts ;n many states to move toward more economii;ul home and 
community-based service .o;y~1cm.s would be thwarted. 

Slatutory Constraints on Promoting More Coit-EIJectivc Scn·iccs 

The Clinton Administration·s Medicaid proposals would convert the: cx.i:>ting HCU 
waivtr authority into u slal~ plan coverage. thu~ affording states somewhat greater 
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wuran~ of conlinuity in administering KUCh services as part of is Medic11id ptogram. 
Rut die states would be lei\ with aJI of the other statutory constrainls which makes it 
more dimcult than i\ needs to be to transition savice system~ from costly 
instin.rtion.ally-<>riented models to Lruly community-centered approaches. For example. 
in the area long term !!iupporU for people with devclopnten\al disabilities, the mo~l 
critical barrier to resolutely embracing a. t:onununity-ba.scd approach to services is the 
lack of cohesive policies governing the operation of HCB waiver services and 
lC.Fs/Mll. lCfs/MR operate under a distinctive set of federally-defined policies 
(including detailed fodcrally-prescribcd standards), while each state is given broad 
leeway in designing HCB waiver policies \hat fit its own unique :si\wation. The lack of 
cuherencc in thae policies makes it difficult for stat~ to develop single stream 
funding MW1£Clnen'5 N wuwd facilitate the transl\lO\\ of pcap\~ w\\h dcvc\opm.cntal 
disabiliri~ tu community service models lhal are in k.ccpiag with current rhinking in 
the field and which, on average, arc more econol1\ieal to pmv\dc. 

Other statutory provisions thal would be carried over under the Clinton Medicaid 
proposal att: 

the outmoded linkage ~tween cligilrilily fur HCP.. sl!T'Vit.'e5 and the institutional 
need~ test (thus prevenling sw~ from tightening inslilutional admi~sion 
criteria without simullJUlcm.i."lY limiting cliJibility for HCB services); 

Uie absence of any latitude to move away froin vendor payn:u:su system=> ~d 
5ubstitu!e other payment approaches (capiwcd payments; vauchcts~ etc.) 
where such arrangements mighl prove lo be highly cost-effectiYe alternatives 
and afford consumen and theiT families much grca1Ct ~ of choice and 
control; and; 

the failure to address the constraints to applying managed care principles Lo I.he 
organiz.ation. financing aAd delivery ofJong term services [N.B., The n'7W 
nexi'bilily slates would be a.fforded in this area under the Administration·~ mil 
would be limited to ac:urc health care services.] 

Ultimately, the capacity of states to complct~ the transition lo home and community-based 
long knn service sy$1Cms for pe0ple with developmental disa.bHities is tied to their abilily lo 
cQllap!IC funding on behalf ofthjs popuJation into a single fmancin& strcam. The reform 
proposals thus far advanced by the Clinton Administrcllion fall far shon of this goal. 
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