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A GLOBAL MEDICAID WAIVER IN RHODE ISLAND WOULD BE RISKY FOR MEDICAID BENEFICIARIES, HEALTH CARE PROVIDERS, AND THE STATE AS A WHOLE

April 22, 2008
The proposed Global Consumer Choice Compact waiver would cap federal matching funds for Rhode Island’s Medicaid program, leaving the state at risk if health costs or enrollment grow faster than anticipated. 

The Global Consumer Choice Compact waiver that has been submitted to the Centers for Medicare and Medicaid Services (CMS) would fundamentally change the financing of Rhode Island’s Medicaid program. Instead of the current federal-state partnership that responds to the needs of beneficiaries and the state, Rhode Island would receive a capped allotment of federal funds that could leave the state short of federal funds to cover health care services for Rhode Island residents. 

Under the existing federal-state financial partnership, the federal government pays for about 52 percent of Rhode Island’s Medicaid costs, no matter what those costs are.  Under the waiver, the state and the federal government would agree on a maximum amount of federal funds for the five-year waiver period.  

One of the biggest virtues of the current federal Medicaid matching system is that it provides states with flexible federal support to meet the health care needs of its most vulnerable residents.  Under the current system, federal payments are guaranteed to states on an as-needed basis.  Uncapped federal financing allows states to guarantee coverage and meet the health care needs of all low-income people who meet the eligibility criteria the state has established.  

Federal Medicaid matching payments to states are based on actual state expenditures. This ensures that federal Medicaid support is available to fund a share of Rhode Island’s Medicaid costs, regardless of the many unpredictable factors that can cause those expenditures to change without warning, including:

· Changing economic factors that can result in unanticipated enrollment increases, such as the current economic downturn, 

· A new disease or epidemic, such as the avian flu;

· A natural disaster, such as Hurricane Katrina; 
· Medical advances, such as new drugs or technology;

· Higher than projected health care inflation; and

· Increases in the number of employers dropping health care coverage.

Each of these factors is beyond the control of a small state like Rhode Island.  Moreover, much of the state’s proposal deals with changes in how the state will deliver long-term services and supports.  This is an area where there is a great deal of uncertainty regarding the numbers of people who will rely on Medicaid for assistance, the level of support each person will need, and whether or not the state will be able to successfully re-orient the system to appropriately shift more resources into community settings from institutional settings such as nursing homes.  Unanticipated growth in health care costs or enrollment would force the state to make hard choices.  To deal with these unanticipated costs, Rhode Island would have to cut eligibility, benefits or provider payments or fund the increased costs with state funds without any federal match. 

If the proposed waiver was approved, Rhode Island would be the first state with a global cap on federal funding covering both acute care and long-term services.

The cap on federal funds would limit the amount of funding Rhode Island would have to provide all health care services to all beneficiaries except for beneficiaries eligible for Medicare and Medicaid (“duals’).  While Vermont has waivers that place a global cap on federal funds for Medicaid, it has separate waivers and separate funding caps for acute care and long-term services.

Under the waiver proposal, Rite Care, Rhode Island’s longstanding, successful program for children and families would end.  While the proposed waiver would operate under the same waiver authority as Rite Care  (section 1115 of the Social Security Act), the financing is quite different.  First, Rite Care operates under a per capita cap, which means that the state is only at risk for unanticipated growth in health care costs but not for enrollment growth.  Second, Rite Care covers children and families, whose health care costs are on average lower and more predictable than costs for seniors and people with disabilities, particularly when costs for long-term services and supports are included under the funding cap. 

In the waiver, the state proposes to cut back eligibility for parents and impose new premiums for children and families.  Given the tenuous nature of predictions regarding health care costs and enrollment, the unprecedented breadth of the proposed waiver, and uncertainty that the state will be able to achieve the savings it seeks by moving people from institutional care to the community, the state could be forced to make further cuts in eligibility and benefits for children and families as well as seniors and people with disabilities in the future.
Some seniors and people with disabilities could end up without the long-term services and supports they need.

According to the concept paper, the Consumer Choice Compact waiver would trade a defined federal contribution in exchange for increased flexibility in program design that would allow the state to provide services to seniors and people with disabilities in the community rather than in institutions.  This is a laudable goal.  However, capped federal funding, along with the unprecedented flexibility the state is seeking, presents significant risks for beneficiaries:

Currently, all beneficiaries who meet the level of need for institutional services have an entitlement to nursing home care. Some beneficiaries who meet the level of need for nursing home care are able to receive home and community-based services (HCBS) through a Medicaid waiver, but in Rhode Island as in other states HCBS waivers cannot accommodate all beneficiaries who would prefer to receive services in the community.  

Because care in a nursing home is guaranteed, there is a bias toward institutional care in the Medicaid program. The Rhode Island waiver would replace the single standard for determining whether a beneficiary can receive long-term services with a three-tier standard: highest, high, and preventive.  Only those who meet the highest level of need would have an entitlement to long-term services, including institutional care.  Those in the other groups would have access to a broad range of “core” and/or “preventive” services, but only to the extent funding is available. 

The approach in the waiver would make more beneficiaries eligible to receive HCBS services, but at the same time it creates significant risks.  The waiver does not specify what the level of care standards would be.  If the “highest” standard is set at a higher level of need than the current standard for long-term services, then some people who today meet the standard for care in a nursing home would only receive long-term services if funding is available. 

Under current policy, there are many people who require a nursing home level of care, but who receive services that enable them to remain in the community.  Even if the vast majority of these individuals hope to never enter a nursing home, their right to nursing home care is an essential beneficiary protection—and a big incentive for the state to invest more resources in community services.  It is troubling that some portion of people with needs great enough to require a nursing home level of care could be stripped of their rights to receive this service, especially since the distinction between the group that would remain entitled to nursing home care and the group to lose this entitlement could be arbitrary.

Many of the long-term services Rhode Island proposes mirror a waiver that is in place in Vermont.  There are many positive features in what Vermont is doing.  At the same time, the Vermont experience exposes some of the risks of the Rhode Island proposal.  Beneficiary advocates in Vermont have stated that when their waiver was implemented, individuals receiving community services experienced significant reductions in the number of hours of services they could receive.  The state also has acknowledged that a shortage of direct care workers to provide services in the community has been a major challenge.  Rhode Island could also expect to grapple with these issues.

Capped federal funding heightens the risk that funding will run out for long-term services, which could leave at least some beneficiaries without the care they need.  The waiver includes an ambitious agenda for increasing the capacity of the long-term service system that would allow the state to use Medicaid funds for new services such as flexible transportation, fall prevention training and rate increases and financial incentives for health care providers.  Again, these are all good ideas but the ability to carry them out with a capped allotment of federal funds is questionable.

The lack of transparency in the federal waiver process, particularly in negotiation of the “budget neutrality” agreement increases the risks for beneficiaries, health care providers, and the state as a whole.

The concept paper for the Global Consumer Choice Compact waiver includes no details as to the actual financing of the waiver beyond the statement that Rhode Island is seeking a global cap on federal matching funds.  The Government Accountability Office (GAO) recently examined the process of approval for waivers in Vermont and Florida and criticized the lack of transparency in the federal waiver process.  The GAO stated that a “federal-level process does not exist that would allow stakeholders and beneficiaries to learn of, review, and provide input on the submitted proposals.”  The GAO also found that despite input at the state level in both Vermont and Florida, “many stakeholders reported seeking, but not obtaining, more time and information to understand and provide informed input on the proposed changes.”

Over the coming months, the details of the waiver will be negotiated between the state and federal government.  These negotiations will focus particularly on the “budget neutrality agreement,” which will set the level of federal funding for the five-year waiver period.  The agreement will set the limit at what the state would have spent in the absence of the waiver.  In order to determine the amount of the cap, a number of assumptions will be made such as the projections of health care costs and enrollment for various groups of beneficiaries. There also will be a determination of the state’s current spending on Medicaid, which will serve as the baseline for projections over the five-year period.  The accuracy of the baseline and the projections are critical in determining whether the waiver presents risks that outweigh any potential benefit to the state.  

Given the lack of transparency at the federal level, it is essential that the Rhode Island legislature and other stakeholders be involved in the process.  There must be transparency at the state level to allow scrutiny and input.  The stakes are too high to allow decisions to be made behind closed doors.  






� This paper was prepared with the assistance and consultation of Judy Solomon, Senior Fellow, Center on Budget and Policy Priorities 





� GAO-07-694R, “Medicaid Demonstration Waivers:  Lack of Opportunity for Public Input during Federal Approval Process Still a Concern,” July 24, 2007.
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