
 

Feds issue new standards for Medicaid
insurance plans

April 25 2016, by By Ricardo Alonso-Zaldivar

The Obama administration Monday set new standards for Medicaid
private insurance plans, which in recent years have become the main
source of coverage for low-income people.

The rules apply to insurers operating as Medicaid middlemen in 39 states
and Washington, DC. Each state runs its own program, although the
federal government pays most of the cost. Private insurers now provide
coverage to about two-thirds of the more than 70 million Medicaid
recipients, and the rules had not been updated for more than 10 years.

Among other requirements, the rules specify that insurance companies
must guarantee access to certain types of service providers, and that at
least 85 percent of what insurers get paid must be spent on medical care.
They also envision a quality rating system to help Medicaid recipients
pick a plan.

The regulation issued Monday is more than 1,400 pages long, and it will
take time for states, consumer advocates, and insurers to assess all its
implications. The changes start to take effect next Jan. 1, and will take
years to fully put into place.

Medicaid costs about $500 billion a year, making it a major component
of state budgets. The program has grown dramatically under President
Barack Obama's health care law, which expanded eligibility to low-
income adults with no children living at home. Thirty-one states and
Washington, DC, have accepted the health care law's Medicaid
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expansion.

Medicaid pays doctors considerably less than job-based health insurance
or Medicare, creating longstanding concerns about access. But hospitals
accept Medicaid, as do community health centers. Private insurers set up
networks of primary care doctors and specialists who agree to see
Medicaid beneficiaries for a fixed rate. Insurers offer states
predictability on costs, while guaranteeing a basic level of access for
patients.

Medicaid coverage is usually free, although some states charge
beneficiaries a token amount. Studies have shown that having Medicaid
improves financial stability for low-income people, and that appears to
have a positive impact on mental health.
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