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QUESTIONS FOR ACS EVALUATIVE FRAMEWORK FOR ASSESSING
PROPOSALS FOR CHANGE IN THE MEDICAID PROGRAM

ACS has developed a tool to assist ACS staff and volunteers in evaluating health care
reform issues at the national, state, and local levels. The tool examines four criteria
related to availability, affordability, adequacy of coverage, and administrative simplicity.
It can be tailored to evaluate specific program features and questions that are relevant to
any particular type of coverage.

The questions in this Evaluative Framework are designed to illustrate the kinds of
inquiries and analyses related to proposed changes in state Medicaid programs that should
be considered in determining whether ACS should take a position on these proposals.
Since the passage of the Deficit Reduction Act of 2005, states have had more flexibility in
how they design and operate their Medicaid programs; many are considering significant
modifications to Medicaid, often in response to fiscal pressures. Although the questions
in this evaluative tool are far from exhaustive, they reasonably cover the spectrum of
major issues that are likely to arise as Divisions learn about the Medicaid programs in
their regions, seek opportunities to strengthen the programs, or evaluate proposals that
would fundamentally alter the Medicaid program.
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PRINCIPLES ON WHAT CONSTITUTES MEANINGFUL HEALTH INSURANCE

Statement of Principles

It is a fundamental principle of the American Cancer Society that everyone should have
meaningful public or private health insurance.

Meaningful health insurance is adequate, affordable, available and administratively simple.
Adequate health insurance means:

v’ timely access and coverage of the complete continuum of quality, evidence-
based healthcare services (i.e., rational, science-based, patient-centered),
including prevention and early detection, diagnosis, and treatment

v’ supportive services should be available as appropriate, including access to
clinical trials, chronic disease management, and palliative care

v’ coverage with sufficient annual and lifetime benefits to cover catastrophic
expenditures

Available health insurance means:

V' coverage will be available regardless of health status, or claims history
v’ policies are renewable
v’ coverage is continuous

Affordable health insurance means:

v’ costs, including premiums, deductibles, co-pays, and total out-of-pocket
expenditure limits, are not excessive and are based on the family’s or
individual’s ability to pay

v’ premium pricing is not based on health status or claims experience

Administratively simple health insurance means:

v’ clear, up-front explanations of covered benefits, financial liability, billing
procedures, and processes for filing claims, grievances, and appeals are
easily understood and timely, and required forms are readily
comprehensible by consumers, providers and regulators

v’ consumers can reasonably compare and contrast the different health
insurance plans available and can navigate health insurance transactions
and transitions
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AN INTRODUCTION TO THE MEDICAID PROGRAM

Medicaid is a public health insurance program that provides free or low-cost health and
long-term care coverage to certain categories of low-income Americans.' The program is
jointly financed and administered by the federal and state governments. As a condition of
receiving federal funds, all states must cover certain groups or categories of people, called
“mandatory” populations and they must provide certain “mandatory” benefits for most
individuals. States may expand their Medicaid programs by choosing to cover “optional”
populations or by providing “optional” benefits.

States have always had flexibility to determine the amount, duration and scope of the
Medicaid services they provide, but have been required to offer all covered benefits or
services to all beneficiaries statewide when they are medically necessary.

In recent years, a number of states have used “Section 1115” waivers, to make changes in

core elements of the Medicaid program. The Deficit Reduction Act of 2005 (DRA) gave

states even more flexibility to make changes without having to request a waiver. Within

certain limits, the DRA now allows states to:

e Replace the Medicaid benefit package for certain groups with “benchmark” coverage
and to offer different plans to different groups of people.

o Charge copayments to most beneficiaries (In addition, providers can now deny
services if beneficiaries do not make copayments).

o Charge premiums to beneficiaries with family incomes greater than 150 percent of the
federal poverty level.

e Vary cost-sharing across beneficiary groups and areas of the state.

In a number of states that have made significant changes to their Medicaid programs,
coverage has become more like that found in the private marketplace. Also, as the
proportion of Medicaid beneficiaries enrolled in managed care plans has increased (to
about two-thirds of beneficiaries in 2006), more beneficiaries are subject to plan rules and
procedures.

Children are less likely to be affected by plans to restructure Medicaid because protections
for children are much stronger than for adults. Financial eligibility limits for children
generally are much higher, and states must provide a comprehensive benefit package for
children known as the Early Periodic Screening, Diagnostic and Treatment benefit
(EPSDT).

Some administrative features of the Medicaid program over which states have control —
the application and enrollment processes and the procedures for appealing program

' This evaluative tool pertains to Medicaid coverage for acute, but not for long-term care services provided
in nursing homes or in the community.

% State Medicaid programs also are mandated to provide coverage to targeted groups of beneficiaries such as
certain women diagnosed with breast and cervical cancer under federal the BCCPTA program.
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simplicity of obtaining and keeping coverage.
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Appendix — Glossary

Benchmark coverage: The DRA allows states to replace the Medicaid benefit package for
certain groups of beneficiaries with “benchmark” coverage that includes: the standard Blue
Cross Blue Shield Plan offered under the Federal Employee Health benefits Plan, health
coverage for state employees, health coverage offered by the largest commercial HMO in
the state, or “Secretary-approved” coverage, coverage that the Secretary of the Department
of Health and Human Services determines is appropriate for a population.

EPSDT: The Early Periodic Screening, Diagnostic and Treatment benefit is a
comprehensive benefit package that, under federal law, must be provided to children with
Medicaid coverage.

Co-Pay: A type of cost sharing that imposes a flat dollar amount (for example, $10 or $25)
of the cost that patients must pay at the time of service. Co-pays are often charged per
office visit or per prescription, but may also be required for other services, including
emergency room care or hospital care.

Cost Sharing: Any out-of-pocket payment the patient makes for a portion of the costs of covered
services. Different forms of cost sharing include deductibles, co-insurance, and co-
payments.

Defined benefit: Coverage is available for a certain set and scope of benefits, regardless of
cost.

Defined contribution: Coverage is available only up to a pre-determined level of spending
for each person.

Formulary: List of preferred pharmaceutical products — generic and brand name — to be
used by a managed care plan’s network physicians. Formularies are based on evaluations
of the efficacy, safety, and cost effectiveness. Insurers may not cover drugs that are not
listed on the formulary, or they may cover such “non-preferred” drugs at a lower level.

FPL: Federal Poverty Level; The amount of income determined by the federal
Department of Health & Human Services to provide a bare minimum for food, clothing,
transportation, shelter, and other necessities. FPL is reported annually and varies according
to family size. The 2007 HHS Poverty Guidelines are available at:
http://aspe.hhs.gov/poverty/07poverty.shtml.

Mandatory benefits: In order to receive federal matching funds, state Medicaid programs
must cover certain “mandatory” benefits or services such as physician, hospital, and
laboratory services.
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Mandatory populations: In order to receive federal matching funds, state Medicaid
programs must cover certain “mandatory” populations, including pregnant women and
children with family income below 133% FPL; children age 6-18 with family income
below 100% FPL; parents with income below states’ July 1996 welfare eligibility levels;
and most elderly individuals and individuals with disabilities receiving Supplemental
Security Income benefits.

Medically Needy: The “medically needy” comprise a category of Medicaid beneficiaries
who have high health expenses relative to their income. In states that cover the medically
needy, individuals may qualify for Medicaid by deducting their medical expenses from
their income to bring their net income below the state’s “medically needy income level.”

Optional benefits: States can receive federal matching funds for certain specified optional
Medicaid services such as prescription drugs, dental and vision services, physical therapy
and rehab services, or hospice services.

Optional populations: Optional eligibility groups that can be covered under Medicaid
include pregnant women, children, and parents with income grater that the mandatory
thresholds; elderly individuals and individuals with disabilities up to 100% FPL; and the
“medically needy.”

Premium: The cost of health plan coverage, not including any required deductibles or co-
payments.

Presumptive eligibility: Presumptive eligibility provides children immediate access to
health services by giving them temporary health insurance through Medicaid or SCHIP if
they appear to be eligible. The eligibility generally lasts 60 days while an application is
reviewed.

Section 1115 waivers: allow states, with federal approval, to use federal funds in ways that
do not conform to federal rules. The have been used over the course of the program to
demonstrate new ways to provide coverage and deliver services. In some instances states
have expanded coverage to new groups of beneficiaries. In others the waivers have been
used to reduce coverage or shift some responsibilities to beneficiaries in an effort to relieve
state fiscal pressures.

Tiered benefits: Different benefit packages are provided for different groups of enrollee
who are divided on the basis of health status, health behavior, or other factors.




