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Reform (Footnotes)

1 The Rhodedand Department of Health recently released
astudy that ranks states on anumber of measures. To see
thisreport, goto: www.health.ri.gov.

2Federd law definesan IMD asa* hospita, nursing facility
or other ingtitution of morethan 16 beds, whichisprimarily
engagedin providing diagnoss, treetment, or care of persons
withmentd diseases, induding medicd atention, nursang care,
andrelated services.” [42U.S.C. 1396d(i)] Psychiatric units
withingenerd hospitdsarenot IMDs. Federa law prohibits
statesfrom providing Medicaid reimbursement to statesfor
servicesprovidedtoindividuasover theageof 21 and under
theageof 65. Vermont, aspart of the 1115VHAPwaiver,
hasallowed payment for waiver-eligible adultsto receive
l[imited mental health services (upto 60 daysper year). A
new federd regulation, however, will iminateall Medicaid
paymentstoIMDsby CY 2006, regardlessof SateMedicaid
waivers. (VSH Futures Report, pp. 2-3).

Roleof the State (Continued)

anticipated $55 million Medicaid budget shortfal for FY 06
and growing consumer needs, findingabaanceinthecoming
year will bethat much moredifficult.

Footnotes

! Vermont Health Care Expenditure Analysis Forecast

: 2002-2006, Department of Banking, Insurance, Securities
and Health Care Administration, p. 2 (December 2003)

2 2001 Vermont Health Care Expenditure Analysis,
Department of Banking, Insurance, Securitiesand Health
CareAdminigtration, p.10 (December 2003)
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WHAT PRICE FOR REFORM?

Just last year, the Vermont General Assembly passed Act
53, laying out an ambitious plan to assess our health care
needs community by community and create a statewide
“Health ResourceAllocation Plan” (HRAP). InMay, the
legislature passed nineteen new health related studies, in
addition to numerous measuresthat madeincrementa hedlth
policy changes. No doubt, this unprecedented focus on
health carereform reflects growing concernsabout rising
hedlth care costsand premiuminflation.

Vermont’shealth careworriesare not unique. Concerns
about rising health care costs, quality, and access continue
to plaguecitizensand policymakersnationwide. Eventhough
Vermont still ranksfavorably onissuesof efficiency, quality,
and cost when compared to other states!, our system
undoubtedly needsimprovement.

To successfully re-engineer our health care system, wemust
understand theissues, align the system componentsand the
stakehol ders, and responsibly fund the solutionswe agree
upon. Without thisalignment and leadership, our system
will continueto flounder inaseaof digointedinitiatives, lavs
and reports.

Wea so must addressthe numerous sectorsand services of
the“health care system” one by onerather than en masse.
Oneof them, mental health care, isalensthat can help us
understand just how complex the notion of “health care
reform” can be.

Last September, the federal government decertified the
Vermont State Hospital (VSH). Since then, the
administration and legidativefocuson 'V SH and our entire
mental health system has been constant —and rightly so.
After thefederal shake-up, ongoinginvestigationsand a
study, more questionsthan answersremain. Asamember
of one of the committees, theVV SH Advisory Group, | am
humbled by the magnitude of the changes needed and the
processstill ahead.
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Thisyear, thelegidature established three committees: the
Committee on Department of Developmental and Mental
Health Services Designated Agency Provider System; the
Vermont State Hospital Future Planning Advisory Group
(designed to continuethework started by theV SH Advisory
Group noted above); and the Mental Health Oversight
Committee (alegid ative committeethat will meet to provide
ongoing oversight and guidancewhenthelegidatureisnotin
session). Inaddition, the Department of Corrections must
present acorrectionsmenta hedth servicesplantotheMenta
Hedlth Oversight Committeeno later than January 15, 2005.

Taken together, these committeesand plansaimto rapidly
create astrategy that will address both capacity and care
concernsfor the entire system. At the core of thiseffort
remainsthe question of what todowiththeV SH. Thecurrent
thinking isto createtwo 16-bed “ north & south” units. The
16-bed limit clearly intendsto solvethe pendinglossof federd
Medicaid fundsfor Institutesfor Mental Disease (IMD),?
but will it addressthe care needs of our aging populationand
thegrowing need for adol escent mental hedth services? The
Brattleboro Retreat and five of Vermont’ sacutecarehospitas
provideinpatient psychiatric services; but will their current
capacity beenoughif VVSH’scurrent average censusof about
50 patientsisdivided into two 16-bed units? Inaddition,
how well do the community menta hed th centers, outpatient
clinicsand private officesmeet patient needsthroughout the
state? How can providers and policymakers improve
collaboration and patient flow between acute and community
Settings? | sthereaneed for additiona menta health screening,

(continued as Reform on inside)
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THE ROLE OF THE STATE

keep costs low.

State of Vermont as Health Care Payer

Tota spending on health carein Vermont will likely reach
over $3hillionin 2004.1 In 2001, the most recent year that
actua numbersareavailable, Vermont health care cost $2.5
billion.? Thegovernment sectors—state and federal —were
the largest payers. Medicare, Medicaid, and other
government programsaccounted for $1.2 billion, or 48% of
thetotd.® Private payerssuchascommercid hedthinsurance
companiesand employers paid 38% of thetotal bill, and
consumers paying out-of-pocket picked up theremaining
14%.4

Thegtaepaysfor hedth careprimarily throughtheMedicad
program, funded approximately 40% by Vermont and 60%
by thefederal government. Medicaid makes paymentsto
hospitals, nursing homes, physiciansand other professional
providers, and coverssuch servicesasdevelopmental and
mentd hedlth care, and homehedth careand persond services
care. Vermont also paysfor health care servicesoutside of
the Medicaid program, such asAdult Day Care and care
provided at Vermont correctiond facilities.

Thestate’srole as payer hasgrown significantly over the
past 20 years. TheMedicaid program a one balooned from
$96 millionin 1984 to an estimated $750 millionin 2004.
Many factorscontributed to thisgrowth, but key among them
has been the expansion of both thetypesof servicescovered
andthedigibility requirements. Examplesof thisexpanson
indude

Dr. Dynasaur: Provides Medicaid coverage to

children up to age 18 and to pregnant women who

meetincomeguiddines
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IN HEALTH CARE:

PAYER, REGULATOR,
AND ADVOCATE

Aswe prepare for another round of political conversations on health care,
it helpsto have some per spective on the rolesthat the state of Viermont has
carved out for itself on this front. In Vlermont, state government plays
threeprimary roles: payer, regulator, and patient advocate. Duelargelyto
the Medicaid program, the role of payer has grown most dramatically in
recent years. That role pressuresthe stateto exerciseitsroleasregulator to

At the same time, as advocate of the public’s health, it

identifies health care problems that may incur additional costs.

Vermont Health Access Plan (VHAP): Provides
healthinsuranceto adultsnot covered by employer
hedlth plansand who can’t afford insurance on their
own.

Pharmacy coverage: Programssuch asV Script and
VHAP Pharmacy provide prescription drug
coverage to low-income, elderly, and disabled
Vermonters.

State of Vermont as Regulator

The State of Vermont actively regulateshealth caredelivery,
cost, and quality. Thechief regulatory arm of thestateisthe
Health Care Administration (HCA), located within the
Department of Banking, Insurance, Securities& Hedth Care
Adminigtration (BISHCA). The State’ sprimary regulatory
rolesinclude:

The Certificate of Need (CON) program establishes a
processand aset of statutory criteriato guidethe approval
of new hedlth carefacilitiesand servicesin Vermont. The
program seeksto ensurereasonabl e accessto needed clinical
servicesthroughout the state without unnecessary service
duplicationwhilereviewing thecog, type, level, qudity, and
feasbility of new projects.

TheHealth Resour ceAllocation Plan (HRAP) isafour-
year plan prepared by HCA and submitted to the Governor
that identifiesVermont needsin health care services, the
resources available to meet those needs, and the priorities
for addressing those needson astatewidebasis. Established
by Act 53in 2003, thefirst planisdueon July 1, 2005.
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HCA annually administersbinding budget review of al
Vermont hospita sinan effort tomonitor and control increases
inhospital costs.

HCA collectsand analyzeshealth and market datato
assist the Commissioner in identifying, evaluating and
distributing resources as well as evaluating need,
effectiveness, utilization, and cost.

The Vermont Program for Quality in Health Care
(VPQHC) isaprivate non-profit organization that aidsthe
state on quality issues. VPQHC seeksto determine that
hedlth care servicesrendered were professionally indicated
and with the applicable standard of care.

Sate of Vermont as Advocate

Inthelast decade, the state’ srole asregulator has placed
greater emphasis on patient advocacy. Since 1996, HCA
hasexamined key aspectsof accessto and delivery of hedlth
serviceson ayearly basis. The Vermont Legislature has
adopted various other programsto expand the state’'srole
asconsumer protector:

- TheHealth Care Ombudsman helpsconsumers
choose health insurance plans and provides
information to consumers about their rights and
responsibilities. The Ombudsman also provides
information to the public, agencies, and legidators
about problemsfacing healthinsurance consumers,
and makes recommendationsfor resolving those
concerns.

Mental Health Care ServicesReview isprovided
by anindependent panel that reviewsdecisionsin
whichinsured consumersaredenied accessto mentd
health treatment.

Individual Vermontershavetheright to External
Appeals. anindependent review of denid, reduction
or termination of health coverage or paymentswhen
the insured has exhausted all applicable internal
review procedures provided by the health benefit

plan.

Thedatedrivesto providewhat Vermonterswant: affordable,
ble, responsible, high-quality health care. To address
each aspect of the system, it must assume each of thethree
rolesdescribed above. Inevitably, conflict arises. Withan

(Role of the State continued on back cover)
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Reform (continued from front)

careand diagnosisin primary careoffices? Thesearejust
someof the questionsthat must be answered in short order.

Ascomplex asthese questionsare, thereisstill theissue of
alignment. (See Perspectives, April 2004 available at
www.vahhs.org) How will improvementsto our mental
health system comport with theAgency of Human Services
re-organization that thelegidaturejust approved? Will the
HRAP provideadditional guidanceto mentd heath changes
or will BISHCA and the HRAPAdvisory Committeetake
mental health off their “to-do” list?

Last but not least remainstheissueof funding. Whenadl is
said and done and a coordinated plan has been compiled
for thevarious mental health sectors, therewill beaprice
tag. Will the proposed changes be affordable? With an
anticipated $55 million Medicaid gap anticipated for FY
2006, | worry that any proposed improvementswill remain
“onthewadl,” leaving uswith greet effort, thoughtful studies,
good plansand no implementation.

With Medicaid funding gaps, legidatorshavefivebasc short-
termchoices:
- They canraisetaxes.

They can cut existing benefits.

They canraisedigibility thresholds.

They can cut paymentsto providers.

They can cut spending in other programs (e.g.

education, transportation).

None of these choicesare easy —but given theforecast of
worsening deficits, I’ m betting dl fiveoptionswill beinplay
next year. So how doesonereconcileambitiousplans, such
asthose proposed for mental hedlth care, witha$55 million
budget gap? Thebaancewill not beeasy and will require
somepainful re-allocation of resources.

| hopethe HRAP and other studieswill providelegidators
with meaningful guidance asthey facetough choicesnext
year inan effort toimprove our heath care system. If not,
then thesetime-consuming, expensiveeffortswill only serve
to add more coststo an already unaffordable system.

(Reform footnotes are located on back cover)
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