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Obama Administration Denies
Waiver for Indiana's Popular
Medicaid Program

In 2007, under Gov. Mitch Daniels (R.),
Indiana enacted the Healthy Indiana Plan, an
expansion of Medicaid that used consumer-
driven health plans to encourage low-income
beneficiaries to take a more active role in their
own care. Today, Healthy Indiana is the most
innovative and successful reform of Medicaid
in the history of the program. Today, we learn
that the Obama Administration has rejected
the state’s request to extend its federal waiver,
which means that over 45,000 Indianans who
get their insurance through the program are
out of luck.

.. . . Gov. Mitch Daniels (R., Ind.). Image
Medicaid, of course, is the nation’s by Getty Images via @daylife

government-run health insurance program for

the poor. In theory, it’s jointly run by the

federal government and the states, but in reality, any time a state wants to
make the tiniest changes in its Medicaid program, it has to go hat-in-hand to
the U.S. Department of Health and Human Services with a formal request for
a waiver, and these waivers are usually denied.

Indiana succeeded in gaining a waiver in 2007 because it was seeking to
expand Medicaid to a group of people who weren’t then eligible for the
program, and because the state’s effort required no additional outlays from
the federal government (the Medicaid expansion was paid for with a 44-cent
increase in the state’s cigarette tax.)

Structure of Indiana’s consumer-driven Medicaid plan

Beneficiaries get a high-deductible health plan and a health savings account,
called a POWER account, to which individuals must make a mandatory
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monthly contribution between 2 to 5 percent of income, up to $92 per month.
Participants lose their coverage if they don’t make their contributions within
60 days of their due date. After making this contribution, beneficiaries have
no other cost-sharing requirements (co-pays, deductibles, etc.) except for
non-urgent use of emergency rooms. The state chips in $1,100, which
corresponds to the size of the would-be deductible.

Those who have money remaining in their POWER accounts at the end of the
year can apply the balance to the following year’s contribution requirements,
if they have obtained a specified amount of preventive care: annual physical
exams, pap smears and mammograms for women, cholesterol tests, flu shots,
blood glucose screens, and tetanus-diphtheria screens.

“We did a lot of reading on criticism of health savings accounts,” says Seema
Verma, who was the architect of the Indiana program. “One of the criticisms
was that people didn’t have enough money to pay for preventive care. So we
took preventive care out, made that first-dollar coverage. Also, people said
that people didn’t have enough for the deductible, so we fully funded it. Then,
you have to make your contribution every month, with a 60-day grace period.
If you don’t make the contribution, you're out of the program for 12 months.
It’s a strong personal responsibility mechanism.”

Indiana’s Medicaid successes

The program has been, by many measures, a smashing success. “What we’re
finding out is that, first of all, low-income people are just as capable as
anybody else of making wise decisions when it’s their own money that they're
spending,” Mitch Daniels explains in a Heritage Foundation video. “And
they’re also acting more like good consumers. They’re visiting emergency
rooms less, they’re using more generic drugs, they’re asking for second
opinions. And some real money is starting to accumulate in their [health
savings] accounts.”

The program has been overwhelmingly popular in Indiana. There’s a large
waiting list—in the tens of thousands—to enroll in Healthy Indiana;
enrollment was capped in order to ensure that the program’s costs remain
predictable. Qo percent of enrollees are making their required monthly
contributions. “The program’s level of satisfaction is at an unheard-of 98
percent approval rating,” Verma told Kenneth Artz. Employers didn’t dump
their workers onto the program, crowding others out, because you needed to
be uninsured for six months in order to be eligible for it.

A 2010 study by Mathematica Policy Research found that the program
dramatically increased the percentage of beneficiaries who obtained
preventive care, from 39 percent in the first six months of enrollment to 59
percent after one year. Of the members who had money left in the POWER
accounts at the end of the year, 71 percent met the preventive care

requirement and were able to roll the balances over to the following year. (The

remaining 29 percent could roll over their personal contributions, but not the
state contributions to their POWER accounts.)

This is an astounding achievement, given that the biggest problem with
Medicaid is the way that it ghettoizes its participants, preventing them from
gaining access to routine medical and dental care. This lack of physician
access is the biggest reason why health outcomes for Medicaid patients lag far
behind those of individuals with private insurance, and even behind those

Obama Administration Denies Waiver for Indiana's Popular Medicaid Program - Forbes

Avik Roy
Contributor

I am a Senior Fellow at the Manhattan Institute
for Policy Research. In2012,Iserved asa
health care policy advisor to Mitt Romney. To
contact me, click here. To receive a weekly e-
mail digest of articles from The Apothecary, sign
up here, or you can subscribe to The
Apothecary’s RSS feed or my Twitter feed. In
addition to my Forbes blog, I write on health
care, fiscal matters, finance, and other policy
issues for National Review. My work has also
appeared in National A ffairs, USA Today, The
Atlantic, and other publications. I've appeared
on television, including on MSNBC, CNBC, HBO,
Fox News, and Fox Business. For an archive of
my writing prior to February 2011, please visit
avikroy.org. Professionally, I'm the founder of
Roy Healthcare Research, an investment and
policy research firm. In this role, I serve as a
paid advisor to health care investors and
industry stakeholders. Previously, I worked as
an analyst and portfolio manager at J.P. Morgan,
Bain Capital, and other firms.

The authoris a Forbes contributor. The opinions
expressed are those of the writer.

AVIK ROY’S POPULAR POSTS

How Obamacare Dramatically Increases The
Cost of Insurance for Young Workers
102,248 views

Scalia And Ginsburg Drop Hints About
Obamacare's Fate At The Supreme Court
85,347 views

Why Switzerland Has the World's Best Health
Care System 84,563 views

How Obamacare's $716 Billion in Cuts Will Drive
Doctors Out of Medicare 74,215 views

Yes, Obamacare Cuts Medicare More Than
President Romney Would 72,024 views

MORE FROM AVIK ROY

www.forbes.com/sites/aroy/2011/11/11/obama-administration-denies-waiver-for-indianas-popular-medicaid-reform/

2/6


http://healthaffairs.org/blog/2008/05/01/indiana-health-care-reform-amidst-colliding-values/
http://www.mathematica-mpr.com/publications/PDFs/health/healthyindianaplan_ib1.pdf
http://news.heartland.org/newspaper-article/2011/11/11/obama-administration-may-wipe-out-daniels-healthy-indiana-plan
http://www.mathematica-mpr.com/publications/pdfs/health/healthyIndiana_Irvin.pdf
http://www.forbes.com/sites/aroy/2011/03/14/survey-internists-are-8-5-times-as-likely-to-reject-all-medicaid-patients-vs-those-with-private-insurance/
http://www.forbes.com/sites/aroy/
http://www.forbes.com/sites/aroy/
https://plus.google.com/116480200106410527318?rel=author
http://www.manhattan-institute.org/html/roy.htm
http://www.google.com/recaptcha/mailhide/d?k=01JVePtlUJK1af6M4kq4aHkw==&c=gk5riCvNsZjbAF4-SDNGRUroigyB4LdHhg4b4NIoWmU=
http://forbes.us2.list-manage.com/subscribe?u=d63064fa8113563e142fe6df1&id=a910826739
http://blogs.forbes.com/aroy/feed
http://twitter.com/avik
http://www.nationalreview.com/author/38832
http://www.nationalaffairs.com/authors/detail/avik-roy
http://www.youtube.com/watch?v=ngjqvS88Oig
http://www.youtube.com/watch?v=Zh9VlTOcd7Y
http://www.realclearpolitics.com/video/2012/08/25/real_time_panel_has_substantive_discussion_on_medicare_obamacare.html
http://www.avikroy.org/
http://www.linkedin.com/company/roy-healthcare-research
http://www.forbes.com/sites/aroy/2012/03/22/how-obamacare-dramatically-increases-the-cost-of-insurance-for-young-workers/
http://www.forbes.com/sites/aroy/2012/06/17/scalia-and-ginsburg-drop-hints-about-obamacares-fate-at-the-supreme-court/
http://www.forbes.com/sites/aroy/2011/04/29/why-switzerland-has-the-worlds-best-health-care-system/
http://www.forbes.com/sites/aroy/2012/08/20/how-obamacares-716-billion-in-cuts-will-drive-doctors-out-of-medicare/
http://www.forbes.com/sites/aroy/2012/08/13/yes-obamacare-cuts-medicare-more-than-president-romney-would/
http://twitter.com/avik
http://www.facebook.com/forbesaroy
http://www.forbes.com/sites/aroy/feed/
http://blogs.forbes.com/people/aroy/
http://www.nationalaffairs.com/publications/detail/health-care-and-the-profit-motive
http://avikroy.org/

3/13/13 Obama Administration Denies Waiver for Indiana's Popular Medicaid Program - Forbes

with no insurance at all. Healthy Indiana has completely reversed this trend,
achieving preventive care participation rates that are higher than the privately-
insured population.

Who Just Made a Billion Dollars?

Our Real-Time Billionaires scoreboard tracks
The program is not without blemishes. In 2009, the costs of the program the biggest holdings for 50 of the world’s

exceeded the revenues gained from the cigarette tax, a problem that may wealthiest people.

continue in the current economic environment. But because enrollment is
capped, the program can’t cause the kinds of runaway fiscal problems that
have roiled most states.

HHS declines to renew Indiana’s waiver

Unfortunately for Indianans, the Healthy Indiana Plan’s waiver expires at the
end of 2012. And Kenneth Artz is reporting that the Obama Administration
has denied Mitch Daniels’ request for an extension. “We applied for an
extension with the Department of Health and Human Services in March,”
Seema Verma told Artz. “They turned us down because they hadn’t written the
regulations for Obamacare yet.” (H/T Ben Domenech.)

According to Verma, the state will now have to file a much more complex
“State Plan Amendment” that may not get approved before the Healthy
Indiana program is set to expire. Gov. Daniels has also written to HHS
Secretary Kathleen Sebelius, asking her for permission to use the Healthy
Indiana Plan to handle Obamacare’s mandatory expansion of Medicaid. He
hasn’t heard back.

How can it be that the Obama Administration, which claims to side with the
poor, is willing to destroy a popular program that provides the poor with
superior health care? Perhaps it’s a bureaucratic issue, as HHS told Verma.
Perhaps it’s an ideological suspicion of consumer-driven reforms. Whatever
the reason, tens of thousands of people will be needlessly harmed, and it will
be a black mark on those who are responsible.

UPDATE: Claudia and William Anderson write about the conflict between
Indiana and Obamacare at The Weekly Standard.
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Comments

Expand All Comments

bear589 1 yearago
Of course the waiver was denied! Indiana embarrassed the federal government! DUH!

Reply

ojfl 1 yearago
This crew does not believe in innovation but only one size fits all.

Reply

allengerhardt 1 yearago

. After all the talk about how “Obama” has denied this it finally is admitted at the end that
S the laws are still unfinished, so the denial has nothing to do with Obama or whether the

new health care law will be compatible with this system, but rather that the request will
need to be reissued when the details of the law, passed by Congress, not Obama alone, are
finalized. I really wonder when the editor get’s back from vacation, as this article belongs
on the floor with other trash. It seems this is just another baseless attack on Obama, for
matters that are decided by Congress. It is apparent that messing with the gravy train of
those who enjoy the health care extortion racket is a political dead end, thankfully not all
of government is afraid of that mob.

Reply

ronaldblair 1 yearago

— Obama is an excellent speaker but a master (swindler) CON-man who always seeks the
5 spotlight so he can continue to defraud America- not only with his FORGED birth
certificate but by hiding his criminal past at the cost of millions- an HONEST or decent
man would not hide his entire past unless there was a lot to hide- just GOOGLE “LARRY
SINCLAIR” to hear what one of his old friends has to say about his criminal (pre-
political) past- Obama has tried to smear LARRY as a liar but I believe LARRY because
Obama has hidden everything- even his kindergarten records are sealed-

Reply
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