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tuctiongg| . This report focuses on the ways in which the states
the firs | ar¢_using their new flexibility to change Medicaid.
zan ad¥ Itcrha.ps the most important changes in h.ledlcaxd
proposd| SiN€C its enactment some 18 years ago were incorpo-

' Medi rared in the Omnibus Budget Reennciliation Act of

jons in: 19¢!. This law modified the longsianding program
ling of requirement that individual Medicaid recipients have
cagan’® | the freedom to obtain services from any qualified pro-

.~ -4 vider — the so-called freedom-of-choice provision. Al-
timat i

Muchg though the Reagan administration has been promot-
ing th o] ing morc diversity among individual state programs

> . w| and reductions in spending, it is important for the
t point§) °° } .
ativn's - | reader to understand that these thrusis do not simply
v Knifo.ss] TEPTeSERL the policies of a conscrvative Republican
nedical?] government. Mariy Democrats also see the need for

- .= | greater efficiency:
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P .| One expression of this changing attitude occurred
ederal i Pt N

““ | last year when California authorized its statc govern-

Recon- P . . .

wsly ] ment to ncgonatc'wnh providers on the basis of price
subsa-¥| and to select providers for Medicaid services to which
ated in - | cligible persons would be limited. In March 1982 Wil-

1980 | lie Lewis Brown, Jr., spéaker of the California Assem-
e . | bly ind along-time advocate of social programs, wrote

ias cde- 3 . .
“ 1 to his constituents:

welicaid : : .
ase by | Medi-Cal fas California calls its Medicaid program] providers and
< with | the State Legislature must acknowledge that at present we no longer
ent be- | bhave sufficient resaurccs to carry out the grand philosophical ideal .

whicii we s proudly enunciated in the mid and late 1960s [that
mainstream medical care would be available to every citizen].
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wough | The 1981 budget law authorized ncw exceptions |
:l:_turcs | to the freedom-of-choice requirement. The approach ;
-mnalj’ tep-csented a compromise between the administra- §
tegorl- | tion. which sought to repeal the requirement, and-|:
dically , Democratic legislators who feared the consequences of l .

atent  such a step for the poor. A state’s Medicaid program?;
other - | will no longer be found out of compliance with federal | .
I-eligi- | requirements concerning freedom of choice if the state
uction entérs into arrangements to purchase laboratory serv-
we last ices or medical devices through competitive bids: es-
nldet . tal’hes either a “lock-in” feature, which restricts the .
) | haice of provider by a beneficiary who has overused
*njoys services, or a “lock-out™ feature, which limits the par-:
=nator | ticipation of a particular provider in Medicaid; imple- :

e Fi- | menisa primary-care case-management system; or al-
decol | lows 2 locality to serve as a central broker, assisting
same. | Medicaid recipients in sclecting a provider from com-
\men- peting health plans. Another way in which states may
“‘;'fgsf be eemed exempt from the treedom-of-choice re-
it

e qu' ‘ment is by obtaining a waiver from the Depart-
grroeesd meat of Health and Human Services (DHHS).
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