
FOCUS: NEW 
MEDICAID RATES 

On A p r i l  1, Medicaid r a t e s  of reimbursement f o r  h o s p i t a l s  
underwent major changes. Las t  yea r ,  t he  l e g i s l a t u r e  d i r e c t e d  the  
Medical Services  Administrat ion (MSA) t o  rebase ( r eca l cu la t e )  the  
r a t e s  t o  a s su re  t h a t  no h o s p i t a l ' s  reimbursement i s  l e s s  than 95 

percent  of i t s  c o s t s .  MSA Direc tor  Kevin S e i t z  says  the  reason i s  t h a t  t h e  o ld  DRG 
r a t e s ,  when combined wi th  adjustments f o r  i n f l a t i o n  and indigent  p a t i e n t  volume, 
r e s u l t e d  i n  some hosp i t a l s - -pa r t i cu l a r ly  those t h a t  s e rve  a  d i sp ropor t iona te ly  high 
number of ind igent  patients--being paid more than t h e i r  b i l l e d  charges.  A s  of l a s t  
month, the  new payment r a t e s  rearranged t h e  l i s t  of winners and l o s e r s  among s t a t e  
h o s p i t a l s .  

Medicaid payments went up f o r  h o s p i t a l s  t h a t  had been rece iv ing  payments equal  t o  
l e s s  than 95 percent  of t h e i r  repor ted  c o s t s .  Some h o s p i t a l s ,  however, a r e  r ece iv ing  
s i g n i f i c a n t l y  reduced Medicaid reimbursement. These " losers"  inc lude  major teaching 
h o s p i t a l s  such a s  t h e  Univers i ty  of Michigan and Henry Ford and l a r g e  inner -c i ty  
h o s p i t a l s  such a s  D e t r o i t  Receiving and Michigan Osteopathic  Medical Center t h a t  t r e a t  
l a r g e  numbers of ind igent  p a t i e n t s .  S e i t z  defends t h e  new r a t e s ,  saying,  "What we've 
done i s  t o  even out  the  playing f i e l d  and c o r r e c t  e r ro r s . "  About 40 percent  of 
h o s p i t a l s  won higher  r a t e s  of reimbursement; 60 percent  f a r ed  worse. Those s u f f e r i n g  
lower r a t e s ,  however, consume 80 percent  of Medicaid h o s p i t a l  funds. 

L/ The governor ' s budget c a l l s  f o r  an a d d i t i o n a l  $18.7 mi l l i on  i n  c o s t  savings 
through DRG rebas ing  and new cos t  containment i n i t i a t i v e s  during the  1987-88 f i s c a l  
year .  Hosp i t a l s  f e e l  t hese  savings a r e  excessive;  bu t  with the  prospect  of the  
economy cool ing  of f  and the  s t a t e  budget t i gh ten ing  up, s t a t e  l e g i s l a t o r s  appear 
unsympathetic. 

FOCUS : While the  l e g i s l a t u r e  d e l i b e r a t e s  on proposed changes t o  loosen 
CARDIAC CARE t he  c e r t i f i c a t e  of need law, t h e  Department of Publ ic  Health i s  
CERTIFICATES preparing t o  s e t t l e  a  major CON case  i n  southeas t  Michigan. The 
OF NEED case  involves e i g h t  h o s p i t a l s  t h a t  sought new o r  expanded ca rd i ac  

ca re  s e r v i c e s ,  inc luding  ca rd i ac  c a t h e t e r i z a t i o n .  Af te r  a  compli- 
ca ted  and complex appeal  of CON dec i s ions ,  i t  appears t h a t  the  

MDPH w i l l  o f f e r  t o  s e t t l e  t h e  d i spu te  by pe rmi t t i ng  a l l  e i g h t  h o s p i t a l s  t o  expand 
ca rd i ac  se rv i ces .  This a c t i o n  seems t o  run counter  t o  the  S t a t e  Health P lan ,  which 
s t a t e s ,  "No a d d i t i o n a l  ca rd i ac  c a t h e t e r i z a t i o n  l a b o r a t o r i e s  should be developed unless  
each e x i s t i n g  u n i t  i n  the  h e a l t h  s e rv i ces  a r e a  i s  ope ra t ing  and cont inuing t o  opera te  
a t  g r e a t e r  than 500 a d u l t  ca rd i ac  c a t h e t e r i z a t i o n s  per  year  . . . . ' I  A t  l e a s t  t h ree  of 
t he  e i g h t  h o s p i t a l s  involved f a i l  t o  meet t h i s  c r i t e r i o n .  Also a t  i s s u e  i s  a  
c r i t e r i o n  l i m i t i n g  l a b s  t o  no more than one f o r  each 300,000 a rea  r e s i d e n t s ;  t h i s  may 
a l s o  be s e t  a s i d e  i n  t h i s  case .  

One reason f o r  loosening ca rd i ac  ca re  r egu la t ion  i s  the  growing s o p h i s t i c a t i o n  of 
and need f o r  i n t e r v e n t i o n a l  cardiology,  through which p a t i e n t s  s u f f e r i n g  h e a r t  a t t a c k s  
can be quickly s t a b i l i z e d .  New drugs--such a s  TPA, which, when i n j e c t e d  d i r e c t l y  i n t o  
the  h e a r t  muscle, s t o p s  a  h e a r t  a t t a c k  immediately--and new technology--such a s  l a s e r s  L t h a t  des t roy  blockages during h e a r t  attacks--can be administered o r  i n s t a l l e d  i n  
almost any h o s p i t a l ,  no t  j u s t  i n  r eg iona l  ca rd i ac  ca re  c e n t e r s ,  a s  was envi-sioned when 
the  S t a t e  Health Plan and e a r l i e r  Publ ic  Health r egu la to ry  guide l ines  were wr i t t en .  
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OF INTEREST The Grand Valley Heal th Plan r e c e n t l y  dec l ined  t o  pay f o r  a h e a r t  
t r ansp lan t  on two grounds: (1) the  procedure i s  experimental,  no t  
t he rapeu t i c ,  and ( 2 )  s i nce  they a r e  not  a f e d e r a l l y  q u a l i f i e d  HMO, - 

they need not  fol low Medicare c e r t i f i c a t i o n  r u l e s .  Richard Yerian, D.O.,  Chief j_) 
Medical Consul tant ,  MDPH Bureau of Health F a c i l i t i e s ,  subsequently d i r e c t e d  the  plan 
t o  pay f o r  t h e  t r ansp lan t  on the  grounds t h a t  a h e a r t  t r ansp lan t  i s  an accepted 
medical p r a c t i c e ,  a pos i t i on  a l s o  he ld  by the  Insurance Bureau. 

B i l l  Sederburg, c h a i r  of t he  Senate Health Pol icy  Committee, w i l l  be watching 
c l o s e l y  a s  t he  Department of Soc ia l  Services  awards the  con t r ac t  f o r  Medicaid 
u t i l i z a t i o n  and peer review funct ions .  The present  Medicare reviewer,  Michigan Peer 
Review Organization (MPRO), i s  a l i k e l y  b idder ,  but  has  been accused by some 
p r o f e s s i o ~ l a l s  a s  wel l  a s  p a t i e n t s  and t h e i r  f a m i l i e s  of endangering q u a l i t y  h e a l t h  
care .  The Senate Health Pol icy  Committee, r e a c t i n g  t o  c r i t i c i s m s  of MPRO, included 
language i n  a r e s o l u t i o n  (House Concurrent Resolut ion 33) t h a t  c a l l e d  MPRO "a medical 
hazard t o  t he  sen io r  c i t i z e n s  of Michigan" and s t a t e d  t h a t  MPRO "lacks compassion f o r  
s en io r  c i t i z e n s  and has denied admission t o  dying p a t i e n t s  because [ i t ]  be l i eves  the  
p a t i e n t  would have died anyway." 

Michael Bennane, c h a i r  of t he  House Publ ic  Heal th Committee, has  appointed four  
subcommittees on major h e a l t h  i s s u e s  : 

Nursing Homes 
Gubow (Huntington Woods), c h a i r  
Barns (Westland) 
Palamara (Wyandot t e )  
Bandstra (Grand Rapids) 
P r idn ia  ( H a r r i s v i l l e )  
Rocca ( S t e r l i n g  Heights) 

I n f a n t  Mor ta l i ty  
S ta l lwor th  ( D e t r o i t ) ,  c h a i r  
Gire  (Mount Clemens) 
Docherty (Por t  Huron) 
Stabenow (Lansing) 
Krause (Rockford) 
Trim (Waterford) 

C e r t i f i c a t e  of Need* 
Bennane (De t ro i t )  , c h a i r  
Gubow (Huntington Woods) 
Porreca (Trenton) 
Palamara (Wyandotte) 
Stabenow (Lansing) 
Brotherton (Farmington) 
Dunaskiss (Lake Orion) d 
Law (Plymouth) 
Rocca ( S t e r l i n g  Heights) 

AIDS - 
Hunter ( D e t r o i t ) ,  c h a i r  
Barns (Westland) 
Bennane (Det ro i t )  
O'Connor (Ann Arbor) 
P r idn ia  ( H a r r i s v i l l e )  

*The CON subcommittee w i l l  not  consider  pending l e g i s l a t i o n  u n t i l  t he  MDPHIOHMA work 
group r epor t  on h e a l t h  planning and CON r e v i s i o n  comes out i n  e a r l y  Ju ly .  This  means 
t h e r e  l i k e l y  w i l l  be no House a c t i o n  on CON i s s u e s  u n t i l  a f t e r  t he  summer r eces s .  

--Frances L. Faverman 
Edi tor  
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