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Introduction:

It’s a pleasure to be here with you today.

I am particularly pleased that your organization has asked me to focus on Medicaid,
because it is a program about which I care deeply. It is an essential program for over 52 million
Americans. It covers 25 million children. It covers 8 millions persons with disabilities. It

provides the critical supplemental coverage that makes Medicare work for 6 million seniors.

And it is a program that has been a virtual life saver for people suffering from mental

illness.

As you all well know, Medicaid has become the primary payer of public mental health
services. It is the payer for the low-income. It is the program where many suffering from these
disabling conditions find the services and support that are all too often lacking in private health

insurance coverage.

In the area of mental illness, as in many others, Medicaid has expanded and evolved to

fill critical gaps in the health care system.

That is not to say that the program does not need to evolve further. In many areas,
outdated limitations in the law or restrictive regulatory interpretations have kept the program

from being as effective in addressing the problems of persons with mental illness as it could be.

The limitations on who can be covered in inpatient psychiatric facilities are very well
known to you in this room. The shortfall in fully utilizing options for community-based care is

another.



But despite all the areas where improvement is needed, what remains clear is what a

tremendous resource the program remains for low-income people with mental illness.

Medicaid under Attack:

Yet in the guise of reform, Medicaid is a program that is clearly under attack.

The Bush administration and the Republican leadership in the Congress are determined to

limit the Federal commitment to this program.

This has been a long-term goal, and one that is being pursued through many different

avenues.

Some years back, we saw the direct approach: proposals to block grant the program.
End the Federal commitment to pay its share. Give States flexibility to decide all the rules. Take
away the rights of beneficiaries because when the pot of dollars is fixed, and costs go up, people

just lose care.

Those were the proposals we saw in the Republican Congress in the 1990s. But the
reaction was strong. People who previously hadn’t known the difference between Medicare and
Medicaid suddenly realized the critical roles Medicaid played.

And States, who long had pushed for flexibility in how they ran the program, started to
get more than a little uneasy when they realized the price for that flexibility was a cap on Federal
dollars.

So the direct assault on the program, the explicit call for a block grant, receded.

But it didn’t end the threat.



This Administration has continued to pursue, through the waiver process, efforts to entice

States into agreeing to a cap on the Federal dollars for their programs.

Sometimes they’ve used the carrot of allowing States more flexibility in areas that we all

agree are positive, like more home and community based services.

Sometimes they’ve threatened to disallow State funding sources for the program that
have traditionally been recognized as legitimate unless the State agrees to change their programs
to conform to the directions that the Administration is seeking: more mandatory managed care,
more cost-shifting to beneficiaries, more restrictive benefit packages, and a limit on the Federal

contribution.

Sometimes they’ve even enticed States to these actions by holding out extra dollars in the

short term in order to achieve their long-term goal.

And while they have been pursuing these changes through the back door with waivers,
they have also mounted direct pressure on the program through legislative proposals to cut
program expenditures, shift costs to beneficiaries, and take away benefits that have long been

guaranteed.

Last year, the Administration capitalized on the desire of the Governors to have more
flexibility in their programs. The cuts in Federal spending they called for in the program were
mostly the result of changes that reduced both State and Federal spending by taking things away

from the beneficiaries of the program.

They allowed more cost-sharing. They let providers deny benefits to a person who
couldn’t pay. They undermined EPSDT benefit protections for many beneficiaries. They
allowed States to shift coverage to a model of what they called benchmark plans—benefits
modeled on the private insurance coverage that has so often been inadequate for persons

suffering from the kind of disabling conditions you are so familiar with.






