
FOCUS: GOVERNOR 
OFFERS AUSTERE 
MEDICAID BUDGET 

Michigan 's  Medicaid program i s  once a g a i n  t h e  t a r g e t  of s t a t e  
budget c u t s .  Medicaid i s  b i g  and v u l n e r a b l e .  A t  $1.6 
b i l l i o n ,  t h e  program accounts  f o r  about  10 p e r c e n t  of t h e  
t o t a l  c u r r e n t  s t a t e  budget .  Governor Blanchard t a r g e t e d  t h e  
program f o r  s u b s t a n t i a l  c u t s  i n  h i s  FY 1988-89 budget ,  which 

he p r e s e n t e d  t o  t h e  l e g i s l a t u r e  on January  20. 

The governor c a l l s  f o r  FY 1988-89 Medicaid spending t o  be capped a t  
$1,505,992,600, $110 m i l l i o n  l e s s  t h a n  t h e  amount a n t i c i p a t e d  t o  be s p e n t  d u r i n g  t h e  
c u r r e n t  f i s c a l  y e a r .  How does t h e  governor expect  t o  a c h i e v e  t h e  s a v i n g s ?  He 
proposes  c o s t  containment a c t i o n s  such a s  

- paying h o s p i t a l s  o n l y  up t o  t h e  8 5 t h  p e r c e n t i l e  of r e g i o n a l  DRG p r i c e s  
($18.6 m i l l i o n  i n  savings!)  ; 

- c u t t i n g  s u b s i d i e s  t o  t e a c h i n g  h o s p i t a l s  by h a l f  ($15 m i l l i o n ) ;  
- r e q u i r i n g  Wayne County Medicaid r e c i p i e n t s  t o  e n r o l l  i n  HMOs ($14 m i l l i o n )  ; 
- l i m i t i n g  h o s p i t a l  long-term c a r e  u n i t  reimbursement r a t e s  t o  n u r s i n g  home 

reimbursement l e v e l s  ($43 m i l l i o n ) ;  
- l i m i t i n g  p r e s c r i p t i o n  payments t o  t h e  r a t e s  f o r  t h e  lowest-cost  d rug  i n  each 

c l a s s  ($10 m i l l i o n ) ;  and 
- e l i m i n a t i n g  t h e  c a p i t a l  c o s t  pass-through ($2 m i l l i o n ) .  

These changes,  w i t h  o t h e r s  such  as e l i m i n a t i o n  of coverage f o r  p o d i a t r i c  and i c h i r o p r a c t i c  s e r v i c e s ,  would s a v e  $135 m i l l i o n  ($53 m i l l i o n  i n  GF/GP monies).  The 
governor h a s  t a r g e t e d  Medicaid e x p e n d i t u r e s  f o r  r e d u c t i o n  t o  compensate f o r  l o s s  of 
f e d e r a l  Medicaid funds  (expected t o  d e c l i n e  from matching 56.25 p e r c e n t  of s t a t e  
expendi tu res  t o  matching 54.75 p e r c e n t ,  a  c u t  of $27.2 m i l l i o n  f o r  Michigan) ,  t o  h e l p  
pay f o r  h i s  o t h e r  program i n i t i a t i v e s ,  and t o  b a l a n c e  a  proposed budget thought  by 
many t o  be s h o r t  on revenues  and l o n g  on expenses .  

H o s p i t a l  and n u r s i n g  homes a r e  s l a t e d  f o r  t h e  l a r g e s t  r e d u c t i o n s ,  a s  i n d i c a t e d  i n  
t h e  fo l lowing  t a b l e .  

T o t a l  S t a t e l F e d e r a l  Funding 
( i n  m i l l i o n s )  S t a t e  Share  ( i n  m i l l i o n s )  

H o s p i t a l s  $683.4 $661.2 
Nursing homes 309.3 279.5 
Phys ic ian  s e r v i c e s  183.9 181.6 

The recommended FY 1988-89 budget c a l l s  f o r  one of t h e  smal les t -ever  i n c r e a s e s  i n  
t o t a l  s t a t e  spending ( . 6  p e r c e n t ) .  Thus f a r ,  t h e  governor ' s  proposed c u t s  i n  h e a l t h  
c a r e  funding have been overshadowed by h i s  p r o p o s a l s  f o r  a  major shake-up i n  K-12 
school  fund ing  and ho ld- the - l ine  fund ing  recommendations f o r  c o l l e g e s  and uni-  
v e r s i t i e s .  The coming budget d e l i b e r a t i o n s  by t h e  l e g i s l a t u r e  promise t o  be  t h e  most 
p a i n f u l  s i n c e  t h e  r e c e s s i o n  y e a r s  of 1981-83. Compounding t h e  problem of t h e  f u t u r e  C budget i s  t h e  p o s s i b i l i t y  of a  major  imbalance i n  t h e  c u r r e n t  one.  Although t h e  
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governor be l i eves  t h i s  y e a r ' s  budget w i l l  balance,  the  Senate F i s c a l  Agency p r o j e c t s  a  
1987-88 s h o r t f a l l  of $162 m i l l i o n  and Publ ic  Sec tor  Consul tants  f o r e c a s t s  a  $100-150 
mi l l i on  s h o r t f a l l .  Where t h e  funds w i l l  come from t o  balance t h i s  y e a r ' s  budget and 
t o  f inance  the  new i n i t i a t i v e s  f o r  1988-89 i s  anybody's guess.  Look f o r  l e g i s l a t o r s  & 
t o  consider  tapping the  s t a t e ' s  "rainy day fund,'' which conta ins  $375 m i l l i o n ,  and new 
revenue sources such a s  increased beer  and o the r  a lcohol  t axes  and c los ing  business  
t ax  loopholes.  Absent these  l e g i s l a t i v e  a c t i o n s ,  i n  t he  f i s c a l  year  s t a r t i n g  October 
1988, Medicaid providers  and r e c i p i e n t s  can expect even more be l t - t i gh ten ing  than t h a t  
a l ready  proposed by the  governor. 

OF INTEREST Growing concern is  genera t ing  wider AIDS t e s t i n g .  Two t e s t s  can de t ec t  
t he  presence of H I V  an t ibod ie s :  ELISA (an i n i t i a l  t e s t )  and the  West- 
e rn  Blot  ( a  confirmatory t e s t ) .  I n  t he  f i r s t  s i x  months of 1987, the  

Michigan Department of Publ ic  Heal th (MDPH) r e p o r t s  t h a t  41,000 ELISA and 1,600 
Western Blot t e s t s  were performed. I n  a d d i t i o n  t o  t h e  MDPH l a b s ,  37 c l i n i c a l  
l a b o r a t o r i e s  i n  Michigan a r e  allowed t o  perform ELISA t e s t s  and only t h r e e  perform 
Western Blot t e s t s .  

With the  surgeon gene ra l ' s  c a l l  f o r  anonymous t e s t i n g  on co l l ege  campuses and 
pending s t a t e  l e g i s l a t i v e  measures r equ i r ing  t e s t i n g  of p r i sone r s  and a p p l i c a n t s  f o r  
marriage l i c e n s e s ,  t he  rush t o  t e s t  is e sca l a t ing .  Publ ic  h e a l t h  o f f i c i a l s ,  however, 
cau t ion  t h a t  t e s t  r e s u l t s ,  behavioral  r i s k s ,  and ways t o  reduce r i s k s  must be 
explained t o  the p a t i e n t ;  t e s t i n g  without counsel ing does l i t t l e  t o  discourage 
high-r isk behavior even among those who t e s t  negat ive.  

"Testing f o r  t e s t i n g ' s  sake" is  a l s o  being discouraged by the  Food and Drug 
Administration (FDA). The FDA has r e j e c t e d  l i c e n s e s  f o r  home blood-drawing k i t s  and 
physician o f f i c e  t e s t i n g  supp l i e s  because of concerns about c o n f i d e n t i a l i t y ,  accuracy, 
access  t o  confirmatory t e s t s ,  and the  absence of adequate counsel ing.  

d 
In the next  t h i r t y  days, look f o r  

- the  House Publ ic  Health Subcommittee on Nursing Homes t o  rework HB 4588, a  
b i l l  r equ i r ing  pre-admission screening  of p a t i e n t s  t o  determine whether 
long-term c a r e  placement bes t  s u i t s  t h e i r  needs. 

- t he  House Publ ic  Health Subcommittee on AIDS t o  hold more meetings on - 
var ious  b i l l s ,  such a s  HB 4980 ( r equ i r ing  t h a t  organ, t i s s u e ,  and f l u i d  
donations be t e s t e d  f o r  AIDS) and HB 5026 (au thor iz ing  c o u r t s  t o  r equ i r e  H I V  
c a r r i e r s  known t o  be engaging i n  behavior t h a t  can spread t h e  d i sease  t o  
p a r t i c i p a t e  i n  counsel ing,  educat ion,  o r  t reatment  programs). 

- the  House Publ ic  Heal th Subcommittee on C e r t i f i c a t e  of Need t o  hear  
p re sen ta t ions  .on February 9  from the  Michigan Hospi ta l  Associat ion and the  
Economic Al l iance .  Prospects  look favorable  f o r  a  compromise on a  package 
of CON reforms. 

- the  Senate Committee on Health Po l i cy  t o  d r a f t  b i l l s  t o  f u r t h e r  r e s t r i c t  
smoking i n  c e r t a i n  publ ic  p l aces  and t o  give more l a t i t u d e  t o  c o u r t s  t o  f i n e  
and/or  educate underage youths caught smoking. The l a t t e r  would update and 
recodi fy  an 1895 law. 

--Frances L. Faverman 
Edi tor  
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