Hospital group says Medicaid cuts could meanincreased premiums
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CHARLESTON, W.Va. (AP) -- Patients covered by private insurers could see higher healthinsurance
premiumsif proposed cuts to the state's Medicaid program are approved, the West Virginia Hospital
Association's president said.

"It will create an enormous cost shift tothe private sector," said Steven Summer.

The state Department of Health and Human Resourcesis considering several proposals to cut $115.7
million out of Medicaid, which faces a $156 million deficit. The state is expected to lose about $36
million duringthe next budget year because the federal match rate will drop about 1.6 percent.

The proposed cutsinclude areductionin disproportionate share payments to private hospitals by 50
percent overthe mandatory federal minimum of $8.62 million, providing an expected savings of $22.12
million. Due to afederal 3-1 match, the state's share of that proposed cut would be $5.97 million.

The state provides such payments to hospitals that see adisproportionately large number of uninsured
or Medicaid patients, Summersaid.

If those payments are cut, hospitals would have to request rate increases to make up the gap, which
could lead commercial healthinsurance premiumstoincrease by 10 to 15 percent. If that happens,
some people may nolongerbe able to afford health insurance, he said.

"Will this resultin more people being uninsured? That's the fundamental question,” Summer said. "Will
itimpede accessto health care?"

DHHR Secretary Martha Walker could not immediately be reached for comment Monday. She has said
the proposed cuts are underdiscussion, and no decisions have been made.



Medicaidis a state-federal program that provides health care forthe needy, aged, blind and disabled
and low-income families with children. Medicaid was serving nearly 301,000 West Virginians as of
February, said Randy Myers, deputy commissioner with the state Bureau of Medical Services.

Some hospitals already are strugglingto meetthe bottom line. About 75 percent of the state's hospitals
lostmoneyin patientcare in 2003, Summersaid.

While Grant Memorial Hospital in Petersburg reported asmall profitlast year, the facility would likely
have to requestarate increase from the state Health Care Authority if Medicaid is cut, said hospital CEO
Robert Harman.

"You would probably find that most hospitals would have to request some kind of relief through the rate
settingauthority," Harman said.

About 70 percent of patients are covered by some kind of government health care plan, Summersaid,
meaningthat a cost shift to the private marketfalls on the rest of the patients and theiremployers.

Government programs such as Medicaid, Medicare and the PublicEmployees Insurance Agency
reimburse most hospitals at an average of about 82 percent of the services'cost, Summersaid.

The private sector currently pays about 42 to 44 percent over costto make up the difference, an amount

expectedtorise toabout56 percent by 2007, withouttakinginto consideration potential Medicaid cuts,
said Gregory K. Smith, CEO of Mountain State Blue Cross Blue Shield.

"Small businesses simply can't continue toincurthis additional costand burden," Smith said. "Unless
these Medicaid cuts are restored, the burden becomes greater."

Labor groups, such as the Affiliated Construction Trades Foundation, also are concerned, as health care
costs are "the numberone issue at the bargainingtable," said foundation director Steve White.

"We keep paying more because less and less people have health coverage," said White, whose group
represents 20,000 construction workersin the state. "We're at a crisis point.



"We're having a hard time keepinginsurance for our own working members."
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