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e are privileged to serve as cochairs of the
Institute of Politics’ Health Committee, and will
use this note to brieﬂy outline the committee’s
work and share with you some of the key activities of the
Institute under the committee’s direction.
As part of last year’s infrastructure reconﬁguration, the
Institute’s Board of Fellows was redesigned to provide
dynamic leadership and guidance in the selection of targets
for programming that are judged to have the potential to
favorably inﬂuence the development of effective regional
public policy. Central to this advisory structure are the
Institute’s nine Policy Committees in Economic Development,
Education, Environment, Fiscal Policy and Governance, Health,
Human Services, Public Safety and Emergency Preparedness,
Transportation, and Workforce Development.
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The Institute of Politics’ current Health Committee held its
initial meeting in the context of the Ninth Annual Elected
Ofﬁcials Retreat in fall 2005, at which each of the policy
committees identiﬁed key issues in their respective domain.
The core purpose of the retreat was to identify the most critical
regional policy issues and to design programmatic responses
to these issues. After deliberation, the Health Committee
selected Pennsylvania’s Medical Assistance Program (Medicaid)
as the most pressing health policy challenge and proceeded to
develop a programmatic response through which the Institute
of Politics could constructively affect policy through regional
dialogue and by engaging stakeholders.
The committee planned how the Institute might best respond
to Medicaid reform challenges. Our plan called for an initial
half-day educational forum titled Pennsylvania’s Medical
Assistance Program—Budget Crunch: Challenges and Policy
Options. The program was held on the University of Pittsburgh
(continued on page 2)
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campus on January 27, 2006, and the synopsis of that event
is included in this Report. Our forum featured Diane Rowland,
executive vice president, Henry J. Kaiser Family Foundation,
and executive director, Kaiser Commission on Medicaid and
the Uninsured, who provided a national overview on Medicaid
issues. The program also featured Secretary Estelle B. Richman
of the Pennsylvania Department of Public Welfare speaking on
the governor’s medical assistance listening tour, Pennsylvanians’
Input to Solutions for the Medical Assistance Program.
Other prominent speakers, a panel offering provider perspectives, and another panel to provide the public ofﬁcials’ responses
rounded out the program. The evaluations for this program
rated it very highly in terms of the information provided to
the 150 participants. Jane C. Orie, member of the Pennsylvania
State Senate and cochair of the Institute’s Human Services
Committee, and Dan B. Frankel, member of the Pennsylvania
House of Representatives and of the Institute’s Board of Fellows,
provided the public ofﬁcials’ responses.
Building on the success of this half-day program, Costa polled
some of his colleagues and, based on their feedback, invited
the Institute to summarize the January 27 program and present
it at a shorter program in Harrisburg, Pa. The Health Committee
responded by organizing a Harrisburg information session
for legislators and administration ofﬁcials on March 14, 2006.
This session featured Judith R. Lave, chair of the Department
of Health Policy and Management, and director of MHA
Program and JD/MPH Program, Graduate School of Public
Health, University of Pittsburgh, moderator of the January
27 program, and a member of the Health Committee. Lave
provided a summary of the program held in Pittsburgh, as well
as additional information about Medicaid policy subsequently
developed. A brief overview of the proposed federal and
state budgets as they pertain to Medicaid was included in
this presentation and is included in this Report. The session
also featured Longest leading a discussion of ways that the
Institute of Politics can assist Pennsylvania policymakers as
they address the difﬁcult challenges in Pennsylvania’s Medical
Assistance Program.
We feel that these activities, along with new efforts that might
result from the discussions at the March 14 Harrisburg meeting,
will contribute substantially to Pennsylvania’s ability to successfully navigate the challenges in Medicaid policy that surely lie
ahead. Although we have focused on the Health Committee
activities here, we are aware that the other eight policy
committees are busily engaged in similar processes and that
you will hear from them in future editions of this publication. ■
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MEDICAL ASSISTANCE PROGRAM
PENNSYLVANIA’S MEDICAL ASSISTANCE PROGRAM—
BUDGET CRUNCH: CHALLENGES AND POLICY OPTIONS
Cosponsored by the Institute of Politics and the Health Policy
Institute at the University of Pittsburgh Graduate School
of Public Health
January 27, 2006

WELCOME AND INTRODUCTIONS
THE HONORABLE JAY COSTA , Member, Pennsylvania State

Senate and Cochair, Health Committee, Institute of Politics

NATIONAL OVERVIEW OF MEDICAID ISSUES
DIANE ROWLAND, Executive Vice President, Henry J. Kaiser

Family Foundation and Executive Director, Kaiser Commission
on Medicaid and the Uninsured

PENNSYLVANIA MEDICAL ASSISTANCE
PROGRAM REFORM OPTIONS
JAMES M. VERDIER, Senior Fellow, Mathematica Policy

Research, Inc.

MEDICAL ASSISTANCE LISTENING TOUR—
PENNSYLVANIANS’ INPUT TO SOLUTIONS
FOR THE MEDICAL ASSISTANCE PROGRAM
ESTELLE B. RICHMAN, Secretary, Department of Public

Welfare, Commonwealth of Pennsylvania
PERSPECTIVES PANEL
Moderated by JUDITH R. LAVE, Chair, Department of Health
Policy and Management, and Director of MHA Program
and JD/MPH Program, Graduate School of Public Health,
University of Pittsburgh
PROVIDER PERSPECTIVES
ACUTE CARE— NORMAN F. MITRY, President and CEO,
Heritage Valley Health System
LONG-TERM CARE— PAUL M. WINKLER, President and CEO,
Presbyterian SeniorCare
FEDERALLY QUALIFIED HEALTH CENTERS—
REGIS J. RYAN, Executive Director, Focus on Renewal
and Sto-Rox Neighborhood Health Center
CONSUMER ADVOCATE PERSPECTIVE
JESSICA SEABURY, Executive Director, Consumer Health Coalition
HEALTH PLAN PERSPECTIVES
DIANE P. HOLDER, President, UPMC Health Plan
C. MICHAEL BLACKWOOD, President, Gateway Health Plan

P E N N S Y LVA N I A’ S M E D I C A L
A S S I S TA N C E PRO G R A M —
BU D G E T C RU N C H : C H A L L E N G E S
A N D POLICY OP TIONS
by Bruce Barron

F

acing unprecedented ﬁnancial pressures, states are
contemplating tough choices as they attempt to sustain
Medicaid, America’s primary healthcare safety net.
To help Pennsylvania health policymakers prepare for this
year’s state budget discussions, the Institute of Politics hosted
an information-packed forum on Medicaid’s ﬁscal problems
and possible solutions. Key points made by speakers and panelists
include the following.
Diane Rowland: Medicaid today is not a single program, but
multiple responsibilities under one umbrella: health insurance
for those with low income and people with disabilities, wraparound beneﬁts for Medicare recipients, long-term care assistance, and support for community health centers that care for
the uninsured. These roles have fallen onto Medicaid because
no alternative is available to provide health insurance for the
poor, chronically ill, or disabled; to supplement Medicare for
6 million dually eligible beneﬁciaries; to ﬁnance long-term
care; or to sustain our nation’s healthcare safety net.
Medicaid represents 43.5 percent of all federal funding provided
to states. Although only 25 percent of Medicaid enrollees are
elderly or disabled, they are responsible for 66 percent of all
Medicaid expenditures.
The erosion of employer-based health insurance has placed
additional pressure on Medicaid, which along with the state
Children’s Health Insurance Program (CHIP) has picked up
the children no longer receiving employer-sponsored coverage.
However, Medicaid does not provide health coverage for adults
without children.

PUBLIC OFFICIALS’ RESPONSE PANEL
THE HONORABLE JANE C. ORIE, Member, Pennsylvania
State Senate and Cochair, Human Services Committee,
Institute of Politics
THE HONORABLE DAN B. FRANKEL , Member, Pennsylvania
House of Representatives and Member, Board of Fellows,
Institute of Politics

SUMMARY
BEAUFORT B. LONGEST JR., M. Allen Pond Professor of Health

Policy and Management; Director, Health Policy Institute
and Cochair, Health Committee, Institute of Politics

CLOSING REMARKS
RANDY P. JUHL , Vice Chancellor, University of Pittsburgh

Participants at the January 27 Medical Assistance Program
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When analyzing Medicaid’s performance, one must remember
that its enrollees are a poorer and sicker population, even
when compared to lower-income people with private insurance.
Medicaid has not done a bad job of holding rates down; in fact,
its spending per enrollee has grown only 6.4 percent a year
from 2000 to 2004, while employer-sponsored health insurance
premiums have risen by 12 percent. Its ballooning costs are
primarily due to the economic downturn that has pushed more
people onto Medicaid rolls. And if Medicaid costs are growing
faster than states’ revenue base, the result is greater pressure
on the states to come up with matching funds. In 2002, total
Medicaid spending grew by 12.7 percent, while state tax
revenue declined by 7.8 percent.

that can be used for private insurance, employer-based
coverage, or Medicaid. The goal is to increase coverage and
consumer choice while making the total amount of state
spending more predictable. Vermont has obtained a federal
waiver to institute a global cap for acute and long-term
care payments.
Medicaid has been through many tough times but is now in
its worst shape ever. We are facing pressure to act as if pushing
greater responsibility onto consumers will solve our cost and
access problems. In the early 1990s, health care was the
nation’s leading policy concern; now it’s not in the top three.
We need to put health care back near the top of our policy
agenda.
James Verdier: The rate of annual Medicaid spending growth
declined in 2003 and 2004, largely due to signiﬁcant state
efforts to control spending. However, Medicaid spending is
expected to have an annual growth rate twice that of state
revenues over the next nine years.
Compared to national ﬁgures, Pennsylvania spends a high
percentage of Medicaid dollars on the elderly (34.8 percent;
national average 27.9 percent) and a large amount of money
per elderly Medicaid enrollee ($13,938 compared to $10,971
nationally). Pennsylvania also spends a high percentage of its
long-term care budget (65 percent) on nursing facility services,
and the state ranks third nationally in per capita expenditures
on nursing home services. Pennsylvania has made heavy use
of managed care for Medicaid (70.7 percent of recipients
enrolled, 39.5 percent nationally).

Kaiser Commission on Medicaid and the Uninsured Executive Director
Diane Rowland presents on the national status of Medicaid reform
and discusses several models other states are implementing.

Since 2004, nearly all states have sought to rein in Medicaid
expenditures by controlling drug costs and reducing or freezing
payments to providers. Missouri and Tennessee have signiﬁcantly cut beneﬁts, but most states have avoided taking this
step. Some states have increased the copayments beneﬁciaries
must pay, and some have sought to manage high-cost patients
more effectively.
Other cost-saving strategies are emerging. Florida has received
signiﬁcant attention for moving from a deﬁned-beneﬁt to a
deﬁned-contribution approach; individuals receive a voucher
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One popular Medicaid cost-containment approach nationally
has been the establishment of a preferred drug list. Requiring
the use of generics where available is a cost-saving step that
has virtually no impact on beneﬁciaries. All prescription drug
cost-control options must now be rethought with the transfer
of Medicaid’s heaviest drug users—the dual-eligible elderly—
to Medicare Part D.
The maximum allowable Medicaid copayment of $3 or 5
percent of the total service cost has not changed since 1982.
The pending federal budget bill would permit copayment
requirements of 10–20 percent. Copayments could be
especially important in discouraging nonemergency use of
emergency rooms and in encouraging use of preferred drugs.
Consumer-directed care is a promising approach with regard
to home health services, where the consumer is in an excellent
position to evaluate the care provided, but requires several
components that have not generally been present in Medicaid:
signiﬁcant cost sharing, consumer purchasing power, and
a choice of providers and insurers.

An impressive assembly of speakers and panelists convenes for the Medical Assistance Program.

With its strong experience in managed care, Pennsylvania
is well positioned to implement Medicare Special Needs Plans,
or managed-care plans that will specialize in serving dualeligible, institutionalized, chronically ill, and disabled persons.
These plans can be used to coordinate acute and long-term
care services between Medicaid and Medicare.

Estelle Richman: Our Medicaid “listening tour” was designed
to explore potential innovations and savings to address the
continued extreme budget and service pressures on the
Medical Assistance Program. Among the recommendations
received [and selected examples of the department’s actions
as described by Richman]:

With Medicaid functioning as the nation’s high-risk pool, cost
pressures on this program will likely continue for many years.
Managed-care and disease management programs can help
to make costs more predictable and reduce emergency room
usage, but are not likely to produce short-term savings as they
will initially expose unmet health needs.

• Improve program administration: We are offering copayment
assistance to help people retain private insurance rather
than having to enroll in Medicaid. A fraud identiﬁcation
project should save $5 million a year. Department stafﬁng
has been cut by 12 percent. We have initiated selective
contracting for certain services, especially durable medical
equipment and home health care.
• Increase ﬁnancial resources for service delivery: We will
have an increase in the 2006–07 budget.
• Improve behavioral health services: The department is
expanding its HealthChoices plan statewide while maintaining a behavioral health “carve out.” Pennsylvania
has received a major federal grant to address co-occurring
mental health and substance abuse disorders.

Department of Public Welfare Secretary Estelle Richman answers a participant’s
question on medical assistance reform.

• Innovative acute care management strategies: The department
has implemented programs on smoking cessation for pregnant
women and on childhood obesity. It has implemented a
preferred drug list and should save $28 million by moving
to greater use of generics. We cannot afford to continue
our current expenditures for “long-term living” and are
seeking to shift toward greater use of home- and communitybased care. We are also seeking to increase the scope of
covered services for nurse practitioners.
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Our effective management has produced results. We anticipate
a $116.6 million savings this year through reduced administrative
costs and enhanced efﬁciency; $21.2 million from increased
third-party liability collections and decreased fraud and abuse;
and $82.1 million from the preferred drug list and other pharmaceutical changes. We started the year with a $1.8 billion
Medicaid deﬁcit, but we are working to bring program costs
in line without negatively affecting consumers. We will review
consumer-directed care models more closely, especially as
Florida and South Carolina begin to implement such models,
but some national experts believe this may not be the best
approach for those most at risk.
Whatever else we do, we must emphasize healthy lifestyles,
because we will never have enough resources to make people
healthy if they don’t take care of themselves.
Norman Mitry: Heritage Valley Health System, like all providers
of acute care, seeks to treat everyone in the same way. As a
result, we expend $25 million a year in uncompensated care.

Of this amount, $15 million goes toward subsidizing care for
the underinsured, including $5 million for people on Medicaid.
Funding for disease management programs would be very
helpful. Our Medicaid activity has increased as a percentage of
our total payer mix every year since 1998. Of the adult Medicaid
recipients we see, 70 percent are single mothers with children,
and many of them should be in smoking cessation or diabetes
management programs.
Our payment data shows that Medicaid reimbursement rates
since 2001 have dropped slightly for inpatient care and signiﬁcantly on the outpatient side. Outpatient reimbursement rates
in 2001 ranged from 15 to 50 percent of actual costs; by 2005
they were 11–27 percent. Our dilemma is that, while needy
populations and utilization of care are increasing, Medicaid
reimbursement levels have decreased.
Paul Winkler: Pennsylvania wishes to “rebalance” its Medicaid
system by increasing the use of home-based services for the

Members of the Medical Assistance Program perspectives panel: (l to r) C. Michael Blackwood, Norman Mitry, Jessica Seabury, Regis Ryan, Diane Holder, Paul Winkler

IOP

report 6

elderly. However, our budget is strained not by inappropriate
use of nursing facilities, but because the number of people
who need nursing care is growing. The proﬁle of residents
in nursing care has changed dramatically; many would, until
recently, have remained in hospitals. The fat in the system was
removed long ago, and additional payment reductions will
affect the quality of care.
The four-state pilot program—the Partnership for Long-Term
Care—that is encouraging people to purchase long-term
insurance by promising conversion to Medicaid when the
insurance runs out offers promise. But there is no quick ﬁx.
We need a sustainable long-term care solution that funds
the entire continuum of services. The lack of Medicaid funding
for personal care home costs has been a disincentive for this
level of care and has pushed some people into nursing
facilities sooner than necessary.
While many providers and provider organizations support
“rebalancing” to shift some dollars from “institutional” based
care to home- and community-based services, this must be
done in the context of a strategic vision that is developed
with stakeholder participation and includes incentives to help
providers reprogram and build capacity and a system of care.
With Pennsylvania’s demographics, we will need better nursing
home facilities and increased community services. Rebalancing
the system can work if it is done collaboratively, as occurred in
Oregon. Pennsylvania should be able to develop a model system
of caring for the elderly. Without change, the current system
will soon become unsustainable as the “age wave” of baby
boomers nearing retirement unleashes a tsunami-like effect.
Regis Ryan: There are about 3,500 Federally Qualiﬁed
Health Centers (FQHCs) in the country, including 56 in
Western Pennsylvania. FQHCs are federally funded community
health centers that serve largely low-income patients and
receive cost-based reimbursement for their services. At these
centers, 36–38 percent of patients are on Medicaid
and another 40 percent are uninsured.
Medicaid recipients assigned to managed care sometimes
don’t even know where their doctor is located. For these
individuals and their families, community health centers provide
a sort of medical home. These centers help to keep people
healthy, meaning that we have to spend less on their care.
Making life more difﬁcult for FQHCs will not result in better
and less expensive care for the poor.
Jessica Seabury: Our organization works with people at risk
for experiencing barriers to accessing the healthcare system.
From this perspective, I wish to address three reform options.

Consumer Health Coalition Executive Director Jessica Seabury discusses her
insights into the consumer perspective on medical assistance changes.

• Beneﬁt cuts and cost sharing: Medicaid recipients are
some of the sickest and most vulnerable members of society.
Cutting beneﬁts in one area (e.g., dental preventive care)
will lead to greater costs elsewhere. Cost sharing leads
Medicaid patients to delay or forgo care. A RAND study has
found that higher copayments and premiums make people
less likely to use their beneﬁts.
• Consumer-directed care: The Florida Medicaid waiver,
approved in October 2005, gives each person a risk-adjusted
amount of money with which to purchase health insurance.
However, risk adjusting is difﬁcult to do. Many consumers—
especially those with limited English or cognitive disabilities—
have trouble navigating the healthcare system now; who will
be there to help them understand consumer-directed plans?
• Disease management: The feedback we have received
suggests that consumers are interested in disease management. Services that keep people out of inpatient care save
Medicaid dollars. It makes sense to integrate physical and
mental health needs, to encourage prevention and self care,
and to get consumers involved in programs and policymaking
that positively affect their well-being.
Diane Holder: Medicaid is really a safety net, not an insurance program. Many of its recipients qualify for the program
because they are already sick, thereby greatly affecting the risk
pool. Consumer-centered models are a good idea, but they
may ultimately just shift costs rather than reduce them. On the
other hand, the HealthChoices managed-care program saved
Pennsylvania about $2.7 billion over ﬁve years while improving
access to care.
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Public ofﬁcials provided their perspectives on medical assistance at the January 27 program: (l to r) Dan Frankel, Jay Costa, Estelle Richman, and Jane Orie.

Many factors are driving increases in healthcare costs. We have
more diabetes and obesity, more people are obtaining treatment, the thresholds for medical intervention have changed,
technology has expanded, and our population is aging. The
most expensive patients have multiple conditions, so we must
care for them in a coordinated way. Patients are signiﬁcantly
less likely to receive preventive care in poorer communities;
for example, 88 percent of women overall get breast cancer
screening, but only 70 percent of Medicaid patients and only
54 percent in Braddock, Pa.

Then what’s the problem? Underfunding, which, if it continues,
will cause providers to drop out, destroy the HealthChoices
plan that serves 1.1 million people, and place the burden back
on fee-for-service programs. We are trying to do our best
clinically and administratively, but we can’t run a program on
air. It makes more sense to support a good existing program
than to undo it and then try to ﬁx it.

Among the available policy options, we support the use of
employer contributions for publicly funded health care, the
improvement of enrollee contact information held by counties,
the inclusion of copayments as incentives encouraging healthy
behaviors, performance-based contracting, incentives to help
providers stay open later, the reexamination of beneﬁts and
eligibility criteria, and the integration of physical and behavioral
health care.
C. Michael Blackwood: As a managed-care organization,
we are not primarily an insurance company but a public health
entity, responsible for maintaining the health of our 236,000
members. We think Pennsylvania has some of the best Medicaid
managed-care organizations in the country. Over 90 percent
of our funds go directly to paying for patient care. Our strategy
includes preventive care, enveloping people with services, and
making sure that treatment plans are well coordinated and
followed through.
Representative Dan Frankel shares his perspective on Medicaid reform
in Pennsylvania.
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Jane Orie: Today Medicaid consumes 22 percent of the average
state budget; by 2020, if growth rates continue, it could absorb
80–100 percent of all state revenues. Raising taxes won’t solve
the problem. The next knee-jerk reaction is to cut reimbursements
or beneﬁts, but these steps are politically and ethically difﬁcult.
The problem is not greedy providers or incompetent bureaucrats;
rather, it is Medicaid’s structure as a deﬁned-beneﬁt entitlement
program, in which eligibility is set and costs are variable.
There is another approach: a deﬁned-contribution or consumerdirected plan in which the costs are set and the beneﬁts are
variable. In this approach—for which the Federal Employee Health
Beneﬁts (FEHB) Program plan is a model—the government’s role
is to supply families with a certain amount of money, provide
information on healthcare options, and ensure quality of care.
Right now, the risk of losing health care is a major disincentive
keeping people from getting off Medicaid.
Florida’s pilot is an important national model. We cannot afford
to be one of the last states to go this way.
Dan Frankel: I would argue that increasing copayments and
offering vouchers do not encourage people to seek early

preventive care; rather, they just shift the burden to the
disabled and the poor. We need to use disease management,
preventive care, and long-term care reform to control costs.
We also must address the problem of medical errors, which
causes 200,000 inpatient days and costs us $2 billion each year.
Tweaking the system will only put off needed solutions. One
thing we can do now is to oppose the federal Deﬁcit Reduction
Act of 2005, which will place even more of the problem on
states’ backs.
Beaufort Longest: University of Michigan Professor Emeritus
of Political Science John Kingdon says we make policymaking
progress only when three conditions are met: widespread
acknowledgment of a problem, the presence of potential
solutions, and a set of political circumstances that push one
of those solutions forward. We are in agreement that there is
a serious problem, with increasing need and decreasing funds
pushing Medicaid toward a crisis stage. We have heard a good
number of possible solutions in this forum, including divergent
policy views from two state legislators. We must now wait for
Kingdon’s third component, as we do not yet have a political
consensus on how to solve our Medicaid problems. ■

Health Committee Cochair Beaufort Longest provides the Medical Assistance Program summary.
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HARRISBURG INFORMATION SESSION

HEALTH POLICY COMMITTEE MEMBERS

The Health Policy Committee organized a
Harrisburg information session on March 14,
2006, titled “Pennsylvania’s Medical Assistance
Program: The Potential Contribution of the
Institute of Politics.” After a welcome by
Health Committee Cochair Jay Costa, Judith Lave
provided participants with an overview of the
Institute of Politics’ medical assistance discussions
to date, including the January 27, 2006, Pittsburgh
forum. Health Committee Cochair Beaufort
Longest then moderated a discussion with
participants about the useful services the Institute
of Politics could potentially provide to policymakers
as they grapple with medical assistance reform.
Discussions yielded several concrete programmatic
efforts that the Institute can undertake in the
coming months. These include assembling a panel
of local experts who can be available to answer
questions for policymakers; organizing a panel
discussion with experts on Medicaid reform in
other states such as Florida, Utah, and Vermont;
and investigating the implications of various
reform proposals on Pennsylvania’s program. ■

Deborah Acklin, Executive Vice President and General Manager,
WQED Multimedia
James Carroll Jr., Vice President for Public Affairs, Dollar Bank
The Honorable Jay Costa, Member, Pennsylvania State Senate
The Honorable Anthony DeLuca, Member, Pennsylvania
House of Representatives
Karen Wolk Feinstein, President, Jewish Healthcare Foundation
Bernard Goldstein, Professor, Department of Environmental
and Occupational Health, Graduate School of Public Health,
University of Pittsburgh
Randy Juhl, Vice Chancellor, University of Pittsburgh
James Kelly, Associate Professor, Director of Field Education
for the Social Work Program, Carlow University
Judith Lave, Chair, Department of Health Policy and Management,
and Director of MHA Program and JD/MPH Program, Graduate
School of Public Health, University of Pittsburgh
Beaufort Longest Jr., M. Allen Pond Professor of Health Policy
and Management, and Director, Health Policy Institute, Graduate
School of Public Health, University of Pittsburgh
The Honorable Frank Pistella, Member, Pennsylvania House
of Representatives
Keith Schmidt, State Director, Western Pennsylvania Office
of U.S. Senator Rick Santorum
The Honorable Bernie Smith, Commissioner, Indiana County
Liz Style, Manager, Southwestern Pennsylvania Program
for Deliberative Democracy

PENNSYLVANIA’S MEDICAL ASSISTANCE PROGRAM
Since the Ninth Annual Elected Officials Retreat in September 2005, the Institute of Politics has
been engaged in a number of extended dialogues on pressing regional and statewide challenges.
The Health Policy Committee’s medical assistance activities are an example of such a process:
FORMED

IDENTIFIED

CONVENED

SPONSORED

• Board of Fellows
Health Policy
Committee
in summer 2005

• Medical assistance
as the most important
regional health
policy issue in the
coming year

• Series of discussions
with local medical
assistance experts on
how the Institute of
Politics could most
effectively address
the issue

• Large educational
forum developed in
conjunction with the
Health Policy Institute,
January 27, 2006, titled
Pennsylvania’s Medical
Assistance Program—
Budget Crunch:
Challenges and
Policy Options
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SPONSORED

POSSIBLE FUTURE PROGRAMS/ACTIVITIES

• Harrisburg legislative
information session,
March 14, 2006

• Provision of a state
expert panel on
medical assistance
that could serve
as a resource
to legislators

• Presentations by
Medicaid experts
from states where
innovative reform
is taking place
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• Fulfilling the
medical assistance
information needs
as delineated at
the March 14
information session

M EDIC A I D I N T H E 20 06 – 07
F E D E R A L A N D S TA T E B U D G E T S
by Bruce Barron

C

ompared to some states’ efforts to radically transform
Medicaid or add new eligibility restrictions in order
to rein in program costs, Governor Edward G. Rendell’s
Medicaid proposal for the 2006–07 budget year reﬂects more
of a stay-the-course perspective.
The governor’s proposed budget, released on February 8,
envisions the expenditure on Medicaid of $4.85 billion in state
general funds, or $5.27 billion of state money if allocations from
tobacco settlement and lottery funds are included. The budget
depends upon receiving nearly $9 billion of anticipated federal
funds for the Medicaid program, making a total of $14.2 billion
(up 7.3 percent from the previous year) of healthcare expenditures
on the approximately 1.9 million Pennsylvanians who will be
enrolled in Medicaid during 2006–07. Medicaid now represents
19 percent of all state spending.
Rendell envisions no reduction in Medicaid eligibility requirements
in the upcoming year. Rather, his Department of Public Welfare
(DPW) estimates that it will save more than $277 million during
2005–06 through reduced administrative costs, implementation
of a preferred drug list, and other management initiatives. The
2006–07 budget projects another $126 million of administrative
savings. The largest source of these prospective savings is a
hospital restructuring initiative, which DPW says will tie supplemental payments to hospitals more closely to the volume of
services each hospital actually provides to low-income patients.
Under the governor’s proposed budget, reimbursement rates
to hospitals, managed-care organizations, and nursing homes
would increase by 4 percent. The proposal also calls for statewide
expansion of the behavioral health managed-care program
known as HealthChoices.
In the closely related area of children’s health, Rendell proposes
to extend the Children’s Health Insurance Program (CHIP)
with a Cover All Kids initiative, which would permit families
otherwise ineligible for CHIP to insure their children at an affordable cost based on income. This initiative is designed to cover
the estimated 130,000 Pennsylvania children who currently
do not have insurance coverage.
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The Federal Context
The governor’s attempt to sustain Medicaid’s existing
services comes despite further cuts in federal funding.
The federal Deﬁcit Reduction Act of 2005, which governs
spending for federal ﬁscal year 2006, includes the following
steps designed to reduce Medicaid spending:
• Changes in payment provisions for prescription drugs.
• Changes in the rules governing eligibility of seniors for
nursing home beneﬁts through Medicaid. Seniors can
now be penalized for assets transferred out of their
names during the ﬁve years before they apply for Medicaid
coverage; previously the “look back” period was three
years. If they own annuities, seniors can be required to
make the state a beneﬁciary of these annuities in exchange
for receiving Medicaid assistance. Also, substantial home
equity can be counted against a senior’s Medicaid eligibility.
• A ﬁnancial incentive to encourage the early purchase
of long-term care insurance.
DPW has projected that changes in Medicaid will reduce the
amount of federal funds available to Pennsylvania this year
by $27 million.
In addition, the Deﬁcit Reduction Act gives states permission
to establish premiums or copayments for certain Medicaid
recipients, including copays when a patient goes to a hospital
emergency room for nonemergency care. And the state may
choose to enroll some Medicaid beneﬁciaries in a benchmark
insurance program (at least equal to the insurance provided to
federal or state employees, or to the state’s largest commercial
HMO) rather than its standard Medicaid beneﬁts package.
President Bush’s 2007 budget proposal calls for various
technical changes in the Medicaid program. The projected
savings from these changes, however, is relatively modest:
$12 billion over 10 years, or less than 0.5 percent of the
estimated $2.8 trillion of federal funds to be expended
on Medicaid from 2007 to 2016. ■
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than will other regions. In addition, it is likely that the aging of
the workforce will disproportionately impact certain industries.

by Vanessa Lund and Johanna Guarinno

While the committee agreed that this is a serious challenge,
they also identiﬁed many opportunities. What if we could use
this demographic uniqueness to our advantage? What are the
opportunities for retraining older workers? Is an older workforce attractive to certain employers or industries? What can
we do to create a more hospitable workplace and community
for an older worker?

HCPI Speakers Reception
On February 16, 2006, the Institute of Politics Human
Capital Policy Initiative (HCPI) hosted an event for the
members of its volunteer speakers bureau. The reception
at the Concordia Club in Oakland celebrated speakers’
achievements and provided a casual networking opportunity.
Participants enjoyed meeting Vice Chancellor Randy Juhl
and the Institute’s new director, Terry Miller. New friends
were made, old friends were reacquainted, and food
and wine were enjoyed.
In addition to enhancing everyone’s social capital, the
evening provided the perfect opportunity to share new
HCPI resources. Speakers were given new presentation
materials and instructions for the use of a new speakersonly intranet to facilitate communication.

The committee plans to sponsor a forum this spring to launch
a series of discussions on the topic. The initial event will
introduce the topic by releasing a report by the Three Rivers
Workforce Investment Board and Carnegie Mellon University’s
Center for Economic Development. Subsequent roundtable
discussions will focus on more speciﬁc issues or audiences.
The series will conclude with a written report summarizing
the results of the forum and roundtable discussions. ■

In 2005, the support of the speakers enabled HCPI to
deliver nearly 200 presentations. Through this outreach,
more than 16,000 people learned about regional workforce
development issues. The reception was a time to recognize
the signiﬁcance of this achievement and to look forward to
even greater outreach, understanding, and impact in 2006.

Workforce Development Policy
Committee Meeting
Committee Cochairs Esther Bush, president and chief executive
ofﬁcer, Urban League of Pittsburgh, and Tom Stevenson,
member, Pennsylvania House of Representatives, convened
the Institute of Politics’ Workforce Development Policy
Committee for a meeting on March 3, 2006. The purpose
of the meeting was to use input provided at the Ninth Annual
Elected Ofﬁcials Retreat in the fall 2005 to plan workforce
development programming for 2006.
The meeting agenda focused on three topics: the aging
regional workforce, ﬁnancing lifelong learning, and adult
literacy. The committee engaged in a thorough and useful
discussion on all of the topics and emerged from the discussion with a blended theme, “The Aging Workforce: Crisis
or Opportunity?” The topics of ﬁnancing lifelong learning
and literacy would be components of a discussion about
the aging of our region’s workforce.
The problems of an aging workforce are not unique to
Pittsburgh. However, Pittsburgh is likely to experience the
challenges of workforce aging sooner and more acutely
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