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Building on 
MaineCare’s 
Success
By Lisa Pohlmann and  

Christine Hastedt

Since its enactment more than 40 
years ago, the Medicaid program has 
remained true to its original mission—
providing access to health care and 
improving health outcomes for low-
income people throughout the nation.  

Medicaid was originally designed to 
provide health coverage to low-income 
elders, people with disabilities, and fami-
lies with children receiving cash welfare, 
but has evolved to assume responsibility 
for many more people who fall through 
the cracks of  private insurance coverage 
as a result of  the U.S. health care system. 
Indeed, the program has been likened 
to the “tail of  the line” at the end of  a 
fast moving children’s game of  crack 
the whip, absorbing the changes in 
coverage created by other institutions and 
phenomena that lead the line (Mann and 
Westmoreland 2004). 

Filling the growing gaps in health 
coverage has increased the costs of  states’ 
Medicaid programs; however, the real 
culprit for state budgets is the ever-rising 
costs of  health care generally. Indeed, 
Maine, like the nation, is experiencing a 
health care crisis, not a Medicaid crisis. 
This important fact is often overlooked as 
policymakers across the country struggle 
to manage the growing pressures on state 
budgets. 

Even in the face of  these pressures, 
some states are pursuing comprehen-
sive health care reforms with the goal 

of  reaching universal coverage. These 
efforts (implemented in Massachusetts and 
proposed in California and Wisconsin) 
share common characteristics; in all 
instances they use their Medicaid 
programs as a foundation for expanding 
access to the uninsured. Additionally, 
they combine the concept of  personal 
responsibility—through mandates on the 
purchase of  coverage—with government 
subsidies to ensure affordability.

On the other hand, a few states have 
implemented Medicaid program modifica-
tions such as benefit restrictions and cost 
sharing for program enrollees in an effort 
to control costs. Several proposals in the 
last session of  the Maine Legislature were 
modeled after these experiments—seeking 
to promote greater personal responsi-
bility by threatening reduced benefits, 
introducing a “choice” of  products, or 
imposing increased cost sharing for 
all enrollees or for those who engage 
in unhealthy behaviors. Most of  these 
proposals were rejected because they were 
viewed as reducing health care access and 
affordability and as contradicting the orig-
inal intent of  the program. Meanwhile, 
the state has enacted measures that seek to 
reduce overall health care costs in Maine. 
We discuss the merits and dangers of  this 
range of  recently debated MaineCare 
proposals and conclude with recommen-
dations for considering future reforms. 

FLORIDA AND WEST VIRGINIA: 
RESTRICTING HEALTH  

CARE ACCCESS

Florida has implemented an experi-
mental Medicaid program that purports  
to add private market concepts such as 
consumer “choice” and health plan 
competition to the program. In two pilot 
locations, Florida Medicaid beneficiaries 
are no longer guaranteed a standard 
Medicaid package of  services, but are 

required to choose one that they think 
will most likely meet their needs from a 
group of  private plans. The experience  
of  this program to date has left enrollees, 
providers, and policymakers concerned 
and cautious. 

A recent survey showed that more 
than one-quarter of  the health care 
providers in the Florida pilot areas who 
participated in Medicaid prior to the pilot 
reform program were planning to pull 
out of  the program (Alker and Hoadley 
2007). About half  of  the doctors reported 
that it is now harder for them to provide 
medically necessary services to children 
because of  limitations in the pilot program 
plans. The AIDS Healthcare Foundation 
has recently filed a federal lawsuit, 
alleging Florida’s Medicaid reforms have 
resulted in AIDS/HIV patients receiving 
inadequate access to medical care and 
prescription drugs (AHF 2007).

In addition, the Florida experiment 
has raised concerns about financial risk 
for the state. Already the pilot program is 
experiencing fiscal pressures that would 
take the state beyond the expenditure 
cap set by the federal government. At the 
request of  the managed care companies 
that operate the pilot program, the Florida 
Legislature considered increasing HMO 
payments after only nine months, but the 
governor vetoed the proposed increase, 
finding it unjustified (Crist 2007). 

West Virginia’s new Medicaid plan, 
which makes “personal responsibility” 
a requirement for obtaining coverage, 
is another example of  a state Medicaid 
reform with negative consequences 
for program enrollees. The underlying 
assumption is that requiring beneficiaries 
to sign an agreement in order to receive 
certain health benefits will encourage 
them to seek preventive care rather than 
emergency room care and other costly 
services, thereby improving their health 
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and saving the state money. Beneficiaries 
are required to sign a member respon-
sibility contract in which they agree 
to take their medications, keep their 
appointments, and avoid unnecessary 
emergency room visits. Patients who do 
not comply have some benefits reduced 
or eliminated. About three-quarters of  the 
affected beneficiaries are children who 
risk the loss of  needed prescription drugs 
and hearing and vision services. Adults 
who do not fulfill the responsibilities of  
their agreement risk the loss of  prescrip-
tion drugs, diabetes care, and mental 
health services. 

West Virginia officials have provided 
no evidence that this plan will either 
lead to better health outcomes or save 
the state money in the short or long term 
(Solomon 2006). On the contrary, there 
is considerable evidence that low-income 
beneficiaries will lose access to services if  
they are required to pay for those services 
themselves, resulting in worse health 
outcomes (Gruber 2006; Newhouse 1993; 
Tamblyn et al. 2001).

INCREASED COST SHARING:  
COSTS OUTWEIGH BENEFITS

To its credit, the Maine Legislature 
rejected several proposals that would 
have significantly increased cost sharing 
for MaineCare enrollees, heeding the 
preponderance of  literature and experi-
ence that demonstrates its ineffectiveness. 
For example, an Urban Institute study 
shows that when premiums are set at 
three percent of  income, only 35 percent 
of  low-income people purchase health 
insurance coverage. When premiums are 
increased to five percent, the rate drops to 
18 percent (Ku and Coughlin 2000). 

Simply put, the only way that cost 
sharing reduces Medicaid program expen-
ditures is through attrition when enrollees 
cannot afford their health services. In fact, 

the Congressional Budget Office antici-
pated that 80 percent of  the resulting 
savings from increased cost sharing in 
Medicaid authorized under the federal 
Deficit Reduction Act of  2005 would 
come from diminished use of  services by 
beneficiaries (emphasis added) not, as is 
often mistakenly assumed, from the actual 
collection of  co-pays (USCBO 2006).

Commercial insurance companies 
serving middle-income people increas-
ingly are backing away from co-payments, 
recognizing that they may be “health 
penny wise and medical pound foolish” 
(Freudenheim 2007). The Wall Street 
Journal recently reported that higher 
co-pays might also not make long-term 
economic sense. Although they curb drug 
spending in the short run, studies show 
that higher co-pays discourage some 
people from taking essential medications 
(Fuhrmans 2007). 

Policymakers should reject “quick 
fix” solutions like cost sharing and benefit 
limits that save little money and reduce 
access to needed care, resulting in higher 
costs throughout the health care system. 

MAINE’S EFFORTS TO CONTROL 
HEALTH CARE COSTS 

MaineCare costs will continue to 
reflect the overall health care costs in 
Maine; thus, controlling these costs 
should be the central policy measure 
taken (KFF 2007). Maine lawmakers 
took steps to control health care costs in 
the recent legislative session by charging 
the Advisory Council on Health Systems 
Development with conducting a compre-
hensive review and analysis of  significant 
health care cost drivers in Maine. The 
council is further required to examine the 
administrative costs of  health insurance 
plans and geographic variation in the cost 
and use of  health care services and to 
identify specific potential reductions in 

total health care spending. The council is 
required to make recommendations on an 
annual basis beginning in March 2008 
(Maine State Legislature 2007).

In addition, as Saucier notes in his 
article, the Maine Department of  Health 
and Human Services (DHHS) is piloting a 
project to provide care coordination and 
disease management services for high-
cost MaineCare members with chronic 
conditions. A significant expansion of  this 
effort was enacted as part of  the gover-
nor’s biennial budget. Since MaineCare 
serves a higher proportion of  high-cost 
beneficiaries than state Medicaid programs 
as a whole, this relatively new initiative is 
a promising approach to some of  the cost 
challenges MaineCare faces. 

CONSIDERATIONS FOR THE  
FUTURE OF MAINECARE

In response to recent MaineCare 
debates and the questions raised in Paul 
Saucier’s article, we suggest that policy-
makers consider the following as they 
deliberate the future of  MaineCare. 

We would argue that MaineCare 
lowers costs for everyone who purchases 
health care services. It plays a vital role 
in Maine’s health care system, financing 
one in every four dollars spent on health 
care in the state in 2004 (USDHHS 
2004). It helps to keep costs lower in 
the private insurance market by covering 
the people with the most costly needs 
and reducing the use of  the most costly 
services. The breadth of  benefits fills 
the void created by other insurance and 
is medically essential for children with 
disabilities, people in need of  long-term 
care, and others with complex medical 
conditions. In MaineCare, the proportion 
of  high-cost beneficiaries is 5.4 percent, 
significantly higher than the national 
average of  3.7 percent (Sommers and 
Cohen 2006). Providing coverage for 
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them through Mainecare prevents those 
costs from being spread throughout the 
health care system.

this central feature of  the 
Mainecare program is often lost in policy 
debates—namely that Mainecare costs 
have grown significantly in part because 
the program is filling gaps left in the 
services for our aging population and 
non-elderly adults with disabilities. in 
fact, although seniors and people with 
disabilities make up just over a quarter of  
Mainecare beneficiaries, they represent 
approximately 60 percent of  Mainecare 
spending (figure 1). Mainecare pays for 
approximately two-thirds of  all nursing 
home costs in Maine (Richard erb, 
Maine Health care association, personal 
communication). although the higher 
cost of  caring for seniors and people 
with disabilities is by no means unique 
to Maine, Maine has an older population 
than the nation as a whole, and therefore, 
the program is, and will continue to be, 
very critical. 

in addition, when Mainecare pays 
for the care of  those who were previously 
uninsured, it benefits the entire health 
care system by reducing the bad debt and 
charity care borne by hospitals and passed 
on to private payers. too often, when a 
person delays care for financial reasons, 
their condition worsens and they resort  
to care at a hospital emergency room, 
which they cannot afford. the cost of  
that care is then shifted to providers, 
insurers and ultimately all payers in the 
health care system through increased 
premiums (families USa �005). in 
Maine the average employer-sponsored 
individual premium of  $4,756 in �005 
included $�75 for the cost of  health care 
for the uninsured (families USa �005: 
4). we argue that this cost would have 
been even higher were it not for the 
Mainecare program.

options for cost containment 
need not reduce eligibility or benefits. 
financing schemes that limit accessibility 
and affordability for program enrollees  
are shortsighted and contrary to the  
original mission of  the Mainecare 
program. By seeking ways to improve 
efficiencies, such as uniformity of  eligi-
bility and simplified enrollment processes, 
the program can be simplified, admin-
istrative burdens can be lessened, and 
access to care can be increased. 

the federal match makes Mainecare 
a smart investment. currently, the federal 
government pays 63 percent of  Maine’s 

Medicaid costs. this two-to-one match 
has brought millions of  dollars into the 
state to help our residents with health 
coverage. Maine gets greater value for 
its investment and covers proportion-
ately more uninsured residents at a lower 
cost than any other new england state. 
Maine spent $597 per state resident 
in its Mainecare program in �005, 
compared to the new england average 
of  $613 (computed from Kaiser family 
foundation, State Health facts). the 
difference in state expenditures is due  
in large part to the difference in the 
federal matching rates for each state.  
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Figure 1:  MaineCare enrollees and Costs, 2004

source: Kaiser Commission on the uninsured and urban institute estimates,  
based on data from the Centers for Medicare and Medicaid services Medicaid  
statistical information system (Msis) (Kff 2006).
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for example, the federal government pays 
the Massachusetts Medicaid program 
only 50 percent of  its costs compared to 
Maine’s 63 percent. thus, our contribu-
tion of  state dollars in Mainecare is a 
smart investment for Maine.

CONCLUSION

the challenges facing the Medicaid 
program are not easily solved. Many 
require national, system-wide changes 
that are not easy to come by. However, 
national consensus is that our health care 
system is failing too many americans 
and that fundamental coverage and 
cost challenges in this system need to 
be addressed (toner and elder �007). 
Recent efforts by a growing number of  
states to expand coverage and reform 
their health care systems could indicate 
larger changes to come. 

in Maine, policymakers have been 
rightfully suspect of  proposals that 
reduce Mainecare benefi ts and impose 
greater costs on program enrollees. they 
have taken steps to preserve coverage 
through Mainecare and cut costs by 
pursuing strategies to control health care 
costs generally. the coverage afforded 
to Maine’s uninsured people through 
Mainecare is vital to stabilizing our 
health care system as we continue 
to develop comprehensive solutions. 
Maine policymakers should continue to 
recognize that Mainecare is a success; 
Mainecare is a smart investment, and 
Mainecare is sustainable.  
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