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On Monday, April 28, 2003, the Committees on Health, Mental Health and State & Federal Legislation will hold a hearing on Governor Pataki’s proposed cuts to Medicaid and other health care programs that are funded through Article 6 of the New York State Public Health Law.  Expected to testify are the New York City Department of Health and Mental Hygiene, the New York City Health and Hospitals Corporation and various public health advocates and consumers.

Background

Governor Pataki’s Executive Budget for Fiscal Year 2003-2004 contains unprecedented cuts in health care, totaling approximately 1.9 billion.  Given New York City’s current fiscal crisis, these cuts threaten to eliminate access to health care for thousands of City residents and devastate the health care industry in New York City.  On April 16, 2003, the Health and General Welfare Committees of the New York City Council issued a comprehensive report on Governor Pataki’s Medicaid cuts and the impact that these cuts would have on New York City’s residents.  During today’s hearing, the Council will further assess the impact of Governor Pataki’s Medicaid cuts and examine the effects of the Governor’s proposed amendments to Article VI of the New York State Public Health Law, which would drastically reduce state support for the most basic public health services, such as immunizations, TB control and STD control.  Since New York City has a large population of Medicaid consumers, a number of whom are chronically ill, these health care cuts disproportionately impact the City.  Governor Pataki’s cuts to health care represent yet another example of how New York State fails to provide New York City with its fair share of resources.  


Medicaid Cuts

Medicaid coverage provides access to essential health care services and functions as a life-line to millions of New Yorkers.  The Medicaid program reaches people of all ages and from all economic classes.  For low-income children and their parents, Medicaid pays for essential primary and preventive health care services that these families otherwise could not afford.  For the elderly and disabled, Medicaid fills gaps in Medicare coverage by covering their prescription drug costs, as well as other essential services, such as hearing aids and dental care.  Medicaid is also the nation’s largest payor of nursing home care, and each year, Medicaid helps millions of families with the cost of home-based long-term care services.  


In New York City, twenty-five percent (25%) of the City’s residents are enrolled in Medicaid. Each month, approximately 916,803 children, 656,150 adults, 199,983 elderly and 322,180 blind and disabled adults in New York City access essential health care services through Medicaid.
   Governor Pataki has proposed $1.6 billion in Medicaid cuts by restricting program eligibility, increasing co-payments for prescription drugs, reducing provider reimbursement rates and leaving New Yorkers responsible for paying even a greater share of the burden for Medicaid services.  If adopted, these cuts, will have a disastrous effect on Medicaid consumers and providers and will severely damage the fiscal health of New York City.


Impact on Medicaid Consumers

A number of Governor Pataki’s Medicaid proposals consist of cuts targeted at Medicaid consumers, including measures to restrict eligibility for Medicaid programs, curtail services available to consumers and force consumers to pay for services that they are unable to afford.  If adopted, these cuts would greatly reduce services that Medicaid consumers require for their basic health care needs, and would increase the number of uninsured people in New York State.  In New York City, this would result in additional uninsured individuals seeking uncompensated care, further overwhelming the Health and Hospital Corporation (HHC) facilities and other safety-net providers, whose budgets are already strained by the high rate of uncompensated care they render and are at risk of being further reduced by Pataki’s proposed health care cuts.  Numerous studies have documented the consistently worse health outcomes suffered by uninsured individuals.
  The poor health of uninsured individuals is due, in large part, to the fact that they do not have access to timely preventive screening services, routine medical care and disease management services. 


Children and families will be among the most devastated groups under Governor Pataki’s plan.  Most notably, Governor Pataki has proposed to reduce income eligibility levels for adults with children who are receiving Family Health Plus (FHP), a program that was created to provide health insurance to low-income uninsured individuals who earn more than the low income requirement for Medicaid but earn too little to afford private health insurance.  Governor Pataki’s proposal would reduce FHP income eligibility from 150% of the Federal Poverty Level (FPL) to 133% of the FPL.  The United Hospital Fund estimates that there are approximately 47,000 uninsured parents who have incomes between 133% and 150% of the FPL.  Thus, Governor Pataki’s proposal would eliminate Medicaid access to approximately 47,000 parents.  

In addition, Governor Pataki proposes to eliminate temporary enrollment for children into Child Health Plus B, a health insurance program for children under the age of 19 who are not eligible for traditional Medicaid.  Furthermore, as discussed in the disability community section below, Governor Pataki’s proposal to restrict Medicaid eligibility for children by transferring children aged 6-18 with incomes between 100% and 133% of the FPL from Child Health Plus A to Child Health Plus B will severely affect children with disabilities.  


Governor Pataki’s proposal would also adversely affect the elderly by imposing increased home care utilization reviews of persons who need 24 hour home care.  The purpose of such reviews is to assess whether beneficiaries are receiving “too many” services or receiving services “too frequently,” which would suggest placement in an institutional setting.  The actual impact of such reviews would jeopardize the ability of elderly and disabled persons, as well as those living with HIV/AIDS and other chronic illnesses, to live independent and productive lives in their communities, receive health care in their communities and have some control over the services they receive.  The more aggressive reviews could also result in the loss of work and increased expenses for family caregivers who will be required to provide the necessary care.  Governor Pataki’s proposal also increases Medicaid pharmacy co-payments.  Like the rest of Medicaid consumers, the elderly have no disposable income and cannot afford higher co-payments.  

Impact on Medicaid Providers

Hospitals, specialty clinics, home care providers and pharmacies also suffer a severe blow in Governor Pataki’s proposed budget.  Governor Pataki proposes a new 0.7% tax on hospital revenues.  The Greater New York Hospital Association estimates that New York State hospitals would lose $228 million a year under the Governor Pataki budget due to new taxes.  HHC estimates that this cut would cost the public hospitals $20 million and would force City hospitals to further reduce their workforce to dangerously low levels.    


Governor Pataki’s proposal includes another tax of 0.6% on home health care providers.  This cut, combined with the current increased demand for home care, would threaten the industry’s ability to meet the needs of the City’s communities.  Quality of care may also be reduced, as services may be cut to make up for these newly created costs. 

Governor Pataki’s plan also includes a “swap” proposal, whereby New York State would assume 100% of the non-federal share of Medicaid prescription drug costs in exchange for a 12% increase in the localities’ share for hospital stays, clinic visits and outpatient fee-for-service Medicaid.  While many localities laud this proposal as a money-saver, this “swap” has a disproportionate negative effect on New York City.  In New York City, in-patient hospital stays represent approximately 35% of New York City’s overall Medicaid costs, while pharmacy costs make up only 15% of the City’s Medicaid expenditures.  Therefore, it is estimated that Governor Pataki’s “swap” proposal would cost New York City as much as $255 million.

Finally, Governor Pataki’s proposal to reduce pharmacy reimbursement rates by 5% would negatively affect pharmacies that already struggle to receive Medicaid reimbursements for the pharmaceuticals they dispense.  This is turn may reduce the number of pharmacies that accept Medicaid, creating even more of a burden to health care access for Medicaid enrollees.   
Impact on the City and State Economy


Studies have shown that Medicaid plays a unique and important role in stimulating state and local business activity and economies.
  Every dollar a state spends on Medicaid pulls new federal dollars into the state.  For example, Medicaid payments to hospitals, nursing homes and other health-related businesses paying for goods and services and supporting jobs.  These dollars trigger successive rounds of earnings and purchases as they continue to circulate throughout the economy, creating income and jobs for individuals and industries that are not directly associated with health care.  For example, health care employees spend part of their salaries on new cars, which adds to the income of employees of auto dealerships, enabling those employees to spend part of their salaries on items such as microwaves, which enables appliance stores employees to spend additional money on groceries or entertainment, and so on.  This ripple effect of spending is called the economic “multiplier effect.”
  


Medicaid is even more important to a state’s economy during recessions or economic downturns.  Unlike other forms of state government spending, Medicaid spending brings new federal matching dollars into a state.
  For instance, in state fiscal year 2001, the federal government paid half of the $32.2 billion spent on Medicaid in New York State. 

The New York State economy, in particular, has benefited from the Medicaid program.  The January 2003 study by Families USA, entitled Medicaid:  Good Medicine for State Economies, analyzed the impact of Medicaid spending in all states in the nation and found that the total value of increased business activity generated by New York State spending on Medicaid was $33.9 billion.  New York State also boasted the largest increase in wages - $11.7 billion - attributable to state Medicaid spending.  

Governor Pataki’s proposed Medicaid cuts would disproportionately affect New York City, since the health care industry plays a primary role in the City’s economy.  According to the Fiscal Policy Institute, a nonpartisan research organization that specializes in economic policy issues affecting New York State, the health care industry is the largest employment sector in New York City, employing approximately 375,000 people.
  In fact, the health care industry is the largest employment sector in every borough except Manhattan, where it ranks third.
  Notwithstanding the devastating effects that Medicaid Cuts would have on Medicaid consumers and providers, the cuts would also have a destructive effect on New York City’s fragile economy.

Article VI Cuts
Governor Pataki’s proposal also includes amendments to Article VI of the Public Health Law, which would reduce State matching funds for many public health services from 36% to 30%, and in some cases eliminate State matching funds altogether. Article VI State matching funds are essential to New York City’s ability to finance basic public health services.  The New York City Department of Health and Mental Hygiene (DOHMH) utilizes Article VI funding to support numerous indispensable public health services, such as HIV/AIDS prevention, infant mortality outreach and education, radiation safety, child health clinic operation, immunization administration, sexually transmitted disease diagnosis and treatment services, tuberculosis treatment and prevention, day care inspection, pest control, poison control services and dental care services.


DOHMH estimates that, if Governor Pataki’s proposed Article VI amendments are enacted, the cost to New York City will be $50 million for the remainder of Fiscal Year 2003 and the entirety of Fiscal Year 2004, and at least $35 million in subsequent fiscal years, representing a 30% reduction in New York State funding for public health programs in New York City.  This proposal would also eliminate all State matching funds for poison control, day care inspections and dental clinics, services critical to preserving and protecting the health and safety of New Yorkers.
According to DOHMH, reductions in Article VI funding would have an immediate adverse impact on public health services.  For example,
 

· Dozens of community-based organizations that provide HIV/AIDS services, including HIV prevention, education and referrals, would have to be de-funded.  In addition, as many as 2,000 fewer people per month would be able to undergo HIV testing.

· In the midst of an alarming resurgence of syphilis cases (a more than 400% increase since 1998), DOHMH’s ability to control sexually transmitted diseases would be seriously compromised.  With these cuts, the Department might not be able to provide free on-site treatment and medication or offer STD tests and pap smears to all patients.

· There would be significant reductions in immunizations activities, increasing the risk of measles, mumps, hepatitis and other vaccine-preventable diseases.  DOHMH’s free adult flu vaccination program would be eliminated, and as many as 8,000 fewer low-income children and adults would be vaccinated at DOHMH’s Immunization Clinics.

Disproportionate Effect of Cuts on the Disabled 

Despite the enactment of the Americans with Disabilities Act of 1990, individuals with disabilities face significant barriers to health and mental health services, public accommodations, housing and employment.  For example, in New York, the unemployment rate for people with disabilities is approximately 70%.  Additionally, one-third of adults with disabilities live in a household that has an annual income of less than $15,000.  Ultimately, over 96% of people with serious disabilities, including persons with serious and persistent mental illnesses, rely on Medicaid to cover their physical and mental health care needs.   

The Governor’s proposed funding cuts would disproportionately impact people with disabilities as follows:

1. The State Executive Budget would impose fees on parents who already experience high out-of-pocket costs due to having a child with a disability.  Children with disabilities comprise a substantial portion of Medicaid beneficiaries.  The Governor’s Budget proposes a cost shift to parents for children enrolled in New York State’s Early Intervention Program.
    Studies show that the earlier a child with a disability receives services, the better the outcome; unimpeded access to early intervention can decrease the need for services in the future; and cuts will fall most severely on families of children with multiple disabilities.  The Governor proposes making parents responsible for 20% of their child’s service costs.  This imposes a significant burden on families struggling with the additional financial impact of caring for a child with a disability.  This cost-shifting will jeopardize the future of the very young and ensure that children with disabilities continue to be left behind.

2. 
The Governor’s budget proposes to restrict Medicaid eligibility for children by transferring children ages 6-18 with incomes between 100% to 133% of the Federal Poverty Level (FPL) from Child Health Plus A (CHP-A) to Child Health Plus B (CHP-B).
  Each CHP component has different eligibility and benefits levels. The CHP-A program is more extensive and includes important services for children with disabilities, such as case management, skilled nursing, home health care, durable medical equipment, extensive mental health services, transportation to access care, medical supplies and special nutritional formulas.  These services are not available to children in CHP-B, nor is CHP-B an entitlement program reimbursed through Medicaid.  However, as a result of the proposed transfer, some children with disabilities would be forced to switch from the CHP-A program to the CHP-B program, and consequently lose vital services.

3.
The Governor’s budget proposes substantial cuts to home health care, which is funded through Medicaid.   Home care is essential for people with disabilities, many of whom live alone with no family member or close friend to assist them, or who suffer from debilitating conditions that require significant home care.  In particular, because home care reduces the need for hospitalization, shortens hospital stays and decreases the need for institutionalization, coverage for home care services reduces overall health costs.

The Governor’s budget imposes a provider tax of 0.6% and establishes new utilization review measures that threaten the supply of home care.  Furthermore, the Governor’s budget proposes a reduction of reimbursement rates through the elimination of the cost of living adjustment. These cuts appear to be at odds with the Governor’s Most-Integrated Setting legislation, which encourages reliance on home and community-based care as the preferred alternative to institutionalization for people with disabilities.

4.
The Executive budget proposes to cut $1.2 million from the appropriations to Independent Living Centers (ILCs).  These cuts would create a crisis-mode of intervention for the State’s ILCs with respect to the disabled community.  Such centers would be forced to:

· Implement piecemeal cuts across the board, weakening effectiveness in all areas of operation, including peer counseling to cope with a new disability, handle life-issues from a traumatic brain injury, force workplace challenges for people with disabilities or parent a child with a disability; and

· Cut deeply in specific areas, such as employment or housing-related services, assistance in navigating a complex health-care system, and assistance with transportation problems or disaster relief endangering our consumers’ ability to achieve economic self-sufficiency and independence

Cuts would lead to rationing of services, forcing ILCs to establish new eligibility criteria that would inevitably cause a denial of access to otherwise eligible clients or force such clients to be put on a waiting list for basic services.  Furthermore, ILCs save the State and City money by enabling people with disabilities to avoid placement in nursing homes and transition to the community from nursing homes.  According to a 1999 report from the National Conference of State Legislatures, taxpayers saved over $410 million in one year as a result of ILCs’ activities helping people with disabilities leave nursing homes and/or remain in their communities. 

5. Lastly, the Executive budget proposes to eliminate payment of cost-sharing for people with disabilities who are dually eligible for Medicare and Medicaid.  Currently, New York State Medicaid pays for deductibles and co-insurance for covered services for such persons.  When these costs are charged to beneficiaries, they will be at risk of losing access to community-based services.  Individuals with serious and persistent mental illness are most at risk of losing services, since they often rely on Medicaid to pay the 50% co-insurance for psychiatric services that are approved by Medicare.  Consequently, the frailest and most vulnerable people with disabilities would face significant cost barriers and would not be able to afford essential health and mental health services.







In addition to the State’s proposed cuts to Medicaid and Article 6 services, persons with disabilities face other programs cuts that adversely and disproportionately impact this population.  For example, this year, the Governor has proposed diverting the $25.7 million Cost of Living Increase (COLI) from Social Security Insurance (SSI) recipient’s checks to a State fund in order to offset administrative costs of the SSI program, thus denying recipients an annual COLI adjustment.  Further, as a result of cuts in the cost of living adjustment, agencies are unable to keep pace with increasing costs and would face staffing shortages that cause delays in providing services.  The Governor’s budget also proposes to use less than 10% of the proposed surplus from Temporary Assistance for Needy Families (TANF), for employment and transitional service initiatives specifically designed to help move people from welfare to work.  It is critically important that parents with disabilities who rely on TANF receive supports and services that they require to help them succeed in the work place.
�








�Based on State DOH Average Monthly Medicaid figures for calendar year 2002; http://health.state.ny.us/nysdoh/medstat/el2002/cy02el.htm.


� See e.g. Jack Hadley, Ph.D., Sicker and Poorer:  The Consequences of Being Uninsured, Kaiser Commission on Medicaid and the Uninsured (May 2002) and Placing a Human Face on the Uninsured, Commission on the Public’s Health System, (May 2000 at 19 (finding that “the uninsured are hospitalized at least 50% more often than the insured for ‘avoidable conditions’ such as pneumonia and uncontrolled diabetes.”) 


�  See e.g. Families USA, Medicaid:  Good Medicine for State Economies, January 2003.


� Id.


� Id.


�  Health Care Industry Trends and Issues, Fiscal Policy Institute (June 2002) at 2.  


� Id. at 3. 


� March 14, 2003, Letter to Assembly Member Richard Gottfried, Chair, State Committee on Health, from New York City DOHMH Commissioner Thomas Frieden. 


� The Early Intervention program is a federal entitlement program that ensures services to infants and toddlers who have developmental disabilities and delays from birth to three years of age.


� The Child Health Plus program offers coverage to children who would otherwise remain uninsured and is comprised of two components, Child Health Plus A and Child Health Plus B.  
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