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M e d i c a i d  E x p e n d i t u r e s  a s  a  P e r c e n t  o f  

S t a t e  B u d g e t s

• Nationally, Medicaid general fund spending 
as a percentage of state general fund 
expenditures N estimated at 14.7% for
2001 (National Association of State Budget Officers (NASBO) State Expenditure 

Report, various years.*

• Alaska’s Medicaid General fund expenditure 
in FY01 was 10.8% of the total state general 
fund budget.
C om piled by the Kaiser C om m ission on M edicaid and the Uninsured, October, 2001.



* Alaska Medicaid Ranked:

^ 20th in Nation for spending per enrollee during 
FY98. 

^ 46th in Nation for state fund spending during FY98

Source: Kaiser Family Foundation State Health Facts 1995 - 1998 
Statistics are based on federal fiscal year data.
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Average A nnua l Cost per E l ig ib le  M ed ic a id  B ene f ic ia ry  
F edera l and  State Sha res  (FY91 through FY01 Actuals)
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U.S. State FY2000 Spending

T h e  c o m b i n e d  U . S .  S t a t e s  t o t a l  M e d i c a i d  e x p e n d i t u r e s  a s  a  p e r c e n t  o f  t h e  c o m b i n e d  

U . S .  s t a t e s  t o t a l  s p e n d i n g  w a s  1 9 . 5 %

A l a s k a ' s  M e d i c a i d  e x p e n d i t u r e s  a s  a  p e r c e n t  o f  t o t a l  s t a t e  s p e n d i n g  w a s  9 . 3 %

A l a s k a ' s  r a n k e d  4 7 th i n  t h e  n a t i o n  w h e n  c o m p a r i n g  M e d i c a i d  e x p e n d i t u r e s  a s  a  

p e r c e n t  o f  t o t a l  e x p e n d i t u r e s

S t a t e  s p e n d i n g  f o r  M e d i c a i d  a s  c o m p a r e d  t o  t o t a l  s t a t e  s p e n d i n g  o u t s i d e  o f  A l a s k a  

r a n g e s  f r o m  N e w  Y o r k  a t  3 4 . 5 %  t o  K a n s a s  a t  7 . 2 %

A s  a  p e r c e n t  o f  t o t a l  s t a t e  e x p e n d i t u r e s ,  M e d i c a i d  e x p e n d i t u r e s  h a v e  i n c r e a s e d  f r o m  

1 0 . 8  %  i n  1 9 8 8  t o  1 9 . 5  %  i n  2 0 0 0

Source: National Association of State Budget Officers, 2000 Expenditure Report, Summer 2001.
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Personal Health Care Expenditures (PHCE) 
as a Percent of Gross State Product (GSP)

=*> T h e  r a t e  a t  w h i c h  P H C E  a s  a  

p e r c e n t  o f  G S P  h a s  c h a n g e d  s i n c e  

1 9 8 0  i n  A l a s k a  w a s  o n l y  s l i g h t l y  

f a s t e r  t h a n  t h a t  o f  t h e  N a t i o n

=*> In 1980 Alaska's PHCE percentage 
of GSP was 4.7% less than the 
Nation's

=*> By 1997 the difference had 
decreased to 3.2%

=^> F a c t o r s  c o n t r i b u t i n g  t o  t h e  r e d u c e d  

d i f f e r e n c e  i n  A l a s k a ’ s  P H C E / G S P  

=*> Alaska’s younger median age

=*> Growing rate of our 654- 
population

=*> Health care delivery infrastructure 
improvements mean more & better 
health care services are provided
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THE FOLLOWING DOCUMENT(S) 
HAVE BEEN REFILMED TO 

ASSURE LEGIBILITY OR PAGINATION

Central Microfilm Services
Departement of Education & Early Development
State of Alaska



Personal Health Care Expenditures (PHCE) 
as a Percent of Gross State Product (GSP)

T h e  r a t e  a t  w h i c h  P H C E  a s  a  

p e r c e n t  o f  G S P  h a s  c h a n g e d  s i n c e  

1 9 8 0  i n  A l a s k a  w a s  o n l y  s l i g h t l y  

f a s t e r  t h a n  t h a t  o f  t h e  N a t i o n

=*> In 1980 Alaska's PHCE percentage 
of GSP was 4.7% less than the 
Nation's

=*> By 1997 the difference had 
decreased to 3.2%

F a c t o r s  c o n t r i b u t i n g  t o  t h e  r e d u c e d  

d i f f e r e n c e  i n  A l a s k a ’ s  P H C E / G S P  

=*> Alaska’s younger median age

=£> Growing rate of our 65+ 
population

=*> Health care delivery infrastructure 
improvements mean more & better 
health care services are provided
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Indian Health Service 
(IHS) Deferrals
Olmstead
ProShare
SCHIP
FMAP
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•  •  •  

I n d i a n  H e a l t h  S e r v i c e s  D e f e r r a l s

• Cost Containment Directive in 1998

• Referral Services $5.1 Million

• IHS Transportation $1.8 Million



•  e  •

O l m s t e a d

® A m e r i c a n s  w i t h  D i s a b i l i t i e s  ( A D A )  

A c t  D e c i s i o n

-^States are obligated to provide services the 
appropriate, most integrated setting to 
persons with disabilities

-^Waivers are Alaska’s primary tool in 
addressing Olmstead
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A l a s k a ’ s  P r o S h a r e

—̂ -A dditional 
Funds 
Available to 
Pay Claims

$39,418,300

t —t  Total ProShare 
Payment

SFY 2000 SFY 2001 SFY 2002 SFY 2003
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H  A l l o t m e n t s  

□  R e d i s t r i b u t i o n

The FFY 98 Redistribution was received in FY01

- 8 , 9 8 7 , 1 0 0

T i t l e  X X I  A l l o t m e n t  H i s t o r y

F F Y  9 8 F F Y  9 9 F F Y  0 0 F F Y  0 1

• Allotted amount is reimbursed at a higher federal match

• Alaska has not received it’s fair per capita share of federal funds
• It is expected that redistribution will make Alaska whole
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Est.
1996 1997 1998 1999 2000 2001 2002 2003

AK FMAP C a lc u la t io n  44.35% 46.86% 49.90% 52.26% 54.13% 56.04% 53.01% 54.00%

AK FMAP Ad justed 50.00% 50.00% 59.80% 59.80% 59.80% 60.13% 57.38% 58.27%

7 0 . 0 0 %  

6 0 . 0 0 %  

5 0 . 0 0 %  

4 0 . 0 0 %  H  

3 0 . 0 0 %  - 

2 0 . 0 0 %  -  

1 0 . 0 0 %  -
■

0 . 0 0 %  -

•• ■ ■
 ___________

□  A K  F M A P  

C a l c u l a t i o n

□  A K  F M A P  

A d j u s t e d



S t a t u s  a n d  I m p a c t  o f  t h e  F M A P  R a t e  R e d u c t i o n

•  P r o b l e m

-  F e d e r a l  s t a t i s t i c a l  c h a n g e  i n c r e a s e d  A l a s k a  p e r  c a p i t a  i n c o m e  a b o v e  

N a t i o n a l  a v e r a g e  — r e s u l t  i s  l o w e r  F M A P

-  F F Y 0 1  F M A P  r a t e  a d j u s t m e n t  t o  6 0 . 1 3 %  m i t i g a t e s  d e c r e a s e

-  F F Y 0 2  R a t e  s e t  a t  5 7 . 3 8 %

-  F F Y 0 3  R a t e  c a l c u l a t i o n  a t  5 8 . 2 7 %

-  E a c h  1 %  d r o p  i n  F M A P  c a n  m e a n  a s  m u c h  a s  $ 8  m i l l i o n  i n  g e n e r a l  f u n d  

d o l l a r s

•  P o t e n t i a l  f o r  S o l u t i o n

-  W o r k  t o w a r d  p o s s i b l e  r e d u c t i o n  c a p  o f  1 %

-  C o n g r e s s i o n a l  e c o n o m i c  s t i m u l u s  p a c k a g e



m e d i c a i d
and th e  u n i n s u r e d

M e d i c a i d  b u d g e t s  U n d e r  S t r e s s : 

S u r v e y  F i n d i n g s  f o r  S t a t e  F i s c a l  

y e a r  2 0 0 0 ,  2 0 0 1  a n d  2 0 0 2

Prepared by
Ver no n  s m i t h ,  Ph . D.

E i l e e n  E l l i s

H e a l t h  M a n a g e m e n t  A s s o c i a t e s

P r e p a r e d  f or
The  Ka i s e r  C o m m i s s i o n  on

M e d i c a i d  and t he  U n i n s u r e d

O c t o b e r  2 0 0 1



... . i f': f '• .... ’ .! I . ' |
The Kaiser Commission on Medica id and 

the Uninsured serves as a pol icy institute 

and forum for an a l y z in g  heal th care 

coverage and access  for the low-income 

population and a s se s s in g  options for 

reform. The Commission, begun in 1991, 

strives to bring increased publ ic aware­

ness and expanded ana lyt ic  effort to the 

policy debate over health coverage and 

access ,  with a spec ia l  focus on Medica id 

and the uninsured. The Commission is a 

major ini tiat ive of The Henry i .  Kaiser 

Fami ly Foundation and is based  at the 

Foundation's Washington, D.C. of f ice.

J a m e s  R.  T a l l o n  
Chairman
D i a n e  R o w l a n d ,  S c . D .
Execut i ve  Director
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Medicaid, a joint federal-state program, provides health and long-term care coverage for 
over 40 million Americans. Medicaid is often the only source of health coverage 
available for low-income children, a critical support for people with disabilities in the 
community and the sole source of financial assistance for nursing home care. Federal 
Medicaid payments are projected to be $130 billion in fiscal year 2001, while state 
spending is estimated to be about $94 billion. Medicaid is the largest source of federal 
funds to the states accounting for 44 percent of all federal grants-in-aid in 1999.

Attention has focused on recent Medicaid spending growth. Although the growth in 
Medicaid spending has been substantially below the levels experienced a decade ago, it 
has stood out because it comes on the heels of historically low spending increases and 
revenues are beginning to decline is some states. The purpose of this study is to provide 
current information on Medicaid spending, identify the factors that states report are 
contributing to spending increases and describe the actions states are taking to limit 
spending growth. A survey of state Medicaid directors was conducted during May and 
June 2001 to examine details of each states’ budget for the years 2000, 2001, and 2002.

This study finds that Medicaid expenditures are growing due to a number of factors, 
including medical inflation facing the health system generally, increased costs due to 
prescription drugs, “catch up” increases in provider payment rates, expansion of 
community-based long-term care, increased enrollment, and state efforts to refinance 
current state spending with more federal dollars. To meet Medicaid spending obligations 
in state FY 2001, 37 states provided supplemental funding beyond original legislative 
appropriations, typically drawing from a Medicaid trust or reserve fund or transfer of 
funds from other programs. The picture for FY 2002 looks bleaker because state 
revenues are declining and many states have been dipping into their year-end balances to 
address budget shortfalls. Twenty states are starting off FY 2002 anticipating that they 
have underfunded Medicaid. As cf Summer 2001, states were not planning to cut back 
on eligibility or services, but were particularly concerned about the growth in pharmacy 
costs for elderly and disabled beneficiaries. However, the economic picture in many 
states is rapidly deteriorating and state Medicaid programs are headed toward a difficult 
period that could be exacerbated by an economic downturn.

1



M edicaid ’s Role in the States

Medicaid is a joint federal and state program that is administered by the states within 
federal guidelines. Each Medicaid program is different reflecting state priorities in 
coverage and be.efits. Within the federal structure, states enroll beneficiaries using their 
own eligibility criteria, decide which services are covered, and set payment rates for 
providers. States also decide other key policies, such as which eligibility groups receive 
care within a managed care system, how the state will use Medicaid to finance a range of 
other medical services such as those provided through the mental health or public health 
systems, and special payments to hospitals that serve a disproportionate share of indigent 
patients.

State Medicaid programs currently provide health coverage to over 40 million Americans 
annually, or more than 12% of the U.S. population.1 Medicaid provides health coverage 
for over 20% of all children in the U.S. Medicaid pays for the births of over one-third of 
all U.S. children. Almost three-fourths of all Medicaid beneficiaries are low-income 
children and their parents. Among the remaining one-fourth, about 10% are elderly, and 
about 15% are persons with disabilities. Medicaid is the single largest payer for long­
term care, accounting for half of all nursing home spending and nearly 40% of home and 
community-based spending. While children and their parents comprise the majority of 
Medicaid beneficiaries, elderly and disabled beneficiaries account for 70% of Medicaid 
spending on benefits reflecting their greater health and long-term care needs.

Medicaid Provides Substantial Federal Funds to the States

The federal and state governments share in the financing of Medicaid expenditures. In 
fiscal year 2000, Medicaid spending totaled about $207 billion. This amount includes all 
State, local and Federal funds. Altogether, Medicaid helped to finance 73% of all State 
health spending. The federal share is determined annually based on a formula (known as 
the Federal Medical Assistance Percentage or FMAP) that adjusts for per capita personal 
income. The federal share currently ranges from 50 to 77% and averages 57%. Because 
of the matching formula, state spending on Medicaid brings increased federal dollars to 
the state. At a 50% matching rate, a state draws down one federal dollar for each state 
dollar it spends. At a 70% matching rate, a state draws down $2.33 in federal funds for 
every $1 it spends. Medicaid’s matching formula provides an important vehicle for 
states to leverage federal dollars to increase funding for health and long-term care 
services.

From a State fiscal perspective, Medicaid is a large program relative to the overall State 
budget. Federal Medicaid spending represents, on average, 15% of state general fund 
expenditures in FY 2000 and about 20% of all State spending, including general fund, 
and Federal funds (Figure l).2 Medicaid is the largest share of total federal grants to

1 Data are for the most recent year for which HCFA data are available, Federal fiscal year 1998, and reflect 
the number of persons enrolled for one or more months during the fiscal year. Cited in: Christie Provost 
and Paul Hughes, "Medicaid: 35 Years of Service,” Health Care Financing Review, Fall 2000 / Volume 22, 
Number 1. 141-174.
2 National Association of State Budget Officers / Reforming States Group, 1998-1999 Stare Health Care 
Expenditure Report, Milbank Memorial Fund, 2001.



s ta te s , c o m p r is in g  4 4 %  o f  $ 2 2 2  b illio n  in  total fed era l gran ts in  1 9 9 9  up from  26%  in  
1 9 8 7  (F ig u r e  2 ) .r

Figure 1: Medicaid Spending as a 
Percentage of State General Fund 

Expenditures, FY 2000

T o ta l = 5 4 6 7  B illion

Figure 2: Medicaid as a Share of Total 
Federal Grants to States, 1987 and 

1999

ToUl a I1M billion ToUl • 1212 billon
111? tw»

M e d ic a id  ex p en d itu re  g row th  can  h ave an im portan t im p a ct o n  the overa ll f isca l 
c o n d itio n  o f  a S ta te . I f  th e grow th  in M e d ica id  g en era l fun d  ex p en d itu res e x c e e d s  the 
g ro w th  in S ta te  r e v e n u e s , le s s  m o n e y  m a y  be a v a ila b le  for  o th er  S ta te  program s. A s  
sh o w n  in  T a b le  1, th e sh are o f  S ta te  b u d gets a llo c a te d  to  M e d ic a id  in crea sed  during the 
ea r ly  1 9 9 0 s , but h as actu a lly  rem ain ed  fairly sta b le  s in c e  1 9 9 5 . H o w ev e r , a s  state 
r e v e n u e  g ro w th  d e c lin e s  and M e d ica id  ex p en d itu res in cr ea se , th is p icture co u ld  ch an ge.

T a b le  1
M e d ic a id  a s  a  S h a r e  o f  S ta te  G e n e r a l  F u n d  a n d  T o ta l

1987-2001

S ta te  F isca l Y ea r M e d ica id  G en era l F u n d  
S p e n d in g  as % o f  S ta te  

G en era l F und  E x p en d itu res

M e d ica id  T ota l S p en d in g  as  
% o f  T o ta l S ta te  

E xp en d itu res, all Fund  
S o u r ces

1987 8.1% 10.2%

1 9 8 9 9 .0 % 11.3%

1991 10.5% 14.2%

1993 13.3% 18.8%

1 9 9 5 14.4% 19.8%

1 9 9 7 14.6% 2 0 .0 %

1 9 9 9 14.4% 19.5%

2 0 0 1 14.7% 19.6%

S o u r c e :  N A S B O , S ta te  E x p e n d i tu r e  R e p o r t , v a r io u s  years.

R e c e n t  M e d ic a id  S p e n d in g  G r o w th  R e f le c ts  P r o g r a m  P r io r it ie s ,  H e a lth  C a r e  
I n f la t io n ,  a n d  S t a t e  F in a n c in g  S tr a te g ic s

T h e  cu rren t rise  in  M e d ica id  ex p en d itu res fo l lo w s  a p er io d  o f  u n p reced en ted  lo w  grow th  
in th e M e d ic a id  p rogram  d u e p rim arily  to en ro llm en t d e c lin e s  and restr iction s on  
d isp r o p o r tio n a te  sh are h osp ita l p a y m e n ts . T h e  p er io d  from  1 9 9 5  to 1998  w a s  
c h a ra c ter ize d  by a rob u st e c o n o m y , rap id ly  d rop p in g  w e lfa r e  ro lls  and a d ec lin e  in the 

n u m b er  o f  p e o p le  e n ro lled  in M ed ica id . In ad d ition , lo w  h ea lth  care in fla tion , state lim its

3 National Association o f  State Budget Officers, 1999 State Expenditure Report, 2000.
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on  p ro v id er  p a y m en ts, and in crea sed  u se  o f  m a n a g ed  care resu lted  co n tr ib u ted  to  th e  s lo w  
g ro w th  in sp en d in g .4 B e tw e en  1 9 9 5  and  1 9 9 7 , the a v era g e  an nu al g ro w th  rate in  
M e d ica id  ex p en d itu res averaged  3 .2 % , the lo w e s t  rates in  the h isto ry  o f  th e p ro g ra m  
(F ig u re  3 ) . 5

Figure 3: Average Annual Growth Rates of 
Total Medicaid Expenditures, 1990-2000

A*»r*o* Annual OmrA
SO% ----
25%

20%
15%

10%
5%

0%
1090-92 1992*95 1995-97 1997-98 1998-2000*

F#d*r*l Fl*c«l Y#*r

• Humt on uMM  *4 trwtiW 
GOmCt UtwitoMJaaiV’MIM 3JH

H o w ev e r , b eg in n in g  in 1997 , M e d ic a id  ex p en d itu res b egan  to g ro w  a g a in , a v e r a g in g  
5 .2 %  from  1 9 9 7  to 1998  and 5 .5 %  fro m  19 9 8  to  1 9 9 9 , w ith  s ig n s  that sp e n d in g  w a s  
lik e ly  h ead ed  u pw ard . 6 7 E x p en d itu res p er e n ro llee  in creased  by 6 .8%  b e tw e e n  1 9 9 7  and  
1 9 9 8 , w ith  the g row th  greatest fo r  the d isa b led  (7 .4 % ) and e ld e r ly  (5 .5 % ) a n d  lo w e s t  fo r  
the ad u lts and ch ild ren  (3 .7% ) (F ig u r e  4 ) .

Figure 4: Growth of Expenditures per 
Enrollee by Eligibility Group, 1997- 

1998

Crown run

All Group* Eldcrty OUabkd Adult* A 
Child ran

UM (•rw>»>w as rU n*rw CV< f*f—*■*». 
»nuin( or u vw vsa imtrxxrt i»t«*vwt.j*M>rw<M /no

S in c e  1 9 9 8 , a n u m b er o f  factors h a v e  c o m e  to g eth er  to  gen era te  h ig h er  ra tes o f  g r o w th  in  
M e d ica id  sp en d in g  (F igu re 5). A m o n g  the s ig n if ic a n t factors are:

4 Brucn and Holahan, 2001. Also see: U.S. General Accounting Office, “Memcaid: Sustainability o f  Low  
Spending Growth is Uncertain,” GAO Report No. HEHS-97-128 (Washington, DC: GAO, June 27, 1997).
5 Brian Brucn and John Holahan, M edicaid Spending Growth Remained M odest in 1998, B ut L ikely H eaded  
Upward, Kaiser Commission on Medicaid and the Uninsured, February 2001.
6 Brian Brucn and John Holahan, M edicaid Spending Growth Remained M odest in 1998, But L ikely H eaded  
Upward, Kaiser Commission on Medicaid and the Uninsured, February 2 0 0 i. Publication 2230.
7 National Association o f  State Budget Officers /  The Reforming States Group, 1998-1999 S ta te Health  
Expenditure Report, Milbank Memorial Fund, 2001.
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Figure 5: Converging Trends Are Causing 
Medicaid Expenditure Growth

• Increasing inflation In health care market
-  P re ssu re  to Inc rease provider payments
-  H igher cos ts tor b rand and generic prescription drugs

• Chang ing health care utilization
-  Re lian ce  on hom e- and community-based services
-  G rea te r u se o ( prescription drugs, new technology

• Expanding enrollment
-  Eligibility expansions
-  G row th o l the d isab led population In Medicaid

• Use of upper payment lim it (UPL) arrangements

H ealth  care price in fla tion  in the gen era l h ealth  care m ark et p la c e  b eg a n  to  

in crea se  in  199 9 . A t th e sa m e tim e annual in creases in p riva te  h ea lth  
in su ran ce  p rem iu m s in cr ea se d  su b stan tia lly . M e d ic a id  m u st o p era te  in  the  

sa m e  h ea lth  care m ark et p la c e  as o th er  h ealth  care p u rch a sers . T h e  fo r c e s  that 
p la c e d  p ressu re  o n  the p r iva te  h ealth  in su ran ce rates a lso  p la c e d  p ressu re  on  

M e d ic a id  to  in crease p ro v id er  p a y m en t rates, p articu lar ly  in  S ta te s  that h ad  
n ot in crea sed  rates in se v er a l y e a r s .8

A n  ad d ition a l factor, h o w e v e r , w a s  the substantial in cr ea se  in  sp en d in g  for  
p rescr ip tio n  dru gs. M e d ic a id  p rogram s sp en t $ 1 1 .7  b illio n  fo r  p rescr ip tio n  
d ru gs in  1 9 9 8 , a 14 .8%  in cr ea se  o v e r  19 9 7  sp en d in g  le v e ls  (F ig u r e  6 ) . A g a in ,  
r is in g  dru g c o s ts  arc n o t  lim ite d  to th e M e d ica id  p rogram . H o w e v e r , b e c a u se  

M e d ic a id  c o v e r s  a p o p u la tio n  in p o o rer  h ealth  than th e  p o p u la tio n  in  gen era l, 
the p rogram  is p articu lar ly  v u ln era b le  to  r isin g  drug co s ts .

Figure 6: A verage Annual Growth of 
Medicaid Spending  for Selected Services, 

1997-1998
14 .8%

Total Madlcald 3r'-acrit>«d Othoc Long-TarmSpending Drug a Acute Caro Caro
IBM

Expenditure*: 5170 J12 $71 315
(bill Iona)

Nil* Cuaa iW rvuV (rnoxlonOvj* bj f*r»
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■ T h ere  w a s  a net d e c r e a se  in  the n u m b er o f  m an aged  ca re  o r g a n iz a tio n s  se rv in g  

the M e d ic a id  m arket. T h o s e  that e x ite d  the M e d ic a id  m ark et o fte n  c ite d  
lo w M e d ic a id  p a y m en t ra tes. M a n a g ed  care o r g a n iz a tio n s  c o n t in u in g  to  

participate in  M ed ica id  w er e  a b le  to secu re  s ig n if ica n t in c r e a se s  in  p a y m en t  
ra tes .9

8 Christopher Hogan, Paul B. Ginsburg, and Jon R. Gabel, ‘Tracking Health Care Costs: Inflation Returns,"
Health A ffairs , Vol. 19, Number 6 (November/December 2000),
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■ M e d ic a id  en ro llm en t b eg a n  to in c r e a se  in 1 9 9 9 , re v er s in g  a  th ree-year  
d o w n w a r d  trend. U .S . M e d ic a id  e n r o llm e n t  d e c r e a s e d  in  1 9 9 6 , 1 9 9 7  and  
1 9 9 8 , fo r  a total th ree -y ea r  d e c r e a se  o f  3 .1 % .10 O v e r  th e tw e lv e  m o n th s from  
D e c e m b e r  19 9 8  to D e c e m b e r  1 9 9 9  M e d ic a id  e n r o llm e n t in c r e a se d  b y  3 .9 % ."  
T h e  S ta te  C h ild ren ’s  H ea lth  In su ra n ce  P rogram  (S C H IP ) w a s  en a cte d  in 19 9 7  
and im p lem en te d  b y  the S ta tes b e g in n in g  in 1 9 9 8 . F o r  the first t im e  ever, 
S ta tes  o rg a n iz ed  e ffo r ts  to find  and en ro ll lo w - in c o m e  u n in su red  ch ild ren  in  
th e ir  S C H IP  p rogram s. T h e s e  o u trea ch  e f fo r ts  fo r  S C H IP  h ad  a ca se -fin d in g  

e f fe c t  fo r  M e d ic a id .12 In  m an y sta tes , in c r e a s in g  th e en ro llm en t o f  lo w -  
in c o m e  ch ild ren  b e c a m e  a p o lic y  p riority . In a d d itio n , en ro llm en t o f  the 
d isa b led  w h o  h a v e  co n sid er a b ly  h ig h e r  per ca p ita  c o s ts  a lso  g rew .

" A n  ad d ition a l factor  le a d in g  to grea ter  M e d ic a id  e x p e n d itu r e  g ro w th  is  the  
in crea se  in  “upper p a y m en t le v e l” or U P L  f in a n c in g  p rogram s. In these  

p ro g ra m s, sta tes  p ay  ra tes that are h ig h e r  than  reg u la r  M e d ic a id  
re im b u rsem en ts to  p u b lic ly -o w n e d  fa c il it ie s  w h o  return s o m e  o f  the extra  

p a y m e n ts  to  the sta te . T h e  sta tes  g e t  fed er a l m a tc h in g  fu n d s b a sed  o n  the 
h igh er p a y m e n ts , s o  th ey  c o lle c t  ad d ition a l fed era l m o n e y  w ith o u t a  net 
co n tr ib u tio n  o f  sta te  fu n d s. T h e resu lt is  an “e x p en d itu re  i l lu s io n ” in  the se n se  
that ex p en d itu re s  fo r  M e d ica id  se r v ic e s  ap p ear to  b e h ig h e r  than th ey  rea lly  
are. T h e  n u m b er o f  sta tes  u sin g  U P L  a rra n g em en ts g r e w  rap id ly  in  2 0 0 0 ,  
a lth o u g h  the federal g o v er n m e n t h as n o w  lim ite d  the a m o u n t o f  federal m o n e y  

that s ta te s  ca n  o b ta in  through  th is m e c h a n ism .

T h e  e x p e c te d  in cr ea se  in M e d ica id  ex p en d itu res  h a s  m a te r ia lize d . S ta te s  h a v e  reported  

M e d ic a id  e x p en d itu re  g ro w th  rates o f  8 .9%  fo r  sta te  F Y  2 0 0 0  an d  9 .8 %  for state F Y  
2 0 0 1 . R is in g  h ea lth  care  c o s ts  are an im portant fa c to r  b eh in d  e x p e n d itu r e  g ro w th  rates in  
M e d ic a id . A s  a large third party p ayer, M e d ica id  is  v ery  m u ch  a f fe c te d  b y  c h a n g es  in  the 
h ealth  care  m arket in  g en era l. H ea lth  care c o s ts  an d  p rem iu m s are in cr ea sin g  for  private  
and p u b lic  p ayers , a lth o u g h  M e d ic a id  g ro w th  rates are lo w e r  than  th o se  in the private  

se c to r  (F ig u r e  7 ) . Figure 7: Projected Average Annual 
Growth Rate In Medicaid, Medicare, 
and Private Health Insurance, 2000- 

2005
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For example, in Michigan, Medicaid rates for HMOs were reduced through a bid process in 1997. In 
FY2001 HMO rates increased over 11%. See the Michigan text box later in this document. Also see: Susan 
Felt-Lisk. 2000.
10 Bruen and Holahan, 2001.
11 Eileen Ellis, Vernon Smith and David Rousseau, "Medicaid Enrollment in 50 States: June 1997 to 
December 1999, Kaiser Commission on Medicaid and the Uninsured, October 2000. Publication 2210.
12 CHIP Program Enrollment: D ecember 1998 to D ecem ber  7999, The Kaiser Commission on Medicaid 
and ihe Uninsured, July 2000. Publication 112195
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In m a n y  S ta tes , the h igher g row th  rates fo r  M e d ic a id  ex p en d itu res o ccu rred  a t a tim e  
w h en  the o r ig in a l M ed ica id  ap p rop ria tion s w er e  b ased  o n  lo w e r  rates o f  g ro w th . A t  the  
tim e th ey  w er e  m ad e, the lo w er  ra tes o f  g ro w th  w er e  e a s ily  ju s t if ie d  o n  the e x p e r ie n c e  
o v e r  th e 1 9 9 5 -1 9 9 9  period , and a c o n f id e n c e  that m a n a g ed  care  w o u ld  n o w  co n tro l  
M e d ic a id  ex p en d itu res . In S ep te m b er  2 0 0 0 ,  M e d ic a id  b u d get sh o rtfa lls  w er e  rep orted  in  
se v e n  S ta te s .13 In D e c e m b e r  2 0 0 0 , the N a tio n a l C o n fer en ce  o f  S ta te  L e g is la tu r e s  p o lle d  
all the S ta tes  and fo u n d  that M e d ic a id  ex p en d itu re s  w ere  occu rrin g  at a p a c e  that w o u ld  
e x c e e d  ap p rop ria tion s for S tate f is c a l  y ea r  2 0 0 1  in 2 3  S ta te s .14 A s  S ta te  le g is la tu r e s  
c o n v e n e d  ear ly  in  2 0 0 1 , a n u m b er o f  S ta tes  reported  s lo w e r  rev en u e  g ro w th  an d  h ig h e r  
ex p en d itu re  l e v e i , than had b een  a n tic ip a te d  w h e n  their 2 0 0 1  b u d g ets  w er e  a d o p ted . In 
s o m e  c a s e s , the in creasin g  rate o f  e x p e n d itu r e  in M e d ic a id  b u d gets  w a s  s e e n  a s  a 
co n tr ib u tin g  factor  to  overa ll S ta te  b u d g et p ro b lem s b eca u se  o f  the s iz e  o f  th e  M e d ic a id  

b u d g et sh o r tfa lls ,15 a lthou gh  b u d g et sh o r tfa lls  w e r e  occu rrin g  in  o ther p ro g ra m s as w e ll ,  
in c lu d in g  co rrectio n s  and K -1 2  e d u c a t io n .16

State Medicaid Appropriations and Budgeting Procedures

B y  la w , the M e d ic a id  program , lik e  an y  o th er  sta te  program , can  o n ly  sp en d  fu n d s that 
are ap propriated . L e g is la t iv e  a p p ro p r ia tio n s at th e start o f  the sta te  f isc a l y e a r  d o  n o t  
a lw a y s  m atch  rea lized  exp en d itu re le v e ls .  B u d g e t  fo reca stin g  is su b ject to u n certa in ty  
and th e actual b u d g et n eed  can  fa ll w ith in  a w id e  ran ge. In d eterm in in g  the sta te  b u d g et, 
p o licy m a k er s  w e ig h  the c o n se q u e n c e s  o f  o v e r -b u d g e tin g  v ersu s u n d er -b u d g etin g  
M e d ica id . A n  o v er -a llo ca tio n  o f  fu n d s  fo r  M e d ica id  co u ld  m ean  few er  fu n d s a v a ila b le  
fo r  o th er  p rogram s. O n the o ther h an d , an u n d er -a llo ca tio n  o f  fu n d s tow ard  M e d ic a id  
that b e c o m e s  apparent later in  the f is c a l y ea r  c o u ld  resu lt in the n eed  for  a d d itio n a l 
ap p rop ria tion s, particu larly  i f  it is  to o  la te  in  the y ea r  to m ak e p o lic y  c h a n g e s  that w o u ld  
red u ce  exp en d itu re  le v e ls  for that y ea r . B e c a u se  M e d ica id  is  an en titlem en t p rogram , the 
sta te  is  req u ired  to p ay  for c o v e r e d  s e r v ic e s  that are p ro v id e  to p erso n s  w h o  are e n ro lled .

In so m e  c a ses , p o licy m a k ers  r e c o g n iz e  th e p o ss ib ility  that the in itia l ap p rop ria tion  fo r  
M e d ic a id  m ay  n ot b e the final ap prop ria tion  b e c a u se  o f  the d iffic u lty  o f  fo r e c a st in g  the  

e x a c t  a m ou n t n eed ed  for the b u d g et year. T h e  leg is la tu re  and the e x e c u t iv e  b ran ch  w ill  
track M e d ic a id  ex p en d itu res th rou gh  the year , u p d ate  their fo reca sts  a s  data  b e c o m e  

a v a ila b le  for actual m on th ly  e x p en d itu re s , and  then  near the en d  o f  the y ea r  w h e n  the  
actual n eed  is  m ore  certain  d eterm in e  i f  a su p p lem en ta l appropriation  is  n e c e ssa r y . In  
o th er  c a s e s , th e leg is la tu re  m a k es an ap p rop r ia tion  b ased  on  the b est  fo r e c a st  o f  n eed , 
e x p e c ts  that a m o u n t to  be su ff ic ie n t  fo r  th e year, b u t actual ex p en d itu res  e x c e e d  

e x p e c ta tio n s . T h is  crea tes an u n e x p e c te d  n eed  to  a lign  ex p en d itu res w ith  th e  a u th o r ized  
fu n d in g  lev e l.

13 Charles Ornstein, "New Cost Problems Plague M edicaid-Rising enrollment, drug costs among causes as 
Texas, other States face budget overruns." Dallas M a m in s News, September 23, 2000. 1 A.
14 National Conference o f  State Legislatures, Slate v iscal 0> look fo r  2001, December 2000. The 23 States 
included: AZ, CO, CT, DE, FL, GA, ID, IL, IN, KY, ME, MD, MA, MO, MT, NM, NC, OH, OK, TX, VT, 
VA, WA.
15 Pamela Belluck, “Free Spending in Flush Times Coming Back to Haunt States,” N ew  York Times, 
March 19, 2001, A14.
10 As o f February 2001,31 States expected to make supplemental appropriations for fiscal year 2001 for 
various State programs, such as corrections or K-12 education. National Conference o f  State Legislatures, 
State Fiscal Outlook for 2001, February Update, as updated March 8 ,2001.



A  M e d ica id  b u d g et sh ortfa ll is  sa id  to  o ccu r  w h en  M e d ic a id  sp e n d in g  fo r  th e S ta te ’s  
f isca l y e a r  e x c e e d s  th e  a m ou n t th e leg is la tu re  au th orized  in the M e d ic a id  appropriation  
fo r  that year. T h e  e n t it le m e n t nature o f  M e d ica id  m a k es it  m o re  d iff ic u lt  to in terpret a  
b u d g et sh ortfa ll. P o lic y  m ak ers k n o w  that u ltim ate ly  the fu ll o b lig a t io n s  o f  M e d ica id  w ill  
b e  p a id , ev e n  i f  th ey  w ere  n ot fu lly  au th orized  in th e orig in a l ap propriation . In  a g iv e n  
b u d g et situ a tion , a le g is la tu r e  m ig h t ev e n  in ten tio n a lly  u nd erfu nd  M e d ica id , e x p e c t in g  to  
return later in  th e f isc a l y ea r  to r e so lv e  an an tic ip ated  b u d g et sh ortfa ll w h e n  the actual 
b u d g et req u irem en ts fo r  the y ea r  are m ore certa in .

A  m ore  d iff ic u lt  s itu a tio n  o cc u r s  w h e n  a b u d get sh ortfa ll is  en tire ly  u n an tic ip ated . T h is  
w o u ld  o c c u r  w h e n  actu a l ex p en d itu re s  e x c e e d  e x p ec ta tio n s  e v e n  w h en  p o lic y  m akers  
w er e  c o n fid e n t  that th e am o u n t w o u ld  be su ff ic ie n t  for the y ea r  b e c a u se  the leg is la tu re  
m a d e its  or ig in a l ap p rop ria tion  fo r  M e d ica id  b ased  o n  w h at w er e  regard ed  as rea so n a b le  
a ssu m p tio n s  a b o u t th e fu ture. T h is  crea tes  an u n e x p e c ted  n eed  to  ad ju st e x p en d itu re s  or  
th e au th orized  fu n d in g  le v e l, or b oth . W hen  the b u d get sh ortfa ll is  id en tifie d  w e ll  in to  the  
f isca l year , as o fte n  o cc u r s , there is  in su ffic ien t tim e to ad ju st th e p a c e  o f  sp en d in g . T h e  
o n ly  a ltern ative  m a y  b e  to fin d  a so u rce  o f  fu n d s to  c o v e r  th e M e d ic a id  o b lig a tio n s .

W h en  e x p en d itu re s  e x c e e d  appropriations, p o licy m a k er s  ca n  red u ce  ex p en d itu re s , 
in c r e a se  the b u d g et, o r  (in  so m e  s ta te s )  sh ift  th e c o s ts  to a fu ture year . R e d u c in g  
ex p en d itu re s  ty p ic a lly  in v o lv e s  red u ction s to c o v e re d  b en efits , p ro v id er  p a y m e n t le v e ls , 
or e lig ib ility  le v e ls  fo r  b en efic ia r ie s . Im p lem en tation  o f  an y  o f  th e se  s tra teg ies  takes tim e  
and  m ay  b e p o lit ic a lly  in fe a s ib le  during the cou rse  o f  a fisca l year . S im ilar ly , sh iftin g  
c o s ts  to  a  future y e a r  m a y  n ot b e an o p tio n . M o s t  sta tes u se  an accru a l a c c o u n tin g  
m eth o d  for M e d ica id  w h ere  the fin an cia l o b lig a tio n  is  b o o k e d  in  th e  y ea r  in w h ich  the 
se r v ic e  w a s  ren d ered , n ot y ea r  in w h ich  the p a y m e n t o ccu rs . H o w e v e r ,  in  sta tes  that u se  
a cash  a cc o u n tin g  m eth o d  for M e d ica id , p rov id er p a y m en ts  m ay  b e  d eferred  to  the n ex t  
f isca l year, w h en  a d d ition a l fu n d s w o u ld  b e  a v a ila b le . In sta tes  w ith  a b ien n ia l b ud get, it 
m a y  b e p o ss ib le  to  sp en d  fu n d s in the first y ea r  o f  the b ien n iu m  that w ere  o th e rw ise  
in te n d ed  fo r  the s e c o n d  year.

I f  su ff ic ie n t  e x p en d itu re  red u ctio n s o r  p aym en t deferra ls are n ot a c c o m p lish e d , it  is  
n ece ssa r y  to secu re  ad d ition a l fu n d in g . U su a lly  this is  a c c o m p lish e d  by a le g is la t iv e  
ap p rop ria tion  o f  su p p lem en ta l fu n d s (so m e tim e s  referred  to as a “d e f ic ie n c y  

ap p rop ria tion ”), d ra w in g  from  a sp e c ia l M e d ica id  reserve or trust fu n d  or transferring  
fu n d s to  M e d ic a id  fro m  other p rogram s. In so m e  sta tes, it is  c o m m o n  p ra ctic e  fo r  

M e d ic a id  o ff ic ia ls  to  return to  the le g is la tu r e  part w a y  through  th e f isca l y ea r  to  report on  
cu rren t ex p en d itu re  tren d s an d  to  req u est a su p p lem en ta l ap p rop ria tion  o f  n ece ssa r y  
(E x h ib it  1). In a  f e w  sta te s , the leg is la tu re  an d  the e x e c u t iv e  b ran ch  h a v e  crea ted  a 
form al p r o c e ss  to  fu n d  M e d ica id . O n  p rescr ib ed  d ates, a sp e c ia l c o n s e n s u s  m ee tin g  is 

h e ld  to reach  a g r e e m e n t a m o n g  b u d g et forecasters on  the a m o u n t n e e d e d  to fu lly  fund the 
p rogram  as it h as b een  d e f in e d  b y  la w . T h e leg is la tu re  then a ssu re s  that th e n ecessa ry  
fu n d in g  is  availab le .
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Exhibit 1

B u d g e t in g  P r o c e d u r e s :  C o m m e n ts  o f  S ta t e  M e d ic a id  O f f ic ia ls

“ In ou r S ta te , sh o rtfa lls  are a stand ard  p roced u re . (L eg is la tu r e  ap p rop ria ted  $ 3 8  
m illio n  le s s  than a g en cy  p ro jected  in 2 0 0 0 .) ” .

“ M e d ic a id  is  th e b a lan c in g  act for  the S tate b u d g et. T h e  le g is la tu r e  fu n d s us to  the  

e x te n t  th ey  are a b le .”

“ W e d id  not start o f f  20 0 1  as a fu lly  fu n d ed  p ro g ra m .”

“In o u r  S ta te , th e leg is la tu re  ap p rop ria tes on  the b a s is  o f  a v a ila b le  fu n d s. A lm o st  all 
th e  cu ts  h a v e  to b e born e by ed u c a tio n  and M e d ic a id , b e c a u se  th e rest o f  S ta te  

g o v e r n m e n t is  sta tu torily  p ro tec te d .”

“M o st  o f  ou r sh ortfa ll c o m e s  from  d elib era te  u n d erfu n d in g . I f  y o u  lo o k  at the 
g ro w th  rate, M e d ic a id  is  b u d g eted  to  g ro w  5%  to  6%  p er y ear , b u t it h a s  b een  
g r o w in g  e v e r y  y ea r  10%  to 11% .”

“ Y e s , [ w e  e x p e c t  a sh ortfa ll], it is  th e gen era l w a y  th in g s are d o n e . W e  ju s t  e x p e c t  it 
e v e ry  year . W e  b u d get M ed ica id  v ery  t ig h tly .”

“T h e  b u d g et p ra ctice  is  to u se  a re v e n u e  an d  c a se lo a d  es tim a tin g  c o n fe r e n c e .”

“T e c h n ic a lly , w e  can n ot h ave a sh ortfa ll b e c a u se  w e  u se  a “c o n se n su s  p r o c e ss  for  
es tim a tin g  M e d ic a id  and T A N F . H o w e v e r , actual ex p en d itu res  are c o m in g  in  a b o v e  
the o r ig in a l c o n se n su s  e s tim a tes .”

A cc o r d in g  to  the N a tio n a l C o n fer en ce  o f  S ta te  L e g is la tu re s , the o r ig in a l le g is la t iv e  
ap p rop ria tion s fo r  M e d ica id  for S ta te  Fiscal y ea r  1 9 9 9  re flec te d  a v er a g e  an nu al in cr ea se s  
o f  3 .7% . H o w e v e r , the actual rate o f  g row th  in total M e d ic a id  sp en d in g  fo r  1 9 9 9  turned  
o u t  to  b e  5 .5 % 17, after the n ecessa ry  m id -y e a r  su p p lem e n ta l a p p ro p r ia tio n s. F or S tate  
Fiscal y ea r  2 0 0 0 , the average  M e d ic a id  b u d g eted  in crea se  w a s  4 .2 % .13 S ta te  b u d g et  
o ff ic e r s  rep orted  actu al M ed ica id  sp en d in g  g ro w th  in  S tate Fiscal y e a r  2 0 0 0  o f  8 .9 % .19 
T h e s e  p erc en ta g e  d iffer en ce s  b e tw e e n  the or ig in a l le g is la t iv e  ap propriation  and rea lized  
e x p en d itu re  le v e ls  can  be very large d o llar  a m o u n ts that are o f  m a jo r  s ign iF ican cc  to S ta te  

b u d g ets .

Methodology

T h is  stu d y  is  b a sed  on  a su rvey  o f  a ll M e d ica id  p rogram s to  e x a m in e  cu rren t sta te  

M e d ic a id  ex p en d itu re  trends, factors co n tr ib u tin g  to  h ig h er  M e d ic a id  sp e n d in g , and s tep s  
sta tes  are tak in g  to  d eal w ith  them  for three s p e c if ic  years: last y e a r  (s ta te  F Y  2 0 0 0 ) ;  the 
cu rren t y ea r  (S ta te  F Y  2 0 0 1 , that w a s  c lo s in g  as th is  stu d y  w a s  c o n d u c te d );  and n e x t  y ea r  
(s ta te  F Y  2 0 0 2 , fo r  w h ich  b u d gets  w e r e  b e in g  d e v e lo p e d  as th is s tu d y  w a s  c o n d u c te d ) .20

17 NASBO /  Reforming States Group, 2001.
18 “Medicaid Spending on the Rise Again,” State Budget & Tax News, National Conference o f  State 
Legislatures, Volume 19, Number 24, December 15,2000.
19 National Association o f State Budget Officers, The Fiscal Survey o f  the States, June 2001. Table 9.
20 State fiscal years run from July 1 to June 30 for all States except four: Fiscal years begin on April 1 in 
NY, September 1 in TX and October 1 in AL and MI.
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A  fiv e -p a g e  su rv e y  w a s d e s ig n e d  an d  sen t to a ll M e d ic a id  d irecto rs in late A pril 2 0 0 1 .  
T h e  su rv e y  in stru m en t is  a ttached  in A p p en d ix  A . E a ch  M e d ic a id  d irector w a s  then  
c o n ta c te d  to  sc h e d u le  a structured  te le p h o n e  d isc u ss io n , u s in g  the su rv e y  in stru m en t as a  

d isc u ss io n  g u id e . T h e  te le p h o n e  in te rv iew s w er e  c o n d u c te d  d u rin g  the m o n th s  o f  M a y  
an d  June 2 0 0 1 . M e d ic a id  a g e n c ie s  co m p le te d  the su r v e y s  d u rin g  M a y  an d  Ju n e 2 0 0 1 . In  
a b o u t tw o -th ir d s  o f  the sta tes, the su rv ey  w a s  c o m p le te d  in the c o u r s e  o f  th e  sc h e d u le d  
in te r v ie w  w ith  th e  M e d ica id  d irector. In o th er sta te s , the in te r v ie w  w a s c o n d u c te d  w ith  a 
p erso n  d e s ig n a te d  by the M e d ica id  d irector, u su a lly  th e p erso n  r e sp o n s ib le  fo r  th e  
M e d ic a id  b u d get. In ten states, the M e d ica id  a g e n c y  su b m itted  the c o m p le te d  su rv e y  and  
d id  n o t p artic ip a te  in a te le p h o n e  in te rv iew  to  d isc u ss  the r e sp o n se s . F ifty  s ta te s  
c o m p le te d  the su rv e y . R esu lts  w ere  c o m p ile d  in June and Ju ly  2 0 0 1 .

C o n d u c tin g  this su rv ey  p ro v id ed  in sig h t in to the va ria tio n s a m o n g  S ta tes in  h o w  
M e d ic a id  is  d e fin e d , b u d geted  an d  ap propriated  at the S ta te  le v e l .  T h e  term  “M e d ic a id  
b u d g et” w a s fo u n d  to vary in its m ea n in g  a m o n g  S ta tes . S o m e  M e d ica id  o f f ic ia ls  w ere  

ab le  to p ro v id e  in form ation  ab out all s e r v ic e s  fin a n ced  w ith  M e d ic a id  fu n d s. O th ers  
w o u ld  h a v e  fo u n d  that very  d iff ic u lt  or im p o ss ib le , but th ey  w ere  a b le  to p ro v id e  

in form ation  ab ou t the p ortion  fo r  w h ic h  th ey  w ere  r e sp o n s ib le . S o m e  had b u d g e t  data  fo r  
ven d o r  p a y m e n ts  fo r  m ed ica l se r v ic e s , w h ile  o th ers in c lu d ed  p a y m e n ts  fo r  se r v ic e s  
p ro v id ed  through  th e p u b lic  h ea lth  or m en ta l h ealth  s y s te m s . B e c a u se  S ta tes  b u d g et  
M e d ica id  d iffer en tly  the sam e d e fin itio n  co u ld  n ot be a p p lied  to  all S ta tes. F o r  th is  stu d y , 
th e fo c u s  w a s o n  annual rates o f  ch a n g e  so  it w a s  su ff ic ie n t  to  en su re  that sa m e  d e f in itio n  
w a s u sed  for  all three su rv ey  y ea r s . B e ca u se  the d e f in itio n s  v a ried  from  S ta te  to  S ta te , n o  
attem p t w a s  m ad e to  add the b u d g et to ta ls  for all S ta tes . T h e  d e fin itio n  u se d  b y  M e d ic a id  
o f f ic ia ls  fo r  th is su rv ey  m ay  a lso  n ot b e  the sa m e  d efin itio n  u sed  b y  the S ta te  b u d g et  
a g en cy  or le g is la t iv e  f isca l o ff ic e s .

Survey Results

S t a t e  B u d g e t  A p p r o p r ia t io n s  f o r  S ta t e  F is c a l Y e a r  2 0 0 0  a n d  2 0 0 1

W h en  fo re ca stin g  ex p en d itu re  trends an d  d e v e lo p in g  b u d g ets , sta te  p o lic y m a k e r s  ten d  to  
g iv e  g rea ter  w e ig h t  to recen t e x p e r ie n c e . T h e  lo w  sp e n d in g  g ro w th  rates o f  th e la te  
1 9 9 0 ’s m a y  h a v e  resu lted  in in itia l ap propriations that w ere  b e lo w  actual sp e n d in g  in  
sta te  F Y  2 0 0 0  an d  2 0 0 1 . A  n u m b er o f  sta tes rep orted  that th e y  d id  n o t start o f f  s ta te  F Y  
2 0 0 0  or 2 0 0 1  w ith  M e d ica id  as a  fu lly  fu n d ed  p rogram  and, th erefore , the n e e d  to  
ap propriate a d d ition a l m o n e y  fo r  M e d ic a id  la ter in  th e y ea r  w a s  n o t u n e x p e c te d . In both  

sta te F Y  2 0 0 0  an d  F Y  2 0 0 1 , the o r ig in a l le g is la t iv e  ap p rop ria tion s for M e d ic a id  w er e  
b e lo w  th e actual rate o f  grow th  in total M e d ica id  ap p rop ria tion s an d  su p p lem e n ta l  
ap p rop ria tion s w e r e  m a d e  (T a b le  2 ).



T a b le  2 _______________________________________________________

States Reporting Medicaid Shortfalls: FY 2000 and FY 2001

State
Was there a Medicaid SFY 2001 Medicaid SFY  2001 Mcdicaid was mere a Mcaicaid sll0rlfall in Slatc State Shortfall as %  of
budget shortfall in SFY _ , .  , ,  , ~ . 
iq q q i General Fund (m State General Fund

m illions of dollars) Medicaid Budget
Alabama No 66.0 15.651
Alaska Yes ................. .... M .  . 6.555
Arizona No 2 0 .jL 4,191
Arkansas No No —
California Yes No -
Colorado Yes 17.0 1.89!
Connecticut No 71.6 6.39!
Delaware Yes 17.8 8.355
Florida Yes 260.0 7.09!
Georgia Yes 71.3 5.89!
Hawaii No No —
Idaho Yes 33.4 19.79!
Illino is Yes 200.0 NA
Indiana Yes 73.3 7.29!
Iowa Yes 19.9 4.59!
Kansas Yes 13.6 5.59!
Kentucky No No —
Louisiana Yes 21.6: 2.595
Maine Yes 9.0j 2.795
Maryland Yes 196.8 18.29!
Massachusetts Yes 118.5 5.39!
Michigan No No —
Minnesota No 12.0 0.795
Mississippi No No —
Missouri No No —
Montana Yes 6.8 6.29!
Nebraska Yes _____ 3.2 0.995
Nevada No No —
New Hampshire No NA NA
New Jersey No No —
New Mexico Yes 38.8 16.295
New York No No —
North Carolina Yes 113.0 6.89!
North Dakota No 1.8 2.49!
Ohio Yes 237.0 9.795
Oklahoma Yes _____ 9.7; 2.09!
Oregon* NA 12.0 1.99!
Pennsylvania Yes 30.2 0.99!
Rhode Island Yes 20.0 5.39!
South Carolina Yes 2.0 0.59!
South Dakota Yes 2.4 2.595
Tennessee No 2.4 0.19!
Texas Yes 400.0 10.09!
Utah No No —
Vermont No 1.1 0.89!
Virginia Yes 46.2 3.39!
Washington Yes 170.0 15.99!
West Virginia No No —
Wisconsin Yes 17 7 1.79!
Wyoming Yes 9.2 11.89!
Notes to Table 2: For SFY 2000 NA indicates State response was that specific information was not available because 
this was the second year o f biennium and. For SFY 2001 NA indicates no response to this question; States reported 
original appropriations and final expenditures in both general funds and total amounts. These values were used to 
calculate shortfall amounts.
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L e g is la t iv e  A p p r o p r ia t io n s  a n d  M e d ic a id  E x p e n d itu r e s

F o r  sta te F Y  2 0 0 0 ,  2 0  o u t o f  5 0  states reported  that actu a l e x p e n d itu r e s  w er e  in  lin e  w ith  
o rig in a l le g is la t iv e  appropriations. In the rem ain in g  3 0  sta te s , h o w e v e r , ex p en d itu res  
e x c e e d e d  orig in a l le g is la t iv e  a llo ca tio n s . O fte n tim es , th e se  sh o r tfa lls  w er e  an ticip ated  
(E x h ib it  2 ) .  In e v e r y  c a s e , states co v e re d  the a d d itio n a l e x p e n d itu r e s  through  a 
su p p lem en ta l appropriation  or b y  d raw ing from  a sp e c ia l M e d ic a id  reserv e  fund. In at 
le a st  tw o  s ta te s  (K a n sa s  and R h o d e  Island ), a form al c o n s e n s u s  p r o c e s s  a ssu red  ad eq uate  
fu n d in g  fo r  M e d ic a id . T h e  am ou n t es ta b lish ed  th rough  th is c o n s e n s u s  p ro ce ss  is  
a u to m a tica lly  au th o r ized  for  M ed ica id .

FY 2000: Comments of Medicaid and Budget Officials.

“ In S ta te  F Y  2 0 0 0 , p harm acy  c o s ts  again  in c r e a se d  far fa ster  than an y  other  
se r v ic e  typ e  an d  w a s  the s in g le  m ost s ig n if ica n t fa c to r  in flu e n c in g  M ed ica id  
c o s t s .”

“In F Y  2 0 0 0 , w e  m a d e  b u d g et ad ju stm en ts, tran sfers fro m  o th e r  p rogram s, u sed  
$ 6 0  m illio n  fro m  the M e d ica id  T rust Fund and  d e la y e d  th e la st c h ec k  in  2 0 0 0  into

“T h e  b u d g et sh ortfa ll w as partly ex p ec ted . E n ro llm e n ts  in cr ea se d , and the 
a p p rop ria tion  w a s  n o t w h at w a s req u ested . C erta in  c u ts  w e r e  n o t im p lem en te d . A  
drug m an u factu rer la w su it  p reven ted  so m e  p h arm acy  c o s t  co n ta in m en t  
in it ia tiv es .”

“F ro m  1 9 9 2  to  2 0 0 0  the b u d g et w a s flat d u e  to S ta te  r e v e n u e  is s u e s . In  2 0 0 0  
M  ’d ica id  h ad  to  b orrow  from  oth er h ealth  p ro g ra m s for in cr ea se d  n u rsin g  h o m e  

• ates, th e c o s ts  o f  p h arm acy , and to im p ro v e  c o m m u n ity  s e r v ic e s .”

F o r  s ta te  F Y  2 0 0 1 , 13 o u t o f  5 0  sta tes reported  that o r ig in a l le g is la t iv e  ap p rop riation s  
w ere  in lin e  w ith  actu a l exp en d itu res. In the re m a in in g  3 7  sta te s , actu a l ex p en d itu res  
e x c e e d e d  o r ig in a l le g is la t iv e  appropriations. O n  a v era g e , e x p e n d itu r e s  that e x c e e d e d  
o r ig in a l ap p rop r ia tion s c o m p r ise d  6 .1%  o f  the M e d ic a id  g en era l fu n d  b u d g et and ranged  

fro m  .1%  to  19 .7% .

S tate  M e d ic a id  o f f ic ia ls  reported  the rates o f  g ro w th  in M e d ic a id  g en era l fun d  sp en d in g  
and g en er a l fun d  sp e n d in g  for  the entire state (T a b le  3 ) . B a se d  on  in fo rm a tio n  p rov id ed  
b y sta te  M e d ic a id  o f f ic ia ls ,  M ed ica id  program  ex p en d itu re s , o n  a v era g e , in crea sed  faster  

than o v e r a ll sta te  ex p en d itu re s  in  state F Y  2 0 0 0  and 2 0 0 1 . In sta te  F Y  2 0 0 0 , M ed ica id  
g en era l fu n d  e x p e n d itu r e s  grow th  w a s 7 .7% , c o m p a re d  to 5 .6 %  fo r  all sta te gen era l fund  
ex p en d itu re s . In sta te  F Y  2 0 0 1 , M e d ica id  gen era l fu n d  ex p en d itu re  g ro w th  w a s 9 .9%  
co m p a re d  to  7 .1 %  fo r  o v era ll gen era l fun d  e x p en d itu re s .

E x h ib i t  2

2 0 0 1 .”
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Table 3: Average Increases in Total Spending vs. Medicaid Spending, FY2000-2002
S ta te  F isc a l Y ear N u m b er o f  S ta te s  

R ep ortin g
A v e r a g e  In crease in  

M e d ica id  S p en d in g  
(G en eral F un d  D o lla rs)

A v e r a g e  In crea se  in  
T o ta l S ta te  
S p e n d in g  
(G en era l F u n d  
D o lla r s)

2 0 0 0 32 7 .7 % 5.6%
2 0 0 1 3 4 9 .9 % 7.1 %

2 0 0 2  P ro p o sed 2 9 11 .1% 7.4 %

S o u r c e :  H ea lth  M a n a g em en t A s s o c ia te s  S ta te  S u r v ey  M a y /J u n e 20 0 1

M e d ic a id  g re w  fa ster  than the o v er a ll S ta te  g en era l fu n d  b u d g et in ab ou t tw o -th ir d s  o f  the  
S ta tes  in  S ta 'e  F Y  2 0 0 0  (67% ) an d  in F Y  2 0 0 1  (6 8 % ). M e d ica id  gen era l fu n d  sp e n d in g  
w a s  p ro jec te d  to g r o w  fa ster  than the o v er a ll S ta te  gen era l fu n d  b u d g et in th r ee -fo u r th s  o f  
the S ta tes  in  S ta te  F Y  2 0 0 2  (7 6 % ). E x h ib its  3 and 4  d esc r ib e  the b u d g et e x p e r ie n c e  in  
I llin o is  and M ich igan .

E x h ib it  3

I l l in o is  C a s e  S tu d y :  B u d g e t  E x p a n s io n s  a n d  C o s t  C o n ta in m e n t

“In S ta te  F Y  2 0 0 0 , I llin o is  w a s fo r c e d  to  c o n te n d  w ith  a M e d ica id  p rogram  that w a s  
ex p a n d in g  e lig ib ility  to aged  an d  d isa b led  p o p u la tio n s , en ro llin g  m ore ch ild ren  through  
S C H IP , an d  yet still en su rin g  a d eq u a te  re im b u rsem en t rates to h o sp ita ls , lo n g  term  care  
fa c il it ie s , and p h y sic ia n  p rov id ers. T h e  F Y  2 0 0 1  B u d g e t A g re em en t rea ch ed  b y  the  
G o v e rn o r  and leg is la tu re  p ro v id ed  a d d itio n a l re im b u rsem en ts to h o sp ita ls  for  tertiary  
ca re , c o s t -o f - l iv in g  ad ju stm ents fo r  lo n g  term  care an d  n on -in stitu tion a l p ro v id er s  w h ile  
s ta y in g  co m m itte d  to A A B D  [A g e d , B lin d  an d  D isa b led ] and ch ild ren ’s h ealth  
en ro llm en t grow th . Y et, w h ile  a d d r ess in g  n e w  b u d g et in itia tiv es , I llin o is  h ad  to  d ea l 
w ith  e v e r -e sca la tin g  pharm acy c o s ts  that in  F Y  2 0 0 0  had g ro w n  b y  m ore  than 2 2 % . T h e  
co m b in a tio n  o f  in creased  c a se lo a d s , e s p e c ia l ly  A A B D  ca se lo a d s , re la tiv e ly  m o d e s t  

p ro v id er  re im b u rsem en t in crea ses , an d  large annual drug lia b ility  in crea ses, d r o v e  the 
F Y  2 0 0 1  b u d g et b ey o n d  m a n a g ea b le  le v e ls .”

“ In D e c e m b e r  2 0 0 0 , I llin o is  en a c te d  a n u m b er o f  c o s t  co n ta in m en t m ea su res n e c e ssa r y  
to  bring the M e d ica id  program  b a ck  to  m o re  m a n a g e a b le  le v e ls .  T h e se  m ea su re s  

in c lu d ed  red u ction s in p rescr ip tion  d ru g  d isp e n s in g  fe e s , ch a n g es  in p rescr ip tio n  drug  
p ric in g , ex p a n d ed  drug prior a p p rova l and  u tiliza tio n  re v ie w , d e la y e d  im p lem en ta tio n  

o f  the h osp ita l tertiary care re im b u rsem en t in it ia tiv e , and lim ita tion s o f  h o sp ita l 
re im b u rsem en ts  to  the le sser  o f  ch a rg e s  or a llo w a b le  p aym en ts. C o m b in ed  w ith  o th e r  

co n tro l m ea su re s , the estim a ted  s a v in g s  to th e  M e d ic a id  program  w ere  p r o je c te d  to  total 
$ 1 0 0  m illio n  in F Y  2 0 0 1 .” - -E x c e r p te d  fro m  w ritten  su rv ey  resp o n se .



Exhibit 4

E v e r y  B u d g e t  Y e a r  I s  D i f f e r e n t -  A  M ic h ig a n  E x a m p le :

M e d ica id  b u d get s itu a tio n s  c h a n g e  s o  q u ic k ly  that a very  d iffe r e n t  p ic tu re  can  

e m e r g e  from  o n e  y ea r  to  the n ex t. M ic h ig a n  p r o v id e s  a g o o d  e x a m p le , lo o k in g  at the  
three fisca l y ea rs 2 0 0 0 ,  2 0 0 1  an d  2 0 0 2 .

In f isca l year 2 0 0 0 ,  M ic h ig a n  in crea sed  p a y m en ts to H M O s, p h y s ic ia n s  an d  h o sp ita ls  

b y  an average  o f  4% . F o r  p h y s ic ia n s , th is w a s  the first rate in c r e a se  s in c e  1 9 9 1 . F or  
H M O s the in cr ea se  w a s a s ig n if ic a n t  ch a n g e  from  th e 1 9 9 7 - 1 9 9 9  p e r io d , b e c a u se  
M ich ig a n  had d ec r e a se d  H M O  rates through c o m p e t it iv e ly  b id  p r ic es  and  
cu rta ilm en t o f  rate in cr ea se s .

In f isca l year 2 0 0 1 , p h y s ic ia n  p a y m e n ts  w ere  in crea sed  b y  an a v e r a g e  o f  7%  and  
m o st h osp ita l ra tes in cr ea se d  b y  4% . H M O  rate in cr ea se s  a v e r a g e d  m o re  than 11%  
as a resu lt o f  a “r e -b id ” o f  m a n a g e d  care rates. T h e s e  w er e  so m e  o f  th e la r g est  
p rov id er rate in cr ea se s  e v e r  gran ted  b y  M ich ig a n  M e d ica id . T h e y  w er e  ju s t if ie d  b y  
the fact that m o st  M ic h ig a n  H M O s w er e  lo s in g  m o n e y , h ig h e r  p h a rm a cy  c o s ts  and  
their n eed  to c o v e r  h ig h e r  rates p a id  to p rov id ers. W h ile  n o t e v e r y  H M O  b id  w a s  
a cc ep ted , the a v e r a g e  a c c e p te d  b id  r e flec te d  an in crea se  o f  11 .8% .

In fisca l year 2 0 0 2  the E x e c u tiv e  b u d g et o r ig in a lly  in c lu d ed  2%  rate in c r e a se s  for  
p rov id ers. D u r in g  th e le g is la t iv e  s e ss io n , S ta te  re v en u e  e s t im a te s  d e c l in e d  an d  th is  
reco m m en d a tio n  w a s  r e v ise d  to  fr e e z e  p ro v id er  rates at 2 0 0 1  le v e ls .  T h e  le g is la tu r e  
a d op ted  the p r o v id e r  rate fr e e z e .

E ach  o f  th ese  y e a r s  — th e re d u ctio n s  in  the 1 9 9 7  -  1 9 9 9  p er io d , th e 4%  in c r e a se  in  
fisca l year 2 0 0 0 , th e 11 .8%  H M O  rate in crea se  in f isca l year  2 0 0 1  an d  th e  0%  

in crease in f isca l y ea r  2 0 0 2  -  r e f le c ts  the c o n tin u o u s  c h a n g e  that o c c u r s  in  th e S ta te  
b u d get and  M e d ic a id  s itu a tio n s .

F a c t o r s  c o n t r ib u t in g  to  th e  g r o w t h  in  M e d ic a id  e x p e n d it u r e s  in  2 0 0 1

M e d ica id  o f f ic ia ls  w e r e  a sk ed  to id en tify  the k ey  factors co n tr ib u tin g  to  th e g ro w th  o f  
M e d ica id  e x p en d itu re s  in S F Y  2 0 0 1 .  S ta te  o f f ic ia ls  lis ted  m a n y  fa cto rs  that w er e  
con trib u tin g  to in c r e a s in g  M e d ic a id  ex p en d itu res (T a b le  4 ) . T h e  fo l lo w in g  fo u r  w ere  
lis ted  m o st freq u en tly  by S la te  o f f ic ia ls  w h en  a sk ed  s p e c if ic a lly  to  lis t  th e top  tw o  or  
three factors c a u s in g  th e  in cr ea se s  in M e d ica id  c o s ts  in their S tate:

■ P rescr ip tio n  d ru g  c o s t  in cr ea se s
■ P ro v id er  rate in c r e a se s
■ E n ro llm en t in cr ea se s
■ L o n g -te rm  care  c o s t  in cr ea se s
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T a b le  4 :  F a c t o r s
Alabama

Alaska

Arizona

Arkansas

California

Colorado
Connecticut

Delaware

Florida

Georgia

Hawaii
Idaho

Illinois

Indiana
Iowa

Kansas

Kentucky

Louisiana
Maine

Maryland
M assachusetts

Michigan
Minnesota

Mississippi

Missouri
Montana

Nebraska

Nevada

New Hampshire 

New Jersey

Pharmacy (19.9% hcrease), managed care enrollment (3.7% increase), some physician 
rate increases. Other increases are due to better claims processing (claims up 55%). 
Home & community-based services (HCBS) waiver and other non-institutional LTC 
programs (43% cost increase), pharmacy (19% cost increase), and hospital payments 
(14% cost increase).
Pharmacy (18% increase), inpatient hospitalization (3.4% increase), enrollment 
increases (enrolling state-only members in Medicaid and an increase in 1931 
enrollment), home and community-based services waiver (8.8% -12% inflation), 
transportation (3.2% inflation).
Pharmacy (17% growth), nursing homes, upper payment limits for state teaching 
hospitals. ______
Pharmacy (18% increase per unit), outpatient hospital (14% increase), nursing homes, 
physician rates (6% increase), enrollment (3.5% increase).
Pharmacy (18% increase) increased home health utilization.
Pharmacy (20% increase), nursing home and home health care (labor shortage and 
subsequent wage inflation), increased utilization of services (both Fee-for-service and 
managed care), increase in hospital rates.
Pharmacy (21.9% increase), nursing homes (16.4% increase), enrollment increases 
(mainly due to SCHIP outreach and expanded coverage for pregnant women).
Inpatient and outpatient hospital (32-34% increase), pharmacy (12.9% increase), 
nursing homes (8.9% increase).
Pharmacy (increased use of single source brands), increased enrollment (TANF add- 
backs, more disabled), LTC/institutional care (increased rates).
Pharmacy (25% increase).
Enrollment (28.3% increase), surge in CHIP and children's programs, increased 
outreach for CHIP.
Pharmacy (large annual drug liability increases), increase in caseloads (due to 
expanding eligibility (especially for Aid to the Aged, Blind, or Disabled (AABD) and 
children), increase in provider rates.
Pharmacy (21% increase), nursing homes (6% increase), enrollee increase (10.8%). 
Pharmacy, outreach (40% of applicants to SCHIP are referred to Medical Assistance 
Division).
Pharmacy, home health transportation, increased enrollment (about 50% of cost 
increase).
Pharmacy, inpatient hospitals (policy change for 0-stay days), increase in enrollment 
due to aging population, and increased outreach of TANF cases and children.
Pharmacy (16% increase), enrollment (11.7%).
Pharmacy, enrollment expansion for kids, non-institutional care (social services 
residential care, mental health services for kids, adults, ICF-MR, and private non­
medical institutions). ____ ___________
Pharmacy, enrollment.
Pharmacy (14%), managed care rates (22%), long term care and nursing home rates 
(22%).
Pharmacy, provider rate increases.
Home & community-based waiver and other non-institutional LTC programs (41.7% 
increase), pharmacy (11.2%), nursing homes (13.3%).
Pharmacy (31% increase), Poverty-level aged and disabled (PLAD) expansion (17% 
increase).
Increases in pharmacy costs, enrollment, disabled caseloads.
Pharmacy (18.5% increase), mental health, enrollment increases (up 5,000 children and 
500 disabled).
Pharmacy (16% increase), nursing homes (8.4% increase), sharp increases in 
enrollment.
Pharmacy (14% increase), inpatient hospitalization (13% increase), outpatient 
hospitalization (12% increase).
Pharmacy (increases in utilization and cost of product), outpatient hospital cost 
settlements, poverty level and CHIP increases.
Pharmacy (16% increase), managed care (30% increase), dental costs, home health 
costs.

Contributing to Increases in Medicaid Expenditures for FY 2001

15



New Mexico Pharmacy (23.9% increase), enrollment changes including doubling of SCHIP
participants, physicians' fee increases, home & community-based waiver (personal care 
costs increase of $45 million).  :

New York Pharmacy, nursing homes and community-based services, rate increases (e.g. dental),
and eligibility increases (Family Care Plus waiver will add eligibility (or persons aged 19- 
64)l_________     ;

North Carolina Increases in number of services (units) per eligible, increase in cost per unit especially
for drugs, physicians, and hospital inpatient services.

North Dakota Pharmacy (13% increase), nursing homes (3% increase), outreach for CHIP has
increased enrollment. _______

Ohio Pharmacy (22.5% increase), nursing homes (9% increase), enrollment (13% increase).
Oklahoma Provider rate increases (12% payment increases for pharmacy and hospitalization, 35%

increase for nursing homes) and caseload increases.
Oregon Pharmacy (17-20% increase), enrollment increc.'’ies, changes in composition of

Medicaid enrollees including increases in higher cost groups.   1
Pennsylvania Managed care (7.3% increase), pharmacy (16.1 % increase), enrollment increases (due

to welfare reform).
Rhode Island Pharmacy (16% increase), behavioral health, enrollment increases for kids and

disabled.
South Carolina Pharmacy, hospital rate increases, higher utilization of services.
South Dakota Pharmacy, inpatient hospitalization, increases in number of enrollees.
Tennessee Changes in number of people enrolled (temporary restraining order on disenrollment of

waiver population), and pharmacy (double-digit growth).
Pharmacy (increase in number and average cost of prescriptions), slight shift in 
caseload toward aged and disabled and medically needy.
Pharmacy (16-20% increase), inpatient hospitalization (utilization increase), managed 
care.
Pharmacy (20% increase), nursing home (S5 million increase), enrollment (5% 
increase).
Rate increases for providers.
Pharmacy (21.6% increase), caseload growth (6.2% increase in total eligibles), efforts to 
expand DSH and UPL programs.
Pharmacy (increase in utilization and 6% cost increase), increase in dental provider 
rates.
Family-related caseload growth (majority of 4.6% Medicaid enrollment increase), 
pharmacy (9.7% increase), hospital payments (8.4% increase for inpatient and 5% 
increase for outpatient).
Pharmacy (15% increase), and mental health (almost 300% increase for inpatient 
psychiatric services and mental health under 21).

Note: This tabic is based on responses to the question: What arc the two or three most significant contributors 
to the increase in Medicaid expenditures in State Fiscal Year 2001?

Texas

Utah

Vermont

Virginia
Washington

West Virginia

Wisconsin

Wyoming

P r e s c r ip t io n  D r u g s :  T h e  n u m b er o n e  factor  d r iv in g  M e d ic a id  b u d g ets  tod ay  is  pharm acy  
c o s ts . P h a rm a cy  c o s ts  w ere  m e n tio n e d  as o n e  o f  the top  tw o  or th ree k ey  M e d ic a id  c o s t  
d rivers b y  4 8  S ta tes , and 3 6  lis te d  first (F igu re  8 ). M a n y  M e d ic a id  o f f ic ia ls  rep orted  
d ram atic in cr ea se s  in p rescr ip tion  d ru g  c o s ts  (E x h ib it  5 ) .  S ta tes  a ttr ibu ted  p h a rm a cy  c o s t  
g row th  to  in cr ea se s  in the n u m b er o f  p rescr ip tio n s p er e n r o lle e  and  to in fla tio n  in the  
a v er a g e  c o s t  o f  ea c h  p rescr ip tio n . S ta te s  o fte n  m e n tio n e d  an nu al rates o f  in cr ea se  in  their  

p h arm acy  c o s ts  o f  15%  to  20% , w ith  th irteen  S ta tes  rep ortin g  annual in cr ea se s  b e tw e e n  
20%  and 31% . S e v e r a l S ta tes  m e n tio n e d  that th e ir  M e d ic a id  b u d g et n o w  sp e n d s  m o re  for  

p rescr ip tion  d ru gs than for in p atien t h o sp ita l care.

*
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Figure 8: Top Reasons Reported by State 
Medicaid Officials for Medicaid Expenditure 

Growth In FY 2001
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E x h ib it  5

S ta te  M e d ic a id  O f f ic ia ls  R e p o r t  S u b s ta n t ia l  I n c r e a s e s  in  P h a r m a c y  C o s t s

“O v er  h a lf  o f  our su p p lem en ta l is  d u e to  p h a rm a cy .”

“P harm acy -  A n  in crea se  in the n u m b er and a v er a g e  c o s t  o f  p re sc r ip t io n s .”

“P harm acy w a s h a lf  o f  the in crease  the p ast tw o  years, and still c a m e  in  $ 2 5  m illio n  in 
g en era l fu n d s o v e r  b u d get."

“T h e largest im p a ct h as b een  p h arm acy . It h as b een  up 18%  to  20 %  for e a c h  o f  th e p ast  
three years. It has b een  about 10%  p rice  in fla tio n  and 8%  to 9%  in  u tiliz a t io n  p er  
p erso n , o v e r  the w h o le  M e d ica id  p ro g ra m .”

P r o v id e r  p a y m e n ts '.  A lm o s t  tw o -th ir d s  o f  the S ta te s  (3 1 )  in d ica ted  that in c r e a se s  for  
in p atien t or o u tp a tien t h osp ita l s e r v ic e s  con tr ib u ted  to  M e d ic a id  e x p e n d itu r e  g ro w th  in  
their S la te s . 2 2  S ta tes  m en tio n ed  m a n a g e d  care  p a y m e n t in c r e a se s . In s o m e  S ta te s , 
p h y sic ia n  and d en ta l p ro v id er  p a y m en t rates w ere  in crea sed  fo r  the first t im e  in  sev era l 
years.

L o n g - te r m  c a r e :  N u rsin g  h o m e rate in cr ea se s  an d  c o s t  in cr ea se s  fo r  h o m e  an d  

co m m u n ity  b a sed  s e r v ic e s  w ere m e n tio n e d  a s  o n e  o f  the top  tw o  or th ree fa c to r s  in 
M e d ic a id  c o s t  g ro w th  in  ab out h a lf  (2 4 )  o f  the S ta le s . L o n g -te rm  ca re  w a s  lis te d  a factor  
o v era ll in  ab out tw o -th ird s  o f  all S ta te s , p articu lar ly  in  S ta tes  in  th e N o r th e a s t  and u pp er  
M id w e st. A  n u m b er o f  S ta tes  m e n tio n ed  la b o r  sh o r ta g e s  as a co n tr ib u tin g  fa c to r  to  c o s t  
p ressu res.

N u m b e r  o f  p e r s o n s  en ro lle d '.  O ver h a lf  o f  all S ta tes (2 7 )  lis ted  in cr ea sin g  M e d ic a id  
en ro llm en t as o n e  o f  th e  top  tw o  o r  th ree to p  r e a so n s  fo r  cu rren t M e d ic a id  c o s t  g ro w th . 
C erta in ly , in creasin g  en ro llm en t is o n e  o f  th e m o s t  v is ib le  fa cto rs. O v e r  e ig h ty -f iv e  
p ercen t o f  S ta tes  (4 3  o u t  o f  5 0 )  in d ica ted  that r e ce n t in cr ea se s  in  M e d ic a id  en r o llm e n t  
w er e  con tr ib u tin g  to  cu rren t M e d ic a id  c o s t  in c r e a se s . M o st o fte n  S ta te s  m e n tio n e d  
in crea sin g  en ro llm en t o f  ch ild ren  a sso c ia te d  w ith  recen t ou treach  in it ia tiv e s  fo r  th e  S ta te
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C h ild ren ’s H ea lth  In su ran ce Program . S tates u su a lly  m e n tio n e d  that ch ild ren  are 
r e la tiv e ly  le s s  c o s t ly  than o th er grou p s, so  the b u d g et im p a ct w a s  p ro p o rtio n a te ly  le s s  
than the in crea se  in  their n um bers. H o w e v e r  so m e  S ta tes  a lso  m e n tio n e d  s tea d y  in creases  
in the n u m b er o f  d isa b led  ad ults as a co s t  driver. In crea sin g  en r o llm e n t h as b een  a goa l 
o f  m an y  sta te M e d ic a id  p rogram s reflec tin g  the c o n tin u in g  on  rea ch in g  lo w -in c o m e  
u n in su red  ch ild ren , ex p a n d ed  co v e r a g e  o f  the d isa b led , an d  re in sta te m e n t o f  lo w -in c o m e  

fa m ilies  w h o  m ista k e n ly  lo st  c o v e r a g e  under w e lfa r e  re form  e ffo r ts  (E x h ib it  6 ).

E x h ib i t  6

S ta t e  M e d ic a id  O f f ic ia ls  R e p o r t  G a in s  in  M e d ic a id  E n r o l lm e n t :

“O u treach  is  b e in g  d o n e  under the A pril 7 letter. W e  are p a y in g  their b ack  b ills  
and en r o llin g  th em .”

“T h e  a v era g e  n u m b er o f  m on th ly  e lig ib le s  e x c e e d e d  the n u m b er b u d g eted  b y  
o v e r  7 ,0 0 0 .”

“W e  think  the p ercen t o f  e l ig ib le s  en ro lled  h as in cr ea se d  from  ab ou t 50%  in the 
m id -1 9 9 0 s  to  a b o u t 80%  n o w . W e are g e tt in g  p e o p le  in to  th e se  p ro g ra m s that 
w ere n ev er  in  the p rogram  b efore . A t the sa m e tim e , the e c o n o m y  h as taken  
m an y  p e o p le  o f f .”

“W e had  e x p e c te d  a red u ction  in the num ber o f  T A N F  in d iv id u a ls , but w e  sa w  
an in crea se . T h e  d isa b led  c a se lo a d  is in creasin g , and th ey  ten d  to  b e h e a v y  u sers  
o f  p rescr ib e d  d ru g s .”

“W e had s te e p  in cr ea se s  in the n um ber o f  e n r o lle e s . S C H IP  b rou gh t in M e d ica id  
e n r o lle e s  a lso .”

“O ur F a m ily  C are P rogram  is ex p a n d in g  rap id ly . It ju s t  b eg a n  in O c to b er  2 0 0 0 .
In s ix  m o n th s w e  h a v e  1 0 1 ,0 0 0  e n ro llee s  n o w .”

“W e had a m a n d a te  from  ou r leg isla tu re to be a g g r e s s iv e  in g e tt in g  e l ig ib le s  

en ro lled . In 2 0 0 1  w e  sa w  large in creases in the n u m b er  o f  e n r o lle e s . S C H IP  
p a rtic ip a tio n  d o u b led . In M e d ica id  w e  w en t from  3 0 5 ,0 0 0  to  3 2 5 ,0 0 0 .”

“It is  n ot the en tire  c a u se  o f  the M ed ica id  in crea se , but w e  h a v e  a w h o le  lo t m ore  

r e c ip ie n ts  than w e  th ou gh t w e  w ou ld ."

D if fe r e n t  E x p e n d i tu r e  G r o w th  b y  C a s e lo a d  C o m p o n e n t:  A b o u t  h a lf  o f  th e  S ta tes  
in d ica ted  that c o s ts  w e r e  in crea sin g  faster for so m e  c o m p o n e n ts  o f  the M e d ic a id  ca se lo a d  
than for  o th ers in Fiscal y ea r  2 0 0 1 .

S o m e  sta te s  r e sp o n d ed  b a sed  on  the fact that a g g r e g a te  e x p e n d itu r e s  fo r  a particu lar  
c o m p o n e n t o f  the c a s e lo a d  had in creased  faster than fo r  o th er  g ro u p s. S o m e tim e s  this w a s  
a g rou p  that in c lu d e s  h e a v ie r  u sers o f  p rescribed  d ru g s, su ch  as th e d isa b led . T h e  num ber  
o f  e n r o lle e s  m ig h t n ot h a v e  in creased  su b stan tia lly , but total c o s ts  w e r e  g r o w in g  faster  
than fo r  o th er  g ro u p s. In o th er sta tes  large in cr ea se s  in  th e  n u m b er  o f  en r o lle d  ch ild ren  
resu lted  in a h ig h e r  in cr ea se  in ag g reg a te  c o s ts  for  ch ild re n  than fo r  o th er  M e d ica id  

g rou p s, e v e n  th ou gh  ch ild ren  are re la tively  le s s  e x p e n s iv e  o n  a p er  e n r o lle e  b a sis .
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O th er  sta te s  resp on d ed  based  on  th e c o m p o n e n t  o f  M e d ic a id  w ith  th e g rea test in c r e a se  in  
p er  ca p ita  c o s ts .  T h e s e  S ta tes in d ica ted  that p er  ca p ita  c o s ts  fo r  the d isa b le d  w ere  
in cr ea sin g  at a faster rate than o th er  g ro u p s  o f  M e d ic a id  e n r o lle e s  (E x h ib its  7  and 8 ). 
E x h ib i t  7

S t a t e  M e d ic a id  O ff ic ia ls  R e p o r t  t h a t  E x p e n d i t u r e s  a r e  G r o w in g  F a s t e s t  f o r  
E ld e r ly  a n d  D is a b le d  B e n e f ic ia r ie s

“F or w h at e l ig ib ility  group are e x p e n d itu r e s  g r o w in g  fa ste st?  A n y  grou p  that u ses  
p rescr ip tio n  d ru gs, so  that w o u ld  b e  th e d isa b le d  an d  th e a g e d .”

“T h e  three m o st s ig n ifica n t fa cto rs [in  o u r  S ta te] in  the in crea se  in M e d ic a id  
sp en d in g  in 2 0 0 1 : P rescription  d ru gs, h ig h e r  u tiliza tio n  and a s lig h t sh ift  in  the 
c a s e lo a d  tow ard  a g ed  and d isa b led  and  m e d ic a lly  n e e d y .”

E x h ib i t  8

C a s e  S tu d y :  O h io  M e d ic a id  B u d g e t

“W e  w er e  o n  target for the first n in e  m o n th s  o f  th e b ien n iu m . It ju s t  sk y r o c k e te d  
b eg in n in g  in A pril 2 0 0 0  and g o t p r o g r e s s iv e ly  w o r se  ea c h  m o n th .”

“B e c a u se  M e d ic a id  is su ch  a large p o rtio n  o f  the S ta te ’s  b u d g et, O B M  has trad ition a lly  

a sk ed  [M e d ic a id ] to update M e d ic a id  p r o je c tio n s  d u rin g  the b u d g et d e lib era tio n  p r o c e ss , 
s o  w e  ca n  p ro v id e  the m ost t im e ly  a d v ic e  to  the b u d g e t  C o n fer en ce  C o m m itte e . A s  w e  
r e v ie w  ou r M e d ica id  p rojection s, w e  rem a in  c o n c e r n e d  that M e d ic a id  c a s e lo a d  g ro w th  
is  stron g  an d  h ea lth care in flation  c o n t in u e s  to  in cr ea se . F o r  e x a m p le , p h arm acy  c o s ts  are 
ris in g  at a rate h ig h er  than a ssu m e d  in  the E x e c u t iv e  B u d g e t. L a st w e e k  O B M  D ire c to r  
T o m  J o h n so n  e x p r e sse d  to y ou  h is  n e r v o u sn e ss  ab ou t ou r M e d ic a id  fig u r es . I w a n t to  
e c h o  h is  ca u tio n a ry  w o rd s to you  o n c e  a g a in  to d a y .”

“T h e  M e d ic a id  c a se lo a d  is e x c e e d in g  b u d g e t  p ro jec tio n s for the b ien n iu m  [en d in g  June  
3 0 , 2 0 0 1 ]  at an es tim a ted  c o s t  o f  $ 2 7 9 .4  m i l l i o n . . . .  T h e  o v era ll g row th  in C o v e r e d  
F a m ilie s  and C hildren  reflects a p r e v io u s  rea ctio n  to  w e lfa re  reform , w h e n  m an y  
fa m ilie s  d rop p ed  their health  c o v e r a g e  as th ey  le f t  ca sh  a ss is ta n ce , e v e n  th o u g h  their  
h ea lth  c o v e r a g e  co u ld  h ave co n tin u ed . T h is  turnaround  in en ro llm en t h as o ccu rred  in  
r e sp o n se  to  retrain in g cou n ty  e l ig ib i l i t y  w o rk er s , to  ou treach  e ffo r ts  at the S ta te  and  
lo c a l le v e ls  to in form  uninsured fa m ilie s  a b o u t c o v e r a g e  o p tio n s , and  to  le g is la t iv e ly  -  
d irected  s im p lif ica tio n  o f  the e lig ib ility  p ro cess ."

“G row th  in n u rsin g  h o m e co s ts  is in c r e a s in g  at tw ic e  the rate o f  the o r ig in a l e s tim a te  

from  fou r p ercen t to 8 .5% . T h is  tran sla tes in to  a b u d g et sh ortfa ll o f  $ 1 0 5  m illio n . O th er  
A B D  se r v ic e s  are a lsu  ex p er ie n c in g  h ig h e r  c o s t  an d  u tiliza tion . T h is  in crea se  in c lu d es  
h o sp ita ls , p rescr ip tion  drugs an d  c o m m u n ity  b a se d  se r v ic e s , in c lu d in g  h o m e  care, 
d u rab le  m ed ica l eq u ip m en t, p rivate d u ty  n u rsin g  an d  tran sportation ”

- E x c e r p t e d  from  te s t im o n y  o f  B arbara  C o u lter  E d w ard s, O h io  M e d ic a id



C o v e r e d  S e n d e e s '.  S e v e n te e n  S ta tes  in d ica ted  n ew  or e x p a n d e d  c o v e r a g e  o f  s e r v ic e s , 
in c lu d in g  h o m e and co m m u n ity -b a sed  se rv ic es  su ch  as h o m e  h ea lth  care  an d  p erson a l 
care. C o v er a g e  e x p a n s io n s  g en er a lly  w ere  n ot regard ed  as a m ajor d r iv er  o f  c o s t  

in crea ses .

S ta te  A c t io n s  to  C o n t r o l  M e d ic a id  C o s t  I n c r e a s e s  in  2 0 0 1

S ta te s  w er e  a sk ed  to  id en tify  the p o lic y  a c tio n s th ey  had u n d ertak en  in  S ta te  F Y  2 0 0 1  to  
ad d ress the in cr ea se s  in  M e d ic a id  ex p en d itu res. S ta te  M e d ic a id  p ro g ra m s are  
c o n tin u o u s ly  se e k in g  to  ob ta in  b etter v a lu e  as p urch asers in  th e h ea lth  ca re  m ark et p la ce . 
T h is in v o lv e s  a co n sta n t  e ffo r t  to ad ju st p o lic ie s  to co n ta in  and co n tro l c o s ts ,  reg a rd less  
o f  the S ta te  f isca l p o s it io n .

H o w e v e r , S tate F Y  2 0 0 1  w a s  n ot a y ea r  for a g g r e ss iv e  c o s t  c o n ta in m e n t  a c t io n s  b y  m o st  
S tate  M e d ica id  p ro g ra m s, e x c e p t  for the fo c u s  on  c o n tro llin g  p h a rm a cy  c o s ts  (E x h ib it 9 ).  
In deed , S ta tes  se e m e d  in ten t o n  p ro tectin g  recent e l ig ib ility  e x p a n s io n s  fo r  ch ild ren , 
p regn an t w o m e n  an d  th e  w o rk in g  d isa b led . D u rin g  F Y  2 0 0 1 , 17 S ta te s  in d ic a te d  that 
they ad ded  or ex p a n d e d  c o v e r a g e , in c lu d in g  in itia tin g  the o p tio n  fo r  b reast an d  c e rv ica l  
can cer. S evera l S ta tes  in d ica ted  that they exp an d ed  e lig ib ility  o f  s im p lif ie d  the e lig ib ility  
p r o c e ss . It is n o te w o r th y  that fo r  F Y  2 0 0 1  n o  S ta tes  m e n tio n ed  r e d u c tio n s  o f  c o v e r e d  
b en efits  or e l ig ib ility  le v e ls  to con tro l c o s ts .

E x h ib it  9

S ta te  M e d ic a id  O f f i c ia l s  M a in t a in e d  C o v e r a g e  a n d  E l ig ib i l i t y  E x p a n s io n s  in  F Y  
2 0 0 1

“W e are n ot in terested  in  an y  se r v ic e  cu ts at a ll.”

“W e w ill  red u ce  the o u trea ch  fo r  the S C H IP  program  to  k eep  d o w n  th e in c r e a se s  in  
en ro llm en t, b ec a u se  w e ’v e  b een  b rin g in g  in m ore M ed ica id  k id s than w e  e x p e c te d ."

“T h ere  w a s n o  c o s t  c o n ta in m e n t. W e  u sed  to b a c co  d o lla rs  to  in c r e a se  d en ta l rates  
and p h y sic ia n  fe e s , to  in crea se  a c c e s s .”

“W e sa w  an u p tick  at th e en d  o f  2 0 0 0 . T hat led  u s to a su p p le m e n ta l fo r  2 0 0 1 . W ith  
the su p p lem en ta l that le a v e s  u s w ith  e n o u g h  to fin ish  the y ea r .”

“M e d ica id  e x p e n d itu r e s  for 2 0 0 1  s lig h tly  e x c e e d e d  the ap p rop ria tion , b ut th is is  not 

regard ed  as a sh ortfa ll b e c a u se  M e d ica id  had so m e  fu n d s le ft  o v e r  fro m  the first y ea r  
o f  the b ien n iu m .”

T h e  c o m m o n  th em e a m o n g  S ta le s  w ith  a b u d get sh ortfa ll in  F Y 2 0 0 1  w a s  that the  
M e d ica id  sp en d in g  au th oriza tion  w a s in creased  to re flec t the in cr ea sin g  f isca l  
req u irem en ts o f  the p rogram . T h e  in creased  au th orization  w a s  a c c o m p lis h e d  through  a 
su p p lem en ta l ap p rop ria tion , d ra w in g  from  a M e d ica id  trust or r e se r v e  fu n d  or tran sfer o f  
fu n d s from  oth er p ro g ra m s. A lth o u g h  n ot u n iv ersa lly  true, m o st  S ta te s  w e r e  in  the  
fortun ate p o s it io n  to  h a v e  r e se rv es  and gen era l fund  b a la n ces that d id  n ot fo r c e  M e d ica id  

p rogram  red u ctio n s in  2 0 0 1 .
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#
T h e  fo llo w in g  su m m a rize s  action s undertaken  b y  S ta tes  to  co n tro l M e d ic a id  c o s ts  in  S F Y
2 0 0 1 .

“ R estr ic tio n s  on  p rescr ip tion  drug u tiliza tio n  and c o s ts  
" L im ita tio n s  o n  p rov id er rate in cr ea se s  (in  som e. S ta tes)
" In crea sed  u se  o f  m a n a g ed  care  and o th e r  a c t io n s  to co n ta in  c o s ts  or in crea se  

F ed era l rev en u es

R e s t r ic t io n s  o n  p r e s c r ip t io n  d r u g  u t i l iz a t io n  a n d  c o s t s : R e fle c t in g  the priority on  
co n tr o llin g  p rescr ip tio n  drug c o s ts , the p rim ary c o s t  c o n tr o l m ea su res w ere  in  th is area. 
S ta tes  m o v e d  to in cr ea se  the n u m b er o f  brand n a m e p rescr ip tio n  drug p rod u cts that 
w o u ld  b e  su b jec t  to prior au th orization , in trod u ced  n e w  drug u tiliza tio n  ed its , red u ced  

p h arm acy  d isp e n s in g  fe e s , lim ited  the n um ber o f  c o v e r e d  p rescr ip tion s per r e c ip ie n t p er  
m on th , m an d ated  u se  o f  g en er ic  p rod u cts, in stitu ted  a g g r e s s iv e  “M a x im u m  A llo w a b le  

C o st” (M A C ) p ric in g , in creased  the d isco u n t fro m  “ a v er a g e  w h o le sa le  p r ice” (A W P ) and  
c o n tra c te d  w ith  a P h arm acy  B e n e fit  M a n a g ers (P B M ) to  m a n a g e  c o s ts .

L im i ta t io n s  o n  p r o v id e r  r a te s : P ro v id er  fe e s  w e r e  fr o z e n  in at lea st three S ta tes . R ates  
w e r e  cu t  7%  in o n e  S tate . H o w e v e r , in  m o st  S ta tes  p ro v id er  re im b u rsem en t w a s  
in crea sed  d uring  th is period , in c lu d in g  in crea ses  for h o sp ita ls , n u rsin g  h o m e s , p h y sic ia n s  

and d en tis ts .

I n c r e a s e d  u s e  o f  m a n a g e d  c a r e :  M o s t  S ta tes  are a lrea d y  u sin g  m a n a g ed  care e x te n s iv e ly .  
A t le a st  o n e  S ta te  m en tio n ed  ex p a n d e d  u se  o f  m a n a g e d  care as part o f  its  ap proach  to  
co n tr o llin g  M e d ic a id  c o s ts . S evera l S ta tes  m en tio n ed  in cr ea se s  in m a n a g ed  care  
ca p ita tio n  p a y m e n ts  a s a factor in  their in crea sin g  ex p en d itu re  rate.

O th e r  c o s t  c o n ta in m e n t  a c t io n s : T h ree  S ta tes m e n tio n e d  s p e c if ic  in it ia tiv es  d e s ig n e d  to 
im p r o v e  p rogram  in tegrity  and red u ce  fraud and a b u se .

S ta te  a c t io n s  to  in c r e a s e  F e d e r a l revenue-. In the p a st fe w  years, a  n u m b er o f  S ta tes  h ave  
u sed  U p p e r  P a y m en t L im it stra teg ies to the S ta te ’s f in a n c ia l ad van tage . T h e  u se  o f  a U P L  
ap p roach  h as an “ex p en d itu re illu s io n ” e ffe c t  as n o m in a l M e d ica id  ex p en d itu res in crease  
w ith o u t  an  a sso c ia te d  in crease  in S ta te  gen era l fu n d  ex p en d itu re s  or s e r v ic e s  p rov id ed . 
C o n g r e ss  and  th e C en ter  for M ed ica re  and M e d ic a id  S e r v ic e s  (form erly  k n ow n  as the  
H ealth  C are F in a n c in g  A d m in istra tion ) h ave p la c e d  lim its  on  S ta tes' u se  o f  U P L  
a p p r o a ch es . N e v e r th e le s s , about a h a lf  d o z e n  S ta tes  s p e c if ic a lly  m en tio n ed  that th ey  u sed  
a U P L  ap p roach  as o n e  w a y  to h e lp  f in a n ce  the in c r e a s in g  c o s ts  o f  M e d ica id  in  2 0 0 1 .

T h e  O u t lo o k  fo r  2 0 0 2

A s S ta te s  b e g in  F Y  2 0 0 2 , M e d ica id  is  in  a p er iod  o f  s ig n if ic a n t  c o s t  grow th . T h is  co st  

g r o w th  c o m e s  ju s t  at a tim e w h en  S tate  re v en u e  g r o w th  is  le v e lin g  or d ecr ea s in g , S tate  
g en era l fu n d  b a la n c e s  are d ecr ea s in g  and o th er  S ta te  p ro g ra m s are targeted  to g r o w  at 

rates m u c h  s lo w e r  than is  M ed ica id  (F igu re 9  &  E x h ib it  10 )
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# Figure 9: A verage S ta te  Year-End B alances 
a s  a P e rcen tag e  of E xpenditures,

FY 1995-2002

10.1%

5 .9%

1995 1996 1997 1998 1999 2000  2001 2002

L e g is la t iv e  action  w a s  n o t c o m p le te  on  all M e d ic a id  and  .State b u d g e ts  fo r  S F Y  2 0 0 2  at 
the tim e o f  th is su rv e y . H o w e v e r , an ex a m in a tio n  o f  the G o v e r n o r s ’ e x e c u t iv e  b u d g et  
re co m m en d a tio n s  fo r  S F Y  2 0 0 2  s h o w s  that m an y  S ta tes  are r e c o g n iz in g  th e u p w a rd  trend  
in  M ed ica id  sp en d in g , at lea st in  part. A c c o r d in g  to th e N a tio n a l A s s o c ia t io n  o f  S ta te  
B u d g e t O ffice rs , e x e c u t iv e  r e c o m m e n d a tio n s  for  S F Y  2 0 0 2  fo r  M e d ic a id  b u d g ets  
re flec te d  gen era l fu n d  in cr ea se s  that a v er a g ed  7 .8% . T h e  co r re sp o n d in g  e x e c u t iv e  
re co m m en d a tio n s  fo r  the total S ta te  g en era l fun d  b u d g et a v er a g ed  o n ly  3 .6 % .21 In  o th e r  

w o rd s, G o v e r n o r s ’ e x e c u t iv e  b u d g et r e c o m m e n d a tio n s  p ro p o sed  that M e d ic a id  
ex p en d itu res  g r o w  at o v e r  tw ic e  the rate o f  o th er  S ta te  e x p e n d itu r e s  in  S F Y  2 0 0 2 .

F or S ta te  F Y  2 0 0 2 , M e d ic a id  o f f ic ia ls  w ere  a sk ed  to in d ica te  the e x p e c te d  p e r c e n ta g e  

in crease  in M e d ic a id  e x p en d itu re s  an d  a lso  th e e x p e c te d  p erc en ta g e  in cr ea se  in  th e  
ov era ll S tate b u d get. O ff ic ia ls  in  2 9  S ta tes  re sp o n d ed  w ith  e s tim a te d  ex p en d itu re  g ro w th  

for b oth  M e d ica id  and th e en tire  S ta te  gen era l fu n d  b u d g et. A m o n g  th e se  2 9  S ta te s , ab ou t  
th ree-fou rth s (2 2  o f  2 9 )  in d ica ted  that the M e d ic a id  g ro w th  rate w o u ld  e x c e e d  that o f  the  

ov era ll b u d get. T h e  a v er a g e  e x p e c te d  in crea se  in total S tate g en era l fun d  sp e n d in g  fo r  F Y  
2 0 0 2  w a s  7 .4% , an d  the e x p e c te d  in crea se  for  M e d ica 'd  g en era l fun d  sp e n d in g  w a s  

11 .1% .

M e d ica id  o ff ic ia ls  w ere  a lso  a sk ed  i f  th ey  e x p e c te d  actu al M e d ic a id  ex p en d itu re s  w o u ld  
e x c e e d  the a m ou n t that w a s  a u th o r ized  or w a s  b e in g  p r o p o se d  fo r  a u th o r iza tio n  fo r  F Y  

2 0 0 2  at the tim e o f  the su rv e y . A  total 4 7  S ta tes  re sp o n d ed . O ff ic ia ls  in  2 0  o f  th e se  4 7  
S ta tes in d ica ted  that th ey  e x p e c te d  a M e d ic a id  b u d g et sh ortfa ll and a lik e ly  n e e d  fo r  

su p p lem en ta l fu n d in g  for  S F Y  2 0 0 2  (T a b le  5 and E x h ib it 11).

# 21 National Association o f State Budget Officers, Fiscal Survey o f  the States, June 2001.
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Exhibit 10

S ta t e  M e d ic a id  O f f ic ia l s  R e p o r t  a  T ig h t e n in g  B u d g e t  O u t lo o k  f o r  F Y  2 0 0 2 :

“W e w ill h ave so m e  real financial p rob lem s h ere in M e d ic a id  in the y ea r  ah ead  o f  u s .”

“S tate  r e v en u e s  h a v e  b een  g o o d  s o  far. T h e y  are a little  so fte r  n o w , but it h as n ot  
a ffe c te d  the M e d ic a id  b u d get y e t .”

“W e are h av in g  a hard tim e ju s t  su sta in in g  the p rogram . I f  w e  d o  n o t g e t  n e w  rev en u e  
it w ill n o t b e e n o u g h  to  m ain ta in  th e p rogram . W e  are n o t lo o k in g  fo rw a rd  to  2 0 0 3  
an d  2 0 0 4 . W e  d o  n o t k n o w  w h a t w e  are g o in g  to  d o .”

“W e are ca u g h t in  the [statutory] lim it  in  the g ro w th  o f  the o v er a ll S ta te  b u d g e t.”

“ D o  w e  an tic ip a te  a b u d get sh ortfa ll in  2 0 0 2 ?  I w o u ld n ’t b e  su rp r ised .”

“W e ’re su ffer in g  as the e c o n o m y  is  s lo w in g . W e  a lread y d ecla red  a p ro -ra tion  o n  the 
sc h o o l fu n d , s o  aid  to  sc h o o ls  is  a lread y b e in g  c u t .”

“T h e leg is la tu re  appropriated  $ 2 0  m illio n  le s s  than the E x e c u tiv e  R ec o m m en d a tio n  
fo r  2 0 0 2 .”

“W e b e lie v e  the M e d ic a id  b u d g et fo r  2 0 0 2  is  a b o u t 10%  u n d erfu n d ed , b u t the  
leg is la tu re  is  still lo o k in g  at th is .”

“T h e  leg is la tu re  is  b eg in n in g  to lo o k  at o p tio n s , c o n s id er in g  rate cu ts  or e l im in a tin g  
op tio n a l se r v ic e s .”

“E very th in g  w e  h a v e  d on e [in M e d ic a id ]  has b een  in the c o n te x t  o f  cu ts , d o w n s iz in g  
an d  sh o rta g e  o f  fu n d s .”

“T h e  e c o n o m y  is  a lw a y s  a factor. B u t w e  are n o t b u d g etin g  for  an y  k in d  o f  a 
d ow n tu rn . [A ctu a l b u d g eted  in c r e a se  w a s  5 % .]”

“W e are n o w  in the m id d le  o f  the b u d g et p r o c e ss . T h ere is  a  lo t  o f  p ressu r e  to  in crea se  
rates. A t  th e m o m e n t, there is n o  p ressu re  to  cu t p rogram s. B u t, w e  m a y  b e  c o m in g  to  
a p ro b lem . L ast year , the p ro jec tio n s  w ere  to o  lo w , s o  the actu a l w a s  a  su rp r ise .”

“ W e e x p e c t  it to  b e tight. W e are e x p e c t in g  a s lo w d o w n  in c a s e lo a d  an d  in pharm acy  
c o s ts . I f  th ey  co n tin u e  at the re ce n t p a ce , w e  w ill h a v e  a p ro b lem . I f  w e  are n ot throw n  

a cu rv e b a ll, I th ink  w e  ca n  g e t  th rough  the n ex t tw o  y ea r s .”

‘T h is  w ill  b e  tight. A  lim ited  re se rv e  le a v e s  u s v ery  little ro o m  for error. S o  it w ill 
fo rc e  u s to  req u est a su p p lem en ta l i f  e x p en d itu re s  in c r e a se .”

“T h e  L eg isla tu re  appropriated  le s s  than the o r ig in a l e x e c u t iv e  r e co m m en d a tio n  and  

th e re -p ro jection  is  h ig h er  than the e x e c u t iv e  reco m m en d a tio n . P lu s , th e n e w  F M A P  
fo r  the la st n in e  m o n th s  o f  the b ien n iu m  w ill ad d  to  the sh o rtfa ll.”
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T a b le  5 :  S ta t e s  A n t ic ip a t in g  F is c a l  Y e a r  2 0 0 2  M e d ic a id  S h o r t f a l l s  a s  o f  M a y  a n d  
J u n e  2 0 0 1

State
Without further action, do 
you anticipate a Medicaid 
shortfall in SFY  2002?
1 ■

SFY 2002 Medicaid 
Shortfall in State 
General Fund (in 
m illions of dollars)

SFY 2002 Medicaid 
State Shortfall as %  of 
State General Fund 
Medicaid Budget

Alabama No — —
Alaska Yes 14.7 8.6%
Arizona No

_ . . ... -—̂-j

Arkansas NA NA _____________ NA1
California No - —
Colorado No -'
Connecticut No — —J
Delaware __  Yes 6.2 _______2.3%
Florida No — —
Georgia Yes 141.0 5.7%
Hawaii No — —
Idaho Yes 5.6 2.4%
Illino is No —
Indiana Yes 4.2 0.4%
Iowa Yes 3.7 0.8%
Kansas No i —
Kentucky Yes 85.0 8.2%
Louisiana Yes 104.0 11.1%
Maine No —I
Maryland Yes 96.2 6.6%
Massachusetts No — —
Michigan No — —
Minnesota No i —
Mississippi Yes 100.0 31.6%
Missouri NA NA NA
Montana NA NA NA
Nebraska No — —
Nevada No — -
New Hampshire Yes 10.0 NA
New Jersey No — —
New Mexico Yes 5.0 1.6%
New York No

. * . --

North Carolina Yes 38S.0 15.9%
North Dakota Yes 9.0 10.1%
Ohio Yes 180.0 5.9%
Oklahoma Yes 69.0 11.3%
Oregon No — —:
Pennsylvania Yes NA NA
Rhode Island No —; —
South Carolina No — —.
South Dakota No — —
Tennessee No — —
Texas No — —
Utah No _ —
Vermont Yes NA NA
Virginia No — —
Washington No _
West Virginia No _ — .
Wisconsin Yes NA NA
Wyoming Yes 5.3 5.7%
* NA indicates no response to this question.
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O n e  S t a t e  B u d g e t  E x a m p le  fo r  F Y  2 0 0 2 :  O h io

Exhibit 11

T h e  B ie n n ia l S ta te  b u d get for O h io  w a s  a d op ted  in  Ju n e 2 0 0 1 . It r e f le c te d  an  
an nu al in cr ea se  o f  2 .4%  for F Y  2 0 0 2  o v e r  F Y  2 0 0 1 . In c lu d e d  in th e 2 .4%  
in crea se  is  an in crease o f  13.4%  for M e d ic a id .

F a c t o r s  C o n t r ib u t in g  to  th e  I n c r e a s e  in  th e  2 0 0 2  M e d ic a id  E x p e n d itu r e s

F or F Y  2 0 0 2  S ta le s  id en tified  the sa m e  c o s t  d rivers fo r  M e d ic a id  a s th ey  d id  fo r  F Y  2 0 0 1  
(T a b le  6 ).

P rescr ip tio n  drug c o s ts  
P ro v id er  rate in creases  
L o n g  te n n  care  

E n ro llm en t increases

T a b le  6 : F a c t o r s
Alabama
Alaska

Arizona

9

Arkansas

California
Colorado

Connecticut

Delaware

Florida

Georgia

Hawaii
Idaho
Illinois

Indiana

Iowa

C o n tr ib u t in g  to  I n c r e a s e s  in  M e d ic a id  E x p e n d itu r e s  f o r  F Y  2 0 0 2
Pharmacy (increase is expected to continue so an 11% increase is budgeted). 
Pharmacy (21.5% cost increase), home & community-based services (HCBS) waiver 
and other non-institutional LTC programs (19.3% cost increase), enrollment (10% 
increase), continuing rise in disabled population, and potential reduction in FMAP due 
to CPI formula changes.
Pharmacy (18% increase), enrollment (increase in 1931 population and expansion to 
100% FPL which will result in more adults and SSI), home and community-based 
waiver and other non-institutional LTC programs (14.8% increase), nursing homes 
(5.6% increase).
Pharmacy, nursing homes, upper payment limits, and mental health. Other factors will 
be the increase of the federal poverty level, expansion of medical assistance for adults 
as well as children with limited benefits, implementing senior prescription program and 
an assisted living waiver.
No response.
Pharmacy (18% increase), rate increases for home and community-based waiver and 
other non-institutional care programs (11.6-12.5% increase), welfare outreach may 
increase enrollment, and an HMO lawsuit.
Pharmacy (20% increase), nursing home and home health care (labor shortage and 
subsequent wage inflation), increased utilization of services (both FFS and managed 
care), increase in hospital rates.
Pharmacy (18.8% increase), inpatient hospitalization (17 % increase), nursing homes 
(20.1% increase), MR waiver.
Pharmacy (27.6% increase), nursing homes (5.8% increase), enrollment and caseload 
(6% increase).
Pharmacy (increase use of single source brands), enrollment increases (TANF add- 
backs, more disabled), federal poverty level increase.
Pharmacy (22.5% increase).
Enrollment (16.2% increase), surge in CHIP and Medicaid kids.
Increases expected for pharmacy, home and community-based waiver programs, and 
enrollment (ABD expansion).
Pharmacy (22% increase), outpatient hospital (18% increase), managed care (8%), 
nursing homes (6% increase), increased enrollment due to change in disability 
definition, outreach programs (disease management & care management for aged, 
blind and disabled).
No response.
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Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana
Nebraska

Nevada

New Hampshire 
New Jersey

New Mexico

New York

North Carolina 

North Dakota 

Ohio
Oklahoma

Oregon

Pennsylvania

Rhode Island

South Carolina 
South Dakota 
Tennessee

Texas

Utah

Pharmacy (17% increase) home health/transportation, increased enrollment including 
number of children and Transitional Medicaid for Temporary Assistance for Families 
(TAF) adults.
Pharmacy, inpatient hospitals (policy change for O-stay days), increase in enrollment 
due to aging population, and increase in outreach of TANF cases and children. 
Pharmacy (16%-18 % increase), inpatient hospital increases (due to outlier payments), 
significant impact due to Olmstead decision (currently in a negotiated settlement of a 
lawsuit), and enrollment increases (12,000 new Title XXI kids, large Title XIX 
increases, may cover adults of kids covered, and legislation to increase coverage for
pregnant woman and kids)._____________ ________ ________
Pharmacy, home and community-based services waiver and other non-institutional
LTC programs as wejl as provider payments for mental health services.________

! Pharmacy (15%-18% increase), managed care rates, and increase in enrollment
(28,000 people).  >
Pharmacy (14% increase), community long-term care (significant increases), managed 
care rates including behavioral health, and increase in enrollment (4% increase). 
Increase cost and utilization for: pharmacy, hospitalization, m anaged care, nursing 
homes, and home and community-based waiver and other non-institutional LTC 
programs.
Managed care (59% share of total budget increase), home and community-based 
waiver and other non-institutional LTC programs (16% share of total budget increase), 
nursing homes (10% share of total budget increase).
Pharmacy cost and utilization (27% increase), nursing homes (10% increase in 
allocated beds), home and community-based waiver programs (35% increase). 
Pharmacy (18-21% increase), managed care increases, enrollment (5.4% increase for
TANF and 6% increase in disabled enrollees.) _____
Increases in provider payments for pharmacy and mental health.
Pharmacy, nursing homes (due to labor situation for professional and non­
professional), sharp increases in enrollment (growth in number of kids and will enroll 
breast and cervical cancer patients to 225% FPL).
Provider payment rates increase to make up for past rate freezes (totaling $40 million 
with majority going to LTC), caseload growth—especially TANF and children (7.6% 
increase projected).
Provider payment increases for pharmacy and outpatient hospital services.
Managed care (17%-18% increase), practitioner fees, pharmacy costs, and personal 
care services.
Pharmacy (26.7% increase), inpatient hospitalization (25.6% increase), home and
community-based waiver services, personal care program (10.8% increase).________
Pharmacy, nursing homes and community-based services, rate increases (e.g. dental), 
and eligibility increases (Family Care Plus waiver will add eligibility for persons aged 
19-64).
Pharmacy (24% increase), hospital inpatient (17% increase), hospital ER (20% 
increase), physician services (15% increase), mental health clinics (18%).
Pharmacy (10% increase), nursing homes (legislature’s budget shows 15.5% 
increase).
Pharmacy, nursing homes, enrollment.
Pharmacy (15% increase), managed care (5% increase), graduate medical education 
(GME) increasing $62 million (doubling in size and financed through IGT).
Pharmacy (15-16% increase), managed care (20% increase), enrollment (6.4% 
increase), changes in composition of Medicaid enrollees including poverty level 
children, foster care, ABD.
Managed care (7.24% increase), pharmacy (16.1% increase), enrollment increases 
(due to welfare reform).
Pharmacy (16.5% increase), nursing homes (4.8%), behavioral health, and enrollment
increases (particularly disabled adults)^  ______________________
Pharmacy, physician rate increases, utilization trends.
Pharmacy, inpatient hospitalization, increase in number of enrollees.
Pharmacy (double digit increase in costs), managed care (4% overall increase in MCO 
capitation payments), changes in number of people enrolled.
Pharmacy (increase in number and average cost of prescriptions), higher utilization, 
slight shift in caseload toward aged and disabled and medically needy.
Pharmacy (18% increase), inpatient hospitalization (utilization increase), managed 
care. Inflation and utilization are higher than in previous years,



Vermont Pharmacy (36.5% of increase in total expenditures), nursing home (30% of increase of
total expenditures). _______

Virginia No response.  '
Washington Pharmacy (15% increase due to increased cost and higher utilization), hospiial

payments (8.7% increase for inpatient and 9.9% increase for outpatient), enrollment
(3% total increase), efforts to expand nursing home, DSH and UPL programs^ ___

West Virginia Pharmacy, inflation, utilization.__________________  _________ ____________
Wisconsin Pharmacy (15.3% increase), hospital payments (4.6% increase for inpatient and 4.2%

increase for outpatient), nursing.
Wyoming Pharmacy (15% increase), three new waivers (for elderly, acquired brain injury,

assisted living), potential rate increases for inpatient and outpatient hospital payments
due to previous underfunding.____________

Source: State Medicaid officials response to survey by Health Management Associates, May and June 2001.

P r e s c r ip t io n  c iru s  c o s ts :  Pharm acy c o s t  in cr ea se s  w a s  lis te d  as the n u m b er o n e  c o s t  driver  
(E x h ib it  12 ). M a n y  S tate o f f ic ia ls  w ere  q u ick  to d e sc r ib e  h o w  th e p h arm acy  lin e  in their 
b u d g et w a s  in c r e a s in g  at rates o f  10%  to 28%  p er  y ea r . O f  the 2 6  S ta te s  that in d ica ted  a 
s p e c if ic  e x p e c te d  in crease  in p harm acy  c o s ts  for  S F Y  2 0 0 2 ,  the a v er a g e  w a s  18% . In 
a d d itio n  to  th e se  rates, S ta tes  m en tio n ed  in cr ea s in g  p h a rm a cy  c o s ts  as a c o s t  d river in  
oth er areas o f  the M e d ica id  b ud get, e s p e c ia lly  in  m en ta l h ealth  s e r v ic e s  and m a n a g ed  

care ra tes.

E x h ib i t  1 2

S t a t e  M e d ic a id  O f f ic ia ls  N o te  P h a r m a c y  a n d  N u r s in g  H o m e  C o s t s  in  F Y  2 0 0 2 :

“I w ish  w e  c o u ld  d o  so m eth in g  ab ou t p rescr ib ed  d ru g s . I d o n ’t k n o w  w h a t can  be  
d o n e .”

“A g a in , p h arm acy  c o s ts  are e x p e c te d  to b e  the la rg est s in g le  item  in flu e n c in g  the F Y  
2 0 0 2  M e d ic a id  b u d g et.”

“T h e  p h arm acy  prior au th orization  is  the o n ly  re a so n  w e ’v e  b een  a b le  to  con tro l 
c o s t s .”

“T h e  b ig g e s t  is s u e  in the upper M id w e s t  is  h o w  to  co n tro l n u rsin g  h o m e  c o s ts . W e  
n e e d  to  m o v e  p e o p le  to h o m e and c o m m u n ity -b a se d  se tt in g s .”

“T h e  2 0 0 2  b u d g et d ep en d s o n  the e c o n o m y  s ta y in g  g o o d  an d  c a s e lo a d  g ro w th  
o c c u r r in g  at the b u d g eted  r a t e . . . .  C a se lo a d  is  b u d g e te d  at 6% . It q u ite  lik e ly  w ill b e  
h ig h e r  an d  c a u se  a b u d get p ro b lem .”

“T h e  m a n a g e d  care  rate in crease d o e s n ’t b eg in  to  a cc o u n t for  the 20%  in crea se  in 
p h a r m a c y  c o s ts .”

N u r s in g  h o m e  c o s ts  a ccou n t fo r  on e-q u arter  o f  th e M e d ic a id  b u d g et, and  n ursing  

h o m e s  w ill  r e c e iv e  a 4 .8%  in crease for  in fla tio n .”

“T h e  e x e c u t iv e  reco m m en d a tio n  w a s  for  an in c r e a se  o f  4%  for [n u rsin g  h o m e s], but 

the L e g is la tu r e  gran ted  15 .5% .”
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P r o v id e r  r a te  in c re a se s :  In p atien t an d  o u tp atien t h osp ita l c o s ts  are e x p e c te d  to  b e  
s ig n if ic a n t  c o s t  d rivers. A b o u t h a lf  th e resp o n d in g  S ta tes  in d ica ted  that h o sp ita ls  w o u ld  
r e c e iv e  rate in crea ses in S F Y  2 0 0 2 .

M a n a g ed  care rate in cr ea se s  are s ig n if ic a n t in  S ta tes w ith  large n u m b ers o f  e n r o lle e s  in  

h ealth  p la n s. R ep orted  rate in c r e a se s  ran ged  from  3 .4%  to  8% , a lth o u g h  S ta tes  w ith  
in crea sin g  m an aged  care en ro llm en t in d ica ted  their overa ll m a n a g ed  care  ex p en d itu res  
m ig h t in crea se  b y  17%  to  18% .

L o n g  te r m  c a re :  H a lf  o f  re sp o n d en ts  in d ica ted  that n u rsin g  h o m e rate in cr ea se s  w o u ld  b e  
s ig n if ic a n t  (E xh ib it 13). E ig h teen  S ta tes  in d icated  h o m e and c o m m u n ity -b a sed  p rogram s  
w er e  a factor  in M e d ic a id  c o s t  g ro w th , d u e  both to  rate in cr ea se s  for  p erso n a l ca re  and  
oth er h o m e -b a sed  se r v ic e s  and d u e to  ex p a n s io n s  in  co v e ra g e . T h e  O lm stea d  d e c is io n  is  a 
factor in  th ese  e x p a n s io n s . O n e S ta te  sp e c if ic a lly  in d ica ted  that their p o lic y  c h a n g e s  w ere  
related  to a la w su it  se tt le m e n t p r o c e ss . A n o th er  S tates' re sp o n se  su m m a rize d  a p rev a len t  
v ie w  regard in g  the im p act o f  the O lm stea d  d ec is io n : “W e  e x p e c t  a s ig n if ica n t im p a c t b u t 
it has y e t  to  b e r e flec te d  in actual e x p e n d itu r e s /’

E n r o l lm e n t  in c r e a s e s :  S ta tes  e x p e c t  co n tin u ed  in cr ea se s  in  the n u m b er o f  p erso n s  
en ro lled  in  M ed ica id . H a lf  o f  re sp o n d en ts  lis ted  en ro llm en t in cr ea se s  as a k ey  fa cto r  in  
e x p e c te d  M e d ica id  c o s t  g ro w th  in F Y  2 0 0 2 . S ta tes in d ica ted  e x p e c ta tio n s  fo r  in c r e a se s  in  
the 2%  to 6%  ran ge, w ith  a f e w  S ta te s  in d ica tin g  in cr ea se s  in the ran ge o f  6%  to  10%  and  
o n e  S tate  in d ica tin g  an e x p e c te d  in cr ea se  o f  16% . R e a so n s  for  the in cr ea se s  in c lu d e  
e x p e c te d  in crea ses in  T A N F  c a s e lo a d s , T A N F -r e la te d  M e d ica id  ou treach 22, n e w  e ffo r ts  
to en ro ll ch ild ren  in S ta te  C h ild ren ’s H ea lth  In surance P rogram s, recen t e lig ib ility  
e x p a n s io n s  for ch ild ren  and fa m ilie s . A s  in F Y  2 0 0 1 , in creasin g  en ro llm en t o f  lo w -  
in c o m e  uninsured  fa m ilie s  rem ain ed  a p o lic y  priority for  m an y states.

N o ta b ly , S ta tes a lso  e x p e c t  in cr ea se s  in en ro llm en t in  the a g ed  and d isa b led  c a te g o r ie s , 
d u e  to  th e  a g in g  p o p u la tio n , a n e w  d efin itio n  o f  d isab ility  and c o v e r a g e  fo r  the w o rk in g  
d isa b led . S ta tes in d ica ted  this w o u ld  lik e ly  ch a n g e  the c o m p o sit io n  o f  the c a s e lo a d  and  
im p act p rogram  c o s ts .

O th e r  fa c to r s :  B e n e fit  c o v e r a g e  e x p a n s io n s  are a m in o r  factor for  F Y  2 0 0 2 . S ta te s  
m en tio n ed  lim ited  b en efit  e x p a n s io n s  targeted  for  fa m ily  p lan n in g  w a iv ers  and  ad d ed  
c o v e r a g e  for p erso n s w ith  b reast an d  c e rv ica l can cer.

S ta te  stra teg ies  to co n tro l e x p e c te d  M e d ic a id  exp en d itu re  g ro w th  in  S F Y  2 0 0 2  
R ec en t M e d ica id  c o s t  in cr ea se s  h a v e  fo rced  M e d ica id  o f f ic ia ls  to  fo cu s  o n  stra teg ie s  for  
co n tro llin g  ex p en d itu re  g ro w th . M a n y  sta tes h ave a lread y b egu n  to  im p lem en t  
ap p ro a ch es as d irected  b y  their le g is la tu r e . O ther S ta tes  are fo rm in g  sp ec ia l task  fo r c e s  to  
id en tify  p o ss ib le  o p tio n s.

F o r  S F Y  2 0 0 2 , the d o m in a n t M e d ic a id  c o s t  co n ta in m en t s tra teg ics  are th o se  that target  
c o s t  in crea ses fo r  p rescr ip tion  d ru gs. H o w e v e r , s ta te s  are n o t lim itin g  their a tten tio n  ju s t

22 During 2002, many States plan to contact individuals whose Medicaid cases were closed at the time that 
their TANF cash assistance cases were closed. The outreach will seek to find individuals and families that 
still qualify for Medicaid coverage.
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to  d ru gs. M e u ic a id  o f f ic ia ls  d escr ib ed  the f o llo w in g  M e d ica id  c o s t  co n tro l s tra teg ies  
b e in g  c o n s id er ed  in F Y  20 0 2 :

■ C o n tro ls  on  p rescr ip tion  drug c o s ts  and u tiliza tio n
■ F r e e z e s  or red u ction s in  p ro v id er  p a y m e n ts
■ In creased  u se  o f  m a n a g ed  care, care co o rd in a tio n , d ise a s e  m a n a g e m e n t and  

oth er u tiliza tio n  m a n a g em en t ap p roach es
■ U sin g  h o m e and co m m u n ity -b a sed  se r v ic e s  in  p la ce  o f  n u rsin g  h o m e  care

■ C o m p e tit iv e ly  b id d in g  for  m ed ica l eq u ip m en t, su p p lie s  or o th er  s e r v ic e s
■ In creased  e ffo rts  on  co n tro l o f  fraud and ab u se

C o n tr o ls  o n  p r e s c r ip t io n  clrug c o s ts  a n d  u t i l iz a t io n :  S ta tes  in d ica ted  m u lt ip le  s tra teg ies  to  
co n tro l the e sc a la t in g  c o s ts  o f  p rescr ip tion  d ru gs. T h e  three m o st p rev a len t stra teg ies  
m e n tio n ed  in clu d e:

(a )  p rior au th oriza tion  o f  s e le c te d  brand n a m e p rod u cts to e n c o u r a g e  u se  o f  
g en er ic s ,

(b ) red u ced  p a y m en t for p harm acy  p rod u cts b y  ap p ly in g  a greater  d isc o u n t from  
a v era g e  w h o le sa le  p r ice  (e .g .,  g o in g  from  A W P  le ss  10%  to  A W P  le s s  15% ), 
and

( c )  co n tra ctin g  fo r  a p harm acy  b en efit  m a n a g er  (P B M ).

O th er p h a rm a cy  stra teg ies  are a lso  p ro p o sed . A t le a st  three S ta tes  h a v e  p ro p o sed  
re d u c in g  the p h arm acy  d isp e n s in g  fe e . A t lea st tw o  S ta tes  h a v e  p ro p o sed  in crea sin g  

c o p a y m e n ts  for  p rescr ip tion  d ru gs. O ther stra teg ies  in clu  !e “brand n e c e s sa r y ” or  
“d isp e n se  as w ritten ” p o lic ie s  for brand n am e p rod u cts w h ere  a g en er ic  is a v a ila b le , a 
m ail ord er p harm acy  o p tio n , su p p lem en ta l reb ates for  se le c te d  th erap eu tic  c a te g o r ie s  o f  
d ru gs, u se  o f  a drug form ulary and in itia tion  o f  d is e a s e  m a n a g em en t p rogram s.

F r e e z e s  o r  r e d u c t io n s  in  p r o v id e r  p a y m e n ts :  A b o u t o n e-th ird  o f  th e S ta te s  ad o p ted  or  
p r o p o se d  fr e e z e s  o r  actu a l red u ctio n s in p rov id er p a y m en ts. S ev er a l o f  th e se  red u ction s  
w e r e  to  re su lt  from  reb a s in g  in p atien t or o u tp a tien t h osp ita l rates, o r  th rou gh  the 
re p la ce m e n t o f  a c o s t-b a s e d  re im b u rsem en t m e th o d o lo g y . N in e  S ta tes  sp e c if ic a lly  
m erriion ed  rate fre eze s  fo r  h o sp ita ls  o r  o th er  p ro v id ers. F or e x a m p le , in o n e  S ta te  the 
le g is la tu r e  froze all d iscretion ary  p ro v id er  rates at F Y  20 0 1  le v e ls . A n o th e r  S ta te  
e x p e c te d  sa v in g s  from  se le c tiv e  co n tra ctin g  for in p atien t h osp ita l se r v ic e s .

I n c r e a s e d  u s e  o f  m a n a g e d  ca re , c a r e  c o o r d in a t io n ,  d is e a s e  m a n a g e m e n t  a n d  o th e r  
u t i l i z a t io n  m a n a g e m e n t  a p p r o a c h e s :  M o st S ta tes  h a v e  so m e  form  o f  m a n a g e d  care. For  

F Y  2 0 0 2  m a n y  S ta tes  e x p e c t  to e x p a n d  their u se  o f  m a n a g ed  care , or to  ad op t c a se  
m a n a g e m e n t stra teg ies  for  p o p u la tio n s  that m ay  n ot b e in m a n a g ed  care. A  n u m b er o f  

S ta tes  h a v e  ex p e r ie n c e d  a d ecrease  in  the n u m b er o f  m an aged  care o r g a n iz a tio n s  w illin g  
to s e r v e  M e d ic a id . S ev er a l o f  th ese  S ta tes  are c o n s id e r in g  the a d o p tio n  o f  a P rim ary C are 

C a se  M a n a g em e n t (P C C M ) sy stem . A n o th e r  prim ary fo c u s  is  o n  care  c o o r d in a tio n  for 
the d isa b le d  p o p u la tio n s . S ta tes d esc r ib e  their stra teg ies  in  v ariou s w a y s , su ch  as “c a se  

m a n a g e m e n t for h igh  u tilize rs” or “d ise a se  m a n a g em en t for the d isa b le d  and a g ed ” or 
“care co o rd in a tio n  for c o m p le x  c a s e s .” In ea ch  c a s e  the o b je c t iv e  is  to en su re  that 

ap propriate care is  p ro v id ed , w ith  th e ex p ec ta tio n  that the resu lt w ill b e  h igh er  q u a lity  
care  an d  lo w e r  c o s ts .
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U sin g  h o m e  a n d  c o m m u n i ty - b a s e d  s e r v ic e s  in  p la c e  o f  n u r s in g  h o m e  c a r e : In  so m e  
S ta tes , e f fo r ts  to  c o n tro l lo n g -ter m  care  c o s ts  are as s ig n if ic a n t  a s the p h a rm a cy  c o s t  issu e  
is  in  o th er  S ta tes . S ta te s  are lo o k in g  at w a y s  to co n tro l p a y m e n t rate in c r e a se s . H o w e v e r ,  
lab or sh o r ta g e s  h a v e  crea ted  great p ressu re to  in cr ea se  ra tes fo r  n u r sin g  h o m e s  and for  
h o m e and c o m m u n ity -b a se d  se r v ic e s . S evera l sta tes  are in c r e a s in g  th e  n u m b er  o f  
in d iv id u a ls  au th orized  to r e c e iv e  h o m e and co m m u n ity -b a sed  s e r v ic e s . S o m e  o f  th ese  

S ta tes  a lso  are a d o p tin g  prior au th orization  p o lic ie s  to  p rev en t o v e r u s e  o f  h o m e  and  
c o m m u n ity -b a se d  s e r v ic e s  su ch  as p erson a l care and  h o m e  h ealth .

C o m p e t i t iv e ly  b id d in g  f o r  m e d ic a l  e q u ip m e n t,  s u p p l i e s  o r  o th e r  s e r v ic e s : A  f e w  S ta tes  

in d ica ted  th ey  are p la n n in g  to  co m p e tit iv e ly  b id  for  d urable m ed ica l eq u ip m en t and  
m ed ica l su p p lie s  an d  o th er s e r v ic e s  su ch  as v is io n  care.

I n c r e a s e d  e f fo r t s  o n  f r a u d  a n d  a b u s e  c o n tr o l  a n d  c o o r d in a t io n  o f  b e n e f i t s :  A  n u m b er o f  

S ta tes  are d ed ic a t in g  m o re  s ta ff  for au d its and an ti-fraud  a c t iv it ie s , m o re  data  m a tch es  
w ith  o th er S ta te  a g e n c ie s  in c lu d in g  T reasu ry , h ig h -c o s t  c la im  a n a ly s is  an d  ad d ition al 
effo rts  to r e c o v e r  third party  lia b ility  p aym en ts.

O th e r  S tr a te g ie s :  A  n u m b er o f  o th er stra teg ies w ere  lis te d , in c lu d in g  n e w  in fo rm a tio n  
te c h n o lo g y  to  en a b le  b etter  p rogram  m an agem en t an d  p rem iu m  s u b s id ie s  to  c o n tin u e  
e m p lo y er  sp o n so r e d  h ea lth  c o v e r a g e .

E lig ib i l i ty  a n d  C o v e r a g e  S tr a te g ie s :  S ig n ific a n tly , n o  S ta te  m e n tio n e d  a p ro p o sed  
red u ction  in e l ig ib ility . In d eed , sev era l S ta tes in d ica ted  th ey  w ere  c o n s id e r in g  or  
p lan n in g  to ad op t e lig ib ility  ex p a n s io n s , su ch  as a S e c t io n  1931 e x p a n s io n  fo r  u n in su red  
ad ults. S im ila r ly , f e w  S ta tes  in d ica ted  they w ere  co n s id e r in g  b e n e fit  re d u ctio n s . T w o  
S ta tes  d id  in d ica te  th e y  w er e  c o n s id er in g  a p rop osa l to e lim in a te  c o v e r a g e  fo r  ad u lt  
d en tal or d en tu re s e r v ic e s ,  but th e se  had not b een  a d o p ted . M a n y  sta te s , h o w e v e r , w ere  
ad din g  c o v e r a g e  su ch  a? lim ited  b en efits  under a w a iv er  for  fa m ily  p la n n in g  o r  for  breast 
and c e rv ica l can cer.

R e v e n u e  S tr a te g ie s :  S e v e r a l S ta tes  in d ica ted  that th ey  co n tin u e  to lo o k  fo r  o p p o rtu n itie s  
to  u se  U P L  o r  o th e r  stra teg ie s  that m ig h t ad van tage th e f in a n c in g  o f  th e  M e d ic a id  b u d get. 
E v en  b e fo r e  S F Y  2 0 0 2  h ad  b eg u n , S tate M ed ica id  o f f ic ia ls  w ere  lo o k in g  at the p o ss ib le  
n eed  fo r  su p p lem e n ta l ap p rop ria tion s in the future. E v e n  b efo re  th e y ea r  b eg a n , tw en ty  

S ta te s  in d ica ted  a l ik e ly  n eed  for a su p p lem en ta l ap propriation  for  M e d ic a id  in  S F Y
2 0 0 2 .



S u m m a ry  a n d  C o n c lu s io n

S ta te s  are e m e r g in g  from  a p eriod  d u rin g  w h ich  S ta te  r e v en u e s  in creased  at near record  
rates at th e  sa m e  tim e that co st p ressu re  from  M e d ic a id , o n e  o f  the largest p rogram s in  

th e b u d g et, w a s  at h isto r ic  lo w s.

T h at fa v o ra b le  s itu a tio n  has ch a n g ed  rap id ly . In ea r ly  2 0 0 1 , g ro w th  rates in  S ta te  
r e v e n u e s  d e c lin e d , d ram atically  in  s o m e  S ta tes , fo rc in g  so m e  S ta tes  to ad ju st their  
b u d g ets  fo r  S F Y  2 0 0 2  d ow n w ard  e v e n  b efo re  th ey  w ere  ad op ted . S ta te  y ea r -en d  fund  
b a la n c es  w er e  a b o v e  10% , the h ig h e st  le v e ls  in tw en ty  yea rs in  F Y  2 0 0 0 , but d rop p ed  b y  
h a lf  in  F Y  2 0 0 1 . In m an y States, M e d ica id  U p p er  P a y m en t L im it and In ter-G o v em m en ta l 
T r a n sfe r  s tr a te g ie s  that h ave a ss is ted  S ta tes in f in a n c in g  M e d ica id  are n o w  lim ited  and  

are b e in g  p h a sed  out.

A t the sa m e  tim e that reven ue is b e c o m in g  m ore lim ited , M e d ica id  exp en d itu re  g ro w th  
h as a cc e ler a te d  to  a p a ce  that e x c e e d s  th e g ro w th  in S tate r e v e n u e s  in  m o st S ta tes . T h e  
re a so n s  for  th e recen t M ed ica id  c o s t  g ro w th  in c r e a se s  are sev era l. A m o n g  the k ey  rea so n s  
are d ram atic  in cr ea se s  in  M ed ica id  c o s ts  for p rescr ib ed  d rugs, “ca tch -u p ” in crea ses in  
p ro v id er  p a y m e n t ra les  after severa l years o f  lo w  or n o  in crea ses, in crea ses in  ra tes p a id  
to  m a n a g e d  care organ iza tion s and fo r  lo n g -ter m  care, in crea sin g  n um bers o f  p erso n s  
e n r o lle d , and in crea sed  use o f  state f in a n c in g  stra teg ie s  ( i.e ., U P L  arran gem en ts) to  b rin g  
in m o re  federal d ollars.

A s  th e se  trends c o n v e r g e , the im m e d ia te  p ro sp ec t is  fo r  a d iff ic u lt  and c o n te n tio u s  p er iod  
fo r  M e d ic a id  b u d g ets . M ed ica id  c o s t  p ressu res are a lread y c o n flic t in g  w ith  a d im in ish in g  
a b ility  o f  S ta tes  to  fin a n ce  the p rogram . W ith ou t d ou b t, th ese  fo rc es  w ill in te n s ify  and  
p ro v id e  a d iff ic u lt  ch a lle n g e  for S ta te  h ealth  p o lic y  an d  b u d g et d ec is io n -m a k e rs  in the  
im m e d ia te  future. N o tw ith sta n d in g  the state b u d g et is su e s , the M e d ica id  p rogram  is  an 
im p ortan t factor  in  the local e c o n o m y , b r in g in g  in at least $ 2  in  federal d o llars for  each  
sta te  d o lla r  sp en t.

F a c in g  th ese  ch a lle n g e s , several m ajor q u e stio n s  arise  for p u b lic  o f f ic ia ls  and p o licy  
m ak ers.

■ W ill S ta tes  be able to find  w a y s  to co n ta in  M e d ica id  c o s t  grow th  w ith in  w h at 

is  a fford ab le?
■ W ill the n e w  fisca l rea litie s  ca u se  S ta tes  to re-th ink  the recen t e x p a n s io n s  o f  

M e d ica id  and SC H IP  c o v e r a g e  for ch ild ren , fa m ilie s , the w ork in g  d isa b led , 
p erso n s  q u a lify in g  for fa m ily  p lan n in g  c o v e r a g e  and w o m e n ’s treatm ent 
b reast and cerv ica l can cer; o r  w ill there b e  a s lo w  d o w n  or reversa l o f  th is  

p o lic y  d irection ?
■ W ill s ta te s  con tin u e to u se  M e d ic a id  as a v e h ic le  to  fin a n ce  h ealth  c o v e r a g e  

fo r  lo w - in c o m e  u n in su red  w o rk ers, and to  assu re c o v e r a g e  for th e lo w - in c o m e  

fa m ilies  and ch ildren, the e ld e r ly  and d isa b led  p o p u la tio n s serv ed  b y  the 
p rogram ?

■ H o w  w ill the sa fe ly  net b e a ffe c te d , and w ill  b u d g et con stra in ts at the S ta te  
and F ederal le v e ls  force c o m m u n it ie s  to  fa ce  ad dition al c h a lle n g e s?

•  W ill s ta te s  take action  to  sh o re  up sta te  r e v e n u e s  in  ord er to p reserv e
M e d ic a id  and other sta te p ro g ra m s?
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A s s ta te s  s e e k  to  b a la n c e  their b u d g ets , w ill th ey  try to p reserv e  th e fed eral 
d o lla rs f lo w in g  to  sta tes  through the M e d ica id  p rogram ?
D o e s  M e d ic a id ’s  m a tc h in g  form ula  ad eq uately  p ro tec t sta tes  in  t im e s  o f  f isca l 
cr is is?

F isca l rea lities are a p o w e rfu l d river o f  p u b lic  p o lic y  at all t im e s , and th is p er io d  o f  
b u d get p ressure w ill  fo r c e  the S ta tes  to deal w ith  d ifficu lt  f isca l q u e s tio n s  an d  trad eo ffs  
for  the first t im e in n early  a d eca d e . F o llo w in g  years o f  program  stab ility  and ex p a n sio n ,  
p oten tia l program  co n stra in ts  and s ig n if ica n t b u d get red u ction s w ill  b e  e s p e c ia lly  
ch a lle n g in g  for p o lic y  m ak ers and p u b lic  o ffic ia ls , and w ill m ak e th is an e sp e c ia lly  

s ig n if ica n t tim e for  th e M e d ic a id  program .

m

32



1450 G S t r e e t  N W ,  S u i t e  2 5 0 ,  W a s h i n g t o n ,  D C  2 0 0 0 5  
P h o n e : 2 0 2 - 3 4 7 - 5 2 7 0 ,  F a x : 2 0 2 - 3 4 7 - 5 2 7 4 ,
W  r  B S I  T F. : W W W . K F F . O R C

A d d i t i o n a l  f r e e  c op i e s  o f  t h i s  p u b l i c a t i o n  (#4020) t ir e  a v a i l a b l e  on o u r  w e b s i t e  o r  
by c a l l i n g  o u r  p u b l i c a t  i o n s  r e t fues t l i n e  at 8 0 0 - 6 56 -4533.

http://WWW.KFF.ORC


D e p a r tm e n t o f  H e a lth  &  S o c ia l  S e r v ic e s  

S u m m a r y  o f  O p e r a tin g  B u d g e t  

A T A P , C h i ld  C a r e , A W P A V o r k  S e r v ic e s  

A d u lt  P u b lic  A s s is ta n c e

A  n e a r ly  5 0 %  c a s e lo a d  re d u ctio n  h a s  r e su lte d  s in c e  W e lfa r e  R e fo r m  w a s  im p le m e n te d  

d u r in g  th e  P Y 9 7  b u d g e t . T h is  c a s e lo a d  r e d u c t io n  h as p r o v id e d  th e  d e p a r tm e n t  

r e in v e s tm e n t  o p p o r tu n it ie s  to  p r o v id e  c h i ld  c a r e , w o rk  s e r v ic e s  an d  o th e r  r e la te d  

a c t iv i t ie s  fo r  r e c ip ie n t s  and w o r k in g  f a m il ie s  a s  th e y  le a v e  w e lfa r e  fo r  w o r k .

T h e  fe d e r a l w e lfa r e  re fo rm  la w  a u th o r iz e d  A la s k a ’s  t w e lv e  r e g io n a l n o n -p r o f it  N a t iv e  

o r g a n iz a t io n s  a n d  th e  M e tla k a tla  In d ia n  C o m m u n ity  to  a d m in is te r  T A N F  p r o g r a m s  

w ith in  th e ir  r e g io n s  a n d  in F Y 0 0 ,  th e  L e g is la tu r e  p a sse d  a b ill a u th o r iz in g  fo u r  N a t iv e  

O r g a n iz a t io n s  in  A la s k a  to  run th e ir  o w n  p r o g r a m s . T h e s e  in c lu d e  T a n a n a  C h ie f s  

C o n fe r e n c e ,  T l in g i t  &  H a id a  In d ia n  T r ib e s ,  T lin g it  &  H a id a  in  S o u th e a s t , a n d  

A s s o c ia t io n  o f  V i l la g e  C o u n c il P r e s id e n ts . F u n d in g  N a t iv e  T A N F  p r o g ra m  o p e r a t io n s  

c o m e s  fro m  fe d e r a l T A N F  b lo c k  g ra n t an d  s u p p le m e n te d  b y  sta te  fu n d  tr a n sfe r s  fr o m  

A T A P . T h e  N a t iv e  T A N F  p ro g ra m  d u r in g  F Y 0 0  w a s  $ 2 ,4 0 5 .2  (in  th o u s a n d s )  a n d  h a s  

r ise n  to  $ 7 ,6 9 1 .7  in  F Y 0 2 .

?Z6h 465-5410 "PuttlHU 'DioiiCm 111712001



A S  4 7 .0 7 .0 3 5  P r io r i t y  o f  m e d ic a l  a s s i s t a n c e .  I f  th e  d e p a r tm e n t f in d s  th a t th e  c o s t  o f  

m e d ic a l a s s is ta n c e  fo r  a ll p e r s o n s  e l ig ib le  u n d e r  th is  c h a p te r  w i l l  e x c e e d  th e  a m o u n t  

a llo c a te d  in  th e  s ta te  b u d g e t  fo r  that a s s i s ta n c e  fo r  th e  f is c a l  y e a r , th e  d e p a r tm e n t  sh a ll  

e l im in a t e  c o v e r a g e  fo r  o p tio n a l m e d ic a l s e r v ic e s  an d  o p t io n a l ly  e l ig ib le  g r o u p s  o f  

in d iv id u a ls  in  th e  f o l lo w in g  order:

(1 )  c l in ic a l  s o c ia l  w o r k e r s ’ s e r v ic e s ;

( 2 )  p s y c h o lo g i s t s ’ s e r v ic e s ;

( 3 )  c h ir o p r a c t ic  s e r v ic e s ;

(4 )  a d v a n c e d  n u r se  p r a c t it io n e r  s e r v ic e s ;
(5 )  a d u lt  d en ta l s e r v ic e s ;
(6 )  e m e r g e n c y  h o sp ita l s e r v ic e s ;

( 7 )  m id w i f e  s e r v ic e s ;

(8 )  tr e a tm e n t o f  s p e e c h ,  h e a r in g , an d  la n g u a g e  d iso r d e r s ;

( 9 )  o p to m e t r is t s ’ s e r v ic e s  an d  e y e g la s s e s ;

( 1 0 )  o c c u p a t io n a l  th era p y ;

( 1 1 )  m a m m o g r a p h y  s c r e e n in g ;
( 1 2 )  p r o s th e t ic  d e v ic e s ;

( 1 3 )  m e d ic a l  s u p p lie s  an d  e q u ip m e n t;

( 1 4 )  ta r g e te d  c a s e  m a n a g e m e n t  s e r v ic e s ;

( 1 5 )  r e h a b il i ta t iv e  s e r v ic e s  fo r  s u b s ta n c e  a b u se r s  an d  e m o t io n a l ly  d is tu r b e d  o r  

c h r o n ic a l ly  m e n ta lly  ill  ad u lts;
( 1 6 )  c l in i c  s e r v ic e s ;

( 1 7 )  p h y s ic a l  th era p y ;

( 1 8 )  p e r s o n a l ca re  s e r v ic e s  in  a r e c ip ie n t ’s  h o m e ;
( 1 9 )  p r e s c r ib e d  d ru g s;

( 2 0 )  h o s p ic e  care;

( 2 1 )  lo n g - t e r m  ca re  n o n in s t itu t io n a l s e r v ic e s ;

( 2 2 )  in p a t ie n t  p s y c h ia tr ic  f a c i l i ty  s e r v ic e s ,;

( 2 3 )  in te r m e d ia te  c a r e  f a c i l i ty  s e r v ic e s  fo r  th e  m e n ta l ly  re ta rd ed ;

( 2 4 )  in te r m e d ia te  c a r e  f a c i l i ty  s e r v ic e s ;

( 2 5 )  in d iv id u a ls  d e s c r ib e d  in  A S  4 7 . 0 7 .0 2 0 ( b ) ( l  1);
( 2 6 )  in d iv id u a ls  u n d er  a g e  21  n o t e l ig ib le  fo r  A F D C ;

( 2 7 )  s k i l le d  n u r s in g  f a c i l i ty  s e r v ic e s  fo r  p e r s o n s  u n d e r  a g e  2 1 ;
( 2 8 )  a g e d ,  b lin d , a n d  d is a b le d  in d iv id u a ls ;

( 2 9 )  in d iv id u a ls  in  a h o s p ita l ,  s k il le d  n u r s in g  f a c i l i ty ,  o r  in te r m e d ia te  c a r e  f a c i l i ty ;

( 3 0 )  in d iv id u a ls  u n d er  a g e  21 u n d er  s u p e r v is io n  o f  th e  d e p a r tm e n t;

( 3 1 )  s u b s id iz e d  a d o p t io n s

( 3 2 )  w o r k in g  d is a b le d

, I n c lu d e s  A la s k a  P s y c h ia t i ic  In stitu te .

s&wt Kim 465-5410 'pina.HU “DluitlAH 111712001



Operating Budget Health Care Programs
(in thousands)

A B I C I D E F G H I I I J I K | L | M | N
%  Healthcare

Actual Expenditures Total DHSS Expenditures v %  Healthcare %  DHSS %  Total
M edica id and Actual Enacted DHSS Expenditures Expenditures DHSS

Related Health Care Expenditures Total H&SS Operating Expenditures All v  Sta le V Budget v
1 Year Programs All Programs Budget Total State Budget Programs Budget State Budget State Budget
2 1990 327,256.0 481,758.30 471,026.8 2,656,267.6 70.0% 12.7% 18.1% 17.7%
3 1991 304,776.3 560,718.40 580,524.8 2,923,866.6 54.4% 10.4% 19.2% 19.9%
4 1992 351,245.7 640,784.50 646,439.5 3,263,533.6 54.8% 10.8% 19.6% 19.8%
5 1993 378,475.4 692,803.80 693,940.6 3,399,852.0 54.6% 11.1% 20.4% 20.4%
6 1994 441,044.0 765,877.80 760,984.4 3,512,971.7 57.6% 12.6% 21.8% 21.7%
7 1995 456,324.8 783,367.10 827,289.9 3,655,681.0 58.3% 12.5% 21.4% 22.6%
C 1996 490,968.2 819,210.10 861,245.3 3,810,417.0 59.9% 12.9% 21.5% 22.6%
9 1997 519,027.2 859,680.80 857,258.1 3,837,615.3 60.4% 13.5% 22.4% 22.3%
10 1998 535,805.6 868,887.10 875,378.5 3,975,736.3 61.7% 13.5% 21.9% 22.0%
11 1999 571,797.2 926,289.80 937,103.9 3,661,600.0 61.7% 15.6% 25.3% 25.6%
12 2000 658,256.3 1,028,905.60 1,006,512.3 3,689,200.0 64.0% 17.8% 27.9% 27.3%
13 2001 787,604.2 1,143,129.00 1,070,903.3 3,994,500.0 68.9% 19.7% 28.6% 26.8%
14 Total: 5,044,976.68 9,571,412.30 9,588,607.40 42,381,241.1[ 60.5% 13.6% 22.3% 22.4% Averages |
15
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Health Care Actual Expend itu re H istory
Tota l A ll Fund in g  Sources FY90 FY91 FY92 FY93 FY94 FY95
Medica id Serv ices 207,788.0 179,493.0 206,076.0 229,948.4 275,140.7 282,995.5

Catastroph ic & Ch ro n ic  I lln e ss  0.0 0.0 0.0 0.0 0.0 0.0

CHIP 0.0 0.0 0.0 0.0 0.0

M edica l Asst Adm in: 15,399.4 13,440.4 14,049.2 16.404.2 30,402.3 34,646.6
Medical Assistance Admin.
Modicaid Slate Programs 
Health Purchasing Group 
Certificaiton/Uconslng 
Hearings & Appeals

State Health Serv ices: 37,561.8 35,032.5 39,876.1 42,030.7 45,053.6 53,811.5
Nursing
MCFH
Public Health Admin Cvcr.
Epidemiology 
Bureau of Vilal Statistics 
Com . Heallh/Emorg Medical Svcs 
Community Health Grants 
Emergency Medical Svcs Grants 
Stolu Medical Examiner 
Inlar f Learning Program 
Public Hoalth Laos 
Tobacco Prevention & Control 
Radiological Heallh

Com m un ity  Mental Hea lth Grants:
Gen. Comm MH Grants 
Psychiatric Emergency Services 
Svcs to Chronically Monlall III 
Designated Evaluation S Treatment 
Svcs for Seriously Emotionally Dist Ylh

31,138.2 30,462.9 37,840.2 38,147.2 36,271.0 31,748.7

Com m un ity  Deve lopm enta l D lsab llt lcs 13,318.1 13,255.6 18,569.9 19,916.8 20,606.0 20,225.3

Institu tions & A dm in is tra t io n : 
Mental Health/DD Admin 
Alaska Psychiatric Institute

28,201.8 29,405.5 31,529.9 28,620.6 30,204.2 29,450.3

Designated BRUs P ub lic  Health Svcs:
Manlilaq Public Hoalth Svcs 924.1 770.5 779.3 926.8 921.6 910.4
Norton Sound Public Heallh Svcs 1,213.3 1,213.3 1,173.6 1,153.9 1,148.9 1,257.2
SEARHC Public Heallh Svcs 276.8 276.8 129.1 126.7 122.8 121.3
Tanana Chiofs Conference Public Hoalth 280.5 271.8 257.1 252.4 244.7 241.7
Yukon_Kuskokwim Public Hoalth Svcs 1,154.0 1,154.0 965.3 947.7 928.2 916.3

Tota l Des ignated BRUs: 3,848.7 3,686.4 3,304.4 3,407.5 3,366.2 3.446.9

FY96 FY97 FY98 FY99 FY00
311,757.7 334,852.6 365,536.5 395,689.5 470,709.0

0.0 0.0 0.0 3,045.0 3,653.5

0.0 0.0 0.0 1,128.1 2,363.4

34,811.4 38,060.8 31,936.2 29,899.0 32,736.0

60,642.4 68,370.5 64,896.5 70,911.3 74,819.4

31,707.8 26,290.2 25,928.6 26,676.1 27,617.0

20,619.1 21,644.9 20,033.0 19,500.0 20,293.0

27,982.6 26,394.9 24,061.5 21,410.3 22,526.7

910.4
1.257.2 

121.3 
241.7 
916.6

3.447.2

901.3
1.245.2 

120.1
239.3
907.4

3.413.3

901.3
1.245.2 

120.1
239.3
907.4

3.413.3

900.9
1,370.2

120.1
239.3
907.4 

3,537.9

901.3
1.370.2 

120.1
239.3
907.4

3.538.3

FY01 Tota l
583,861.0 3,843,047.9

4,304.0 11,002.5

2,632.8 6,124.3



0  Actual Expenditures Medicaid 
and Related Health Care 
Programs

H Total DHSS Actual 
Expenditures All Programs

□  Total H&SS Budget

Operating Budget R ra lth  Care Programs
(in thousands)
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Operating Budget HSBflh Care Programs
(in thousands)
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Actual Expenditure Totals 337,256.0 304,776.3 351,245.7 378,475.4 441,044.0 456,324.8

Welfare Programs
FY96
Actual

ATAP (formorly AFDC) 115,826.1
Child Caro Bonolils 6,390.3
Alaska Works Program (AWP) 5,374.5
Work Services (formerly AWP) 0.0
Tribal TANF Assistance 0.0

Total: 127,590.9

FY96
Budget

ATAP (formerly AFDC) 130,039.7
Child Care Bonolits 5,838.8
Alaska Works Program (AWP) 5,644.2
Work Sorvicos (formerly AWP) 0.0
Tribal TANF Assistance 0.0

Total: 141,522.7

FY96
Budget v . Actuals: Bud v  Act
ATAP (formerly AFDC) 14,213.6
Child Caro Benefits -551.5
Alaska Works Program (AWP) 269.7
Work Services (formorly AWP) 0.0
Tribal TANF Assistance 0.0

Actual Expenditure H istory, A ll Fund ing  Sources
FY97 FY98 FY99 FYOO FY01

Actual Actual Actual Actual Actual
115,194.7 90,903.2 74,326.7 60,814.3 52,225.2

7,884.8 12,848.1 31,714.4 39,154.0 25,371.2
6,385.9 7,398.2 9,120.1 0.0 0.0

0.0 0.0 0.0 12,599.9 12,923.1
0.0 0.0 0.0 2,405.2 2,405.2

129,465.4 111,149.5 115,161.2 114,973.4 92,924.7

FY97 FY98 FY99 FYOO FY01
Budget Budget Budget Budget Budget
122,709.8 112,458.0 92,470.9 77,853.4 66,112.8

6,788.6 12,042.7 23,712.8 40,853.7 31,852.0
5,828.5 7.424.1 10,424.1 0.0 0.0

0.0 0.0 0.0 13,715.2 14,290.1
0.0 0.0 0.0 2,405.2 2,405.2

135,326.9 131,924.8 126,607.8 134,827.5 114,660.1

FY97 FY98 FY99 FYOO FY01
Bud v  Act Bud v  Act Bud v  Act Bud v  Act Bud v  Act

7,515.1 21,554.8 18,144.2 17,039.1 13,887.6
-1,096.2 -805.4 -8,001.6 1,699.7 6,480.8

-557.4 25.9 1,304.0 0.0 0.0
0.0 0.0 0.0 1,115.3 1,367.0
0.0 0.0 0.0 0.0 0.0

Total Sav ings: 13,931.8

Reinvestm ent of ATAP Sav ings 
Child Care 0.0
Work Services 0.0
Native TANF Programs 0.0
Reinvestments related to Wellare Reform 0.0
Reinvestm ent Total: 0.0

S av ings v. Re investm ent D ifference 13,931.8
Note: Savings was also allocated to other 
programs within DHSS.

Adult Pub lic A ss istance FY96
Adult Public Assistance Actual 41,675.5
Adult Public Assistance Budget 42,990.6
Budget v. Actual 1,315.1

5,861.5 20,775.3 11,446.6 19,854.1 21,735.4

4,159.8 2,541.1 4,639.2 7,024.7 0.0
2,684.0 3,449.0 960.0 3,500.0 0.0

0.0 0.0 0.0 2,405.2 0.0
5,539.6 662.2 2,984.0 0.0

12,383.4 6,652.3 8,783.2 12,929.9 0.0

-6,521.9 14,123.0 2,663.4 6.924.2 21,735.4

FY97 FY98 FY99 FYOO FY01
43,886.3 45,528.8 47,766.3 50,058.2 52,848.7
43,658.2 44,359.0 47,524.0 49,740.4 52,970.9

-228.1 -1,169.8 -242.3 -317.8 122.2

“pi*if

490,968.2 519,027.2 535,805.6 571,797.2 658,256.3 787,604.2 5,832,580.9

Total

509,290.2
123,362.8
28,278.7
25,523.0
4.810.4

691,265.1

Total

601.644.6
121.088.6 
29,320.9
28.005.3
4.810.4

784,869.8

Total

92.354.4 
-2,274.2
1.042.2
2.482.3 

0.0

93,604.7

18.564.8 
10,59^.0
2,405.2
9.185.8

40.748.8

52.855.9

Total
281,763.8
281,243.1

-520.7

ni 7/oi
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□  W ork Services 
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□Adult Public Assistance Actual 
□Adult Public Assistance Budget
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Adult Public Assistance 
Actual versus Budgeted Expenditures 
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S u p p lc m c n t a ls  F Y 9 0 -  F Y 0 1  R e la te d  to  H e a lth  &  A s s is ta n c e

F Y  B R U C o m p o n e n t $  in  th o u s D e s c r ip t io n

H e a lth  R e la te d :

9 9  C C IA C C IA 1 ,1 4 5 .0 U n d er fu n d ed  A n tic ip a ted  C a se lo a d  C atastrop h ic  C h ron ic  III

0 0  C C IA C C IA 6 0 8 .6 C atastrop h ic /C h ron ic  I lln e ss  A ss is ta n c e

9 2  C o m m  D D  G rants C o m  D D  G rants - 3 4 9 .9 S U P

9 4  C o m m  D D  G rants C o m m  D D  G rants 1 .2 4 8 .9 T ran sfer  from  W a iv ers

9 2  C o m m  M H  G rants G en  C o m m  M H  G rants - 1 5 0 .0 S U P

9 9  C o m m  M H  G rants P sy ch ia tr ic  E m erg  S v c s -5 5 .0 R ed u c e  O p era tin g  M H  A pp rop riation

9 9  C o m m  M H  G rants S v s  fo r  S er  E m o t D is t  Y th -6 9 .6 R ed u c e  O p era tin g  M H  A pp rop riation

9 9  C o m m  M H  G rants S v s  to  C h ro n ica lly  M e n t 111 - 1 0 0 .0 R ed u c e  O p eratin g  M H  A pp rop riation

01 C o m m  M H  G rants D e s ig n a te d  E va l T reatm en t 9 74 .1 C a se lo a d  G row th

9 0  In stitu tion s &  A d m in A P I 2 6 6 .8 S U P

91 In stitu tion s &  A d m in A PI 5 6 0 .0 S U P

9 2  In stitu tion s &  A d m in A P I 4 0 0 .0 S U P

9 4  In stitu tion s &  A d m in A P I 4 2 4 .6 A P I

9 5  In stitu tion s &  A d m in A P I 0 .0 U n c o lle c t  R ec e ip ts  -G F /P R  + G F /M H

9 2  In stitu tion s &  A d m in H arbor V ie w  D e v  C en ter 3 1 3 .6 S U P

9 4  In stitu tion s &  A d m in H arbor V ie w  D e v  C en ter 2 5 4 .2 C ert. D e f ic ie n c y

91 M e d ica l A s s is ta n c e G en era l R e l ie f  M ed ica l -2 ,5 1 4 .6 S U P

9 4  M e d ica l A ss is ta n c e G en era l R e lie f  M ed ica l 4 0 0 .0 Program  G row th

9 0  M e d ica l A s s is ta n c e Indian  H ealth  S e r v ic e 3 ,4 4 6 .2 S U P

91 M e d ica l A s s is ta n c e Indian  H ea lth  S e r v ic e -1 ,5 8 4 .1 S U P

9 4  M e d ica l A s s is ta n c e In dian  H ea lth  S e r v ic e 3 ,5 6 7 .4 In creased  H IS  B illin g s

9 5  M e d ica l A s s is ta n c e In dian  H ealth  S e r v ic e 4 ,0 0 0 .0 Indian  H ea lth  S v s  M e d ic a id

9 7  M e d ica l A s s is ta n c e Indian  H ea lth  S e r v ic e 1 0 ,0 0 0 .0 In creased  H IS  M e d ic a id  R eim b u rsem en t R ates

9 0  M e d ica l A s s is ta n c e M e d ic a id  F a c ilit ie s 8 ,5 2 4 .9 S U P

91 M e d ica l A s s is ta n c e M e d ic a id  F a c ilit ie s - 1 6 ,9 9 5 .2 S U P



Supplemental FY90- FY01 Related to Health & Assistance

F Y  B R U C o m p o n e n t $  in  t h o u s D e s c r ip t io n

9 3  M e d ica l A ss is ta n c e M e d ica id  F a c ilit ie s 8 8 4 .8 R ed u c ed  G r o w th /S e c  137 D isp ro p  S h are

9 4  M e d ica l A ss is ta n c e M e d ic a id  F a c ilit ie s 7 ,6 7 4 .5 A S H N H A  ju d g m e n ts

9 4  M ed ica l A ss is ta n c e M e d ica id  F a c ilit ie s 3 ,3 0 0 .0 In creased  P articipan ts

9 4  M ed ica l A ss is ta n c e M e d ica id  F a c ilit ie s 1 .8 0 2 .5 D isp ro p o rtio n a te  S h are

9 0  M e d ica l A ss is ta n c e M e d ic a id  N o n -F a c ility 3 ,6 1 9 .1 S U P

91 M e d ica l A ss is ta n c e M e d ic a id  N o n -F a c ility 1 ,2 7 6 .4 S U P

91 M e d ica l A ss is ta n c e M e d ic a id  P F D  H o ld  HarmI 7 9 2 .2 S U P

9 6  M e d ica l A ss is ta n c e M e d ic a id  S e r v ic e s - 3 ,5 0 0 .0 M ed . F a c ilit ie s  L a p se  transfer to W elfa r e  R eform

9 8  M e d ica l A ss is ta n c e M e d ic a id  S e r v ic e s 1 ,3 0 6 .6 S c h o o l b a sed  se r v ic e s  for sc h o o l d istr ic ts

9 8  M e d ica l A ss is ta n c e M e d ica id  S e r v ic e s 1 0 ,0 1 8 .4 Indian  H ealth  S v c s  E n titlem en t Program

9 8  M e d ica l A ss is ta n c e M e d ica id  S e r v ic e s 8 6 6 .7 S c h o o l b ased  S e r v ic e s  R ela ted  to A d o u'  on

9 8  M e d ica l A ss is ta n c e M e d ica id  S e r v ic e s 0 .0 F u n d in g  C h a n g e  7 ,7 7 0 .1  D u e  to  L o w e r  F ed . r>iatch R ate

0 0  M e d ica id  S e r v ic e s M e d ica id  S e r v ic e s 1 2 2 .0 FYOO O p era tin g  C o sts

0 0  M e d ica id  S e r v ic e s M e d ica id  S v c s  L an g 2 9 ,9 6 0 .0 M e d ic a id  P roS h are R etro a c tiv e  Program  A p p rop ria tion

01  M e d ic a l A ss is ta n c e M e d ic a id  S e r v ic e s 1 5 ,0 0 0 .1 R e p la c e  F Y 01  M e d ic a id  C la im s P a y m en ts

01  M e d ica l A ss is ta n c e M e d ic a id  S e r v ic e s 8 0 ,8 9 0 .8 M e d ic a id  C a se lo a d  G row th  an d  H ig h er  C o sts

01  M e d ica l A ss is ta n c e M e d ic a id  S e r v ic e s 5 7 .8 F a c ility  R a te -S ettin g  S e ttle m e n ts  w /M e d ic a id  P roviders

9 0  M e d ica l A ss is ta n c e M e d ica id  S ta te  P rogram s 8 8 2 .0 S U P

91 M e d ica l A ss is ta n c e M e d ica id  S ta te  P rogram s - 4 8 8 .9 S U P

9 4  M e d ica l A ss is ta n c e M e d ica id  S ta te  P rogram s 6 .0 0 0 .0 A P I D isp ro p  S h are

9 4  M e d ica l A ss is ta n c e W a iv e r  S e r v ic e s -2 ,4 9 7 .8 T ra n sfer  to C o m m  D e v  D isa b ilit ie s

9 5  M e d ica l A s s is ta n c e W a iv e r  S e r v ic e s - 1 1 1 .0 L a p se  A p p rop ria tion

9 9  M e d ic a l A s s t  A d m in M e d ica l A s s t  A d m in - 3 0 .0 R e d u c e  C ap  E m e r g e n c y  M e d ic a l S e r v ic e s  E q u ip m en t

9 3  M e d ica l A s s t  A d m in C la im s P ro c ess in g 7 5 0 .0 In creased  C o sts

9 0  M e d ica l A ss t .  A d m in C la im s P r o c e ss in g 4 7 2 .0 S U P

9 0  M e d ica l A ss t . A d m in M e d ica l A s s t  C entral A d m in 1 0 0 .0 S U P

9 8  P u b lic  L a b s& R a d io lo g ica l C h ie f  o f  L ab  &  R ad  S v c s 1 8 0 .0 P la n n in g  and D e s ig n in g  for  P u b lic  H ea lth  L ab s

01  S ta te  H ea lth  S e r v ic e s B u reau  o f  V ita l S ta ts 2 2 5 .0 In crea se  O p eratin g  C o sts  H e ir lo o m  C er tific a te s

9 9  S ta te  H ea lth  S e r v ic e s B u reau  o f  V ital S tats 0 .0 R e d u c e  C ap  A r c h iv e  Im a g in g  S y s te m



Supplemental FY90- FY01 Related to Health & Assistance

F Y  B R U C o m p o n e n t $  in  th o u s D e s c r ip t io n

9 9  S ta te  H ea lth  S e r v ic e s C o m m  H ealth  G rants -0 .9 R ed u ctio n  U n c o m m itte d  G rant Funds

9 5  S ta te  H ea lth  S e r v ic e s E p id e m io lo g y 3 4 2 .0 C on tro l T B

9 9  S ta te  H ea lth  S e r v ic e s H e a lth y  F a m ilie s 0 .0 R ed u ctio n  U n sp en t G rant to  B e th e l

0 0  S ta te  H ea lth  S e r v ic e s H e a lth y  F a m ilie s 1 ,0 0 0 .0 A d d  I/A  R ec e ip ts  for T A N F  from  P u b lic  A ss t  A d m in

9 4  S ta te  H ea lth  S e r v ic e s L ab oratory  S e r v ic e s - 1 1 1 .3 L o ss  o f  G F /P R

9 7  S ta te  H ea lth  S e r v ic e s L ab oratory  S e r v ic e s 9 9 .3 In d oor R an d om  M o n ito r in g  G rant

9 8  S ta te  H ea lth  S e r v ic e s M C F H 1 0 0 .0 M aternal C h ild  C are H ealth  S p e c ia lty  C lin ic s

9 0  S ta te  H ea lth  S e r v ic e s N u r s in g 3 5 4 .4 S U P

9 9  S ta te  H ea lth  S e r v ic e s N u r s in g - 1 0 .0 R ed u ction  o f  1 Inspent G rant R ese rv e s

9 3  S ta te  H ea lth  S e r v ic e s P o st  M o rtem  E x a m in a tio n s 0 .0 A u to p s ie s

9 8  S ta te  H ea lth  S e r v ic e s W IC 1 ,2 4 1 .5 S u p

9 9  Y 2 K  S u p p lem en ta l Y 2 K  S u p p lem en ta l 2 ,4 0 0 .0 M e d ica id  M a n a g em e n t In fo  S y s te m  U p g ra d e

9 9  Y 2 K  S u p p lem en ta l Y 2 K  S u p p lem en ta l 10 .0 P u b lic  H ea lth  L ab S erv er  R ep la ce m en t

9 9  Y 2 K  S u p p lem en ta l Y 2 K  S u p p lem en ta l 0 .0 E m er g en cy  M e d ica l S v s  C ertifica tio n  D a ta b a se

9 9  Y 2 K  S u p p lem en ta l Y 2 K  S u p p lem en ta l 1 0 0 ,0 A P I H osp ita l In form ation  S y ste m

A s s is ta n c e  R e la te d :

91 A ss is ta n c e  P a y m en ts A F D C 9 0 7 4 .6 S U P

9 2  A ss is ta n c e  P a y m en ts A F D C 1 6 ,3 6 6 .2 S U P

9 3  A ss is ta n c e  P a y m en ts A F D C 8 ,0 0 7 .0 C O L A /C a se lo a d  In crease

9 4  A ss is ta n c e  P a y m en ts A F D C - 2 ,0 0 0 .0 Program  R ed u ctio n

9 5  A ss is ta n c e  P a y m en ts A F D C -4 ,1 0 0 .0 L ap se  A pp rop ria tion

91 A ss is ta n c e  P a y m en ts A P A 9 4 8 .3 S U P

9 2  A ss is ta n c e  P a y m en ts A P A 1 ,6 6 2 .3 S U P

9 3  A ss is ta n c e  P a y m en ts A P A 1 ,671 .1 C O L A /C a se lo a d  In crease

91 A ss is ta n c e  P a y m en ts G en era l R e l ie f  A ss is ta n c e 5 5 0 .0 S U P

91 A ss is ta n c e  P a y m en ts P o st  M ortem  E x a m in a tio n s 2 8 6 .6 S U P

0 0  F ront L in e  S o c ia l  W ork ers F L S W 2 6 1 .8 O p eratin g  C o sts

0 0  P u b lic  A ss is ta n c e A P A 4 4 0 .5 A P A  A ss is ta n c e  P a y m en ts



Supplem ental FY90- FY01 Related to Health & Assistance

F Y  B R U C o m p o n e n t $  in  th o u s D e s c r ip t io n

9 6  P u b lic  A s s t  A d m in A F D C - 4 ,5 0 0 .0 T ran sfer  to  W elfa r e  R eform

9 0  P u b lic  A s s t  A d m in A la sk a  W ork  P rogram s 3 4 0 .9 S U P

9 3  P u b lic  A ss t  A d m in A la sk a  W ork  Program s 3 9 0 .0 C h ild  C are C ost

9 7  P u b lic  A s s t  A d m in A P A 8 0 0 .0 F u n d in g  for E stim ated  F Y 9 7  C o sts

9 7  P u b lic  A s s t  A d m in A T A P -8 0 0 .0 A F D C

9 8  P u b lic  A ss t  A d m in A T A P -3 ,5 0 0 .0 C a se lo a d  R ed u ctio n  S a v in g s

9 6  P u b lic  A s s t  A d m in C h ild  C are B e n e fits 1 ,0 0 0 .0 In crease for W e lfa r e  R eform

9 9  P u b lic  A s s t  A d m in C h ild  C are B e n e fits 1 ,8 0 1 .9 A d d  F ederal R e c e ip ts  for  C h ild  C are B e n e fits

9 9  P u b lic  A s s t  A d m in C h ild  C are B e n e fits 3 ,6 0 0 .0 O p era tin g  C o sts  for F Y 9 9

0 0  P u b lic  A s s t  A d m in C h ild  C are B e n e fits 1 ,5 0 0 .0 FYOO C h ild  C are B e n e fits

9 2  P u b lic  A s s t  A d m in E lig ib ility  D eterm in ation 3 0 4 .9 S U P

9 3  P u b lic  A ss t  A d m in E lig ib ility  D eterm in ation 2 6 5 .3 C a se lo a d  In crease

9 6  P u b lic  A ss t  A d m in P u b lic  A ss t  A d m in 3 .5 0 0 .0 EIS U p g ra d es for  W elfa r e  R eform

9 9  P u b lic  A ss t  A d m in P u b lic  A ss t  A d m in 0 .0 R ed u c e  C ap  W elfa r e  R eform  In fo  S y ste m

9 9  P u b lic  A s s t  A d m in P u b lic  A ss t  A d m in - 3 0 .0 R ed u ctio n  U n c o m m itte d  G rant F un ds

0 0  P u b lic  A ss t  A d m in P u b lic  A ss t  A d m in 3 ,0 0 0 .0 In crease F ederal R ec e ip ts  for T A N F

M is c e l la n e o u s :

91  A n c h o r a g e  S S B G S o c ia l S e r v ic e s  B lk  Grt 9 8 4 .0 S U P

91 F airban ks S S B G S o c ia l S e r v ic e s  B lk  Grt 16 .0 S U P

91 P F D  H o ld  H a r m less P F D  H o ld  H arm less 1 ,0 9 2 .2 S U P

9 2  P F D  H o ld  H a r m less P F D  H o ld  H arm less 1 ,4 9 7 .7 S U P

9 4  P F D  H o ld  H a r m less P F D  H o ld  H arm less 2 4 4 .4 In creased  R ec ip ien ts

0 0  P u b lic  A ss is ta n c e E n er g y  A ss t  Program 2 ,3 6 1 .1 E m er g en cy  H ea tin g  A ss is ta n c e

0 1  P u b lic  A ss is ta n c e E n er g y  A ss t  Program 3 ,3 5 1 .3 Addt'I F ederal F u n d s fo r  L IH E A P  G rants
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C o m p a r is o n  o f  M e d ic a id  A llo c a t io n  M e th o d s

District By Provider By_£MJ>!e Difference

t 16,839.0 16,904.5 '65.5

2 15,957.2 16,170.1 -213.0
3 24,875.8 19,680.6 5,195.2

4 6,836.3 12,173.4 -5,337.0

5 6,531.8 12,103.4 -5,571.7
6 11,376.9 12,928.0 -1,551.1
7 18,781.5 24,094.5 -5,312.9

8 25,461.5 23,993.8 1,467.7

9 14,955.8 20,081.8 -5,126.0
10 7,608.7 10,173.1 -2,564.4

11 31,192.9 23,906.8 7,286.1

12 8,050.0 15,223 3 -7,173.3
13 10,991.9 13,482.7 -2,490.8

14 6,186.8 15,939.2 -9,752.4

IS 18,150.5 34,213.3 16,062.8

16 20,749.2 34,164.3 -13,415.1

17 8,932.6 15,287.1 -6,354.5

18 6,824.2 8,412.8 -1,588.6

19 58,160.4 17,866.1 40,294.2

20 40,999.3 29,447.4 11,551.9
21 113,124.9 21,205.2 91,919.7

22 7,8539 16,346.2 .8,492.3

23 6,382.9 12,629.6 -6,246.6

24 14,473.1 20,067.7 -5,594.5

25 9,226.8 12,413.8 -3,187.1

26 23,761.7 20,063.1 3,698.5

27 19,472.6 24,292.2 -4,819.5

23 10,653.4 25,358.8 -14,705.4

29 4,446.9 7,866.4 -3,419.5

30 9,663.6 12,941.1 -3,277.4

31 49,518.6 26,445.7 23,072.9

32 4,071.4 6,593.5 -2,522.1

33 4,481.7 8,078.1 -3,596.4

34 4,281.8 7,960.4 -3,678.6

35 8,457,9 11,543.2 -3,085.3

36 6,460.0 19,582.3 -13,122.3

37 6,929.9 13,115.0 -6,185.1

38 15,252.6 31,420.9 -16,168.3

39 30,002.1 30,858.4 -356.3
40 2,426.8 5,383.4 -2.956.6

Total 710,405.0 710.411.3 -6.3

#
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A u th o r iz e d  O p e r a t in g  E x p e n d itu r e s  b y  D is tr ic t

(in  $ th ou san d s)

District Entitlements GpWtt Proeram Services Facilities Administration ToUl

1 16,904.5 4,383.1 3,812.8 95.6 0.0 25,196.1

2 16,170.1 3,996.3 1,994.4 0.0 0.0 22,160.8

3 19,680.6 4,470.2 19,631.1 1,247.8 2,906.4 47,936.1

4 12,173.4 4,481.3 19,631.1 1,247.8 2,906.4 40,440.0

5 12,103.4 2,479.5 684.4 0.0 0.0 15,267.3

6 12,928.0 2,304.6 1312.3 0.0 0.0 16,444,8

7 24,094.5 3386.7 2,072.6 0.0 0.0 29,553.8

8 23,993.8 2,812.4 2,072.6 0.0 0.0 28,878.8

9 20,081.8 2,074.7 2,072.6 0.0 0.0 24,229.1

W 10,173.1 2,649.3 6,194.6 1,752.4 217.3 20,986.7

11 23,906.8 2,649.3 6,194.6 1,752.4 217.3 34,720.4

12 15,223.3 2,6493 6,194.6 1,752.4 217.3 26,036.9

13 13,482.7 2.649.3 6,194.6 1,752.4 217.3 24,296.3

14 15,939.2 2,649.3 6,194.6 1,752.4 217.3 26,752.8

IS 34,213.3 2,649.3 6,194.6 1,752.4 217 3 45,026.9

16 34,164.3 2,649.3 6.194.6 1,752.4 217.3 44,977.9

17 15̂ 87.1 2,649.3 6,194.6 1,752.4 217.3 26,100.7

18 8,412.8 2,649.3 6,194.6 1,752.4 217.3 19,226.4

19 17,866.1 2,649.3 6,194.6 1,752.4 217.3 28,679.7

20 29,447.4 2,6493 6,194.6 1,752.4 217.3 40,261.0

21 21,205.2 2,649.3 6.194.6 1,752.4 217.3 32,018.8

22 16,346.2 2,649.3 6,194.6 1,752.4 217.3 27,159.8

23 J2.629.6 2,649.3 6,194.6 1,752.4 217.3 23,443.2

24 20,067.7 2,649.3 6,194.6 1.752.4 217.3 30,881.3

25 12,413.8 2,649.3 6,194.6 1,752.4 217.3 23.227.4

26 20,063.1 3,524.0 2,248.6 408.9 0.0 26,244.6

27 24,292.2 3,392.6 2,248.6 408.9 0.0 30,342.3

28 25,358.8 3.489.7 2,248.6 408.9 0.0 31,506-0

29 7,866.4 3,227.1 3,431.5 477.5 0.0 15,002.5

30 12,941.) 3,231.8 3,431.5 477.5 0.0 20,081.9

31 26,445.7 3,193.6 3,431.5 477.5 0.0 33,548.4

32 6,593.5 3,219.1 3,431.5 477.5 0.0 13,721.7

33 8,078.1 3,247.8 3,431.5 477.5 0.0 15,234.9

34 7,960.4 3,184.1 3,431.5 477.5 0.0 15,053.5

35 11,543.2 1,089.5 1,036.3 0.0 0.0 13,669.0

36 19,582.3 3,401.4 1,290.5 0.0 0.0 24,274.2

37 13,115.0 7,924.6 1,212.3 0.0 0.0 22,251.9

38 31,420.9 5,201.3 2,424 6 687.7 0.0 39,734.4

39 30,858.4 11,640.9 9,600.5 2,081.7 0.0 54,181.5
40 5,383.4 1,712.5 352.0 OO 00 7,447.8

Total 710,411.3 133,457.3 195,548.2 37,491.4 9,289.3 1,086,197.5

DHSS Budget Section a/t 3/200)



(1 )  R e t ir e e  M e d ic a l  I n s u r a n c e

T h e  fo l lo w in g  ta b le  su m m a r iz e s  th e  m o n th ly  p rem iu m  p er  b e n e f it  r e c ip ie n t  s in c e  

retiree  m e d ic a l b e n e f its  h a v e  b een  p r o v id e d  u n d er  P E R S  an d  T R S .

Monthly Premium Annual Average Compound

Time Per Retiree Percentage Annual Increase
Period For Health Coverage Increase Since FY78

2 /1 /7 6 - 1 /3 1 /7 7 $  3 4 .7 5 — —

2 /1 /7 7 - 1 /3 1 /7 8 5 7 .6 4 66 % —

2 /1 /7 8 - 1 /3 1 /7 9 6 9 .1 0 2 0 % 2 0 %

2 /1 /7 9 -1 /3 1 /8 0 6 4 .7 0 - 6 % 6%

2 /1 /8 0 -1 /3 1 /8 1 9 6 .3 4 4 9 % 19%

2 /1 /8 1 -1 /3 1 /8 2 9 6 .3 4 0% 14%

2 /1 /8 2 - 1 /3 1 /8 3 1 1 5 .6 1 20% 15%

2 /1 /8 3 - 1 /3 1 /8 4 1 5 6 .0 7 3 5 % 18%

2 /1 /8 4 - 1 /3 1 /8 5 1 9 1 .8 5 23 % 19%

2 /1 /8 5 -1 /3 1 /8 6 1 6 8 .2 5 -1 2 % 14%
2 /1 /8 6 -1 /3 1 /8 7 1 6 5 .0 0 - 2 % 12%
2 /1 /8 7 - 1 /3 1 /8 8 1 4 0 .2 5 -1 5 % 9%

2 /1 /8 8 - /3 1 /8 9 2 1 1 .2 2 51% 13%

2 /1 /8 9 - 1 /3 1 /9 0 2 5 2 .8 3 20 % 13%

2 /1 /9 0 -1 /3 1 /9 1 2 4 3 .9 8 - 4 % 12%

2 /1 /9 1 - 1 /3 1 /9 2 2 4 3 .9 8 0% 11%

2 /1 /9 2 - 1 /3 1 /9 3 2 2 6 .9 0 - 7 % 10%

2 /1 /9 3 -1 /3 1 /9 4 3 0 9 .7 2 37 % 11%

2 /1 /9 4 - 1 /3 1 /9 5 3 3 6 .0 5 9% 11%

2 /1 /9 5 - 1 /3 1 /9 6 3 5 0 .5 0 4% 11%

2 /1 /9 6 - 1 /3 1 /9 7 3 5 0 .5 0 0% 10%

2 /1 /9 7 - 1 /3 1 /9 8 3 6 8 .0 0 5% 10%

2 /1 /9 8 - 1 2 /3 1 /9 8 3 6 8 .0 0 0% 9%

1 /1 /9 9 - 1 2 /3 1 /9 9 4 4 2 .0 0 20 % 10%

1 /1 /0 0 - 1 2 /3 1 /0 0 5 3 0 .0 0 20 % 10%

1/1/' 1 2 /3 1 /0 1 6 1 0 .0 0 15% 10%

A s  y o u  can  s e e  fro m  th e  a b o v e  ta b le , th e  m o n th ly  retiree  m e d ic a l p r e m iu m  fo r  th e

Jan uary  1, 2 0 0 1  to  D e c e m b e r  3 1 ,2 0 0 1  t im e  p erio d  h as in c r e a se d  to  $ 6 1 0 .0 0 .  S in c e  

th e  8 6 /8 7  t im e  p er io d , a n n u a l p rem iu m  rate c h a n g e s  h a v e  ra n g ed  fro m  5 1 %  u p  to  

15%  d o w n , but th e  a v e r a g e  c o m p o u n d  an nu ai in c r e a se  h a s  b een  a b o u t 9% .
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E A C H  S T A T E  I S  F R E E  T O  

P A R T I C I P A T E  I N  T H E  

M E D I C A I D  P R O G R A M  O R  

N O T  T O  P A R T I C I P A T E .

I F  T H E  L E G I S L A T U R E  V O T E S

T O  P A R T I C I P A T E .

I T  W I L L  H A V E  T O ____



• P R O V I D E  C E R T A I N  M I N I M U M  
H E A L T H  C A R E  S E R V I C E S
P R O M U L G A T E  N E C E S S A R Y  
S T A T U T E S  A N D  R E G U L A T I O N S  
T O  I M P L E M E N T  T H E  S T A T E ' S  
M E D I C A I D  P R O G R A M - A S  4 7 . 0 7 . 0 1

• E S T A B L I S H  P A Y M E N T  
S T R U C T U R E S  F O R  A N D  
O V E R S I G H T  O F  P R O V I D E R S .



I S

6 0 %  F E D E R A L  M O N E Y

<«■

4 0 %  S T A T E  M A T C H I N G
F U N D S =

F U L L  A N N U A L  F U N D 1 C N S










