
H E A L T H P O L I C Y 

Proposed Medicaid Cuts 
Target the Vulnerable 

BY JANE HIEBERT-WHITE 

roviding coverage for the nat ion 's 

P I uninsured population was a key con-
I cern in the healthcare reform debate 

of 1993-94. In the Medicare and 
Medicaid debates of 1995, policymakers and 
healthcare leaders would do well to keep this con
cern in mind . The number of uninsured 
Americans continues to grow, and major cuts in 
the public insurance programs could greatly 
reduce access to healthcare, especially since pri
vate health insurance coverage is also on the 
decline. 

This column provides new data from a major 
survey on access to healthcare and from analyses 
of health insurance coverage. Of particular con
cern is the effect that drastic Medicaid cuts could 
have on the nation's most vulnerable citizens and 
on the healthcare institutions that care for them. 

ACCESS TO CARE: CURRENT STATUS 
Over the past two decades, the Robert Wood 
Johnson Foundation (RWJ) has sponsored peri
odic national surveys of Americans' access to 
healthcare. Results of the most recent survey, 
done in 1994, are now becoming available. The 
survey found that 6 percent of Americans said 
they could not get all the medical or surgical care 
they needed.' 

This first part of the survey, released in 
October 1995, asked Americans whether they 
have received all the care they needed. Other sur
vey components will be released in spring 1996. 

The finding that 6 percent of Americans per
ceived a problem with their access to medical and 
surgical care is similar to the results of previous 
RWJ access surveys in 1982 and 1986. In the 
most recent survey, however, researchers asked 
respondents about components of healthcare not 
surveyed in the earlier studies. These included 
prescription drugs, eyeglasses, dental care, and 
mental health care or counseling. Knowing that 
these services are less likely to be covered by pri
vate insurance, the researchers were interested in 
tracking them. With this broader definition of 
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healthcare services, the researchers found that 
16.1 percent of respondents (or 41 million 
Americans) "were unable to obtain at least one 
service they believed they needed."2 

The survey found that the highest unmet need 
was for dental care (8.5 percent), and the lowest 
was for mental heal th care (1 .4 p e r c e n t ) . 
However, the researchers note that the figure for 
mental health services is likely to be low, since 
"there is empirical evidence that survey respon
dents are often unwilling to report stigmatizing 
conditions." 

African Americans had the highest level of 
unmet need (24 percent), using the broader defi
nition of healthcare, compared with 18 percent 
for Hispanics and 15 percent for whites. There 
appeared to be no difference between access to 
care for urban and rural residents; however, this 
question will be analyzed further in the remaining 
portions of the study. 

Finally, the survey indicates that three impor
tant factors in determining access to healthcare 
are income, the presence of a usual source of 
care, and insurance status. The researchers report: 
"Heal th insurance continues to be the most 
important correlate of unmet need. Uninsured 
persons are approximately two and one-half times 
as likely as insured persons to have an unmet 
need." 

A survey of cnrollees in managed care and fee-
for-servicc health insurance plans supports this 
finding. The Commonwea l th Fund ' s 1994 
Managed Care Survey found that 11 percent of 
managed care enrollees reported postponing care 
they thought they needed in the previous year, 
whereas 9 percent of enrollees in fee-for-service 
plans postponed care.' The researchers reported: 
"The principal reasons for not seeking care in 
both groups were cost and lack of insurance cov
erage for the service needed." 

TRENDS IN INSURANCE COVERAGE 
Since insurance coverage is an important factor in 
determining access to healthcare, it is useful to 
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look at recent insurance trends. In 1993, 40.9 
million Americans (18.1 percent of the nonelder
ly population) were uninsured, up from 39.8 mil
lion (17.8 percent) in 1992.4 These numbers, 
reported by the Employee Benefit Research 
Institute (EBRI), were based on the March 1994 
Current Population Survey (CPS). The results 
have a 0.4 percent margin of error at the 95 per
cent confidence level; thus the total number of 
uninsured in 1993 ranged from 40.1 million to 
41.7 million. Analysis of the March 1995 CPS 
will be available in early 1996, according to an 
EBRI spokesperson. 

The data show that Americans7 source of insur
ance coverage is shifting. Private health insurance 
is declining while public insurance coverage is on 
the rise. Eor instance, the percentage of the 
nonelderly population with private health insur
ance declined from 75 in 1989 to 69.7 in 1993. 
And employment-based coverage fell from 62 
percent in 1992 to 60.8 percent in 1993. The 
percentage with public insurance, on the other 
hand, rose from 12.2 to 16.1 in the years 1989-
9 3 . The EBRI report at tr ibutes part of this 
increase in public insurance to federal legislation 
passed in the late 1980s requiring states to cover 
specific groups of people under Medicaid. The 
causes of the decline in private insurance are, 
however, more difficult to pinpoint. 

Of the people without health insurance in 
1993, 55.5 percent were working adults, 27.2 
percent were children, and 17.3 percent were 
nonworking adults. The 1994 CPS included for 
the first time a question about citizenship status. 
The survey found that 43 percent of nonelderly, 
noncitizen respondents were uninsured, com
pared with 16.4 percent of citizens. 

COVERAGE OF CHILDREN FALLING 
A finding of critical concern is that children made 
up the largest proportion of the increase in the 
uninsured population from 1992 to 1993. EBRI 
reported that in 1993, 11.1 million children (16 
percent) were not covered by either public or pri
vate insurance, up from 10.2 million (15.1 per
cent) in 1992. 

The number of children without health insur
ance had grown dramatically from 1977 to 1987, 
but then seemed to stabilize between 1988 and 
1992. However, according to health policy pro-
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fessor Paul Newacheck and colleagues at the 
University of California, San Francisco (UCSF), 
"The apparent stability . . . masks substantial 
underlying shifts in private and public coverage."5 

The economic downturn of the early 1990s, 
combined with rising medical costs and a shift to 
more service-sector jobs with limited or no bene
fits, all contributed to a decline in private insur
ance coverage for children, the UCSF researchers 
suggest. "The net result of these trends was a 
marked reduction in the percentage of children 
covered by private insurance, from 73.5 percent 
in 1988 to 69.3 percent in 1992. The entire 
decline was attributable to loss of employer-based 
insurance," they report. 

During the same years, Medicaid coverage for 
children grew 45 percent (while the child popula
tion grew 5 percent). UCSF researchers attribute 
this growth to the mandated Medicaid eligibility 
changes of the late 1980s and the 1990-91 reces
sion, which increased the number of families in 
poverty. The number of children in poor families 
increased from 19.7 percent in 1988 to 22.2 per
cent in 1992. 

CHA'S POSITIONS ON 
MEDICARE AND MEDICAID CUTS 

Proposed cuts in funding for the Medicare and Medicaid programs pose 
challenges for Catholic healthcare organizations. Because they serve 
large numbers of the poor and elderly, many Catholic providers receive 
60 percent to 70 percent of their revenue from these programs. (The 
percentage is often even higher for Catholic nursing homes.) 

The Catholic Health Association has worked to educate members of 
Congress about the need to reduce the deficit through moderated 
Medicare/Medicaid cuts and rational restructuring of programs. The 
association believes Medicaid block grants must: 

• Preserve the current federal minimum standards for eligibility 
• Include strong accountability measures for access and quality of 

care 
CHA supports congressional Medicare proposals that provide coordi

nated-care options for beneficiaries, such as provider-sponsored net
works and tax-exempt integrated delivery networks. These entities could 
contract directly with Medicare, giving Catholic healthcare organizations 
the opportunity to compete successfully with other insurers for care of 
the elderly. 
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EFFECT OF MEDICAID REFORMS 
The twin trends of declining private insurance 
coverage and the 1993 increase in the overall 
Dumber of uninsured for both adults and children 
should concern those healthcare leaders and poli
cymakers who want to improve (or at least main
tain) access to healthcare. In recent years, public 
health insurance has served as a mitigating force 
in overall insurance trends. What will it mean to 
severely cut public health insurance spending in 
the face of declining private coverage? What will 
it mean to move Medicaid to the states, where 
the recently expanded eligibility levels mandated 
by Congress may be eroded? 

The recent Senate and House Conference 
Committee's recommendation for Medicaid was 
to reduce spending by $182 billion over seven 
years (relative to projected program spending 
increases).6 By die year 2002 Medicaid spending 
would be 28.9 percent, or $52.3 billion, below 
the baseline, according to this plan. In September 
John Holohan and other researchers at the Urban 
Institute in Washington, DC, evaluated the effect 
of this level of po ten t ia l budge t caps on 
Medicaid/ This analysis was conducted for the 
Kaiser Commission on the Future of Medicaid. 

The researchers estimated the total potential 
cost savings of various program changes to 
Medicaid. The analysts assumed that states would 
have complete flexibility in meeting the budget 
limits. In the end, however, it was clear that 
states would have to "make major changes in 
their Medicaid programs or substantially increase 
the state dollars going into the program" to meet 
the budget goals. Many states would likely try to 
cut spending per person before removing eligible 
people from the program. However, the Urban 
Institute analysts conclude that "most states 
would have to eliminate Medicaid eligibility for 
many low-income women, children, elderly and 
disabled persons in order to attain the budget tar
gets." 

The researchers reached their conclusion based 
on the following savings estimates: 

• Acute care: Proposed savings strategies are 
enrolling all adults and children (including preg
nant women, infants, and the medically needy) in 
managed care; reducing provider payments for 
those not in managed care; reducing optional ser
vices (dental care, vision and hearing services. 
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podiatry, hospice care); and reducing dispropor
tionate share payments to hospitals by one-third 
to one-half of the federal government's share. 
Total savings would range from S9.6 billion to 
SI5.5 billion, or from 7.7 percent to 12.4 per
cent of total Medicaid spending. 

• Long-term care: Proposed savings strategies 
include reducing nursing home payment rates by 
5 percent to 10 percent; reducing or freezing 
nursing home bed growth for two years; lowering 
the income and asset levels allowed spouses who 
remain in the community; more aggressively lim
iting transfer of assets or extending estate recov
ery; lowering home health payment rates from 10 
percent to 33 percent; reducing the scope of 
home health services; and reducing spending on 
intermediate care facilities tor the mentally retard
ed. Total savings would range from $5.6 billion 
to $6.1 billion, or from 4.5 percent to 4.9 per
cent of Medicaid spending. 

All these cost-cut t ing measures add up to 
$15.2 billion to $21.6 billion in Medicaid savings 
(12.2 percent to 17.3 percent of program spend 
ing). This still does not get states close to the 
28.9 percent reduction target for the year 2002, 
however. 

Urban Institute researchers then estimated the 
potential savings from a number of eligibility and 
enrollment reductions in Medicaid: (1) eliminat
ing the qualified Medicare beneficiary program, 
(2) not phasing in coverage of older children as 
previously mandated, (3) reducing eligibility for 
Aid to Families with Dependent Children to lev
els similar to those in welfare reform proposals, 
(4i cutting coverage of some or all of the medi
cally needy, (5) eliminating eligibility for nonciti-
zen immigrants, and (6) cutting Supplemental 
Security Income (SSI) eligibility for alcoholics 
and drug addicts. Together, these eligibility cuts 
would yield Medicaid savings of $9.8 billion to 
$21.7 billion, or from 7.8 percent to 17.4 per
cent of program spending. 

To reach the 28.9 percent spending reduction 
target, all these estimated cuts would need to be 
made at their highest levels, according to the 
researchers. While the upper range savings of 17 
percent for cost containment and 17 percent for 
eligibility cuts would total 34 percent, "these sav
ings are not completely additive," Holohan and 
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colleagues report. Nevertheless, "28 to 
30 percent is a reasonable approxima
tion," they write. 

Cuts of this nature would have a 
drastic effect, not only Oil healthcare 
access for many vulnerable individuals 
but also on the financial viability of the 
hospitals and nursing homes that serve 
them. It seems unlikely that states will 
have the political will to make such 
deep cuts. On the other hand, many 
s ta tes do not have the financial 
resources to make up the differences. 

If the public sector reins in its spend
ing on health insurance programs, will 
the private sector then pick up the 
slack? Not likely, predicted Molly Joel 
Coye at the September meet ing in 
Seattle of the Association of State and 
Territorial Health Officials. "The pri

vate system increasingly is not going to 
take care of the indigent," said Coye, 
senior vice president of Good 
Samaritan Health System, a four-hospi
tal system in San Jose, CA, and a for
mer California state health director. 
"This market is brutal," she said. 

As both the public and private sec
tors move to squeeze healthcare cover
age , it is all the more critical that 
providers concerned about access to 
healthcare for the nation's most vulner
able cither speak up now or prepare for 
new levels of charity care. • 
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Bring the "Healthy Oasis" into your home or institution! 

LOURDES WELLNESS CENTER, a department 
of Our Lady of Lourdes Medical Center, and 

SE COnnUNICATIONS present... ALBA HO 
Three new video adventures in Human Wholeness: 

Chris t ian YOCja—led by Barbara Moeller, MA 
The emphasis of this video presentation is on Christian Yoga as an expression 

of wholistic spirituality, an integration of mind, body, and spirit. Barbara 

Moeller assists the viewer in a very easy, gentle, and loving manner. Take 

part in a new spiritual adventure—Christian Yoga—the body at prayer. 

Art-Journaling as a Wav of Praver—ledby 
Marianne Hieb, RSM, MFA, ATR 

This video is designed to be participatory — you will be invited to stop the 

tape at several points, responding to the meditation by using color and 

paper to express the theme presented. No drawing talent is required: in 

fact, Marianne suggests that we are more able to receive God's grace and 

insight when we are caught off balance by such an experience. 

St re tch a n d Center—led by Helen Cwns,0SF.\!5\ 
There are no fancy steps to learn — just move at your own pace and pray 

with your body. Enjoy and be at peace as you pray to God with your beau

tiful body. You are made to God's image and likeness. You are. indeed, 

God's work of art. 

These presenters are staff for Lourdes Human Wholeness Retreats and now offer 

their popular presentation in video fonnat. 

Contact Alba House Communications or Lourdes Wellness Center at 

609-869-3125, or write to 900 Haddon Avenue. Suite 100. Collingswood, N] 

08108 for infonnation or to order. 

Lourdes Wellness Center offers: 

• Institute of Wholistic Studies, a unique certifi

cation program for ministry in the healing 

arts of massage and Christian Yoga 

• Ongoing Wellness Spirituality classes 

• The Lourdes Care Program for corporations 

• Human Wholeness Retreats 

• Wellness by the Sea workshops **+£&'*' 
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