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y any number of measures, Ne

Mexico faces some of the mos

daunting challenges among th

50 states in providing adequat

health care for its low-income res

idents. New Mexico boasts
wealth of distinct cultures and traditions, yet ec
nomically it is a very poor state. On the basis o
composite of health measures, New Mexi
ranked as the fourth-unhealthiest state in
nation! Limited public and private
resources as well as impasses betw
activist and fiscally conservative
policymakers have made expa
sions in health insurance
coverage and public
health efforts difficult.
Nonetheless, New
Mexico has recent-
ly made insurance
more available for child-

New Mexico
had one of the
highest uninsurance
rates in the country. Approxi-
mately one-quarter of the

nonelderly popu-

n Wallin

Spaniards and Native Americans gave New

Mexico its “mestizo” culture. Anglo-American

roots in the state are tied to merchants and cattle

barons, among others. New Mexico remains one

of the most ethnically and racially diverse states

in the country. In 1994-95, 40 percent of resi-
- dents claimed Hispanic heritage, and about 10
a percent classified themselves as Native Ameri-
can. Non-Hispanic whites made up less than
half (49 percent) of the population, compared
with 73 percent nationwide (table 1).

A “young” state, New Mexico
has a smaller proportion of elderly
people than the national average
and the fourth-highegter-
centage of persons under
age 18. The state’s
population experi-

enced the eighth-
fastest rate of growth
in the country from

g?giﬁ?;oiiggnl\s/lii(::cig; Ii-the lation...had no grot\it?ora;[g hi\igg(')n'?:udedittso
Children’s Health Insurance Pro~ health Insur- exceed the national average.

gram (CHIP). The challenge remain
to ensure that eligible children enro
and that managed care plans, with whi
the state has recently contracted, deliver hi
quality care to these enrollees.

State Characteristics

Demographics

New Mexico, the 47th state, has a historica
ly diverse population. The presence of Nativ
Americans, primarily the Navajos and Pueblo
dates back thousands of years. Spanish explof
and settlers arrived in New Mexico in the 1500
In the years that followed, the intermarriage ¢

ance.

Ranking fifth in land mass, New

Mexico contains only 0.7 percent of the
United States population. Nearly half of
state residents live in nonmetropolitan courties.

Economics

Along with Louisiana and Mississippi, New
Mexico has consistently ranked as one of the
three poorest states in recent years. As of 1997,
nearly one-quarter of the state’s population fell
under the federal poverty level (FPL), about 10

I
e percentage points lower than the national aver-
s, age. The percentage of New Mexican children
erdelow the FPL is even higher, at 30 percent. And
S. the proportion of Native Americans living in

f poverty is higher still—about half in 1990Per

Highlights, NM Health, November 1998



capita income is growing but at a slow-
er pace than in the nation overall—3.2
percent from 1995 to 1996, compared
with a national average of 4.6 percent.
The state’s unemployment rate,

Table 1
State Characteristics
New Mexico United States

Sociodemographic

Population (1994—98Yin thousands) 1,743 260,202 although declining, exceeded the
Percent under 18 (1994-95) 32.2% 26.8% national average in 1997—=6.2 percent
Percent 65+ (1994-95) 10.8% 12.1% versus 4.9 percent. In 1997, the state
Percent Hispanic (1994-35) 39.8% 10.7% ranked 30th in job growth, the largest
Percent Non-Hispanic Black (1994—-85) 1.1% 12.5% amount of which occurred in manufac-
Percent Non-Hispanic White (1994-85) 48.5% 72.6% turing. New Mexico currently has a
Percent Non-Hispanic Other (1994-95) 10.6% 4.2% small manufacturing base; the state
Percent Noncitizen Immigrant (1996) 5.8% 6.4% ranked 45th in the percent of people
Percent Nonmetropolitan (1994-85) 49.3% 21.8% employed in this sector in 1996Agri-

Population Growth (1995-96) 1.4% 0.9% culture, on the other hand, is somewhat

more important to the state economy

Economic than in the nation as a whole, with cattle

. and dairy accounting for the majority of

Per Capita Income (1996) . $18,803 $24,426 what is producedl. Following the ser-

Percent Change in Per Capita Personal Income vice sector, the largest employment sec-
(1995-96) : 3.2% 4.6% tor in New Mexico is federal, state, and

Percent Change in Personal Income (1995-96) 4.7% 5.6% local governments, employing 25 per-

Employment Rate (1997 59.6% 63.8% cent of nonfarm workers in 1997.

Unemployment Rate (1997) 6.2% 4.9%

Percent below Poverty (1994) 21.6% 14.3% Health Status

Percent Children below Poverty (1994) 29.8% 21.7% New Mexico has made headlines

recently for having the largest number

Health of plague and hantavirus cases in the

nation. Yet the mortality and morbidity

Vaccination Coverage of Children Ages 19-35 . . .
stemming from these viruses pale in

Months (1996)i 79.0% 77.0% comparison to other health problems

Low Birth-Weight Births (<2,500 g) (1995) 7.5% 7.3% P P
; ; . faced by the state. Many of New Mex-
Infant Mortality Rate (Deaths per 1,000 Live Births) . , .

(1996) 5g =5 icans’ health problems are linked to self-
Premature Death Rate (Years Lost per 1,000) (1995) 50.C 46.7 ﬂgztrll:;\j\tllvgeg;h?;gg fc:/rVT\I:aZrtthgisséztsi
Violent Crimes per 100,000 (1996) 840.6 634.1 cancer. and cerebrovascular diseasé
AIDS Cases Reported per 100,000 (1996) 12.C 25.2 N

relative to other states (partly because of
Political its younger population), it ranks among

the top four states in death rates for
Governor’s Affiliation (1998) R chronic liver disease and cirrhosis, sui-
Party Control of Senate (Upper) (1997) 25D-17R cide, and accidents/adverse effects,
Party Control of House (Lower) (1997) 42D-28R including motor vehicle acciderfisThe

ited State’s premature death rate (potential

bers. years of life lost for all causes before the

age of 65 per 1,000 population) was
higher than the national average in

1995: 50.0 versus 46.7 (table 1).

New Mexico ranked fifth among
the states in the percentage of births to
teenagers in 1996—17.9 percent of all
Centerhirths compared with 12.9 percent

nationally? Nonetheless, the infant

doses ortality rate, at 5.9 deaths per 1,000
live births, was lower than the national
rate of 7.2 in 1996, reflecting the better

iple birth outcomes found within the His-

. sT-9ganic population. Another positive
health status indicator is New Mexico’s
immunization rate: At 79 percent in
1996, it slightly exceeded the national
average. Moreover, the number of
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a. Two-year concatenated March Current Population Survey (CPS) files, 1995 and 1996. These files are
using the Urban Institute’s TRIM2 microsimulation model. Excludes those in families with active military m

b. CPS three-year average, March 1995-March 1997, where 1996 is the center year; edited by the U
Institute to correct for misreporting of citizenship.

c. U.S. Bureau of the Cens®&tatistical Abstract of the United States: 142¥7th edition). Washington,
D.C., 1997. 1995 population as of April 1. 1996 population as of July 1.

d. Bureau of Economic Analysis, U.S. Department of Commerce, January 1998.

e. U.S. Department of LaboBtate and Regional Unemployment, 1997 Annual Averdd8&L 98-78.
Washington, D.C., February 27, 1998.

f. Employment rate is calculated using the civilian noninstitutional population 16 years of age and ove|

g. CPS three-year average (March 1994—March 1996, where 1994 is the center year) edited using the
Institute’s TRIM2 microsimulation model.

h. U.S. Department of Health and Human Services, Centers for Disease Control and Prevention, Natiol
for Health Statistics, “National Immunization Survey, 19981brbidity and Mortality Weekly Repostol. 46, no.
29. Hyattsville, MD, July 25, 1997.

i. 4:3:1:3 series: four or more doses of DTP/DT, three or more doses of poliovirus vaccine, one or mo
of any MCV, and three or more dosesHz&emophilus influenzatype b vaccine.

j. S.J. Ventura, J.A. Martin, S.C. Curtin, and T.J. Mathews. “Advance Report of Final Natality Statistics, 199
Monthly Vital Statistics Reportol. 45, no. 11, supp. Hyattsville, MD: National Center for Health Statistics, 1997

k. National Center for Health Statistics. “Births, Marriages, Divorces, and Deaths for June We@ftily
Vital Statistics Reporivol. 45, no. 12. Hyattsville, MD: Public Health Service, 1997.

|. Rate was calculated using years of potential life lost from age 65 (National Center for Health Statistics.
Cause of Death Mortality Tapes, 1995) as the numerator and population estimates (U.S. Bureau of the Cen:
1 Estimates of the Population of States: Annual Time Series, July 1, 1990 to July 1, 1996) as the denominat

m. U.S. Department of Justice, FBTrime in the United States, 1996eptember 28, 1997.

n. Centers for Disease Control and PreventidivV/AIDS Surveillance Report996; vol. 8, no. 2.

0. National Governors’ Associatioithe Governors, Political Affiliations, and Terms of Office, 19@@wary 15, 1997,

p. National Conference of State Legislatut€87 Partisan Composition, May 7 Upddieindicates Democrat and R
indicates Republican.
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AIDS cases reported per 100,000 popu-
lation in New Mexico was less than hal
the national incidence in 1996.

Health Care Market

Like many health care markets i
the country, New Mexico’s health care
environment is characterized by height-
ened competition, primarily as a resul
of managed care. Albuquerque, in par-
ticular, has been described as one of the
leading managed care markets in the
nation. As large employers, including
the state government, have negotiated
more aggressively on price and service
profit margins of HMOs in the state
have been shrinking. For exampl
between 1992 and 1994, four of five
HMOs in Albuquerque experienced a
drop in their profitability. In response,
HMOs in New Mexico have raised thei
premiums between 4 and 7 percent in
1998 after several years of relatively flat
growth8

As of 1996, the largest HMO in the
state was Lovelace Health Systems, fal-
lowed by Presbyterian Healthcare Sef-
vices. In 1997, Presbyterian purchased
FHP New Mexico, making Presbyterial
the largest HMO in the state with more
than 200,000 members. Approximately
19 percent of the state’s insured popula
tion was enrolled in an HMO in 1996.
This percentage has undoubtedly
increased since 1996, in large pa
because of the enrollment of 200,000
Medicaid recipients in HMOs in
1997-98.

Hospitals in New Mexico are tak-
ing steps to strengthen their position i
the evolving market. At least 24 non
profit hospitals and health care systems
in Texas and New Mexico recentl
formed VHA Southwest, a cooperative
of nonprofit hospitals. The new organi
zation offers financial and manageri
resources to support community
controlled hospitals, partly to serve as a
buttress against for-profit conversions.
In addition, hospitals have entered the
managed care market. The state’s two
major HMOs, Presbyterian and Lovelace
originated from hospitals bearing the
same names. Most recently, St. Joseph
Healthcare System, an Albuquerque
based chain of four hospitals, develop
a risk-bearing provider-sponsored orga
nization to serve Medicare beneficiaries
approval of its federal license was
pending as of July 1998.

d

Political Environment
For the last half of the decade
health policy developments in Ne
Mexico have occurred in a climate o
partisan wrangling and tight budgets.
Democrats have dominated politics i
New Mexico in recent history, and the
currently hold a strong majority in bot
the state senate and house. In the 1
elections, however, Republicans gain
six seats in the legislature. Moreover, i
1994 New Mexico elected a Republical
governor, Gary Johnson, on the heels
a Democratic governor, Bruce King
Johnson has made a reputation of
wielding his veto power; he vetoed
some 200 bills in 1995, more than an)
other New Mexico governé®. For fis-
cal year 1995-96, Johnson vetoed
estimated 75 to 80 percent of ne
spending proposed by the legislature for
health and social servics As of May
1998, the legislature had overridde
only one of his vetoes—a bill to increase
home and community-based care for the

d

an

highest uninsurance rates in the country.
Approximately one-quarter of the

nonelderly population (25.6 percent) in
New Mexico had no health insurance,
compared with 15.5 percent in the Unit-
ed States (table 2). The disparity pri-
marily lay in the proportion of nonelder-

ly covered by employer-sponsored

96insurance. Only one-half of New Mex-

icans had such coverage versus two-
thirds nationwide. Although the unin-
surance rate for children is lower than
that for the general population, the gap
between New Mexico's rate and the
national rate is striking. In 1994-95, the
fraction of uninsured children ages 0-18
was twice as high in New Mexico as the
national average (20.9 percent versus
10.4 percent). New Mexico is one of
three states (along with Texas and
Louisiana) with the highest percentage
of uninsured childre#8

As expected, the prevalence of
uninsurance is much higher among the
low-income population (those under 200

disabled. Johnson has cut state budget percent of the FPL) than among the gen-

growth to about 5 percent per year, half
the level it reached in the last year of his
predecessor’s terta.

Under the King administration, New
Mexico gave serious consideration to a
universal health insurance program. Two
Democratic members of the house intro
duced legislation for Canadian-style
health insurance in January 1993, calle
New Mexicare. Funding for the progra

already designated for health care (e.g.
Medicaid), individual premiums based o
a sliding scale according to income, and|a
payroll or income tax. Within a month,
after public uproar over the new tax and
the cross-subsidy for the poor, the Ne
Mexicare plan was tabled in committee.
After the failure of New Mexicare, the
legislature established a task force, which
included nonlegislative members, to
study health reform options. The tas
force eventually turned much of its atten-
tion to expanding coverage under Medi-
caid and private insurance reforms.

Health Insurance

Coverage

The legislative attention given to
expanding health insurance coverag
originates from concerns about the
state’s high percentage of residents.
1994-95, New Mexico had one of the

eral population. In New Mexico, 37.4
percent of this subset of the population
was uninsured in 1994-95, which far
surpassed the national average of 25.3
percent. Medicaid covers a similar
portion—about one-third—of the low-
income population in both New Mexico
and the nation. However, because of the
state’s greater concentration of poverty,
Medicaid covers a larger proportion of
the entire population in New Mexico than
it does in the nation overall (16.0 percent
versus 12.2 percent).
Medicaid Eligibility

Eligibility for New Mexico’s
Medicaid program is generous and
strict at the same time, depending on
eligibility category. On the one hand,
the income threshold of the state’s Aid
to Families with Dependent Children
(AFDC) program in 1996, which is
one basis for determining eligibility
for Medicaid, is below the national
median (36 percent of the FPL, com-
pared with 39.5 percent). Moreover,
the state does not offer an optional
medically needy program. Yet New
Mexico has been generous in its cover-
age of children and pregnant women.
The state covers pregnant women and
infants up to 185 percent of the FPL
(133 percent is the mandatory mini-
mum). And, as recommended by the
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Health Insurance 1994-1995

Table 2
Health Insurance Coverage

New Mexico United States

Nonelderly Population

Percent Uninsured 25.6% 15.5%
Percent Medicard 16.0 12.2
Percent Employer-Sponsored 49.9 66.1
Percent Other Health Insurande 8.5 6.2
19-64 Population

Percent Uninsured 28.4 17.9
Percent Medicar 7.0 7.1
Percent Employer-Sponsored 53.8 67.8
Percent Other Health Insurance 10.8 7.2
0-18 Population

Percent Uninsured 20.9 104
Percent Medicar 31.1 23.1
Percent Employer-Sponsoeed 43.4 62.5
Percent Other Health Insurande 4.6 4.0
<200% of the Federal Poverty Level,

Nonelderly Population

Percent Uninsured 374 25.3
Percent Medicard 31.7 34.1
Percent Employer-Sponsored 21.9 33.9
Percent Other Health Insurance 9.0 6.7

a. Two-year concatenated March CPS files, 1995

vately purchased coverage.

task force that emerged from the defe
of New Mexicare, Governor King

signed legislation in 1994 to approprir

ate funds to expand Medicaid eligibili-
ty to cover children through age 1§
whose family incomes are below 18
percent of the FPL. In 1998, the stat
also expanded family planning ser
vices to all women up to 185 percen
of the FPL under a five-year pilot proj-
ect.

The eligibility expansion for
children was heralded as a means
substantially reducing the state’s unin
surance rate; however, many of thog
who are eligible have not enrolled in
the program. According to one esti
mate, of the 124,000 uninsured chil
dren in the state, 107,000 are eligibl
for Medicaid but not enrolle&t This
situation has been blamed on inad
guate outreach efforts by the state
including the removal of 20 “outsta-
tioned” eligibility workers from hospi-
tals, and the reluctance of some peop
to apply for public assistance
Observers emphasize that the state h

and 1996. These files are edited using the Urban |

TRIM2 microsimulation model. Excludes those in families with active military members.
b. “Other” includes persons covered under CHAMPUS, VA, Medicare, military health programs, and |@ri-

at a disincentive to enroll eligible persons
because of the impact it would have o
the Medicaid budge& An increasing
number of eligible persons may fail tg
3 enroll in Medicaid, as Temporary
5 Assistance for Needy Families
e (TANF) rolls shrink and persons
become eligible for Medicaid through
poverty criteria (which requires an
application) rather than being automat
ically provided a Medicaid card as arn
AFDC recipient. New Mexico's
of AFDC/TANF caseload declined by 20
percent from 1994-1997 (a drop from
e 102,200 to 81,500), somewhat les
than the average decline of 23 perce
for all statesé

Recently, New Mexico has taken
steps to increase enrollment of eligiblé¢
persons in the Medicaid program

—

1

(D

guarantee of 12 months’ continuous

eligibility. The legislature has also

established a contingency fund tc

le cover 40,000 new Medicaid eligibles
as they enroll.

as

including a large outreach effort and a

nt

D

Other State and Local
Programs to Increase
Health Care Coverage

Beyond Medicaid, New Mexico
does not administer any large-scale,
publicly funded insurance programs for
its needy citizens. Nearly all counties
(29 of 33), however, support indigent
health care programs for their uninsured
residents. County indigent funds, sup-
ported by local sales taxes, reimburse
providers for services provided to indi-
gent patients. Combined, the funds dis-
burse about $23 million annually; some
$10 million goes to providers, and the
balance covers the counties’ contribu-
tion to the Medicaid program. The state
also operates a high-risk insurance pool,
which covered 1,124 persons in 1995.
In 1994 the state established by statute
an insurance purchasing pool, the New
Mexico Health Insurance Alliance, for
small businesses and self-employed per-
sons. The alliance is a private entity and
receives no state funding; the pool had
3,800 persons in 1996.

Private Insurance Reforms

In its attempts to increase health
insurance coverage, the state has
focused attention on reforming the
small-group and individual insurance
markets. Before the passage of the
federal Health Insurance Portability and
Accountability Act (HIPAA) of 1996,
which instituted several changes in these
insurance markets, New Mexico had
undertaken its own reforms. As early as
1984, New Mexico passed a law
requiring that persons obtaining health
insurance through a group be allowed to
convert to nongroup coverage. In
compliance with HIPAA, this group-to-
individual portability is now available
through the state’s high-risk pool or the
New Mexico Health Insurance Alliance.
Insurance reforms enacted by the state
in 1991 required that insurers renew
small-group policies except in cases of
fraud, nonpayment, and so on—known
as “guaranteed renewability.” In 1994,
the state passed legislation to limit pre-
existing condition exclusions to six
months after the person enrolls in the
plan; the limit applies to conditions
treated or diagnosed up to six months
before enrollment. Exclusion periods
elapsed under a previous policy must be
credited under a new policy. These
1994 provisions applied to both the



small-group and individual markets
Throughout the 1990s, New Mexico ha
also passed legislation to improve th
affordability of small-group policies,
including rate bands and communi
rating provisions.

With the passage of HIPAA, the

state had to make some adjustments [to reforms through the regulatory process.

its insurance laws. The most important
changes were to establish guarante
renewability in the individual market

and guaranteed issue of health insurance and Enrollment

products to small groups, regardless of
past claims experience or group health
status.

In addition to enacting laws to
improve the availability of private
insurance, New Mexico has sought t
improve insurance practices, especiall
among HMOs. The state Corporatio
Commission, which regulates insuranc

d

was vetoed by Governor Johnson i
April 1997 because of his concern that
premiums would rise. However, in
1998, the governor signed patient pro-
tection legislation, which was largely
formality since the Corporation Com
mission had implemented most of th

Medicaid Expenditures

New Mexico operates a $1 billion
Medicaid program. With a 73 percen
federal matching rate, the state spends
one dollar for every three spent by th
federal government on the program.
Whether measured by state general-
fund expenditures or combined state and
federal dollars, in 1995 Medicaid wa
the third-largest program in the stat

as well as other services in the state, has budget, after K-12 education and higher

issued numerous rules, including a 48-
hour minimum maternity stay, direct
access to obstetricians/gynecologist
and coverage of adult check-ups and
well-child care. A patient protection act
which would have instituted grievanc
procedures and gag rule protection

education. From 1990 to 1995, Medi
caid was the second-fastest-growin
program, trailing AFDG8

New Mexico's Medicaid program
has experienced a string of budget over-
runs in the past few years. Most recent-
ly, in November 1996, the Medicaid

budget was $40 million short of project-
ed expenditures for state fiscal year
(SFY) 1996-97. At the same time, the
state had a $13 million shortfall it was
attempting to cover from the previous
fiscal year (SFY 1995-969. (The state
blamed excess spending in SFY
1995-96 on higher-than-expected home
and community-based care expendi-
tures?0) As of March 1997, the state
had increased the projected shortfall for
SFY 1996-97 to $65 millio’t These
shortfalls have been covered by supple-
mental appropriations by the legislature,
as required to balance the state’s budget.
Throughout the 1990s, growth in
New Mexico's Medicaid program has
outstripped the national average. Even
as spending growth fell to about 6 per-
cent per year nationwide from 1994 to
1996, expenditures rose at an average
annual rate of 16 percent in New Mexi-
co (table 3). In particular, spending on
children and the disabled rose dramati-
cally from 1994 to 1996, by 25 percent
and 20 percent per year, respectively. In
1996, spending per disabled enrollee
($8,559) and child enrollee ($1,193)
both slightly exceeded the national aver-

Table 3
Medicaid Expenditures
by Eligibility Group and Type of Service,
New Mexico and United States
(Expenditures in Millions)
New Mexico United States
Expenditures Average Annual Growth Expenditures Average Annual Growth
1996 1990-92 1992-94 1994-¢ 1996 1990-92 1992-94 1994-96
Total $936.8 30.6% 14.4% 16.4% $160,968.6 27.1% 9.4% 6.2%
Benefits
Benefits by Service 886.8 30.C 15.1 16.2 140,290.1 18.8 11.2 7.7
Acute Care 613.7 32.8 18.3 16.3 84,666.5 22.3 13.5 9.0
Long-Term Care 273.1 25.2 8.8 16.C 55,623.6 14.6 8.1 5.9
Benefits by Group 886.8 30.C 15.1 16.2 140,290.1 18.8 11.2 7.7
Elderly 143.0 17.6 10.7 6.5 42,418.5 16.7 8.3 6.2
Acute Care 37.1 14.C 16.5 7.3 11,229.3 18.9 12.4 11.C
Long-Term Care 105.9 18.7 8.9 6.3 31,189.2 16.C 7.1 4.6
Blind and Disabled 381.7 20.5 225 20.3 56,601.3 17.6 13.8 10.5
Acute Care 233.4 20.S 29.3 17.C 33,880.1 22.9 16.7 12.3
Long-Term Care 148.3 20.C 12.5 25.% 22,721.2 11.¢ 10.z 7.8
Adults 105.1 21.3 17.7 1.3 16,956.6 21.4 9.2 4.8
Children 257.0 73.3 7.1 25.C 24,313.8 23.8 12.8 6.5
Disproportionate Share Hospital 11.9 243.4 -18.3 22.5 15,102.6 263.4 -2.1 -5.7
Administration 38.1 16.3 14.7 19.¢ 5,575.9 9.8 13.1 7.1
Source:The Urban Institute, 1997. Based on HCFA 2082 and HCFA 64 data.
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ages for these two groups (table
Moreover, child and disabled enrollee
accounted for a much larger share (72
percent) of spending on benefits in the
program compared with the national
average (58 percent). Consistent with
the state’s relatively youthful popula
tion, only 30 percent of Medicaid spend-
ing on benefits was for long-term car
(70 percent for acute care), versus
national averages of 40 percent and 60
percent, respectively.

In 1996, approximately 340,00
New Mexicans were enrolled in
Medicaid for at least part of the year.
Enrolliment trends show once more that
the disabled and children are the driving
force behind program growth in th
state. Between 1994 and 1996, adult
enroliment fell by 4 percent annually,
and elderly enrollment grew by only
percent. In contrast, the number of di
abled enrollees grew by an average o
percent per year, and the number of chil-
dren grew by 13 percent (table 4).
Nationwide, child enrollment in Medi-
caid fell slightly as a result of shrinking
AFDC rolls; however, in New Mexico
this trend was offset by the state’s elig
bility expansion for children in 1994.

New Mexico’s disproportionate

share hospital (DSH) program is smal
compared to many states. It constitute
only 1.3 percent of the state’s Medicaig
budget in 1996 versus 9.4 percen
nationwide. The program has growrn
significantly, however, from $1 million

in 1990 to $12 million in 1996 (table 3).

Current State Health
Policy Issues

Medicaid Managed Care

On July 1, 1997, New Mexico
began implementation of its mandatory
HMO program for most Medicaid
recipients. Before this, the state ha
operated a primary care case manag
ment program, referred to as a priman
care netork. Operating under a 1915(b
freedomof-choice waiver, the primary
care network was implemented in 199
and was phased in until it was availabl
statewide. Both AFDC/AFDC-related

and Supplemental Security Income

(SSI) populations participated in the pri
mary care network.

Although the state legislature
endorsed a managed care system for
Medicaid population in 1994, it was no
until 1996 that the state began th

]

—

=

9]

)

process of converting the primary care
network into a “privatized” system run
by HMOs. Prompted by program
growth in excess of 20 percent in the
preceding year, Governor Johnson
pushed for speedy implementation of
the managed care reforms, with the
expectation that HMOs could achieve 10
to 25 percent savings and better service.
Requests for proposals from HMOs
were solicited in October 1996, and
implementation was to begin April 1,
1997. Some legislators expressed con-
cern that the administration was moving
ahead too rapidly, without due prepara-
tion, and critics questioned how the pro-
jected savings would be achievi&d.
Health care providers lobbied the state to
exempt rural and mental health patients
from HMO enrollment.  Still others
questioned the state’s decision to offer
statewide contracts as opposed to region-
al contracts, since the latter would allow
provider-sponsored networks and small-
er managed care organizations the
chance to participags.

By late 1996, legislators were dis-
cussing a package of proposals to delay

hethe movement to managed care by a

year. Moreover, the Health Care Financ-
ing Administration (HCFA) called the

Table 4
Medicaid Enroliment
and Expenditures per Enrollee:
Contributions to Total Expenditure Growth
New Mexico United States
Average Annual Growth Average Annual Growth
1996 1990-92 1992-94 1994-¢ 1996 1990-92 1992-94 1994-96
Elderly
Total expenditures on benefits (millions) $886.8 17.6% 10.7% 6.5% $42,418.5 16.7% 8.3% 6.2%
Enrollment (thousands) 20.5 7.5% 44%  2.5% 4,103.2 5.1% 40% 0.3%
Expenditures per enrollee $6,971 9.3% 6.0% 4.0% $10,338 11.0% 42%  5.8%
Blind and Disabled
Total expenditures on benefits (millions) $381.7 20.5% 22.5% 20.3% $56,601.3 17.6% 13.8% 10.5%
Enrollment (thousands) 44.6 12.6% 11.6% 6.2% 6,698.2 9.8% 10.8% 5.8%
Expenditures per enrollee $8,559 7.1% 9.8% 13.2% $8,450 7.1% 27%  4.4%
Adults
Total expenditures on benefits (millions) $105.1 213% 17.7% 1.3% $16,956.6 21.4% 9.2% 4.8%
Enrollment (thousands) 59.4 21.8% 10.9% -3.5% 9,225.0 11.4% 6.8% -1.5%
Expenditures per enrollee $1,771 -0.3% 6.1% 5.1% $1,838 8.9% 22% 6.3%
Children
Total expenditures on benefits (millions) $257.0 73.3% 7.1% 25.0% $24,313.8 23.8% 12.8% 6.5%
Enrollment (thousands) 215.4 295% 10.4% 12.7% 21,270.5 13.1% 6.6% -0.1%
Expenditures per enrollee $1,193 33.8% -3.0% 10.9% $1,143 9.5% 58% 6.7%
Source:The Urban Institute, 1997. Based on HCFA 2082 and HCFA 64 data.
Note: Expenditures exclude disproportionate share hospital payments and administrative costs.




state’s plans “overly ambitious” and
requested additional information befor
it would approve the necessary 1915(b)
waiver24 In response to the concerns of
legislators and HCFA, in March 199
the Johnson administration announced it
would spread enrollment over the perio
July 1997 to May 1998, rather than over
the proposed 90-day period beginning i
July25 In March 1997, through a com-
petitive bidding process, three HMOs
Presbyterian Health Plan, Lovelac
Health Systems, and Cimarron HMO
were awarded contracts to provide care
to 200,000 of the state’s 250,000 Medi-
caid beneficiarie®} under the state’s
managed care program SALUD! Feder-
al approval of the 1915(b) waiver request
followed soon after.

Phase 1 of enrollment began in th
urban areas. The fourth and final phase
was completed June 1, 1998, achieving
statewide HMO enrollment of all TANF,
TANF-related, and SSI recipients
Dually eligible beneficiaries and institu-
tionalized populations are excluded fro
managed care; and Native American
about 30,000 of whom are eligible fo
Medicaid, may opt out and remain in th
fee-for-service system. As of July 199
a contingent of tribal representatives was
proceeding with plans to establish a
HMO to serve Medicaid-eligible Native
Americans in the state.

Children’s Health Insurance
Program

On March 6, 1998, Governor
Johnson signed a bill to expand th
Medicaid eligibility ceiling for children
ages 0-18 from 185 percent to 235 per-
cent of the FPL using Children’s Healt
Insurance Program funds. Under CHI
New Mexico is eligible for about $58
million in federal funds for fiscal year
1998. Its federal matching rate fo
CHIP is 81 percent. Thus, to draw upo
the full federal allotment, the stat
would need to contribute approximatel
$14 million.

Even with the substantial eligibility
expansion to 235 percent of the FP
New Mexico will not be able to spend
its full CHIP allotment. Because th
state had already expanded Medicaid
eligibility to 185 percent of the FPL an
the majority of uninsured children fall
below this threshold, the state must
cover them under Medicaid at the lower
federal matching rate. Thus, New Mex

ico is essentially penalized for its earlier
efforts to expand coverage. The state
estimates that 5,500 children will quali
fy for Medicaid coverage under CHIP, at
a cost of about $3 million annually to the
state. Because the state will use only a
fraction of its CHIP allotment, it has
proposed to the federal government to
use the remaining CHIP monies for spe-
cial services, including home Vvisits for
newborns and developmental disability
services, for all children under 235 per-
cent of the FPL. This proposal has not
yet received federal approval. The New
Mexico legislature has appropriated rev-
enues from existing sources to finance
the state’s share of CHIP funding; the
governor vetoed a bill to increase the
state cigarette tax to support the CHIP
expansion.

Conclusions

New Mexico’s long-standing prob-
lems of poverty and a high uninsurance
rate present formidable barriers to
improving access to health care for its
population. Nonetheless, the state has
not shied away from instituting private
insurance reforms and expansions in
Medicaid eligibility, including the CHIP
expansion. Some of New Mexico's
efforts to expand Medicaid have fallen
short of their objective because of low
participation rates among eligible state
residents. There is some concern that
aggressive enrollment strategies now
under way, if successful, may strain the
state budget. However, with the
ambitious movement of most recipients
into HMOs, it is anticipated that the
Medicaid budget will be more pre-
dictable and contained than it was under
the fee-for-service system.
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