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FEDERAL BUDGET CUTBACK

On February 1, 2006, the U.S. House of Representatives approved by a 216-214 vote a budget cutback bill that includes substantial cuts in Medicaid (including the changes reported in the January 2006 MGH Community News “Pending Medicaid Asset Transfer Restrictions”).  The bill is still being analyzed, but some of the provisions include: 

1. options to allow states to increase Medicaid premiums and copayments

2. a requirement that citizens applying for Medicaid present a passport or birth certificate to demonstrate their citizenship 

3. increases and much tighter restrictions in the look-back period for asset transfers when seeking long-term care 

4. changes in welfare provisions that would impact work-requirements and penalize two-parent families, 

5. reduce child-support enforcement 

6. delay SSI payments

7. decreased foster-care payments

Please see the special supplement attached for details.

What follows is an abridged analysis from The Center on Budget and Policy Priorities.  For all of these provisions we will have to see how they are implemented in Massachusetts.
1.  Increases in Medicaid co-payments and premiums.  The increases in co-payments for health care services would be especially large for people just above the poverty line, who could find themselves charged $20 to $100 or more for some health care services for which they now are charged no more than $3. 

Under current law, states may not charge premiums to Medicaid beneficiaries, and generally may charge co-payments of no more than $3 for each service or medication, with some populations fully exempt from co-payments and premiums.  The conference agreement significantly alters these rules, permitting cost-sharing increases for six million children on Medicaid and many other low-income beneficiaries.  (should this sentence go at the beginning of the article?).  The cost-sharing provisions in the conference agreement include the following:
For many near-poor Medicaid beneficiaries with incomes between 100 percent and 150 percent of the poverty line (between about $16,000 and $24,000 for a family of three), states could charge co-payments of up to 10 percent of the cost of the needed medical service.  For example, in one state, a typical inpatient hospital day may cost between $1,000 and $1,600.  A 10 percent co-payment would equal $100 to $160.  For many low-income beneficiaries with incomes above 150 percent of the poverty line, states could charge substantial premiums to participate in Medicaid and could also charge co-payments of up to 20 percent of the cost of the needed medical service. 

For many beneficiaries with incomes below the poverty line, the legislation intends that states could increase the existing nominal co-payment charge of $3 per health care service or medication each year by the percentage increase in the medical care component of the Consumer Price Index.  The medical care component of the CPI has been rising twice as fast as the general inflation rate, however, and thus at least twice as fast as poor beneficiaries’ incomes.  (Due to a serious legislative drafting error, poor beneficiaries actually could end up being charged unlimited co-payments and unlimited premiums, although that evidently was not what the conferees intended.) 

The only limit on the cost-sharing increases under the legislation is that total cost-sharing may not exceed five percent of a family’s income over a three month period.  (This means that if a family suddenly experienced a major health problem, the family might face co-payment charges that substantially exceeded 5 percent of its income in a single month before it reached the limit of five percent of its quarterly income.)  A significant body of research has found that cost-sharing charges of significantly less than five percent of income induce substantial numbers of low-income people to forgo health care services or medications, and that some such individuals become sicker as a result.

2.  Citizenship documentation that would likely decrease Medicaid coverage among eligible U.S. born citizens, especially elderly African-Americans.  The conference agreement also imposes a new Medicaid mandate on states, essentially requiring that native-born citizens applying for Medicaid must provide a birth certificate or passport to demonstrate their citizenship.  This provision is said to be intended to deter illegal immigrants from falsely claiming citizenship to obtain Medicaid.  An extensive study issued last summer by the HHS Office of the Inspector General, however, found no substantial evidence that such false applications are actually occurring. 
This provision is virtually certain to create serious barriers for native-born citizens who apply for Medicaid but lack ready access to a birth certificate or passport.  Many individuals who require Medicaid coverage — such as people affected by emergencies like Hurricane Katrina, homeless people, or those with mental illness — may be unable to get Medicaid promptly when they need it because they do not have such documents in their possession.
There also are significant civil rights implications.  A large number of elderly African-Americans lack birth certificates because they were born in an era when African-Americans (especially in the South) had less access to hospitals due to racial discrimination and thus never received birth certificates.  One study estimated that as many as one in every five African-Americans born around 1940 lacks a birth certificate.  Such people may now be disqualified from Medicaid as a consequence.  (The Leadership Conference on Civil Rights sent a strong letter to the Congressional Leadership recently beseeching it not to include this provision in the conference agreement.  The Leadership evidently ignored the request.)

3.  Overly restrictive asset transfer rules for people who need nursing home care.   This was reported in detail in last month’s MGH Community News (1/06).  Preventing more-affluent individuals from sheltering assets that could be used to pay for their long-term care is a very laudable goal.  The provisions in the conference agreement, however, go well beyond it.  The largest share of the savings in this area in the conference report come from a provision that would penalize many non-affluent individuals who make modest gifts to relatives or contributions to charity and then experience an unexpected decline in their health several years later that causes them to need long-term care.

4.  The most substantial — and controversial — changes in welfare policy since 1996.  The changes include:  expensive and unfunded new requirements that would be imposed on states; the elimination of state flexibility in designing work requirements for low-income families served entirely with the state’s own funds; and provisions that would encourage states to exclude poor two-parent families from assistance.  In addition, child care would be heavily under-funded:  by 2010, an estimated 255,000 fewer children in low-income working families not receiving cash welfare assistance would receive child care aid than received it in 2004. 

CBO analyses show that the conference agreement would impose very expensive new work requirements on states.  The bill also provides the U.S. Department of Health and Human Services with vast new regulatory authority to micromanage how states operate their welfare-to-work programs, down to new, unfunded paperwork requirements for tracking participation in work activities.  In addition, in a major change in policy that goes well beyond anything in any prior TANF bill, including the TANF provisions in the House-passed budget reconciliation bill, the conference agreement would remove from states the flexibility they now have to apply different types of work-related requirements to people receiving assistance that is funded entirely with state "maintenance of effort" funds.  (These are state funds that a state must expend to draw down federal TANF funds.)  Finally, the bill includes provisions that will virtually guarantee that any state that provides income assistance to poor two-parent families will face fiscal penalties for failing to meet the work participation requirements that would be specifically applied to those families, which independent researchers and state officials uniformly agree are unattainable even in the most effectively run program.  As a result, many states may sharply curtail assistance to such families and, ironically, take many states back to the old AFDC days when only single-parent families could get assistance.  This is particularly ironic since other provisions in the TANF section of the conference agreement provide new funding for initiatives designed to encourage marriage.
5.  Child support enforcement  The conference agreement’s reductions in funding would, according to CBO, mean that $2.9 billion in child support that otherwise would be collected over the next five years — and $8.4 billion that otherwise would be collected over the next ten years — would go uncollected instead. 

6.  Delay SSI payments  The conference agreement includes provisions that would delay certain SSI payments for up to a year for many poor individuals with disabilities who are found eligible for SSI.  Poor individuals with disabilities who have waited months for the Social Security Administration to review and approve their applications for SSI (a common occurrence in SSI), and who consequently are owed more than three months of back benefits, would have to receive these benefits in installments that could stretch out over the course of a year.  The first installment would include no more than three months of back benefits.  By contrast, under current law, most such disabled individuals receive their back benefits in a single lump sum payment.  Individuals owed more than 12 months' worth of benefits receive benefits in installments, but the first installment is equal to 12 months of benefits.
This provision of the conference agreement means many poor SSI recipients with disabilities would have to wait longer for benefits they are owed, making it more difficult for them to pay off arrears in bills that have built up during the period when they were unable to work due to their disability but were not receiving any SSI benefits because SSA was still processing their application.  Some poor individuals with disabilities could die before receiving the full back benefits they are owed.  (With two minor exceptions, if a person dies before being paid SSI benefits they are owed, the SSI benefits are not paid to the person’s relatives or estate.  These back benefits are not even available to help family members pay for funeral costs.) 
7.  Foster Care  The bill includes $343 million in net cuts in funding for the foster care program, including two cuts that will make it harder for some states to provide federally funded foster care benefits to certain relatives (often grandparents) who are raising children because their parents are unable to do so. This represents a cost-shift to these states, which will still need to provide assistance to these families to ensure that the children continue to be cared for.  In some states, it also will represent a cut in the level of aid provided to these families.
-Adapted from  “Assessing The Effects Of The Budget Conference” from The Center on Budget and Policy Priorities, at http://www.cbpp.org/12-20-05bud.htm and “MassHealth Defense Meeting Tues., 2/7” e-mail from MassHealth Defense Group February 03, 2006.
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