
 
 
 
 
 
 

Health Care Action in the States 
 

 The health care crisis is a national problem that demands a national solution.  Rather than 
waiting for a federal solution, though, states are taking action. 
 
Medicaid and S-CHIP 
 
 Medicaid makes frequent headlines as the fastest growing item in state budgets. Some 
states have responded by limiting eligibility, limiting the benefits offered, cutting provider 
reimbursements and taking other actions that exacerbate the problem of providing health care for 
low-income individuals – the very problem that Medicaid was designed to address. 
 
 In particular, states should approach the measure of freezing or reducing Medicaid 
provider reimbursements with extreme caution, as this practice has led to severe access problems 
for enrollees. A 2006 report from the Center for Studying Health System Change indicated that 
half of all doctors polled said they had limited or stopped accepting new Medicaid patients, 
because of reduced fees. 
 

Since its origin in 1965, Medicaid has evolved from a safety net for individuals on 
welfare into a more comprehensive public health insurance program for low-income individuals 
and families. It is also the leading source of long-term care for our nation’s elderly and disabled. 
Medicaid is the largest federal grant program, accounting for over 40 percent of total federal 
grants in aid. The federal share of program costs, known as FMAP, averages 55 percent across 
the states but is adjusted annually and varies based on a state’s per capita income. Consequently, 
while Medicaid is sometimes characterized as a drain on state budgets, it is also a major source 
of federal funds.  

 
 A related program is the State Children’s Health Insurance Program (S-CHIP), created in 
1997 to provide health coverage for children whose parents were just above the income 
eligibility cut-off for Medicaid, yet who could not afford private health insurance. Reaction to 
the program has been strongly positive, and many states have expanded access to higher income 
levels and included parents in this coverage as well. These efforts, initiated with bipartisan 
support, have met criticism from the Bush White House, and as this issue brief is being written, 
President Bush is threatening to veto reauthorization of this enormously popular children’s health 
program. 
 

AFSCME supports these state expansion efforts, particularly in light of the continued 
erosion of employer-sponsored health coverage. Rather than undermining this health care safety 
net, and likely increasing the demand for charity care, states can control Medicaid costs through 
a variety of measures including:



 
• claims audits, to identify providers who run up costs by providing unnecessary care; 
• pooled drug purchasing, within a state or across states, to increase leverage; 
• disease management, to help enrollees manage chronic conditions that account for 

over half of Medicaid spending; and  
• good information on what is driving costs, including reports on which employers 

shirk their responsibility to provide health coverage and have a disproportionate 
number of workers using Medicaid or charity care. 

 
Covering the Uninsured 
 
 Currently, 46 million individuals lack health insurance coverage year-round in the United 
States. This growing problem is largely due to the continued erosion of employer-sponsored 
health coverage. Rising rates of uncompensated care to treat the uninsured at hospitals strain 
state and local budgets, and result in cost-shifting throughout our healthcare system.  The cost of 
uncompensated care adds $922 on average to the price of each premium for family coverage.  
 

While this is a national crisis that requires a national solution, many states are taking the 
initiative to expand access to health care. The Massachusetts plan, which includes an individual 
mandate to purchase insurance and a minimal employer assessment, was passed in 2006 and 
went into effect in 2007. As the insurance products available through their state “connector” 
typically feature $2,000 deductibles and monthly family premiums of $500 to $700, it is clear 
that their individual mandate does not mandate affordability for struggling, working families.  

 
Rather than pursue individual mandates that do nothing to require adequate employer 

participation or affordability, states should support balanced ideas for controlling costs and 
expanding access including: 

 
• reinsurance pools for catastrophic claims, to help make premiums more 

affordable; 
• tighter regulation of rates in the individual and small group market;   
• broader pooling arrangements for small businesses, the self-employed and 

individuals; 
• “pay or play” arrangements in which employers must either provide health care 

coverage or contribute to a state fund; and 
• intervention in the health insurance market through state organization of health 

care delivery in single or multi-payer models. 
 
 
 
 

For more information on these issues and ways to address them, see: 
www.afscme.org/healthcare and www.afscme.org/budgetandtaxes, 

scroll down to 2008 AFSCME State Legislative Agenda. 
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