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Bureau of Medicaid Policy & Actuarial Services
Medical Services Administration
P.O. Box 30479
Lansing, MI 48909-7979

Email: MSADraftPolicy@michigan.gov

RE: Project Number 0929-EO

Dear MSA Policy Staff, 

On behalf of its 144 members, the Michigan Health & Hospital Association (MHA) appreciates the opportunity to comment on the above referenced proposed policy.  The policy implements Executive Order (EO) Number 2009-22. We also express thanks to the MSA for efforts in hosting the hospital workgroup meetings with the MHA and hospital representatives. By working with this group, the MSA is able to obtain hospital input during the development stage of policy issues, which results in a better outcome for all parties. 

The proposed policy indicates the MSA intends to reduce provider payment rates by 4 percent beginning July 1, 2009. This will result in a $14 million fee-for-service (FFS) and health maintenance organization (HMO) reduction to inpatient and outpatient hospital payments. Through this cut, with Michigan’s current federal medical assistance percentage (FMAP) of 69.58 percent, the state is projected to achieve its targeted savings of $4.3 million with a loss of $9.7 million in federal funds.

This cut is in addition to the continuation of $45.9 million in reductions specified in EO Numbers 2001-9, 2002-22, 2005-07, and Public Act 246 of 2008, which are applied to medical/surgical hospitals, distinct part rehabilitation units and freestanding rehab hospitals. These reductions will further threaten the already strained hospital financial condition, resulting in:

· Further disparity between Medicaid payments and the cost of providing care to the Medicaid population,

· Diminished cash flow, and 

· Additional hospital staffing reductions, further reducing state and local tax revenues and exacerbating the current downward spiral of Michigan’s bleak economy.

Medicaid provider rates should not be reduced since they already fall short of the cost providers incur to provide care to Medicaid beneficiaries. Based on the fiscal year 2007 cost report data, Medicaid reimburses hospitals only 62 percent of inpatient costs and 48 percent of outpatient costs. 

This proposed policy will result in fewer physicians participating with the Medicaid program, resulting in Medicaid beneficiaries having limited access to physician services at a time when Medicaid enrollment continues to grow at a staggering rate.  Ultimately, sicker Medicaid patients will seek treatment in the more costly hospital setting, likely through the emergency department.

The proposed policy also indicates the MSA intends to eliminate currently covered services for adults. Services slated for elimination are chiropractic, podiatric, hearing aids, eye glasses and associated vision services, and non-emergent dental. The MHA recommends these services not be eliminated because the state will not realize the projected budget savings assumed from these services no longer being covered for the Medicaid population. If these services are cut, patients will require treatment for avoidable conditions in the more costly and unnecessary hospital setting because they were forced to forego less expensive preventive services. As a result, we believe the state will fail to achieve the targeted general fund savings as a result of this phenomenon, while at the same time placing an undue burden on patients and their families.

While we recognize the state’s current economic condition remains distressed, the MHA is concerned about the financial impact of this payment reduction. The cuts described in this proposed policy are particularly alarming since the latest data indicate that approximately 56 percent of Michigan hospitals lose money providing services to Medicare patients. These cuts would be further exacerbated since the latest data indicate that Medicaid general fund-supported operating, capital and graduate medical education (GME) payment levels are approximately 58 percent of Medicare payment rates.  Continuing payment shortfalls by Medicare and Medicaid will further threaten the financial viability of Michigan hospitals and their ability to provide access for all Michigan citizens in their communities.

Again, the MHA takes this opportunity to urge that the MSA work with the Partnership for Michigan’s Health (Michigan State Medical Society (MSMS), Michigan Osteopathic Association (MOA), and the MHA) to develop a funding strategy that will achieve parity with Medicare payments.   Since 1994, 25 Michigan hospitals have been forced to close their doors, dramatically impacting those in their communities, while others have had to discontinue offering certain services.   In some instances, these changes have resulted in pregnant women having to drive long distances to deliver a baby. 

Due to record Medicaid enrollment levels, adequate funding of the Medicaid program is more important than ever.  As a result of the current economic conditions, Medicaid enrollment increased approximately 60 percent from January 2000 to April 2009, with 1.7 million Michigan citizens, or one of every six, currently receiving healthcare services through the Medicaid program.  

The MHA remains concerned about the negative impact these payment reductions will have on Michigan’s nonprofit hospitals and urges the state to restore these cuts.

Please contact me at 517-703-8603 should you require clarification or further information.

Sincerely,
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Marilyn Litka-Klein

Vice President, Health Finance
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