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INTRODUCTORY COMMENTS 

From the beginning of our study of Medicaid, it 

was recognized that the single, most important fault of 

our sister states in adopting this program, was a failure 

to understand its full impact on the administration of 

state .medical -.assistance· programs. I,t was .·this failure, 

coupled .with· inadequate legJsl.ative- controls .. ayer, develop~_. 

; ment of· state prog;rams, that resul,ted in the_ now well. known 

troubles· of·. our ·s:ister states .. c;ts. they,, spught _t:o c(?pe with, :. 

the program. 

With this background well in mind, the committee 

has sought to understand the program and its impact, to 

··develop. cost estimates with a higher degree of accuracy than 

was. available when the program was adopted elsewhere, and 

to generally profit by the experience of others. This 

process has been difficult, tedious, and at times impossible. 

Throughout our. study we .. have had the ,assistance 

·: and c.oopex::ation of many public• Officials a~d;prtvate individuals 

with experience-in the furnishingar,id ~dministrat~on.of. 

medical assistance and health care services •. • The c.ommittee 
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would like to express its appreciation to the many people 

whose patience, unde,rstanding and tireless efforts have 

assisted us in our work. 

As wiTl be, made apparent in· the body of this 

report, the members of the committee regard-our report 

and recommendations as a beginning and not an end •. Certainly 

one of the' most ·obvious weaknesses of programs·adoptedih 

other states has been a lack of legislative control and 

oversight over the program fo~ which statutory authorization 

was given. The committee believes that such control and 

oversight is absolutely essential to the development and 

operation of a sound program of medical assistance for 

eligible persons in the State of New Jersey. Accordingly, 

We have attempted to provide for such continuous legislative 

review. It is our hope that this approach will result in a 

more; effective and efficient progi;-am, consistent with fiscal 

responsibiiity, and at the ·same time furnish us with the type 

of information that will be essential in the future in 

making polic}' decisions in thfs ·area. 
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

i;. 

· . l .• · It is in the public. inter~st that statutory provision 

be made which will enable the State of New Jersey to 

·. implement a medical assistance program under Title XIX 

of the Federal Social Security' Act beginning on January 

1, 19700 

2·~- l\,t its .inception,._ the program s_hould cover. the· following 

:N.~w Jers:ey. res.id~nts who· are determined to-; ;r:ie~d medical 

care arid services: 

(a) .recipi~nts . of pld age :as,sistance:, as~istance for· 

the permanently anq. totally dif?a)?led, : assis.tance 

:f:or the bl.ir1q or assi_;stance for. dependent .. c}:l.ildren; 

(b).those\vho would be eligible to:i;-eceive public 

assistanc~ under the State categqrical assistance 

programs except for failure to meet an eligibility 

'. 

condition or requirement imposed under the State 

categorical assistance program which is prohibited 

under Title XIX of the Federal Social Security Act 

such as a durational residence requirements, relative 

responsibility, consent to imposition of a lien; 

(c) a child between 18 and 21 years of age who would 
, , . ~-

be eligible for assistance for dependent children 
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living in the family group except for lack of school 
. ' , ' ' . i' 

attendance'or pursuit of formalized vocational or 

technical training; 

(d) a spouse of a recipient of old age assistance, 

assistance for the permanently and totally 

disabled, or assistance for the blind who is living 

with.such·recipierit and whose needs are taken ihto 

account in dete·rmining the·· amount of.- cash· payment 

made to the recipient; 

(e) a child. in foster placement under supervision of.the 

Bureau of Children's Services; 

(f) those who meet the standard of need.under a categorical 

assfstance p·rogram but who are not receiving such 

assistan6e and elects not to receive it~ 

3. The plan shall provide for furnishing the following basic 

medical care and services: 

(a) In~patient hospital services (other than services in 

an institution for tuberculosis or mental diseases); 

(b) Out-patient hospital services; 

(c) Other laboratory and x-ray services; 

(d) (1) Skilled nursing homes services (other than 

services in an institution for tuberculosis or 

mental diseases) for persons 21 years of age or 

older; 
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(2) Such early and periodic screening and diagnosis 

of individuals, who are eligible under the program 

and are under age 21, to ascertain their physical 

or mental defects and such health care, treatment, 

and other measures to correct or ameliorate defects 

and chronic conditions discovered thereby, as may 

be provided in regulations of the Secretary of 

the Federal Department of Health, Education and 

Welfare and approved by the Commissioner; 

(e) Physicians' services furnished in the office, the 

patient's.home, a hospital skilled nursing home or 

elsewhere; 

The plan may further provide for t·urni shing the following 

basic medical care and services: 

(a) 
. ' : 

Medical care, not included in subsection ( e) above, 

or any other type of remedial care recognized under 

State law, furnished by licensed practitioners within 

_.the.· scope., of thei;r p~acti-ce as defined by State law.;< 

provid_ed., however, at the program I s inception· such 

l?ract:i.tioners.; shall be_.limited.to podiatrists. and· 

optometrists; 

(b) Home health care.s~ryices; 

(c) Clinic. services; 
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(d) Dental services; 

(e) Physical therapy and related services; 

(f) Prescribed drugs, dentures, and prosthetic devices; 

and eyeglasses prescrtbed by a physician skilled 

in diseases of the eye or by an optometrist, whichever 

the individual may select; 

(g) Other diagnostic screening, preventive, and 

rehabilitative services, and other remedial care; 

(h) In-patient hospital services and skilled nursing home 

services for individuals 65 years of age or over in 

an institution for tuberculosis or mental diseases. 

5. The plan shall be formulated by the Department of Institutions 

and Agencies, with provision for legislative oversighto The 

program will be administered by the Department of Institutions 

and Agencies through a Division of Medical Assistance and 

Health Services, which the committee recommends be created. 

6. It is recommended that so many of the recipients of Medical 

Assistance for the Aged as can be transferred to the Old 

Age.Assistance Program be so transferredo Those persons 

in the Medical Assistance for the Aged Program who cannot 

be so transferred, will continue to receive medical 
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assistance to the same extent as was made available to 

-- , 

them prior to.the.initiatiOn of the Medlcaid program under 

a separate program to be financed by the State. 

7. It is recommended that in the operation of the program, 

that so much of the program as can be underwritten, be 

underwritten by a_ carrier, and that the- same car:r:ier shall 

act as fiscal intermedia,ry for. the balance of the program. 
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MEDICAL CARE FOR LOW INCOME PERSONS IN NEW JERSEY 

INTRODUCTION 

F·ew:_: subjects· have received as much· attention and 

conceri.tratedsttidy by'publ{c officials and private groups 

in New Jersey as the :implementation of Medicaid by the 

State. In view of the potential benefits to be derived 

from such a program by the citizens of this State, and the 

need for fiscal responsibility, careful study was, and still 

is, warrantedo The much publicized experiences of our sister 

states with Medicaid present ample evidence of the need for 

caution in preparing a program under Title XIX. 

New Jersey has a long standing tradition of 

providing needy persons with a wide variety of medical and 

health care serviceso Table I, in the Appendix to this 

report, prepared by the Department of Institutions and Agencies, 

shows the extent to which the 14 mandatory and optional services 

under Medicaid are already being provided to recipients in our 

categorical assistance and medical assistance for the aged programs. 

However, the medical benefits available to the 

various classes of recipients are not uniform. As things 
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now stand in New Jersey, a separate plan exists for each 
' . . . 

category of recipient under the various.public assistance 

ti tl·es to the Social Security Acto For example, whereas 

the participant in the Old Age Assist~nce Program (OAA) will 

get. in"'."'pati~nt hospitali.zation, out-patient hospital services, 

skilled nursing home services, laboratory and X-ray services, 

the participant in the Aid to the Blind Program. (B.A.) will 

.get all these f?ervices except in-patient hospitalization~ 

MEDICAID AND MEDICARE 

Medicaid and Medicare are two sepai:;-ate progran:is 

th?l,t.are freq-µently _confusedo Both were created by 

amenwnents to the Social S,~curity Act i.n,. 1965.,. Medicare as 

Title XV.II:J:, c3.nd Medicaid as Title XIX .• 

. . ' . 

Medicare is a federally administered program of 
. . . . 

health insurance for the aged. Basically the program affords 

2 kinds of benefits for persons aged 65 or older: hospital 

insurance ( for hospitalization.and related care) and 

supplementary medical insurance ( for physici~n:s ,· services· 

and some other medical services) o Benefits are the· same 
,• • • <' • 

throughout the nation. Eligibility for hospital insurance 

•·' 

is a right for almost all aged persons, but medical insurance 
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is a voluntary programo 

Medicaid is·a program that-is designed to pay 

medical care costs for people with low incornes o , • It is a 

federal-state program; intended to provide medical ,care, 

for needy p~rsons of all ages under a definition of need defined 

by each Stateo Eligibility is determined for the individual 

or family according to state provisions. The program is 

administered by the states and financed in part by the 

state (or state and local) governments and in part (50-83%, 

depending on state average per capita •income) by the federal 

government. Since each state determines· eligibility .and .. • 

benefits, there are differences.:...-state by state--in who is 

eligible and for what benefits. Medicaid complements the 

hospital insurance provisions of Medicare by paying the 

deductible amounts for needy aged persons who are insured. It 

may complement the voluntary medical insurance provisions if 

a state wishes to pay the mont~ly premiums for recipients of 

old age assistanceo It supplements the insurance program by 

providing services for persons aged 65 or over in addition to 

those made available under the insurance provisions and also 

by providing medical services to persons under age 65. 
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Briefly, Medicaid ties together all federal 

assistance for medical services to welfare recipients under 

a single program. The Secretary of Health, Education, and 

Welfare has required that by January 1, 1970, federal 

financial participation in vendor payments for medical 

services will not be available under any·of the other public 

assistance titlee of the Social Security Act. Thus, New 

Jersey is obligated to deve·lop a State plan to implement 

Title XIX or lose federal funds for medical assistance. 

Under Title XIX, the federal government will pay for 

approximately 50% of the medical care costs incurred for low 

income families eligible for federal reimbursement under 

Title XIX. The committee had many questions about 

the extent to which the federal government shared in meeting 

the costs of affording benefits under the Medicaid program. 

It would appear that the percentage of federal participation 

varies with the type of recipient and the type of services 

affordedo This subject will be discussed in greater detail 

at a later point in this report. 

The Federal legislation, within the limits of certain 

guidelines, leaves to the states the persons to be covered and 

the services to be furnished. These two areas, at least 
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· init:ially, represent the major variab:J_es Jn defining the_, 

magnitude of the State's p:r:-ogram. As will; be. s.een la,ter, 

the Feder_al legislation does_ not le.ave the.states as much_ 

discretion in-· determint_ng pepple to be covered and services 

to be fvrnished as one would be led_ to believe from the 

language of the. act. 

WrlO IS ELIGIBLE FOR TITLE.XIX BENEFITS 

There are two principle ciasses of participants 

. . 
under Title XIX, i.e., the "categorically needy" and the 

11medi~ally i~digent". ·There is general agreement that, in 

order for a state plan to 'receive federal approval, the state 

plan must provide coverage from its inception, on or before 

January 1, 1970, for all individuals and families who 

,· . ' . 

receive financial assistance for basic maintenance from 

the federally aided public assistance programs for the aged, 

·the blind, the disabled, and families for dependent children. 

These programs are Aid to the Blind, Aid to the Permanently 

and Totally Disabled, Aid for Families of Dependent Children 

and Old Age As$istance. In addition, the approved plan m11st 

include the llcategorically related"; for example, all those 

persons who would be eligible for the foregoing categorical 

assistance except :that. ;they_do not. meet New Jersey's 1 year 
';•'/a'~-,\,;::•_i·. ·) , ,: ~ ,:'~!<~• ';,_? :'.-' •, •'.. r. 
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residence requiremen~ and child.r?n_ from AFDC families ages 

18-2~ who a~e not ip school. This desc~iption of the 

"categorically related" is an oversimplification. The groups 

which we are required to cover at the inception of the 

program are more fully set out in section 3.f.(l), (2), (3), 

(4) and (6) of the recommended bill appended to this repo_rt. 

Once the committee determined what g·roups had to 

be covered in the initial program, it• wa·s essential' to 

attempt to estimate the number-of people in the groups to· 

be covered •.. The latest population estimates of the·persons 

who will be "at risk" in 1970 are set forth .. below.· 

Old Age Assistance 
Disability_ Assistance 

Assistance for Dependent 
Children· 

Assistance for the Blind 
Categorically Related 

. Sub-Total 

ADC-Unemployed Parent 
Presumptive Elig~bility 
Medical Assistance ·for the 

Aged 

Sub-Total 

Foster Care 

TOTAL 

1969-70 
Department 

15,000 
11,000 

212,000 

1,000 
11,000 

250,000 

19,000 
16,300 
li,600· 

296,900 

12,000 

308,900 

1970-71 
Department 

15,000 
11, 500 

242,000 

1,000 
12,000 

281·, 500 

23,000 
18,000 
12,200 

334,700 

13,000 

347,700 

Prepared by the Department of Institutions and Welfare, 
July 30, 1968 
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In dealing with these estimates, it is important 

to note at least two facts, i.e., the rate of growth of 

the various categorical assistance programs and the inability 

to identify at this time the people who would qualify as 

categorically related before a claim is fi"led. As is apparent, 

we now have no contact with the "categorically related". The 

rate of growth factor is readily seen from the recent 

enactment of legislation to cov~r under the· AFDC program the 

unemployed and underemployed parent in the•home. Inasmuch 

as these people are now under AFDC, they must be included in 

our Medicaid program.· 

If we want an approved Title XIX program in New 

Jersey,·we must cover at least these people. 

The Committee chose toadd one group not required 

to be included by the Federal statute, i.e., children who are 

wards of the State under the foster care program. We have 

been informed by the Federal authorities that this group 

could be separately added and we would be eligible for 

Federal matching funds. We are already providing hospital 

care for these children, under an insurance policy, without 

Federal matching funds. 
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In addition, the Federal matching under the 

Medical Assistance for the Aged prqgram will t~r~inate on 

December 31, 196_9. Several alternatives were available to 

the committee. The MAA program could be terminated on that 

date and medical assistance terminated for the more than 

10,000 New Jersey residents.receiving assistance under the 

program. This approach was regaFde~ as unrea_son~ble and _ 

not a valid alternative. Another approach would be to continue 

the program entirely at State expense. However, it is 

estimated that the gross dollar commitment to this program 

by 1970 will be about $53.5 million, with more than $21 

million coming from Federal funds. Continuation of the program 

at the 1970 level will require the State ·to contribute the 

$21 million jus:t to maintain. the status quo fc>'r these ·people., 

A third approach would be to completely cover the 

recipients in the MM program by the Medicaid program beginning 

January 1, 1970. The majority of the committee members did 

not approve of this approach because such inclus~on would have 

required coverage ·of additional persons, not now re_ceiving 

MAA, without Federal matching funds. 
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Another alternative would be to transfer those 

MAA recipients to the OAA program as can be transferred, 

which would be the great majority of the MAA people, and to 

continue to provide medical assistance for the MAA recipients 

who could not be transferred, at the current level of services, 

under a separate program, at State expense. This approach 

was regarded as the most practical by the majority of the 

committee members and therefore it is recommended that the 

appropriate legislation be enacted to authorize this transfer 

and continuation of service. 

Insofar as the second major classification, the 

"medically indigent", is concerned, it now appears clear that 

the program need not provide medical care and services for this 

classification at the program's inception, to avoid the penalty 

of the loss of Federal funds. It would appear that the 

Federal government requires that the State plan, in order to 

be approved on or before January 1,· 1970, must include 

provisions for both the categorically needy and medically 

needy; that the plan provide for a phase-in of the other 

than mandatory groups by July 1, 1975; that medical care and 

services must actually be provided for the categorically 

needy under the plan on or before January 1, 1970; and that 

the State must show reasonable progress under the plan to phase­

in the medically needy on or before July 1, 1975. 
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·· The majority of· the committee has recommended 

that the :New Jersey plan provide £Or a strictly'· controlled 

phase-in of the medically indigent. The controlled phase­

in will permit us to expand medical and health care 

facilities to meet the expanded demand for services in an 

orderly manner, allow us to gather additional experience 

and information on utilization rates as well as further cost 

and population data so that. the addition of large 

numbers of people will not cause serious disruption·of the 

program and jeopardize the furnishing of quality care· and 

services·to other recipients • 

Officials of the Department of Institutions and 

Agencies have indicated how the inclusion of one group 

will automatically operate to require inclusion of another 

group by the following example that appeared in the report 

of the Commission on State Aid to Hospitals for the Care of 

Indigent Patients: 

"••• A State Medicaid program may provide medical 
assistance to groups of otherwise non-dependent 
persons who would be eligible for categorical 
public assistance except for'the fact that their 
income and resources are in excess of New Jersey's 
standard.for maintenance assistance. If the 
State includes any of these medically-dependent, 
it must include all medically needy who are 
blind, disabled, aged, or in families with 
dependent children. Put another way, if ·the• 
State pays for medical care for elderly persons 
over 65 who are self-supporting except for medical 
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care, the State also must pay for medical 
care for medically needy blirid and disabled 
persons and for medically needy, children and 
adults in families who would qualify for the 
basic assistance programs if their incomes 
were low enougho" 

CLASSES OF· HEALTH CARE SERVICE TO BE PROVIDED 

Federal law requires that, as an absolute minimum, 

the following 5 basic services must be included in the State's 

program: 

1. In-patient hospitalization.(which must be reimbursed 

to the hospitals on the basis of full reasonable 

costs.) 

2. Out-patient hospital serviceso 

3o Physicians' services (whether furnished in the office, 

patient's home, hospital, nursing home, or elsewhere)o 

4o Skilled nursing home serviceso 

So Laboratory and X-ray services (other than hospital­

based) o 

These five basic services have been expanded by the 

1967 amendments to the Social Security Act so as tor equire 

the inclusion, not lat.er than Jul-y .1, 1970, of a sixth; namely, 

home health services. 
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Federal law also requires that where··ariy state is 

already providing any of the additional 11 opt.ionai 11 
· services 

urider its categorical assistance programs, it may not 

continue such·additioriai services for a selected group or 

groups only. It must either extend that particular clas·s 

of servic'e to all categorically...;..reiated·groups·that are to 

be included under the Title XIX program proposed by the State: 

or it must completely dror or eliminate such class of service 

for all groups. Table I, discussed. earlier, li_s_ts the 14 
. '·• . 

major classes of services, which_are_already,being provided 

in New Jersey in their.respective _programso 

ADDITIONAL LIMITATIONS ON STATE DISCRETION 

At this point it ·would be appropriate to· disc·uss 

several of the important provisions of the Federal law which 

serve to limit the discretion of the St~te in developing the 

Title XIX programo 

One of the mos;t important' features of 'the ne'w 

legislation is that congre·ss has prohibited states from using 

Federal funds as ·a substitute.for state moneyo This feature, 

known as the requirement: for :llmai'nten:a.nce of state fiscal 

effort", means tha't th~ state participating in th'e medical 
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assistance program must continue to,sp~nd at least as much 

state money for pub+ic _assistance as it.did before. 

Consequently, por,tions qf stp-t,e money 11 releasedll by th~, _availability 

of increased Fe9eral matching funds under Title XIX must be 

used to broaden and liberalize the state's public assistaqce 

programs by at least an am.cunt equal to the Federa~ in9rease 

inf unds. 

The Federal legislation further requires that by 

July 1, 1970, the non-Federal share of the cost of a medical 

assistance program must be financed entirely from state funds 

and not involve any requirements for a share to be borne by 

"local" funds unless safeguards are included in the law and 

operating procedures to assure t.hat a scarcity of local tax 

funds does not impede the program's operation. 

The federal legislation also contains requirements 

concerning equal treatment which are basic to a consideration 

of the scope of a state programo Except for the specific 

exclusion of persons under 65 who are in mental or tuberculosis 

hospitals, all 1t1edical services offered by the State's program 

must be equal in amount, duration and :scope for all beI'3:eficiary 

groups included _in the prograrno Thus, se:i;:-;vice made available 

to one group of the needy m~st be t~e same for all the other 

!Ii' 
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categorieso The State may, however, provide services for all 

persons who are "medically needy" only, which are of lesser 

amount, duration and scope than those provided for all persons 

receiving public assistance for maintenanceo 

The basic principle of the Medicaid prog-ram is that 

the income an individual or family needs to use fox basic 

support other than medical care must be protected for such 

use. However, the leg1slation requires each state to set 

its own level of income or resources needed for basic 

maintenance and this level must be comparable for all groups 

included in the state's program. Persons whose income and 

resources· are below this level, and who are otherwise eligible, 

must, therefore, be included in the state's Title XIX program. 

Although the Federal law provides considerable latitude 

to the state, this level cannot be lower than the level of 

maintenance now in effect for the most liberal of the state 1 s 

money payment maintenance programs. 

The Federal law also sets further limitations on the 

kinds of eligibility tests that the state may impose. 

Only available income and resources may be considered, and 

if the income is not certain or irregular, only that income 

which is actually in hand mar be counted. If income is 
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in excess of the amount set by the etat~ .for ord~na~y living 

expeQses, the amount in excess mus
1
t first be applied in a. way 

to enable the person to pay for any med~cal care or services 

which are not within the scope of the state's medical 

assistance-program. 

Another important _change effected by the Title XIX 

program is tint the state, for purposes of the medical 

assistance program, can no longer hold adult children 

responsible for the medical expenses of their aged parents. 

The Federal legislation permits the state to consider a 

spouse responsible for a spouse and parents responsibl~ 

for children under 21 or children of any age if they a:r:e 

blind or diabled, b,ut no other. 11 relative 11 responsibi.lity 

may be legally impo~cuo This is in contrast to our present 

Kerr-Mills Programo 

In addition, as in Kerr-Mills, the state may not 

impose a durational residence requirement _as a condition 

of eligibility for medical assistance. Consequently, under 

a Title XIX program, the state must find eligible all 

otherwise eligible persons who are residents of the state, 

. .•· '~ 
~ .... ·:., .. ,.,,...;_·.~ .• ··;' ,· ... ,1, "\ 1., 
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without regard to the lengt~ of the residencea The state 

must.also make _arrangements to provide medical assistance 

to residents of the state who_are temporarily absent from 

Another important requirem·ent for a Title XIX 

program is that.the State, for its aged assistance recipients, 

must.pay the deductible portion-of the medical costs under: 

the Hospital Insurance for· the Aged, commonly called Medicare. 

In addition, the State may pay these deductibles for. µiedically 
! 

rieedy ··old people who are otherwise unable to- pay thema The 

State may also pay the·co-insurance costs of the Hosp-ital 

Insurance plan but such optional payments for aged persons may 

· be made·- under the Title XIX program only if: services of the 

same duration are also furnished tinder T-itle XIX to all other 

eligible personso Title XIX also permits payment of the 

deductibles and co-insurance of the Supplementary Mediqal 

Insurance, also known as Part·B of Medic~re,,but as in .the 

case of co-insurance under Part AJ.'of_.Medicare, paYJ!lents of 

such costs for aged persons is possible only when equivalent 

services are provided under Title XIX to otherwise eligible 

individual so 
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THE RISING COST. OF HOSPITAL CARE. 

Chapter 140 of the Laws of New·Jersey;l965, approved 
. . : . . 

July 13, 1965, provided. for the creation'> of a commissioh to 
. . 

study the advisability of a program·of State.ciid to public; 

and non-profit private hospitals for the care of indigent 

patientsa This legisl,a.tion, which was introduced before the 

enactment of the 196~ ;arne_ndments to the Social Security Act, 

which provided for a M~dicaic;l Program, p~ovided that the 

duties of the commiSsion_wo-µld be.to define the term 

"indigent patient 11 for the; purpose of any possible St~te 

aid for the cost: of: care theref:o~ 1 determine the iota! cost 

of hospital care for.-indig(;nt patients and make a ~~udy of 

the advisability of: State: aid to pubiic and non-profit 

ho'spitals for. the care of. indigent patients. 'l'he com,mission I s 

principle concern was the reportedly substantic1l annual 

deficits experienced by hospitalso The commi~sion's study 

continued.through DQcember 1967 and because of: the obvious 

relationship.of the new Federal T~tle XIX. Prograrn,,the 

cornmission .. devoted a· great deal of. its;tim~ .alld attention 

to the Federal legislationo 

·At the request of the Hospital · Study Com.mission, 

the New Jersey,_ijq~~.i:r~~l::~l~~~-~~~i,,a~~9n undertook a comprehensive 
. ,~~-~ ... ,, .,_.:•·f·\.-1,_..1~:tiJ r•~f~.\.~:t;:➔~1-v}l;,:t·• \)(\ttt:;~,1.: 
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annually by non-profit, private hospitals in New Jerseyo The results; 

of this study are reported in Table II in the Appendix. For the 

year reported, the total unrecov~red cost of hospital care 

(both in~patien~ and out-patient) foi indigents w~s·estimated 

to be $16,210:022., This total figure was reduced by slightly 

more than $2 million because of funds received from undesignated 

sources; thus· bringing the· 1'-ii~t cost of indigent care to a 

little m01.e than .$14 milliono 

The commission,·chaired by then-Assemblyman Norman 

Tanzman, reported that there were three alternatives which 

suggested themselves ir fiscal ~elief, by way of government 

aid, was to be provided New Jersey's public and non-profit 

private hospitals for the care of indigent patients. These 

alternatives were: 

"l. County Boards of Freeholders and/or municipalities 
where these medical institutions are located can 
increase their lump·sum grants to hospitals or revise 
their reimbursement .:t::,ormulas for payment for indigent 
persons who receive·care from them. Since a·number 
of New Jersey counties already make lump sum grants 
equal to the maximum which the law permits, statutory 
revision would be necessary if any of these counties 
indicated a wish to purs_ue this alternative. 

2. 'I1he Department of Institutions and Agencies and the 
County Welfare Boardscould expand their program of 
providing hospitalization insurance for pe:r,sons served 
by federal categorical programs of public assistanceo 
It was estimated two years ago by the Division of 
Welfare, Department of Institutions and Agencies, that 
to include all per_sons not otherwise covered by hos­
pitalization insurance in the various federal cate­
gorical programs the cost to New Jersey would be 
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approximately $11 million. If present formulas for 
providing for the non-federal portion of these costs 
were con tin tied, State costs would be approximately 
$5.5 million with an equal eost to the countieso Since 
this estimate was made two years ago and hospitalization 
insurance has risen sharply since that time, this 
figure would necessarily be revised substantially up­
ward by the Dei'Jartment' s actuaries o 

3. Substantial relief is available to public and non..:.profit 
private hospitals from another area--the implementation 
in New Jersey of a T"itle XIX program authorized by the 
1965.amendments to the Social Security Acta Because 
of the complex-character of such a program and the finan­
cial cost associated with it, this Commission devoted 
much of its time to discussion of issues related to the 
implementation of a Title XIX program in New Jersey. 11 

THE PROBLEMS OF COST DATA DEVELOPMENT 

In April 1967, while the Tanzman Commission was 

engaged in its study, the State Department of Institutions 

and Agencies published a preliminary draft of cost estimates 

for health services under Title XIX in New Jersey. This 

docwnent, prepared by the statisticians of the Division of 

Public Welfare, represented the principle, comprehensive 

attempt at developing cost estimates in this highly 

problematical areao These cost·estimates were prepared for 



---------- ----- - ---------~~------------------

- 27 -

3 eligible groups based on income. The low cohort. group 

covered'that portion-of the population with an income 

standard of between $1600 and $3130; the intermediate group 

with an income of $1,799 to $3565; and the high group with 

an income of from $1999 to $3999. The low figure was the 

annual income for a single person wherea.s the high figure 

represented a family of 4o When these income standards were 

applied ;:.o the 1960New Jersey population, it was found 

that unde:r: the low standard 13011%, under.the intermediate 

standard 16042%, and under the high standard 20024¾ of 

the population would be potentially eligible for medical 

services. These cost estimates were·based upon population 

and service cost estimates projected to 1968~ 

·At the request of the Tanzman Commission the 

Hospital Service Plan of New Jersey and the Prudential 

Insurance Company of Amer·ica jointly agreed to evaluate the 
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Departme.nt' s prelimin_ary esti~ates o In an _at;t;:.~mpt to be 

consistent, Blue Cross and Prucle;ntial mc).de their evaluation 

of the Department•~ estimates based on an assmned ~ffective 

date of January,_ +968.o - Ir1 addition, Blµe Cross and Prudential 

altered $Orne of the data used in making the computations :to 

reflect their own experience and to add several judgemental 

factors. 

Typical of the changes made in the figures used 

' . 

by the insurance companies is the hospitalization utilization 

rate and the per diem cost. The Department used a utilization 

rate of 2 ,·389 days per thousand population for that portion 

of the .population ag~ ·65 and ov~r and 811 days per thousand 

population for ages under 650 The D2partment's anticipated 

patient days were priced at an estimated hospital per diem 

cost of $50000. Based upon utilization experience under 

the Blue Cross program, Blue Cro·ss and Prudential used a 

utilization rate 6f 4,000 days per thousand population for 

ages 65 .c1nd ·over and 1,000 days per thousand population for 

under age 650 In addition, based on the assumption that 

with the advent of Title XIX people would use private 

hospitals instead of governmental institutions, a per diem 

cost of $55 for 1968 was usedo 
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The Blue Cross-Prudential cost estimates, prepared 

in June 1967, related_only to the"low income standard11 cohort. 

Their cost. estimate, exclusive of ·cost of administration, 

indicated that the Division of Public Welfare's estimates 

were conservative,. approximately 43¾ under the.Blue Cross­

Prudential .estimates a 

In August 1967, the two sets of estimates now 

available were sent to the United States Department of Health, 

Education and Welfare for appraisal. This appr~isal was 

completed and returned to the Department on October 12, 19670 

The following corrunents, made. by HEW officials at the time of 

their appraisal, are worthy of note: 

11 We believe that estimating medical care costs, 
especially during this period of greater utilization 
of medical services by a larger proportion of the 
population and at what appears to be a never ending 
rise in medical service unit costs, is a particularly 
hazardous venture. 

These difficulties which include the 'many imponderables' 
aluded to by the fiscal intermediaries inevitably result 
in honest differences in opinion on the different aspects 
of medical economics including predicting medical care 
costs both with regard to estimating techniques and 

· concerning types and costs of medical dita used in the 
estimating procedureo However, all of us should agree 
that medical care estimates must be derived from logical, 
systematic estimating procedures based on objective, 
pertinent informationo Moreover, these estimating 
procedures must be amenable to evaluative testing wider 
actual operating conditions with modifications in 
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hypothesis and data formulation if estimates prove to 
be in erroro For this reason, we are impressed with the 
systematic estimating approach employed by.your Welfare 
Division in determining the parameters regarding the 
potentially eligible population in ~he three different 
income groups, the utilization rates for the different 
·medical services, appropriate medical service unit costs, 
and the offsets generated by provisions in the Medicare­
Title XVIII-Law. '.I'he estimates derived from this 
system~tic approach can be evaluated on the basis of 
actual operations with modifications, if n~cess~ry, .of 
the estimating assumptions and techniqueso On the other 
hand, the estimates shown in the summary statement 
prepared by the fiscal intermediaries are based in part 
on 'judgemental factors' which cannot be objectively 
evaluatedo We realize that the intermediaries may have 
used supporting detailed data for their calculations 
but these were not shmvn in their statement and therefore 
could not be evaluated for appropriatene~s, etc. 

We wish to reiterate that estimating costs of medical 
services exceedingly difficult even when data- on potentially 
eligible populations, utilization rates, unit costs,· and 

Title XVIII offset are available: the difficulties are 
multiplied when data are scarce or unavailable. Medical 
economists are in agreement only with respect to the 
fact that medical costs are expensive, and will continue 
to becane more so in the future: ·however, 'how high is 
up' concerning medical care estimates depends on the 
predilections and affiliations of individual estimators." 

The appraisal made by the Department of HEW was 

again for the 11 low income standard' cohort only. Their cost 

estimate fell between the Division of Welfare's and the Blue 

Cross-Prudential estimate. 
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Upon receipt of HEW's estimate~ the statisticians 

of the Division of Public Welfare extended the Federal 

estimates, based on HEW's assumptions~ and d~veloped cost 

estimates for th~ intermediate and high income st~ndard 

classifications. The extended Federal estimates and the 

canparative estimates from the three majo_r so1;1rces appear 

in Tables III and IV. 

With the inception of this current_study began a 

new round of cost estimate attemp_ts by the Department, Prudential, 

Blue Cross-Blue Shield, and the conunitteeo Throu_ghout 

these attempts, the committee has sought to keep in ~ind 

that the vast majority of our sister states who ~ave adopted 

Medicaid underestimated the cost of the program by an average 

of 25 per cent. With this in mind, the committee members have 

sought to make available to their colleagues reasonable cost 

estimateso These estimates are found in Tables V and VI. 

It is hoped that between the time any proposed 

legislation is adopted and the program_will begin, that 

further attempts will be made to improve these 

estimate so 
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MEDICAID PROGRAM FOR NEW JERSEY 

In view of the existing medical assistance programs 

being.offered in New Jersey now and the requirements contained 

in the Federal legislation, what are the possible programs 

or courses of action that could be taken by New Jersey? 

1. We could reject Medicaid and continue the operation 

of our medical assistance programs without Federal 

financial cost sharing. 

2. We could adopt a 11minimum 11 program under Medicaid 

effective January 1, 1970, with·a phase-in of 

additional participants and services to July, 19750 

3. We can adopt an above 11 minimum 11 Medicaid programo 

There is a general consensus that if we decide 

to adopt a Medicaid program, the decision should be made in 

the near future,since time is of the essenceo Prospective 

carriers, fiscal intermediaries, departmental officials, and 

interested public groups have testified before the committee 

that 18 months lead time would be desirable to 11 tool-up 11 and 

make the transition into a Medicaid program with a minimum of 

disruption. The experience of many of our sister states, 
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particularly New York and California, clearly shows that 

a major· source of difficulty hc;i9 , be,e~ the fai.L:~r~ to,, provide 

adequate time to prepare for implemen:t:,ation.'"': 

What then can we reasonably expect under each 

of the three alternatives. 

lo According to.the Depamnent of r'nstitutions and, 

Agencies, medical care expendi~ur~s fo~ categoric~! 

assistance programs and medical assistahce for the 

aged for fiscal year 1966-67 t6ial~d $30~7s8;d00o 

As shown by table vi:t, the Feder'al' gbvernment Is . .J,, 

share of. these fu~ds was $11 m:r':l.li~n, th.e State. 

share $11 million and the county share approximately 

$806 million. 

The medical. care .. expenditures _will increase substantial!¥ 
' . ·, ; ·, ~ , ... ' 

during fiscal year 19~7-68;to qlose to $~0.5 mil~iono 

By fiscal year 1969-70 it is exepcted tht. these 

expenditures will be about $66 ·million, with·the 

Federal g6vernment conttib~ting;$26.6 ~illi6no 

Failure to implement Medicaid by January 1, 1970, 

barring a change in. F,ederal law, will probably result 

in losing 1/2 of the Federal funds ($13.3 million) 
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expected during fiscal year 1969-70. This share will 

probably have to he picked up by the State, so that 

the State will probably pay $35.88 million for 

medical care for the beneficiaries in these programs. 

In additibn, counties will pay $16,780,000. These 

figures do not reflect the true magnitude of medical 

ca,re cost for the needy because the counties are 

already making additio:t?,al payments to hospitals for 

the care of indigents in excess of $10 million annually 

and the State and municipalities are also paying for 

medical care for needy persons on general assistanceo 

In addition, these figures do not take into 

consideration the substantial deficits experienced by 

non-profit.private hospitals which exceeded $16 million 

in 1965 and which can.be expected.to continue. 

It is reas~nable.to expect that medical expenditures 

for the needy will. co~t~nue to rise in the years after 

1969-70, and so will the State's commitment to these 

programso These programs will have to be carried on 
. . 

without federal assista·nce and the State will have to provide 

for the furnishing of the type of quality medical care 

to ·which our citizens are entitled. 
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In addition, having rejected Medicaid, under existing 

law, we would not be able to change dur minds and adopt 

a Medicaid program after January 1, 19700 

More than forty states have already adopted Medicaid 

programso Federal funds to support these programs 

are derived from general tax revenues. Failure to 

adopt a Medicaid program will result in New Jersey 
' ' 

residents paying for the operation of Medicaid in almost 

all of our sister states without any opportunity to 

recoup any of these.funds for the operation of our own 

~dical assistance programs. 

Lastly, without a Medicaid program, counties and 

municipalities would have to continue to expend large 

sums of money for medical assistance,and private hospitals 

will continue to operate with substantial annual deficitso 

2. What would happen if we a_dopted a "minimum II program_ in 

terms of people covered to go_into operatioµ on January 1, 

1970? 

a. Who would we have to cover? 

(1) All persons in the Old Age Assistance 
Program 

(2) All persons in the Disability Assistance 
Program 

15,000 

11,000 
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(3) Persons in the Aid for Dependent 
Children·· Program 

including 
ADC-Unemployed Parent 

(4) Persons in the Assistance for the 
Blind Program 

( 5) The c~.\tegorically Related 

(6) Those persons in the Medical Assistance 
for the Aged Program who will be 
transferred to the OAA programo (For 
the sakeof this analysis we have not 
separated those MAA recipients who 
.will have to be provided for in a 
·separate· program). 

(7)' Presumptive eligibilityo (This 
aspect of the categorical assistance 
programs was added by recently enacted 
New Jersey l'egislation effective 
January 1, 19690 We have been 
informed by Federal officials tra t if 
presumptive eligibility exists for a. 
ca·tegorical program, it must also be 
applied in the Medicaid programo) 

212,000 

19,000 

1,000 

11,000 

11,600 

16,300 

296,900 

Accordingly, an absolutely minimum program, in terms of 
. . 

number.of potential persons eligible.for medical care 

will have about 296,900 people "at risk 11
• 

.,. 
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b. What will such a ·program cost? 

The most comple_te cost estimates •that we. have been 

able to secure indicate that the annual· pei;- person 

cost for the services outlined in the attached 

recommended bill will be $330000, exclusive of those 

persons who are institutionalized, and assuming the 

calculation of physicians costs on a prevailing fee 

bas.iso If physicians were placed on a fee schedule 

basis, this figure would, be $295.00 per person per 

year. 

Adoption of a 11minimum 11 number of people program 

now will allow the State to continue to de·velop 

a medical assistance program to commence on.January 

1, 1970. It would keep us in position t·o accept 

or reject the program and expansion thereof at some 

future dateo Although adoption even now would not 

give the full lead time requested by the State 

administering agency, it would still afford the time 

to plan adequately for operation of a program under 

Title XIX. Adoption of a program would further 

permit the State to alleviate the deficits experienced 

by private, non-profit hospitals and pick up the 
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major share of the locp-1. public expenditures.now 

being made-for those p~rsons who will be covered by 

the programo 

Whether adoption of a "more than minimum persons" 
'' ; ' 

program beginning with January 1, 1970, may or may 

not.be a sound policy in the opinion,of the majority 

of the committee members, depends.on what other 

pe.rsons you are planning to include. Certain groups 

of people can be included as a separate group with 

Federal matching and without requiring expansion of 

the program to_, incl ud~ other per s_ons for whom 

Federal matching would not be available. Examples 

of the_se types of groups. have bee_n discussed earlier 

in this report. 

The majority of the committ~e members believe that 

at the inception of the program, no group should be 

covered which would require the inclusion of other 

groups without Federal matching. This position is 

taken in order to keep the program at a modest level, 

·at least at its inception, until more information is 

available as to utilization rates and other cost 

factors~ However, the foster care program is an 

example of a group that can be included as a 

~ 
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separate entityo It is a group for which we are 

now furnishing hosp:tal care without Federal fun,ds 

and for wpich we can receive Federal funds PY 

inclusion under Medicaid. 

For the foregoing reasons, the majority of the 

committee believe that the 13,000 children in the 

foster care program be included under Medicaid 

from its inception._ The modest cost of furnishing 

full health services to this group is far 

outweighed by the benefits to be derived from 

furnishing such care. 

The attached tables (Tables· V & VI) prepared by the Division 

of Public Welfare, dated July 22, 1968, July 30,1968 as 

amended August 10, 1968, are the latest availible 

cost estimates for the Medicaid program as 

~ecommended by the canmittee majority for the first 

6 months of operation (January 1, 1970 to June 30, 

1970) and for fiscal year 1970-710 

For the first 6 months of operat.i.on of the recommended 

program, at an a;npual rate of $295000 per recipient, 

the estimated additional cost to the State will be 

$20,238,500. During the same period, county 

. ! 
I 
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medical care expenditures are expected to be reduced 
' . ' ~ .. 

by $4,913,500 in terms of money spent on existing 

programs and exclusive of contributions being made 

to non-profit private hospitals a 

For the first full fiscal year of operation, additional 

State costs for the recommended program are. 

estimated to be $51,794,000 and county expenditures 

are exp~cted to be reduced by $12,170,500. 

A NEW APPROACH TO PAYMENT FOR SERVICES 

The Federal legislation allows the use of several 

methods to pay providers of serviceso The two 1nost commonly 

employed methods are direct payment by the State and the 

use of a fiscal intermediaryo Under the former method, the 

State receives the bills from providers and makes direct 

payrnento Under the latter method, an intermediary receives 

.the bills, conducts all review and .audit, and pays the bill 

with State funds advanced to the intermediary. For this 

service the ir1termediary will receive payment for performing 

these services. It is generally believed that this latter 

approach is less expensive than requiring the administering 

~gency to perfonn these additional functionso 
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A, third a:pproach is the use of underwri,ting. 
'! ~ ' ~ ';: -

Under this method the S~ate will pa:y a fixed ,prerni,.mr for 
,. ,. -'t ', • ·1• . -~ ; ;. .: &, .: ,: 

medical care insurance and the insurance carrier will be 

responsible fo7 J?.ayment o~ th~ co_st _ of, the _,servi9.~s P.:t:C?Vi_ded. 

_Although most_ states have considered using th~ un<:lerwr~ ti,ng 

m,ethod,_ only 1 , s~c1te, _, Texas has actually 

been able to have a small portion of their Medicaid program 
( :··,··' 

underwritten. The reason for th~ ~irnited use of this method 

is largely due to the inability of carriers to estimate 

costs to the degre·e of· accuracy ne·cessary· tcfassuirte the 

·. risk ·of',underwrfting- 'for a'iixed premium and the ·g~rferal 

reluctance' of' carriers to ·assUllle these risks. 

The majority of the committee believe that 

New Jersey Medicaid program. The comrnitte·e has been 'informed 

that>at least orie ·car'r:ier is now· willing ··1:.0 underwrite the 

largest-pOrt'iori'.of·our Medicaid program·for ·a fiat~prernium· 

and without profit. The portion of the program that 

persons who are institutiona.Lized. The reason foi::. this 
' ' '" . ~: ,:_ . ' ' ,., . • , • •• ~ ' ' . f I , • ,. • ' ' '' :\ '. ·,; , 

i~ obvious. Hovrey_er, these perSO!).S can. b~ hanq.led by ~he 

carrier as fiscal intermediarya 
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. ' . . . . . '\ ' 

The majorityof the committee believe that this 
' '. . . ::. ., 

device· affords- New Jersey an opportunity to add an element 

of stability to-the cost of medical care under Medicaid 

hitherto unavailable in any other state with a Medicaid 

programo· In addition, we·have been informed that the premium 

'• 

will be kept constant for 18 months and, should actual medical 
' . . ., . . . 

care costs b.e less than the premium during the period, such excess 

will be returned to the State of New Jerseyo 

In view .of. the foregoing, the committee recommends that 

the New Jersey Medicaid program be underwritten to the greatest 

extent possible, q,nd that such underwriting be undertaken by 

the lowest responsible bidder. 

Should we be unable to have the pr_ogram underwritten 

to the extent now anticipated, the majority of the 

Committee recommends that the administering agency return. 

to the: Legislature for .further instruction.sand authorization. 

WHY NEW PROPOSED LEGISLATION? 

The Legislature has had occasion this year to 

consider other proposals for the implementation of Medicaid 
( 
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by New Jersey. The major legislative proposal so considered 

has been sent to the United States Department of Health, 

Education and Welfare for evaluation. The attached letter 

indicated in great detail the areas of deficiency of 

this proposalo As is apparent from this analysis, it would 

not be possible to prepare a Medicaid program that would 

receive Federal approval with the authorization contained 

in that proposal. 

In addition, the principal proposal does not provide 

for coverage of those persons recommended by the c~mmittee 

majority, it does.not provide for adequate legislative 

controls over program d,evelopment deemed essenticil by the 

majority of the committee, no does it provide for the type 

of payment method deemed desirable by the majority of the 

committee. 

In total, the majority of the committee believes 

that the proposed legislation now pending be discarded and 

that favorable consideration be given to.the new proposal 

recommended by the majority of this committeeo 
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administration, tqereofo 

BE IT ENACTED.by.the Senate and General Assembly of 

, .. 
the State of New Jersey: 

, ",.lo Short Title. This act shall be known and may 

be cited as the "New Jersey Medical Assistance and Health 

Services Act. 11 

2. Declaration of Purposeo It is the intent of the 

Legislature to make statutory provision which will enable 
'./.-'. 

the State of New Jersey to provide medical assistance, 
.. . ,,· 

insofar as practicable, on behalf of persons whose resources 

are determined to be inadequate to enable them to secure 

quality medical care at their own expense, and to enable 

the State,- within the limft.s' o·f· funds available for any 

fiscal year for such purposes·, to obtain all benefits for 

medical assistance' provided by the Federal Social Security 

· .. ' 

Act as it now reads or as it may hereafter be amended, or 

by any ot~er Federal act now in effect or which may here-
. . . . ' 

after be.ena~t.edo 

3. Definitionso As used in this act, and unless the 

context·· otherwi.~e requi~es: 

ao "Applicant" means any person who has applied for 

medical assistance under this act. 
: , ~::; ~·. ';" ' . : 

b. "Commissioner" means the Commissioner of the 
·, 

Department of Institutions and Acjencieso 
; : -. .', \,, :· 

c~' 111:>epartment i, n{eans the Department of Institutions 

and Agencies, which is herein designated as the single 
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State agency to administer ·the provisions of this act.· 

do "Medical assistarice 11 means payments·::on behalf o'f 

recipients to providers for medical care and ser~ices. 

eo "Provider" means any person, public or private 

institution, agency or business concern lawfully providing medical 

care, services, goods and supplies authorized under this act, 

holding, where applicable, a current valid license to 

provide such services or to dispense such goods or supplies. 

fo "Qualified applicant" means a person who is a resident 

of this State and is determined to need medical care and 

services as provided under this act, and who: 

(1) is a recipient of old age assistance, assistance 

for the permanently and totally disabled, assistance for the 

blind or assistance for dependent children: or 

(2) would be eligible to receive public assistance 

under the State categorical assistance programs except for 

failure to meet an eligibility condition or requirement 

imposed under such State program which is prohibited under 

Title XIX of the Federal Social Security Act such as a 

durational residence requi+ement, relative responsibility, 

consent to imposition of a lien; or 

(3) is a child between 18 and 21 years of age who 

would be eligible for assistance for dependent children 

living in the family group except for lack of school attendance 

or pursuit of formalized vocational or technical training: or 

.. , 
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(4) is .a ~ppu~~ of a r~cipient of old age· assistance, 

assistance for the permanently and totally disabled, or 

assistanc.e :f:or the bli,nd who is living with such recipient 

and whose needs are taken into account in determining the 

amoun.~ of cas~ ~a~~nt made to the recipient: or 

(5) is a child_eligible _under Title IV of the Federal 

Social Security Act,. in f,oster placement under supervision of 

the Bu;-eau of Childr~n•s Services: or 

( 6). meets the standard of _need applicable to his circumstances 
. .- ;·, -,; . 

u11.d_er a categorical assistance program but w1:-.o is not receiving 
": ~ ; ; ' : .... .;• . •~ ' ~ ,• I ~ ~: • 

9-uch assi~tance and elects not to receive ito 

90 '.'H.ec~pient 11 means any. person who is determined to 

be eligible to receive medical assistance under this acto 
. ! ', . ;. ; ~- ' . '. . . . . ., . , . 

h. IIRe~ddent'' means a person_ living, other than 

temporarily,. within the State. Temporary absences from the 

State shall not cause a person to lose his status of a 

.. resident .~f th~ s State o 

4o There is hereby created in the Department of Institutions 

and Agencies a Division of Medical Assistance and Health 

Serviceso The Division _shall perform those administrative 

?1:ld ,opei;-a_tio~,al functions vested in the Department pursuant 

,,to _the. pr,~vis,i_ons of this act and any other functions that 

the State _Bp~rd of Control may, from time to time, elect to 

The Division shall 

consu_lt .with and_ coordinate programs related to medical 
' •. ;,1.· .·- ., . - ·- . ' • • : 

assistance and health care services being furnished by other 

state agencies to avoid duplication of efforto 
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5. Medical assistance programo The Department, which 

is hereby designated the single State agericy to administer 

the provisions of this act, through the Divi'sion of Medical 

Assistance and Health Services, by rules and regulations, 

shall implement and administer the program of medical 

assistance to provide necessary medical care and services 

for qualified applicants as provided by this acto 

6. Basic medical care and services. 

ao Subject to the requirements of Title XIX of the 

Federal Social Security Act, the limitations imposed by 

this act and by the rules and regu.lations promulgated pursuant 

thereto, the medical assistance program shall include authorized 

services within each of the following classifications: 

(1) In-patient hospital services (other than services 

in an institution for tuberculosis or mental diseases); 

(2) Out-patient hospital services; 

(3) Other laboratory and x-ray services; 

(4)(a) Skilled nursing home services (other than services 

in an institution for tuberculosis or mental diseases) for 

persons 21 years of age or older; 

(b) Such early and periodic screening and diagnosis 

of individuals who are eligible under the program and are under 

age 21 to ascertain their physical or mental defects and such 

health care, treatment, and other measures to correct or 

ameliorate defects and chronic conditions discovered thereby, 

as may be provided in regulations of the Secretary of the 
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Federal Depart~ent of Heal f.11·, EducatiOn and Welfare and: ·approvecf' ·· 

~- . 

by the Commissioner; 

·(S) Physicians' services furnishediri the 'office,.the 

patient I s home, a hospital, skilled' nursing hbm~· or ~1·sewhere: 

b 0 Subject to the limitations imposed by Federal 1aw, 

by this act~ and by the ruJ,.es and regulations proin\llgated' 

pursuant thereto, .the medical assista.nce program.may be expan.ded to 

include a'uth~rize'd se·rvices within each of the f~ll6~hig classificciticm: 

(1) Jedi~al .care not included in ~ubsectidn a'.(S-) 

above, or any other type of remedial care r·ecognized ·u:nher 
' ' 

. State law, furnished. by licensed practi t:i.oners .. wi.thin the'' s·cope 

of their practice as defined by State law,_. provided however, 

at the progr.am':s· inception such practitioners. shall.-b.e. Umit~d 

tci 'pb'd.;i,atrists and' optometrists; 

(2) Home health.care service~; 

(3') Clinic services; 

, ... (4) Dental services; 

(5) Physical therapy and related services; 

( 6) Prescribed drugs, dentures, and prosthetic devic.es; .. 

_and eyegiass~s prescribed by a physician skilled in.diseases 

of the eye or· by ari optometrist, whichever the ;individual may. 

select: 

(i) Other.diagnostic; screening, preventive, and 

rehabilitative services, and other remedial care; 

( 8) In;,..patient ·-hc;:,spi tal· services and .skilled ~ursing 

home· s·ervlces for: iridivfduals- frS years· of age or over i_n an 
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institution for tuberculosis or mental diseases; 

(9) 'Any other medical care and any other type of remedial 

care r_ecognize9 under Stat~ law,, ~pe9if ied by t_he. ~~~retary of 

the Federal Department of Health, Education and ~e~fare, and 

approved by- the Commissio.nero 

co Payments .. for: the foregoing !3ervice_s, goods and 

supplies fur.nish~ci purE>uant _to this act shall be made to 
r ' ·- •·,.: - ,_· • '.' \ '' .: . . ·;• • 

the extent p-ut:.horiz~d by, this.:aC?:t, .. the;_rules 9-nd regulations 

promulgat~d .purst.i'Imt t.h,.~reto and, wpere. appliC?able, su?ject 

to the,a,gr~em~nt of insurance provided for llnder this acto 

Every provider making a c~.aim for payment pursuant to this 

act shall certif:r .in W]'."iting that no additional amount will 

be chfLrged to the. r.~c_ipient for the s,ervices, goods and 

supplie~ ~µrn~shedo 

·. d~ · Any individual eligible for 'medieal assistan.ce , 

( including drugs) may obtain such assistance from any i.nstitut.ion, 

agency, community pharmacy, or person, qualified.to perform 

the service or services required (includin~ an organization 

which provides such services, or arranges for the,ir avai_labili ty 

on a prepayment basis) , who under 1:akes to provide ;him such . 

e. Anything in·this act.to·th.e .contrary notwithst~:pding~ 

. no payments 'for medical assistahce shall· be made upder this: 

act with respect to care or services for any individual who_ 

( 1) is an inmate' of :a -public· institution• .. ( except as a 

patient in a medicar· institution),, 'or: 

( 2) · has not attained . '65 yea.'r's · of age :and who., i ~ a 

patient in ail :t':nst.i tution for :tuberculosis or mental d~seases 0 

7. Duties of Commissioner. Under general policies 

established by the State Board of Control, the Cbmmissioner 
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is authorized and empowered to issue, or to cause 

to be issued· through the Divisio; of Medical Assistance ·and 

Health Services all necessary rules and regulations and 

administrative orders, and to do. o·:r cause to be done all 

. other acl~ and things necessary. to secure 'for the. Stat'~ of 

New Jersey t:.he. maximum. Federal f irianc.iai '·participation that 

is available with respect to a program of 'medical assistance, 

consistent with .fiscal responsibility and ~i thin the limits of 
funds available for any f isca.J.. y_ear, _and to .. the exte,nt 
authorized by· the medical assistance· program plan; and other .. 

wise to accompiish the purposes of this act, including 

specifically the following: 

a. Subject to the.limits impose·d by this act, to· submit 

a plan for medicial assistarice, as required by Titi~~irx ~f 

. the Federal Social Security Act~ to the Federal Department 

of Health, Edu~a.tion and Welfare for ~-pproval ·pursuant to 

the provisions· of such laws; to. act ror the State· in making 

negotiations relative to the submission and approval of such 

plan, to make such~rragnements~ not inconsistent with the 

law, as m~~be require~ by or ~~rsuant ~o Pederal law to. 

obt~in and r~tain such.approval ~nd-fo secure for tne· State the 

benefits of the provisions of such law; 

.ba Subject to the limits 
1

imposed by this act~- to. 

determine the amount and scope of,· ~ervices to be covered, 

that the amounts to' be· paid 'are re~soriable, arid the(i~rad.ori' 

of medical assistarwe t~- be furnished; provided, however~ ihat 

the Depart~erit shalt -provide medical assistanc~ on behalf bf 
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all recipients of categorical assistance and such other 

related groups as a:r:_e_ mand9-tory_ under- Fede7a1 laws and rules. 

and regulation!3, .. as t";he:y now are or. as, ;they may _'.be hereafter 

amended, in order. tp obtain _Fedei-:al matching funds for such 

purposes and, in addition, provide medi~al assJstance for 
' • ,.·. > ' , • • 

the foster,: chil~ren ~pecifi,ed in s~ct~on 3 ,f, ( 5) of this act. 

The medi9c1l assi_sj:anc_e provided f?r thes;e groups shall pot 

be less in pcope, dt1ra,_tion, o.r, amount ti;,.an is currently 

furnishe¢i. S'L,lch gr_oupsc'· and in addition, shall include at 

least the minimum 'set~ices ~equired under Federa'1 laws "and 

rules and regulations to ~btain. Federal matching funds for 

such purposeso 

The. Depar_tment is authorized and empowered, at such 

times as the Department.may determine feasible, within the 

limits of appropriated funds for any fiscal year,. to extend 
: :·• •• .: .;' '. . ' .' ' '. • .• i -- . ' . ·~ ' • 

the scope, ¢iuration, a_nd amount of medical assistance on 

. behalf of the_s_e grou?s of ,cat_egorical assistance recipients,. 

related. gro1..Lps a.s ,are mandatory, and foster children 

authorized, pursµant:to _seqtion 3_,f, (5) of th.is act, 

so as to include, in whole or _in pc1:r:t, the.optional medical 

services authorized. under Fed_eral laws and rules and regulations, 

and the Department shall have the ~uthority to establish and 

maintain the priori_tie_s given . such optional medical services; 

provided, ho:y,ev~r, :t,hat me di.cell assistance shall be provided 

to at le.as:t ~uch grotlps and. in_ such scope,_ duration, and 
• • ,· ',' • •·. .J• 

amount a .. s are .requiI:"~4. _to, obtain Federal matcq~n_g f~nds, 

but in no event stall me4i~al as~~stance be ~urnished under 

this act on behalf of any individuals or groups not 

enumerated in section 3.(f.) for whom federal matching funds 

cannotl::>e obtained,nor in any scope, duration, or amount in 

•· 



·-: 9 -

excess of .those f°or which federa·l matching fund-S/_can: .be obtained; 

Ca To administer the provisions o-f thf.s :a:ct;· 

do To m~e reports to the Federal Department of Health;_ 

Education arid Welfare -as from time to time m·ay be required 

by such Federal department and to the New Jersey Leg.islature 

as ·11ereinafter providedo 

eo To assure th&t any applicant for medical· assistanc·e 

shall be· afforded the opportunity for a· fair hearing by the 

Department should his claim for: medical assis'tance be denied 

or not acted upon with reasonable promptness; 

f 0 ',To p~ovide safeguards t:o restrict the use or' disclosure 

of inforinationconcerning applicants and recipients to purposes 

directly connected with' administration of this act. 

go To recover any and all payments incorrectly or 

illegally made to a ·recipient or provider from such provider, -

the recipient or' his estate; 

h. To recover any and all benefits - incorrectly paid-. 

to a provider on behalf of a recipient from such r·ecipient 

or from his estate except that no lien may"be imposed against 

property of th~ recipient prior to his death except.pursuant 

to the judgement of a court; 

i. To· take -all reasonable measures to ascertain the legal 

liability of third parties to pay for -care and services 

(available under the plan) arising out of injury, disease,· or 

disability; where it is known that a third party has a legal 

1 iabili ty, to treat such legal 1·iabil i ty -as a resource of- 'the 

individual on whose behalf the care and services are made 
of 

available for purposes _,.determining el1gibili ty; and - in any case 

where such·a legal liability is-found to exist after-medical 

assistance has been made available on behalf of the individual, 

to seek reimbursement for such assistance to the extent of such 
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legal liability. 'In any ,.case _w}:lere_, such a legal liabil).ty 

is found the Departmerit shall h~ ._subrogated .t_o the rights of the 

individua,1 for whom_ medical_ assistance was .. made ayailable,. 

j-. To .determine the method of payment of. cl.aims for 

medic.al assistance as ,follc;>ws: 

(1) To contract with non-profit organizations, _in9orporat~d 

in New J_ersey, and autJ:1.C>rizeµ. to do business pursu~nt to 

Chapter 48 or 48A. of .Title 17 of the. Revis_ed Stc;1tµtes of 

New J~~-s~y_ or with ins,urance companies incorporated and 

J.icensed to do business in the State, to underwrite., but not 
,: ;_ :_,· ',. ';' .. ' ' ,' ,:··/ ,': ·,.¥,/;' .·-

for p~,ofit, on. an insured.premium approach, t_hat_ port;Lon of 

the px:-9gram caverning. all. c.ash grant beneficicirie~-- plus c:ill 

other State cer:tif ied rec~pients of medical, assistance wi th,iri 

~:1e classes .set.forth in section 3(f)(.l) through _(6) 9f this 

act, with th,e exception of those persons wJ::io are con£ ined in 

institutions for tuberculosis and mental care or who are 

required by 111~dical nece~sity to be confined on a presumably 

perman,e11_~- basis in .. qtJ:ief m~dj_cal care institutions. by reason 

o~-di~ease or injury: 

. (.2) Any, contract. e_xe_cuted; pursuant to section. 7 _, j ,_ ( 1) 

shall provide that for those persons_ included in_ tJ;ie program .. 

but not cover.ed on. an Jmderwri t_"t;en .basis, the sarn,e carrier_ 
. .., . ' ,,. ;,,. ,_;, : . 

selected. under .. section 7, j', ( 1) sµall. ae,t a.s. f \seal. agent for. the 
• ·, \ ,"_d .. ' ' • , . , • •. • • 

Departme:iit, but not for_ profit, for such medical. ass.istance 

benefits as may ~~made -~vatlable; 

( 3 ). I.n selecting any underwriter and f i seal a9ent, the 

Department shall };)e . guided by such. con_s~derations as.: 

(a-) The Io.west re;1_p9nsible bid; 

(b) the: expel:"ience of the und_erwriter and fi$cal ag~_nt .. _. 

in c·arrying out the ··:scope· 0£ medical ,assistance benefits it??: 
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accordance with cont~actual arrangements with providers 
' . ~ 

whereby payments ·are made on behalf of subscribers or policy 

holders directly to various providers of medical serivces under 

cost reimbursement formulas or in accordance with fee 

schedules agreed upon in advance; 

(c) The demonstrated effectiveness of control mechanisms 

to assure quality of care, appropriate utilization of service~ 

and claims cost controlo 

(4) To provide that the contract shall include the 

following: 

(a) the method of payment; 

(b) that either party may cancel such contract upon 

reasonable notice to the other; 

(c) that the State shall have the right to audit the 

financial records of the carrier and providerso 

(d) that should a premium surplus develop, such surplus 

and any interest thereon shall accrue to the benefit of 

the Stateo Any such funds held on behalf of the State shall be 

invested by the Director of the Division of Investment in the 

Department of the Treasury or invested in a manner prescribed 

by such Director; 

(e) that the carrier and fiscal agent shall quarterly 

and at such other times as the State Treasurer may require 

and in such form as he prescribes, render an account of the 

expenditures of money advanced pursuant to this acto 

ko Where necessary, to advance funds to the :underwriter 

or fiscal agent to enable such underwriter or fiscal agent, 

in accordance with the terms of its contract, to make 

payments to provider; 
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1. To contract with and to pay the appropriate 

county welfare boards for investigating and 

determining whether applicants for benefits under this act 

are eligible therefor under the standards prescribed_ 

by the Department: 

m. To assure that the nature and quality of the medical 

assistance provided for under this act shall be uniform and 

equitable to all recipientso 

Bo Subject to the limitations provided in section 7 of 

this act, the Department shall (a) develop and employ such 

methods and procedures relating to the utilizaton of and the 

payment for medical care and services available under the 

plan as may be necessary to safeguard against unnec,essary 

utilization of such care and services; 

(b) assure that payments (including paymen~s for any 

drugs provided under the plan) are not in excess of reasonable 

charges (reasonable costs in the instance of inpatient 
I , . • 

hospital services) consistent with efficiency, economy and quality 

of care: and 

(c) prescribe standards that participating providers must 

meet. 

9. Subject to the limitations set forth in section 7 of 

this act, the Department shall assure that no enrollment fee, 

premium or similar charge is imposed on an applicant as 

a condition of eligibility for medical assistance under this 

act. 
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10 o Pursuant to the l,imi tations provided i;n, this act 

and the Federal social Security Act, the Department :shall, 

prepare a comprehensive medical plan whereby the benefits of 

this program will be extended in accordance with the mandatory 

schedule for providing benefits required by the Federal 

legislationo This plan shall include alternative means 

of expanding the medical care benefits and coverage provided 

in this acto Such plan shall be re-evaluated from time to 

time but no less than annually and shall be based upon a 

documented review of medical needs of low income families 

in New Jersey, a detailed analysis of priorities of service, 

coverage, program costs and an evaluation of progresso 

11.. Eligibility determination. The Department shall 

assure: 

{a) that all individuals wishing to make application for 

medical assistance shall have the opportunity to do so: 

(b) that the processing of ,applications shall be 

simplified to the end that medical benefits ~hall 

be furnished to recipients as soon as.possible. 

12. The State shall prov~de such funds as may be.necessary 

to meet its share of the costs incurred under this acta 

130 Penaltyo (a) It shall be unlawful for any person to 

wilfully obtain benefits under this act to which he is not 
entitled, or in a greater amount than to which he is 
entitled, and, further, it shall be unlawful for any provider 

to re,~eive medical assistance payments to which he is not 

entitled, or ~n a greater amount than to which he is en:titled, 

or to falsify any report required under this acto 

(b) Any person who violates the provisions of subsection 

(a) of this section shall be guilty of a misdemeanoro 
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14~ Reporting arid·Oversight., · The commissioner shall 

report to the Governor and the Legislature, no less than 

once each year, w~ich report shall include a summary of its 

activities for the preceding year and any reco:mmendations· 

or suggestions for l~gislative consideration. 

The Senate and Assembly Standing Corruriittees on 

Institutions and Welfare shall review, on a continuous bas.is, 

the development, administration and operation of the program 

provided ·for in this act. To facili'tate this review and 

oversight, the Commissioner shall submit to the Committees 

the report provided for above, the report of the Departmerit. 1 s 

program for the.progressive implementation· of Medicaid in 

New Jersey and such other reports as shall be called for by 

the Committees from time to time. 

tn·addition, the Commissioner of the Department of 

Institutions and Agencies shall submit to the Committees, 

. . 

at least once each year, a statement of eligibility requirements 
_contemplated-

under the various categorical programs, any/modification in 
such 

requirements,and estimates on the relati'oriship of/;odifications 

to case loads and costs under this programo Prior to making 
_such 

any/modification of eligibility requirements under the 

various categorical programs, the Commissioner shall report 

to the· Committees in detaii. the nature of such proposed 

modificationso 
. ' ' . 

15., Severability clauseo If any provision of this act 

or the app.lication thereof to any person or circumstance is 
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held invalid, such ,invalidity shall not affect other provisions 

or applications of the act which can be given effect without 

the invalid provision or application, and to this end the 

provisions of this act are declared to be severableo 

160 Effective dateo This act shall take effect January 1, 

1970, but all arrangements necessary or appropriate to enable 

this act to become fully effective on said date shall be made 

as promptly as possible as though this act were effective 

irnrnediateiyo 
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TABLE I 

l 

Table 1. SERVICES NOW PROVID~D IN NEW JERSEY UNDER CATEGORICAL 
AND MEDICAL ASSISTANCE FOR THE AGED PROGRAM 

and Agencies (March 27,1968) Department of Institutions 

PROGRAMS s·ERVICES 

Minimum Required A.Feti.t. b~A.A. B.A. D.A. M.A.A. 

1. In-Patient Hospitalization 

2. Out-Patient Hospital Services 

3o Physicians Services 

4. Skilled Nursing Home 

5~ Laboratory and X-ray 

60 Ho~e Health Serv~ces 

"Optional" Services 

7. Other remedia1 care by 
licensed practitioners 

8. Clinic Services· 

9. Dental Services 

10. Physical therapy 

11. Prescribed drugs, dentures, 
prosthetic devices and 
eyeglasses 

12. Other diagnostic services 

13. Mental and T.B. hospitals 
for persons over 65 

14. Private Duty Nursing 

No 

(a) 

(b).· 

Yes 

Yes 

(c) 

Yes·· 

(c) 

Yes 

Yes 

Yes 

Yes 

No 

No 

Yes 

(a) 

(b) 

Yes 

Yes 

Yes 

(c) 

Yes 

Yes 

Yes 

Yes 

No 

No 

No 

(a) 

(b) 

Yes 

Ye.s 

(c) 

Yes 

( c) 

Yes 

Yes 

Yes 

Yes 

No 

No 

No 

(a) 

(b) 

Yes 

Yes. 

.( c) .. 

Yes 

(c) 

Yes 

Yes 

No 

No 

(a) Yes, in some counties and in some hospitals, at county option. 

(b) Yes, for home and office visits, but not for services in 
hospitals or clinics. 

(c) Yes, in some counties where such services are available, at 
county option. 

Yes 

(a) 

(b) 

Yes 

Yes 

(c) 

Yes 

No 

No 

Yes 

Yes 

Yes 

Yes 

No 



-------- --- - - -------- -- - ' - - ---- ------

"TABLE IT'· 

Table IIo COST OF INDIGENT CARE NEW JERSEY NON-PROFIT PRIVATE 
HOSPITALS FOR YEAR ENDING DECEMBER 31,1965 

New-,Jersey Hospital Association 

Projection 
Hospitals for Hospitals 

ReEorted Per Bed not ReEorted Total 

Bed Capacity -7 2887 ~ 12 2408 20,295 

Inpatient - Cost of Cate $9,160,762 $1,161.50 ·. $i4 ,411,881 $23,572,643 
Recovered for this care 4,155 2840 526.92 6,538 2001 10 2693 ~.841 ... 
Unrecovered cost, 52004 2922 b34.58 7,8732880 12,878,802 

Outpa.tient - Cost of Care 1,895,930 
Recovered for this care 601,374 
Unrecovered cost 11294 255b 2203f5,f5?;4 J, 331 z 220 

Total Unrecovered Cost 6
1

,2~9 ,478 798.72 9,91~;544 16,210,022 
' 

Received ITndesignated 793,786 1,248,703 22042 2489 

Net Cost of Indigent Care $5 '505,692 $ 698.08 $8,661,841 $14,167,533 
( 

... 
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TABLE III 
. . 

REGIONAL OFi,ICE, HEW, .ESTU!ATE.5 OF' NE.1\f. JffiSEY .. TITLE XIX ·cosTS FO.a 1968 

SUPPLlllli1'1TED BY 11Ilf.r'&ll{EJ)L\TE11 AND nHIGH 11 ·COHORTS. 

Type or Services ''Lotr". "lntormed.ia ten. IIHip.:hlt 

In-Patient Hospital $ 35,992,532 $,47,839,296, $ 61,697,.316 

Nurdng -Homes -$ 49,634,645 $51,569,190 $53,018,460' 

Physicians $39,688,484 $ 49., 940,008 $61,772,908 

Prescriptions $ 2A,246,851 "." $ 21,355,033 $30,715,316 

Hospital O.P.D. $ 347,296 $ 448,700 $, 566,598_ 

Dental $18,922,309 $ 24,24-1,096 $ J0,411,420 

Other Special Services i 22080 1768 _j 231;16J,.171 · i · 2a~allQ.. 

Total $170,912,885 $20},85.6,494 $241,075,368 

. - . 

Note:· The· ID!'/ estimates do not inclwe · administrative costs. 

TABLE IV 

COMPARATIVE ESTIMATES, TITLE XIX-' .N11v JERSEY, 1968, BY 3JURCE OF E3TJJ-IATE 

ELIGIBLE POPUIA TION COHffi TS 

I 
I 
;. 

Source of.Estimate* -and- Date Prepared a1ow• •Intermedia ten ·~~ 
Division of Public 
Welfare Oct.-Nov. 1966 $151,064,915 $177,325,896 $212,074,0JC 

HEW Region Office Oct. 1967 $170,912,885 ,$203.,856,494 $2Ja.1,07S,36t 
j 

Prudential-Blue Cross June 1967 . $215,(X)().,ooo __ ff ff 

~or consistency of comparison, the above figures do not include costs of administrci.­
tion (as not included in HE,W Region II estimate). Generally, however, such cost;-­
may be estimated at 15% of the above totals. 

ffDa ta not provid·ed. 



DEPARTMENT OF INSTITUTIONS lu'!O L·k,E'NCIES 
DIVIS ION OF PUBLIC t,-TELFARE 
BU?-EAU OF BUSINESS SERVrcgs 

MEDICAL ASS IS~ANCr ·. PROGRAM 

July 22, J.%8 

SUMMARY OF COST FACTORS INVOLVIm IN IMPLfil.iENTATION OF ~ROGRAM 

The attached exhibits,• i\. thro'uJh Dl~,· -:~e:•?resent estintates ·of ·costs fo:-c a Mec''.ical 
Assistance Pro9rar11 which includes the inc'.igent persons listec1. below and all 
persons presently elf.,}ible for the Nec:.ical Assistance for the Aged program. The 
estimates excluce any concept of· .. !imccically indigent only 1 

• 

Noney _:)ayment and categorically related (A, Al\} 

ADC-Uneraployed ?arent (B, DB} 

Presunpt:~ve Eligibility (C, CC) 

Hedical Assistance fo~:- the l->-;ec"'. (E) 

Sub-Total 

Foster Care (D, DD) 

Total 

19,000 

16,300 

11,500 

296,900 

12,000 

308,900 

E:::hfoits )tthrough E are based c,n 308 ;SOO reci:,ients ·at a cost of $330.00 per 
' reci.?~~ent .\?er yec.r. Exhibits A.Z\ throu~·h DD when combined wi·th E are :::>ased on the 

same number of. recipfents, but at an estimate6 annual cos\: of $295.00 per reci_pi­
ent .inste.ad of $330.00. r1"'he difference of $35.00 per ~?erson is based on the 
assumption that pa·yments to ,0hysicians .will be r.1ade on a 11 fee. schedule 11 

.. basis 
rather than the HprevaiU.ng fee 11 basis i1.ssumec~ in Exhibits A through D. 

I. Sur.unary of Costs for the six-month period, January 1 to June 30, 1970 at the 
annual rate of $330.00 per recipient. 

,-.... Estimated Ac:.ditional Cost· (Table indicates additional State funds requj.rec'. 
1, 

in amount of $22,713,700.) .. nd redllction in oounty cos ts 

'i Money..:Payment ane Categorically 
Related (A) 

· ADC-Unemployed· Parent (B) 

Presumptive EHgibility (C) 

Total 

$31,433,000 

Medical Assistance· for the· ]) .. ged (F) 

Sub-Total 

2, 55.:.l ,000 

1,803,000 

-o-

35,790,000 

1;26j,OQO Foster Care (_D) 

Total $37,053,000 

Federal 

$18,789,300 

826,000 

1,123,000 

-2,'129,500 

18, 3J3 ,8_00 

$34,000 

$1S ,247 ,aoo 

State 

$14,2~3,700 -1,6GO,J00 

1,821,000 

~M,OOQ .. . ' -

f,335,000 -2,?05,500 

22 ,2,4'3.,;700 · --4, 767 ,5,)0 



B. Estimated Total Basic Cost· 

Money-Payi.nent .and Categorically 
Related (A) 

ADC-Unemployed Parent (B) 

Presumptive Eligibility (C) 

Total 

$38 ', 500 ,ooo 

·2 ,926 ,ooo 
2~509,000 

Medical Assistance for the Aged (E) 23,243,000 

Sub-Total 

Foster Care (D) 

Total 

67,178,000 

1,848,000 

69,026,000 

Federal 

826,000 

1,156,006 

9,192,000 

30,630,300 

934,000 

31, 564, ·300 

State 

'$19,043, 700 

2,100,000 

·. l ,~53 ,000 

14,051,000 

36,547,700 

914,000 

37 ,461., 700 

II. summary of Costs for fiscal year 1969-70 at the annual rate of $330.00 per 
recipient. 

A. Estimated Total Basic Cost 

Money-Payment and. Categorically 
Related (A) . 

ADC-Unemployed Par~nt (B) 

Presum:?tive Eligibility (C) 

Benefits 

$82,500,000 

6 ~270 ,000 . 

5,379,000 

Medical •Assistance for the Aged (E) 46,486,000 

Sub-Total 

Foster Care (D) 

Total 

140,635,000 

3,960,000 

$144,595 ,ooo 

B. Estimated Additional Gross cost of Program 

Administration 

$8,250,000 

627,0QO 

537.,900 

-· 
9,414,900 

396,000 

$9,810,900 

Total 

$90,750,000 

6,897,000 

5,916,900 

150,04S ,90·0 

4,356,000, 

$154,405,900' 

Additional Gros·s •Cost of 
Program for Year 

Money-Payment and Categorically Related (A) 

ADC-Unem~?loyed Parent (B) 

Presumptive Eligibility (C) 

Med.ical Assistance for the Aged (E) 

SUb-Total 

Foster Care (D) 

Total 

$73,7£0,000 

6,004,000 

4,221,900 

-o-

34,015,900 

2,956,000 

$8 6 , 9 71 , 9 00 
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: III. Summary of Costs for the si:t-l.\onth perioc1, January 1~ t9, J:une: 30;; 1370, at 
the annual rate of $295. 00 }?er reci:.)ient. 

A. Est:Lmatec. Aoditionai Cost (Table indicates additional State funds 
. rec.'>lirec in .amount of $20,233, 5,00 .• ) . and red u.otion in·. county c;:rs ts. 

Total 

Doney-Payment and Categorically $27,350,500 
Related (AA) 

ADC-Unemployed ?arent (BB) 

Presum~tive Eligibility (CC) 

Medical Assistance for the 
Aged (E) 

Sub-Total 

Foster Care (DD) 

. Total 

E. Estimated Total Basic Cost 

· l-ioney- Payment and Categorically 
Related (AA) 

.. ADC".'"-Unemployed Parent (BB) 

Presum~tive Elig:ibility (CC) 

Medical Assistance for the 
Agee. (E) 

Sub-Total 

Foster Care (DD) 

Total 

2,2~4,300 

1,539,500 

-o-

31;134,300' 

1,067,000 

$32,201,300 

Total 

$3tS,-117,500 

2,615,300 · 

2,2~5,500 

:/.3~243,000 

52,522,300 

1,652,000 

$6L1 ,174 ,300 

Federal 

$-1:-6, 726,000 

738,300 

1,006,500· 

-2,429,500 

·1 fr;,041, 300 

835,000 

$16,876,300 

Federal 

$17,393,000 

738,300 

1,034,500 

S,192,000 

. ,23 ,357 ,coo 

G35,000 

$2S· ,192_, 300 

State 
~' 

$12,224,500 -1,GOO ,0')0 

702,000 -lo9 ,:jUQ 

19 860. 'soo ..;;.4 , 767,500 , ·' . 

378 ,ooo -1-.;. 5 ,o:Jo 

$20,238 ,soo-4, 9 i;·i ,tu~: 

Sta. ·t.e 

$17,024,500 

'1,378 ,ooo 
. ' 

i,211,000 

14,051,000 

3~,16!!:,500 

817,000 

, . $34 ,9_81, 500 



rv. summary of Costs for fiscal year, 1969~70 at the annual rate of $295.00 per 
recipient. 

A. Estimated Total Basic Cost 

Benefits 

Money-Payment anC: Categorically $73,750,000 
Related (P..A) 

AOC-Unemployed Parent (BB) 5,606,000 

Presum:?tive Eligibility (CC) 4,809,000 

r-;e<lical Assistance for the 
Aged (E) 

su~.:>-Total 

Foster Cc:3rre (DD) 

Total 

46,486,000 

130,651,000 

3,540,000 

$134,191,000 

B. Estimated Additional Gross Cost of Program 

Ac.ministration 

$7,375,000 

560,GOO 

'::80,900 

Total 

$81,125 ,coo 

6,166,600 

5,209,900 

46,485,000 

8,416,500 · 139,067 ,SQQ; 

35~,ooo 3,894,ooo 

$8,770,500 $142,961,500 

Additional Gross Cost 
of Program for Year 

l1loney-Payment and Cates-oricalJ.y 
Related (AA) 

ADC-Unemployed Parent (BB) 

Presumptive Eligibility (CC) 

Bec1ical Assistance for the Aged (E) 

Sub-Total 

Foster Care (DD) 

Total 

$64,165,000 

5,273,SOO 

3,594,900 

-o-

73,033,500 

2,494,000 

$75,527,500 



EEtimatec1 Gross Cost of Ilenefits<a) 

Administrative Expense (10%) 

Estimated Total Basic Cost 

Deduct: 

DEP.ll..R'IMENT OF INSTITUTIONS 1-\ND l'~Gb."'NCIES 
DIVISION OF ,):>UBLIC t-:ELFlt.Ri~ 
DUREAU OF Busn-mss SERVICES 

Hl!:DICAL ASSISTANC~ PROGP.A1'1 
l~mLYSIS OF COSTS FOR l-lONF.Y-2/-1 .. YHENT l\ND 

'·CATF•:GORICALLY RELATED" RECIPIENTS C!ITHIN SCQ!.'>E 
OF C2.\TEGORICAL PROG~\J1S _ AS DEFINED i>RIOR TO 1/1/69) 

(Excluding t·L'\A) 

Fiscal.Year Six-Months of· 

19C9-70 •rotal 

$82,500,000 ·$34,375,000<0 > 

8,250,000 - CcV '1,125,000 . 

90,750,000 38,SQ0,000 

Cost of Mec1ical C;•re for Existing Programs (Ol' . .Z~ ,DA, 
AOC and AB only) 

16,960,000 ;7 ,067 ,000 (d) 

Aciditional Cost ?'J,790,000 :31,433,000 

1969-70-January 1 

Federal 

$17,187,500 

'2,268,800 

19,'!56,300 

657,000 

18,709,300 

,EXHIBIT A 
Ju'lY'"2'2, 1968 

td June 30, 1970 
State 

C2111D: 
$17,137,500 

1:/856,200 

· 19 ;.043, 700 

4,800,000 1~~00,000 

{a) For an estimated 239,000 averaje monthly money-payment re.cipients, plui 11,000 "categoric~lly_ ·rela.tee II for a to~al of 
250,000 recipients at an estimated cost q:f $330.00 per recipient. 

(b) Five months at $6,375,000 (cash basis). 

(c} Feeeral, 55~; State, 45%. 

(c~) Five months at $1,£113,400 (cash basis) .• 



DEPARTMENT OF INSTI'roTIONS AND AGENCIES 
DIVISION OF PUBLIC HELFARE 

· EXHBIT F 

JUly 30, lS68 

ll.LLOCATION OF MEOICAI,, Cl-'.lm m:P~DI'lURES FOR FISCf.J.i YEARS 1969 TO 1971 
FOR CAT:.!!GOiUCAL ASSISTANCE PROGRAMS ONLY INCLUDING, .MEDICAL ASS IS'I'ANCE 

FOR THE AGED 

1968-69 (~Zstirnate0.) * 

01a Age Assistance 
Disability ~ssistance 
Assistance for Dependent Children 
Assistance· for the Blind 

Sub-Total 
I-ledical:Assistance for the Agec1 

totals 

Total 

$ 2,700,000 
4,700,000 
7,200,000 

220!000 
14,320,000 
~4,000 1000 

$58,820,000 

MEDICAL CARE. 
Federal 

$ 1,350,000 
-o-
-o-
-o~ 

1,350,000 
22,oootooo 

$23,350,000 

EXPZNDITURES 
State County 

$ 1,013,000 $ 337,000 
2,937,500 1,762,500 
4,500,000 2,700,000 

1371500 82 ,soo / 
3 0 588 ,ooo 4,882,000 

1~!aso,ooo , 11soiooo 

$23,438,000 $12 ,0,32 ,ooo 

·(Non-Feceral share computec on basis of State 75%, County 25% for period 1/1 to 
6/30/69~) . . 

1969-70 (Estimated)~ 

OAA 
DA 
ADC 
AB 

Sub-Total 
MA1' 

Totals 

Period 1/1 

OAA 
DA 
ADC 
AB 

Sub-Total 
MA.A 

Totals 

to 6/30/70 

$ 3,200,000 
s,200,000 
8,300,000 

260,000 

16,960,000 
46,486,000 

$63,446,000 

(Estimated)* 

(• ..,. 1,333,000 
2,167,000 
3,458,000 

109,000 

7,067,000 
23,243,000 

$30,310,000 

$ 1,600,000 $ 1,200,000 
-o- 3,900,000 
-0- 6,225,000 
-o- 195£000 

1,600,000 ll,520u000 
23,243,000 17,432,000 

$24,843,000 $2S,952,000 

$ 667,000 $ ,500,000 
-o- 1,625,000 
-o- 2,594,000 
-o- 81,000 

667,000 4,800,000 
11,621!500 8,716,000 

$12,288,500 $13,516,000 

$ 400,000 
1,300,000 
2,075,000 

65,000 

3,840,000 
5,811,000 

$ 9,651,000 

$ 166,000 
5~2,000 
864:,000 

28,000 

1,600,000 
2,905!500 

$ 4,505,500 

(OAA, DA, ADC and AB canputed on a cash basis, i.e. for a five-month period.,)· 

1970-71 (Estimated)* 

OAA 
D.P. 
AOC. 
AB 

Sub-Total 
.MAA 

$ 3,700,000 $ 
5,700,000 
9,~00,000 

300,000 

19,100,000 
S3i47o,ooo 

1,850,000 $ 1,387,500 $ 462,500 
-o- 4,275,000 1,42,5 ,ooo 
-o- 7,050,000 2,350,000 
-o- 225!000 ,s,ooo 

1,850,000 12,937,500 4,312,500 
26,735,000 2otos1,ooo 6!684,000 

Totals $72,570,000 $28,585,000 $32,988,500 $10,996,500 

*These estimates preswne no significant changes in existing limitations on 
scope of medical services financed through the categorical assistance 

· · . ~:>rograms • 



TABLE VII 

STATE OF NH-J JERSEY .. ~·M~y.;J,',. 1968 
OEPA..11.'IMENT OF INSTITUTIONS AND. AGENCIES· 

DIVISION OF PUBLIC ~?ELFARB 
BUREt\U OF BUSINESS SERVICZS 

ALLOCATION OF MEDICAL CAR,S E}{PENDITURES FOR FISCAL YE7\R.S 1967 TO 1970 
FOR CATEGORICAL ASSISTANCE. PROG:t"\!-'1S ONLY INCLUDING !-lEDICAL. ASSI$Tf\NCE 

FOR T'rlE AGED 

1966-67 (Actual Expenditures) 

Old Age Assistance 
Disability Assistance 
Assistance for Dependent Children 
Assistance for the Blind 
Sub-Total 
Medical Assistance for the Aged 

Totals 

1967-68 (Actual 6 months, 
Estimated 6 months) 

OM 
; DA, 
:.:Aoc · 
'AB ;, 
···su;b-.Tota:l , .. 

MM· 

Totals 

· 1968,;_69 (Estimated)* 

OAA 
DA 
ADC 
AB 

Sub-Total 
MAA 

Totals 

1969-70 (Estimated)* 

··.oAP" 
DA 
ADC·. 

AB 

sub-Total 
MAA 

Totals 

NEDIClJ.1 CARE EXPENDIWRES 
Total Federal 

,, 

State· County 

$ 1,665,000 $ 832,500 $ 624,400 $ 208,100 
3, 6,82 ,000 -o- 1,841,000 1,841,000 
4,723,000 -0~ 2,361,500 2,361,500 

140,000 -0- 70,000 70,000 
10,210,000 832,500 4,896,SOO 4,~80,600 
20 ·, 578,000 10,289,000 6,173,000 4,11,6,000 

$30,788,000 $11,121,500 $11,069,900 $ 8,596,600 

··:-. . ,, 

$ 2,200,000 $ 1,100,000 $ 825,000 $ 275,:000 
4,200,000 -0- 2,100,000 2,100 ,0.00 
5,900,000 -0- 2,950,000 2, S 50 ,:000 

;,., :'t'·s,,,.,· .. ,i:;,, 

180,000 -o- 90,000 90,0QO 
12,480,000 1,100,000 5,965,000 s,41s,doo 
38,000,000 191000,000 11,400,000 ' 7 /500 ,000 

$50,480,000 $20,100,00Q $17,365,000 $],. ~ , 015 , 0 0 0 

$2,700,000 $1,350,000 $ 1,013,000 $ 337,()00 
2,350,000 2,350,000 
3,050,000 3,050,000 

(,700,000 -o-
6,100,000 -0-

220,000 -0- 110,000 __ 1_1_0~1_0_0_0 

l3i720i000 1,350,000 6,523,000 5,847~060 
44,000,000 22,000,000 13,200,000 BiB00,000 

$57,720,000 $23,,;350,00() $19,723,000 $1~,64:7,.000 

$ 3,200,000 $ 1,600,000 $ 1,200,000 $ . 400,000 
s,200,00~ -0- 2,600,000 2,600,000 
7,300,000 -o- 3,650,000 3,650,000 

260,000 -0- 130,000 130,000 

15,960,000 1,600,000 7,580,000 6,780,000 
so,000,000 25,000,000 15,000,000 10,000,000 

$55,960,000 $26,600,000 $22,580,000 $16,780,000 

*These estimates pre~ume no significant changes in existin,1 limitations on scope 
of raedical services financed through the categorical assistance programs. 

~ 

... 

'!" 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
REGIONAL OFFICE 

Region II 
26 Federal Plaza SOCIAL AND REHABILITATION 

SERVICE 
New York, New York 10007 

Mr. ~loyd w. Mccorkle 
Commissioner 

.. 

Dept. of Institutions and Agencies 
Post- Office Box 1237 
trenton 8 New Jersey 08625 

Dear Mr. Mccorkle: 

August 6, 1968 

Rew Je~sey Senate Bill No. 850 (1968) proposes to establish a State 
pi;ogram of medical- assistance for the needy in accordance with title 
XIX of the Social Security Act, to become effective January l, 19.70e 
the p.attern of· administration for such program would differ f.rom 
that followed in New Jersey's categorical assistance programs,•• it 
would:establish a State administered program with the role of county 
welfare boards restricted solely to investigation and determination 
of eligibility. Such boards would be reimbursed by the State agency 
for the costs incurred in such.operation. 

We have the following comments with respect to the bill:· 

(1) Fiscal Agent 

In our prior letter of May 21 comr.1enting on State Senator Mara1iti'1 
letter concerning proposed Title XIX legislation for the State of New 
Jersey (copy of which we sent you), we noted that his description of 
·the role contemplated for a fiscal agent in the program· indicated a 
possible misunderstanding as to the pernissible scope of such aa 
agent's participation. In this connection, the bill states that the 
fiscal agent: will "administer ••• , in full or in part, the benefit• 
provided for under this act for and in behalf of the single Stata 
agency," and directs the Commissioner of the single State agertey to 
ntgotiate a fiscal agent contract with an insurance co~pany o~ with 
a nonprofit hospital service or medical service corporation as may 
be designated by the Governor, pursuant to which funds will be 
advanced to such agency to make payments to "providers." (Section• 
3(10) and 6(i). 
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These prov1s1ons raise ·a. question as to the l~gislative. in't~·nt re­
garding the functions of the fiscal agent and whether thosi functions 
~ould impair the single State agency's ultimate authdtlty f~r·~~dgram 
administration. Handbook D~Zl30.S, D-5520(b), and D-5820.spell out 
the terms of a fiscal agent's participation in the program and make 
clear that those functions which are integral to fulfillment of the 
State agency's responsibilities for program administration may not 
be delegated to any other entity. 

(2) Advisory Council 

A similar question under the -single S~aCe· agency requireme.nt,Js 
raised by the provisions of the bi 11 governing. the .functions ,of the 
State Medical Assistance Advisory Council in .relation to the adminis­
tration of the medical assistance plan, which might be read as 
vestini the Advisory Council with administrati~e authority· incompatible 
with the authortty required to be vested in the State agency. Thus, 
the: openi~g. paragr~ph of section 6. directs,. .the· Go~is$ioner oJ the 
_State agency _to irnplement policies. "approved by t,h.e State -!viedical 
Assis''t:ance Advisory Council," anc:l subsecsio,n (l) thereof .r.-equ~res 
him·~o,exercise certain salient progr~m functions.llthrough the State 
M~d.ical Assi,stance Advts<?~Y Council.;' .. Such,refererices shoµld be 
r~vise,d'. .to. re,strict the furiction,. of. the., Com;cil to; servi,.ng.: iP: an 

. ·. : ad;vf,.sor:y capacity and .to x:nake Clear that th~. ~espon,s.iqil it,y :for plan 
·· aqqi:inistr'ati,on and for the deve lop111ent .. of po lie ie~, p,rp<;e~~r:e~ and 

si:an,'t°ards is vested in t~e .it'ate agen<ry.: ·.•,::. 

(3) Designated State Agency 

We note that the single State agency is not named by the prop?sed 
legislation but that the Governor is empowered ··to designate the 
par~icular,State .~epartm~n~ to ~erve in that c~pacity •. Thia means 
~~at the Departmen,t .. · m_ay .. be one· other than the. Department of 
Jnst~tutions ~µd Age9cies which is.the-single State 1agency~fo~ 

•••.purposes of .the categorical' programs •.. In (lny .event,· the act; should 
,, .. make it clear. tti,=.1t. t11e de,signated single·'. Stat~ agency has· authority 
: .. to st;ipervise county welfare boards which are· ecpow.ered to, make deter­
mitJ.iltions of eligibilitn 

It; ts,.of::fnterest to observe an implication in the bill to the effect 
tha~ the.State Department of Health is not intended to be named as 
the·itate ~g~ncy., Such implication occurs in sec~ion 9 describing 
tt,le. composition of .the Ad~iso;y Council ;to include: as ex-offi~io 

. members "the administrative heads of the stngle .State agency and the 
State Department of Healt:h or their successors in· famction." 

. ·- ·- - - ----------
. '.. ... 
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As_ provided in section 3(8), coverage under the program is to be 
limited to the categorically needy and related groups whose coverage 
is mandated by the Federal statute. However, the bill fails to 
cov~r individuals who would be eligible for ~ssistance under one of 
the categorical programs except for failure to meet any eligibility 
condition of such program which is prohibited for purposes of Title 
XIX eligibility, such as, citizenship, relative responsibility, con-
1ent to imposition of lien etc. (See N.J.S.A. 44:7-S(b) and 44:7-14). 
It• inclusion of "persons who are eligible for assistance ••• 
except for durational residence requirements 11 is too limited to meet 
the m4ndatory coverage requirement. As we advised in our above-cited 
leiter o~ May 21, 1968, this section must be expanded. (S~e Handbook 
D~4030(b)). 

The State may also wish to consider expanding coverage under the 
program to include any other indivi~ual who meets th~ _st~ndard of 
need under a categorical prograQ but who is not receiving such 
assistance, as for example, a categorically related individual who 
although needy is not willing to apply for money payments but is 
1eeking medical assistance. (See Handbook D-4O2O(2)(a)). Such 
coverage; if provided, would.not change the character of the program 
as one limited to the catet>rically needy. 

(S) Scope of Care and Services 

$ection .5 fails to include under the scope of medical care and 
aervices provision for "early and periodic screening and diagnosis 
of individuals who are eligible under the plan and are under the 

_age of 21," as required by section 19O5(a)(4)(B), effective July 1, 
1969. Also, as the bill proposes to initiate the program by providins 
the five mandatory services under section 19O2(a)(13), we wish to 
remind you of the need to assure that the plan provides at least the 
1ame level of medical services as was previously furnished as part 
of categorical assistance. 

ly reason of section 1i1(b) of Public Law 89-97, Federal matching 
under Title I is prohibited with respect to medical vendor cases 
for any period in which New Jersey will receive Federal funds under 
Title XIX. This means that the vendor payments must be discontinued 
•• part of the State's Title I plan, which plan in effect would then 
cover. money payments only. The question we raise relates to the 
effect of the termination of the vendor payment part of the Title I 
program upon the State's ability to comply with section 1902(c) of 
the Act. which provides: · 
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''Notwithstanding subsection (b),. the -secretatY,": shall: 
ndt :approve ~my s'tate plan for ·medic~l assistance: 
if ·he detetmines that 'the 'approval arid operatfon of . 

· the plan will result in a reduction tn a'.id or assistance 
(oth~i thari=so ~~ch of th~- ~id or~a~ii§tance=-~ is ·pro­

··vided':for under •·tf1e· pla:n of the State approved under 
·_thii tttie) provide1 for eligible indi~iduals:under·i 
plan of such State approved under Title-' I,; IV, X~. XIV, 

. o~ XVI,. if . 
> f .,-
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·:The import· of ·'th€! above-quoted section' as reflected in' its legisla­
tive history ls to protect the le\rel of aid insofar:, as the money 
payment group is concern~d. In other words, the prohfb·iti'on against: 
~ redu~ti~n in the level of assistance provided eligible individuals 

. urider·~·the categbries is subject.; solely to ·the exception that a State 
.:llliy reduce the ·tevc1'· of such aid to ·the extent that ,medkal care < forni~rly:•provided as 'part of :categorical assistance·>rs nowi to be 
_pro*ided a~ .Title Xi-X· asslstance. The, pro'tectlve purp·ose-sC·of 

·.' sect:ior{ 190~;(c); :apply· to.'. the money payment groups arid:, _no,t' co MAA 
· <recipients·. 'Pr6tt!!.ction:·.of the level -of medical care. mean·s that 

there ~ay b~ no ·reduction 'of the,. sp:ecific 'itefos, of tnedical'care 
formerly available to tnoney payment groups\: i ,,. 

In the event that the service·s mandato:Cily0:req,uired ·u'nder·.'the bill 
do not. encompass a 11 the medical services now being provided to 

. ; categoric~l rectpi~nt~ the mechanism- employed t·o avoid;-a···violation 
of the "1902(6). pr6hibiticm' •against redutti'<:m bf a·ssistartce· whether 
it{maintertance· need·s. ot ·111: the' medical se·r .. vice,~ could take the form 

.' of'. ~xpan'din~ the l~ems; of mahdatofy services under· Ti'tl_~ ~IX or 
., increa'sing ·the· mbney payment grant r:o cover special-'· items, ·bf medica 1 
needs, Ot'_' of providing s-u'ch',c: ite~s as nofr;_matchable ve'hdor>p'ayments. 

, . :: , .. ~)z . . :: 

; W~ note· that· New: Jersey'·s PAA program includes home 'h'ea!'tt_h·- care as 
an item of medical service, wherea·s ·section 5'(2) (b). of 'the bill 
~nclu~es. ~hi.g · ~~em as one of the :permissive services. _ ,The bill 

, shohld · t:ake co'gntzance that· effective June 30, 1970'~: -section 
' 1902_(~?(13) (A) will requite the State p Ian to. iJrOvide home: health 
set:vi'c:es. to ·any· ind ivtdual '.eligibl~ f'or! ·skillet:l 'nu~,s(iri'g home 
services. ; (Sectton, 2°24- of Public Law 90~·248)'/ 

·' -·' '.,: . ' . '. 

We also note that: id 'listing the setvic.es' T,iJhich the State· agency 
1Day ~lec:t to atld: 'to the· plan, the bill :-,foes 'not take ·advantage of 
the full scope of sefvices for which F·'ecleral: financia::l, pa·t';:ticipation 
is available, since it omit:s coverage: of prlvate dut'y :nursing services 
and an omnibus clause of the type sent forth in s~ction 1905(a)(l5) • 

• 
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The bill does not refer to or evidence recognition of the llmitation 
on Federal matching set.forth in clauses (A) and (B) of section 
1905(a) relating 'to inmates of public institutions other than patients 
in a medical institution and individuals under 65 in an institution 
for tuberculosis or mental diseases. 

(6) Relative Responsibility; Recoveries, Etc. 

As State law imposes a duty to support on specified relati~es 
(N.J.S.A. 44:4-100, 44:4-103, 44:5-19.9 - 44:5-19.JO), .we recommend 
inclusion in the bill of a new section reading somewhat as follows: 

''Notwithstanding any other provision of law, the 
financial responsibility of any individual for any 
applicant or recipient:· of medical assistance shall 
be disregarded unless such applicant is such indi­
vidual's spouse, or child.who is under the age of 21 
or is blind or permanently and totally disabled." 

Similar clauses should be added to conform State law to the Federal 
requirements under section 1902 (a) ( 18) re: liens and recoveries 
against the property of individuals receiving assistance (N.J.S.A. 
4!+: 5-19. l - 44: 5-19 .8, 30 :4-80. 1 - 30 :4-80 .·4). We would suggest 
that section 6(g) of the bill which refers to recovery of incorrect 
ben~fits be revised to read: 

"To recover any and all benefits incorrectly paid to a 
recipient from such recipient or from his estate except 
that no lien may be impose,d against property of the 
recipient prior to his death except pursuant to the 
Judgment of a court." 

The bill makes no reference to a prohibition against recovery or 
adjustment of assistance correctly paid. Although State law 
authorizing recovery under the categorical programs might be inter­
preted as having no application to medical assistance, it would be 
preferable to remove any ambiguity by affirmatively providing that 
such provisions would have no application herein. 

(7) Methods of Administration 

Section 6(1) of the bill which appears to be designed to conform 
with section 1902(a)(30) of the Act does not fully accomplish such 
objective. 
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suggest t~at clauses (1) and (2) of subdivision (1) be 
·t:o read: 

"to df!~~'iop ~uch mehhods a~d. procedures relating 'eo .the 
utilization of and the payment: for medic:al care' an~' 
jervice~ a~a{lable un~er the'plan as_~ay be:nec~~~i~y 
to safeguard against u~n~cessary ~tilization of s~ch, 
care and services and to.assure that payments (including 
payments for any drugs provided under the plan) ar~ not 
in excess of reasoriable· charges consistent with efficiency, 
economy and qualit.Y c,f care •. '.' 

·· If the St.ate ad'o.pts 'this recommended reference to payment. in 
• accordance·with reasonable charges, the bili should also seek to 
avoid misunders~and~ng as to charges for. hos.pital se,rvices· by 

. . adding the requiremen·t of section l902(a) (13) (D) that payment under 
... the pla_n:,·- for_ inp_atient; ·hospital se.rvices shal.i be made on the basis 

of i::e~sonabie -cost. _ , . . · . 

· Section 8, relating to financing the ,_program,. obligates the State 
.··c:~· pr·ov'ide. n~cessary fu~dS to the extent that: Federal. funds are not 

',J,'1a~tabia: for t:he "bet\eiits'' provided under this' act. :·The limitation 
':"tp ''.,pa'yment:s fo'r' 'medical asaistal}Ce without inc;l4ding cost~: of adminis­

. ':tratton fs no ·?oub·t attri_butable to .oversight. Correctton· is indi­
·1ca'.'ted• . by 're\rising line - 2, page 6 ,: to r.e~d :· - "to. _pay :tqr :.:the expend i-
tures incurred under this act,. 'the State· shall • • • • " 

~'(9·f Ptic,r Vendor ·Payments ·for Medical Car.e 
': .. ·,I [;.<\: :J f,'1~ J·, _: . ' :· . . : . . .-

· As· :·the :Sta.te int·ends to. abolish its cur~.eqt programs of vendor pay-
. me11t£s '·for medical services. upon establi~._hment .. o~ '.th.e· Title XIX 

program, the bill should provide for such repeal,· effective as of 
,the effective date of the new prog~ai:q., _(N.,J.~.A•: 44:7-7~::-- 44:7-84) 

i'1ol Misceilan'eous 

Other ;pe>int:s. to be' t~k-en .into acco'unt' when' the submittec(bill is 
. redrafted inctu~e the fol;PWing: .. 

a) lleview of the State's buy~.in agr.eement w.ith the · 
Social Security Administrat;ion under $'ec:tic,n -1843 
of the S.ocial Security 

5
Act; 

'I 



• 

cc: 

(b) Deletion of the term, "benefits," wherever it occurs 
to describe vendor payments for medical assistance 
on behalf of eligible individuals; 

(c) Clarification of the definitions of applicant and 
recipient to relate those terms to medical assistance; 

(d) A commitment to provide high quality care under the 
act;_ 

(e) Inclusion of additional groups of children as 
categorically needy (without adding medically- needy 
children) who do not qualify under the State's AFDC 
plan if based on reasonable classification. (Handbook 
D-4040.5} 

Sincerely yours, 

, (}}J.. 
)f :ls-c~'tJ;{;:,~ 

URegional Commissioner 

Mr. Engelman 

. ' . ~ ~ 

"-:; 
• ' ~ I • 

• 

,. 

• I 

7 
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VIEWS OF THE MINORITY 





DEPARTMENT OF INSTITUTIONS LND l:..GgNCI:GS 
DIVISION OF PUBLIC r:·ELFl'.-ItE 

Bmllili.U OF BUSINESS SE:1:!.VICES 

HEDICAL l,.SSISTANCP. .2ROGRAI'-i 
· ANALYSIS OF COSTS FOR l> .. DC-UNEH:?LOYED ::'ARENT ~IlOGRAl-1 

EXHIBIT .D 
· July 22, 1968 

Fiscal Year 

1969-70 

Six-Months of 1969-70-January 1 to June 30, 1970 

Estimated Gross Cost .of Benefits Ca) 

Unem_i_1loyed Father--Fec .• Definition 
(9,500 persons at $330.00) 

Other Unemployed ancl Underemployec~ 
(9,500 ~?ersons at $330. 00) 

Total Cost of Benefits 

Administrative -Expense (10%) 

Estimated .Total Basic Cost 

De<Suct:· 

Cost of Medical Care for Existing Program (State 75%, 
counties 25%) 

Ac":ditional Cost 

$3,135,000 

3,135,000 

S,270,000 

.627,000 

6,897,000 

893,ooo(e) 

6,00'1,000 

Total 

$1,306,00Q(b) 

1,306,000(L) 

2,612,000 

314,ooo<c> 
2,:326,000 

372,000{d) 

·2, 554,000 

(a) For an estimated 19,000 recipients at an estirn2.ted cost of: $330,.00 per recipient. 

(b) Five months at $~1,200 (cash basis). 

(c) Federal 55,, State 45%. 

(c) Five months at $74,~00 (cash basis). 

(e) Estimated annual cost of $47 .. 00 for ea.ch of the 19,000 recipients. 

Fec~.cral State Coptz 

$S53,000 $ 653,000 

-o- i,306,000 .· 

653,000 1,959,000 

173,000 l~l,000 

826,000 2,100,000 

-0- 279,000 ~3,000 

32~,000 1,8 21:., 000 -tS • OQO 



m:.:•J\R'.!.l''m1'1T ·OF iINS11I 1rtr.~tCNS: iu-JD i'.1-.. GENCIES 

DIV·W-ION· 0 0F· :i:>EJBLIC : 1RLH:.llli' 

f:UHEA.U OF BUSINLSS SE\~VICi~S 

l !:~DICAL l:.SSIS'i.1i::.tJC:C ~i?ROGPJ'.J·-1 

. l\Nl\LYSIS OF COSTS ron. l .. D!)I'fiOHI:.L PERSONS 
GIU\J."\JTED 2":,SSIS:11':-.NCE UNDER ALL CAT}:GORICAL PHOGHAB:3 

ON P!W:SUI1PrJ~IVE ELIGIBILITY EAS lS - · ·· 

EXHIBIT C 
· July ,..22, 1958 · 

F'iscal Year· 

1969-70 

Sh:lt-,i6~ths of J.96~-70-Jariuary 1 to June 30, 1970 

Total 

Estimat.ec Gross Cost of Benefits (a) $5,379,000 $2,240,000(b) 

537,900 269,0QQ(C) 

5,916,S00 2 , 509. ,ooo -

Deduct~ 

1,695,ooo<e) 16t~ooo<c.> 

~,221,900 1,203,000 

J?ederal 

$1,008,000 

H:_G ,poo 

1,156,000_ 

28,000 

1,128,000 

State Coyt, 

$1,?.32,000 

1_21_,pQO 
' . : - - .' 

1 353000 , . , .. 

509-~000· -~-..l6g ,ooo 

84~ ,009 -16~ ,ooo 

; {a) For, ,:-.n, E:~fi;:Jmc1te<1 15,3-Q0 ,avero.Je monthly recipients at c:m estimated cost of $330.00 ·.?er 1:ecii?ient. 1\p:?rm:-ii·.i.ately 90% 
of r~cipients ~.1ill be elig1.Lle for Fe~eral J?articipation. 

(b) Five m:,-nths at $44:0 ,000 (cash basis}. 

(c1 ) Five months at $JA1,200 (cash Lasis).-

(e) Estimated. ~r.nual cost of $104.00 :co:: eo.ch of the 16,300 recipients. 
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Estimat~ Gross Cost of Benefits(a} 

i .. aministratiye Expense (10~} · 

Estiniat.ec! ·Total Basic Cost 

Deduct: 

DEPAI:.'I'MENT OF ItJSTITUTI-ONS AND hGBNCIES 
DIVISION OF !:UBLIC ~;ELFAI:J.!! 

BUREAU OF BUSINESS SE~Wicgs 

· 1-iEDICAL 1\SSI0TANCE PROGRl\Jvl 

ANALYSIS OF COSTS FOR FOSTE:R ChRE ~.'ROG RAM 

Fisca.l Year Si~~-Months 

1969-70 'rotal 

of 

$3,S60,000 $1 650 ooo<b> , ., 

3SG,OOO 190,ooo(c} 

4,355,000 l,J40,000 

Cost of F.xisting Program (State 75%, Counties 25%) 

Additional Cost 

1,400,000 

2,956,000 

s3s,000Cd) 

1,263,000 

1969-70-January 

Federal 

$825,000 

109,000 

934,000 

-0-

93~,-000 

(a) ·For an estimated 12 ,ooo averaJe rnonthly children at an estimated cost of $330.00 per child. 

{b) Five mcmths at $330,000 (cash basis). 

(c) Federal, 55%; state,. 4590. 

(d) Five months at $~17,000 (cash basis). 

1 to 

~~XIIIBIT D 
July 22, 1960 

June 30, 1970 · 

State Countz 

$325,000 

89,000 

~14,000 

439,000 146,000 

475,000 -146,000 



DEP.An111ENT OF INSTITUTIONS AND AGENCIES 
DIVISION OF -'PUBLIC FELFl-.RE 
BUREAU OF BUSINESS SERVICES 

MEDICAL ASSISTANCE PROGIW-1 
ANi'..LYSIS OF COST FACTO:::tS RELATING TO MAA 
PROGRl\M - NOT REFLECTED IN 0'1.'HER g;mrnITS 

EXHIBIT E 
July, .22, 1968 

Fiscal Year 

1969-70 

Sb~-Months of 1969-70-Ja.nuary 1 to June 30, 1970 

Costs For Inc.i viduals Now :'!ecei ving MAA 

1-fursing· Home Cases Eligible for OAA Program 
* (5,000 ~t $350.00 _for 12 months} 

Penta1· and TB cases gii~ible for OP~'\ Proqram 
-1:~~ (3,650 at $390.00 for 12 months) 

1~er;1aining Nl\A Cases (Not P.liCJible for 
O.ilil~' Prograr.r) · 

-· · N\1:rsin9 iI~me · cases 
.,,(1,800 at $312.00 for 12 months) 

1i~~-it:al and TD Cases 
(650 at $312.00 for 12 months) 

H6spit:al1 Care Cases· 
ciao at $150.00 f9r,1i r:-.onths) 

), ' '.~. ': ' - ' . . . . 

Home . Heal th care Cases . 
. (300 at $50 .. 0P for.12 :mont;hs) 

Gross Cost of Benefits 

Dec.uct: Cost o_f ExistinJ UA.L"'.\ Program 

Acldi tl.onai Cost 

Es·tinate of cases which will he cl:i.gi2.)!e for tne Old 
··· 5,000 (7~ 9.s) of .,che 6,800 l\ltlrsinJ' I-lon1e Case~. 

Total 

$21,000,000 $10,500,000 

15,763,000 7 ,oc,1 ,o_oo 

6,744,000 3,372 ,ooo 

2,,B~,000 1,217,000 

360,000 130,000 

180,000 90,000 

46,40-G,OOO. 23,243,000 

46",~86 ,ooo 23,2~],000 

-0- -o-
Ag:e Ass:i.stiince pr_cy;rar.1 •. 

*-1: 3,650 (85%) of the 4,300 cases in Public Mental ai:,.d TD Hospit_al::., 

Fc&eral State Cgyu 

{, 5 , 2 so , 000 $ 5,250,000 

3,S~2,000 _ 3,942 ,ooo 

-0- 3,372,000 

-0- 1,217,C'CO 

-0- 180,000 

-0- 90,000 

S,192,000 14 ,os(,ooo 
' ,. ·-

11,521,500 . 8 716 000 2,905,500 
I ... I . ... 

-2,429,500 5,335,000-2,905,EOO 



_ DEP?/_;:?:1-::~NT CF INSTITU'rIONS :·~HD AGElicn;::; 
lJIVISION OF ??UBLIC !; ·J,:L1''i~P-E 

LUilill\U OF BU3INESS SERVICES 

1-nDIChL 2~SSISTANCE ~:?ROGPJ'J,1 

AlW,LYSIS OF COSTS FOR i-lONEY - PAYI-ir.i'.-'JT 
AND ,;CATEGORICAL!,Y P.ELATmY' PJ:i.:CL"'lIENTS 

_ n-; ITH IN SCOPE OF CATEGORICAL PROGRAMS AS DEFINED PRIOR TO 1/1/69) 
(Excludin,J HAA) 

Estimatecl Gross Cost of Benefits(a) 

P.1.cmihistrative' :icpehs'e (10%) 

Estirnatec:1 Total Basic Cost 

Deduct:' 

Cost of 1-Ieclical Care for Existin•J Programs (OAA, DA, 
ZU)C and .AB only} 

P.1.dditional Co$t 

Fiscal Year 
1969-70 

$73,750,000 

7,37s;ooo 

Bl,125,000 

16,960,000 

64,165,000 

Si:::c-Months of 1969-70-Januai.-y 
Total Fec~eral 

$30,730,000(b) $15,365,000 

3,687,SOQ(C) 2,028,000 

34,417,500 17,393,000 

7,067,000(G) 667,000' 

27,350,500 16,726,000 

July 27, 1S6J 

1 to June 30, 1970 
State_ Cogtz 

$15,365,000 

1,659,500 

17,0211,500 

4,800,000 1,609,000 

12,2~4,500 -1,609,00( 

(a)' For an estimated. 239;000: average monthly money-payment recipients, plus 11,000 "categorically related': for a total of 
250,000 recipients at an estimated cost of $295. 00 per rec_ipier1to 

(b) Five months at $6,146,000 (cash basis). 

(c) Federal, 55%; State, 45%. 

(<l) Five months at $1,413,400 (cash basis). 



DE!?AR~('i-1EN'f OF IHSTIW'rIONS /~Nr.1 1\GBNCIES 
i)IVISION CF PUBLIC : 'LT.,FMIB 

EUHEl~U OF BU3IN~SS SERVICl::3 

· · hELICAL ASSIS'l.'l\NCE !?P..OGIW:1 

"WALYSIS OF COSTS F'Oa i-illC-UNUIPLOYED PARENT PROGI'~) 

: Bstirnated G1:0u •Costs of Benefits (a). 

-~loyed Pather--Fed. Definition 
(9.,500 penons at $295.00) 

Ot:her unemployed an& Underemployed 
·(9.500 perions at $295.00) 

' . , . 

'l\'ltal Coat of Benefits 

· Administrative Expense (lO•> 

Estimated Total Basic Cost 

Deduct: 

Cost of ~edical Care for -~d.sting :Orogram (State 75~, 
c~~ties 2si). 

Mditional Cost 

Fiscal Year 

1969-70 

$2,303,000 

2,003,000 

5,606,()00 

560,uOO 

6,166,500 

·393 ,000 (e) 

S,·?7'3,500 

Six-Months (,f 

Total 

$1,168,000(b) 

1,168,00Q(b) 

2,336,000 

2ao,Joo<c> 

2,616,300 

312 ,·ooo v., 

2,244,JOO 

(~~- For an _estima_ted 19,000 recipients ,~t, i3:P e.stirnated cost <?f_' .~295.QO per reciJ?ierit. 

(b) Five months at $233,600 (~a~hbasis). 

(c) Federal 55%, State ~St. 

(d) E'ive Months at $74,400 (cash basis). 

(e) Estirnatec. annual cost of $47 .oo for each cf the. •19 ,c:,>O0. r~cipient:s. 

1969-70-January 1 to 

Federal 

$504,000 

-o-

SC~ ,000 

154,300 

738,300 

-o-

738~300 

m~HIEIT BB 
July 22, 1968. 

June 30, 1970 

State -
$ 584,000 

1,168 ,ooo 

1,752,000 

126,000 

1,878,000 

219,000 n,ooo 

J., 599,000 ~:., ,00,0 
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Estimated Gross Cost.of Benefits(a) 

Administrative E-.. cpense (10%) 

Estimatec Total Basic Cost 

Deduct: 

DEPllliTI·JENT O?' INSI'ITUTIONS P .. ND I:,.GENCIES 

DIVISIOlJ OF PUBLIC PELFAHE 
BUHEAU OF BUSINESS SERVICES 

MEDICAL ASSIS'l~NCB PllOGRAM 
ANALYSIS OF COSTS FOR ADDITIONl\L PERSONS 

GP.ANTED ASSISTANC:C UNDER ALL CATOOORICAL PROGRl'-~MS 
ON PlIBSUl1PTIVE ELIGIBILITY BASIS 

Fiscal Year Six-Months 

1959-70 Total 

of 

$4,809,000 $2,oos,ooo<b) 

430,900 211:0,sdo(c) 

5.,289 ,900 2,245,500 

Co~t bf Medical Care for J~::isting Programs 1, 695.,000 (e) 

3,594,900 

706,000(d) 

1,539,500 _Acldi ti~nal Cost 

1969-70-January 

$ 

Federal 

902,000 

132,500 

l,03~,500 

28,000 

1,006,500 

1 to 

E~~IUBIT CC 
July 22, 1ss;_:: 

June 30, 1970 

State Uogntz 

$1,103,000 

108,000 

1,211,000 

so9,ooo 16~,ooo 

,702 ,ooo-169 ,ooo 

(a) E'or an estimated 16,300 average monthly recipients a-t a stipulated cost estimate of $295.00 r>er recipient. 

(b) Five months at $401,000 (cash basis). 

(c) Feqeral; 55%; State, 45%. 

(d) Five months at $141,200 (cash basis). 

(e) Estimated annual cost of $104.00 for each of the 16,300 recipients. 



Estimated Gross Cost of Bentfits(a) 

Administrative E::pense (10%) 

Estirna ~~~1 Tot~l Basic Cost 

Deduct: 

DEP;:i P.'11 i:O◄'.i1'.£' OI IW:,rfITU'L'IONS l-frTD AGEPCI::;:s 

f) rvnaotJ OF ::?UDL IC ~ 'ELFl:.n.::i~ 

LU:~ill\U OF DUSil'J~SS SEnVICL~; 

L;..:.DICAL · 1lSS ISTZ\NCE PROGH .. 7.\l-I 
;\Nl~.LYSIS OP. COSTS FOR FOSTER CA:::1-1: ~)OOG,:JU•:1 

Fiscal Year Six-Hon·chs 

1969-70 Total 

oi 

$3,S~0,000 $1,475,oooCh> 

354,000 177,ooo(c) 

3,39~,ooo 1,652-,000 

Cost of Existing Pro~rar1 (State 75%, Counties 25%) 1,100,000 585,000 (t) 

Jl..c~<., i t:ion,al . Cost· 2 ~:49~ ,ooo l ,CG7 ,:ooo · 

196S-70-Januar;.1 

Fcc"lej.:-al 

$737,500 

·••.'• S7,50() 

335,000 

--Q ... 

835,000 

(a) :For an ·estirrtated:;12 ,000 avera9e monthly children at. a ·st.ipula·tcr~ cost estimate at' $295.00 per chilc. 

(c) Federal, 55%; State, 45%. 

(-d) __ F,tye -months at. $117,000 .. (cash basis). 

1 

i_:;~.~E ID1'1, f )!) 

Jul.y 2?., l9S'J 

to June 30, 1970 

State 
CollllSI 

$737,500 

. 79,500 

817,000 C 

,~- < -.. 

439,000 146,000 

378,000 -146 ,000 
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DIVISIONAL Of'FICU 
12• IEAST HAN0VIEII eTIIDT 

TIIIENT0N, NIEW JIEll.ltY 

TIELl:P'H0NIE 

AIIIEA CODIE •oe 

itatt iif l,m Jrrsrg 
DEPARTMENT OF INSTITUTIONS AND AGENCIES 

DIVISION OF PUBLIC WELFARE 

July 30, 1968 

Assemblyman Richard J. Vander Plaat, Chairman 
Com::'.ittee on Institutions anc. ~:elfare 
State· House 
Trenton, New Jersey 

Dear Sir: 

ADDRK■■ RE~LY TO: 
aTATK 01' Nl:W .JateKY 

DIVISION 01' .. U■LIC WSLl'AIIII: 

"· o. ■ox 1e.a7 
TllaTON, NIIW .JKQl:Y o••·· 

This transmittal supp.:ements infonnation c1.ated July 22, 1968 which was furnishec~ 
to your Committee at the meet.:i.ng of July 24, 1968 with Mr. Y7echsler, Mr •. :ietitc, 
et al.· 

The attached exhibits, A through E, represent estimates of costs for fiscal year 
1970-71 for a Medical Assistance Program which includes the indigent 9ersons 
listeQ below and all persons presently eligible for the Medical Assistance for 
the Aged program. The estimates exclude any concept of "medically indigent 
only". 

The listing also shows a comparison of person estimates prepared by the Depart­
ment of Institutions and Agencies and by Blue Cross for fiscal year 1969-70. 

Ole A0e Assistance 
Disability Assistance 
Assistance for Dependent Children 
Assistance for the Blind 
Categorically Related 

Sub-Total 
.P .. DC-Unemployed :.'arent 
Pre_SUT,l;?ti ve Eli qibili. ty 
Me~ical Assistance for the A3ed 

Sub-Total 
Foster Care 

Total 

1969-70 
Blue Cross 

15,000 
11,000 

200,.000 
1,000 
5,000 

232,000 

Department 

1s·,ooo 
11,000 

212,000 
1,000 

11,000 

250,000 
19,000 
,16, 300 
11,600 

296,900 
12,000 

308,900 

1970-71 
Department 

15,000 
11,500 

242,000 
luOOO 

'12,000 

281,500 
23,000 
13,000 
12,200 

334,700 
13,000 

3~7,700 

Exhibits A through E are based on 347,700 recipients per year at an estimated 
annual cost (as per your request) of $295000 per recipient instead of the 
$330.00 fiJUre used in certain c,ther estimate~. The difference of $350 per person is 
base6 on the assum~?tion that payments to physicians will be made on a "fee 
schee.ule" basis rather than the •:prevailing_,fee" basis. 



Assem1.:-lyman Ri.charf J. Vander Plaat, Chain11an 
Cor.1mi"i::tee on Institutions ant: ~,,!el fa1·e 

July 30 1 1%8 
Pa}€ 2 

I. sumrharyof costs for fiscal year 1970-71 a.t the annual rate of $295.oo·per,' 
recipient. 

A. E'stimatec Additional Cost to _Fece·ral and Sh:.te 8<:vernments 
county co1t1 

Total Federal 

and redu.etion 

State ---

in 

C-:,ttrtY 

honey-Payment ane categorically · $72, 2,:,7, ~·-oo 
Rel a tecl (A) 

$32,321,000 - 4, 3 )! , 500 , 

6,267,500 l!: I L~ 9 7 I O Q Q -299,000 

3 ,'.351,000 1, 7'":.,3 ,000 -475,000 

ADC-Unemployed Parent (B) 

Presumptive Eligibility (C) 

~edical Assistance for the -o-

2 I 06'~' 1 500 

:;:,S03,000 

-5,669,000 12,353,000 -s,ss,,ooo 
2\gecl. (E) 

Sub-Total 

Foster Care (D) 

Ac-:ei tional Cost 

8 2 , 3 7 5 ·, 8 00 

2, 6.U3, 500 

84,994,300 

43,242,390 

2 ,12B, 500 

45,370,800 

so, so4 ,090 -11, 770 ,50C· 

390·,ooo · -400 ooo 
51, 7S~ ,000 -12, 170 50C 

B. Estimated Federal and State share cf Total Basic Cost (Cost J?rior to 
deduction \Of. the· cost · of t.&'1e existing pro9r~lfS ); , 

Money-Payment and Categorically 
Related. (A). 

; . ADC-Unemployed Parent --(B) 

Pr:es~mptive Eligibility (C) 

Medical Assistance for the 
AJeC: (E) 

Sµb-Total 

Foster Care (D) 

'l;'otal 

'!'otal 

$91, 3~\7, 300 

.,7, 463, soo·· 
s,201,000 

53,470,000 

158 ~i:H',800 

4,21:3,500 

162,3(0,300 

$4:-6, 0~38 ,8 00 

·21.069,500 
.. ' . . i ,, .. 

· ' 2,632; 000 . 

21,066,000 

. 71,906 ~300 

2,1.23, 500 

State· 

$45,253, 500 

· 5~~S4,000 :. 

3',:l.59,0~0_. 
j 

32,404 ,ooo. 

8 6 , ·215 ·, 5 CO , 

2,090,000 

38,305,500 

c. :- Zmalysis of Es.timated Basic Cost by Benefits anc. Aclministration (Cost prior 
· to deduction. of· the cost. of· the e:dstin:.1 _prc,J.2.·ar,1s) 

Total Benef i,t.s, · Administration ---
Boney-Payme~t and Categorically $91,3,::n ,300 

Related (A). 

ADC-Uneraployed· Parent (B) 7,463,500 

•. Presumptive Eli9ibility (C) 5 ,B-11,000 

. Med.ical 'Assistance fer the 
Agee-: (E) 

53,470,000 

6 785 000 I ., . , ,.I . 

s,31b ,boo 
53,470,000 

Sub-Total 158,121,800 148,608,000 

Foster care (D) 4,218,500 3,835,000 

· Total 1'62 ,340 ,300 . • -152";443 ,ooo 

fJ78, 500 

-s31, oo·o· -

-0-

S,513,800 

383 ·; 500 

S,897,300 

"I 
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Assemblyman }tichci.rd J. vancler Plaat, Chairman 
Comr:1i ttee on Institutions and ':'?el fare 

JUly 30, 1g68 
PaJe 3 

I I. Mee ical Care Expenti tu res for E:~is tin') I.>ro,11.·ams 

Exhibit F reflects the allocation of estimated medical care expenditures 
for fiscal years 1969-1971 for the existing categorical assistance programs 
inclucing Medical Assistance :for th~ Aged. In other words, this reflects· 
the medical care costs, and the eistribution thereof, that must be 
untici:?atef without re;ard to a Title XIX program. 

FollowinJ is a listing of the estimated re~uctions in county costs for 
the :?eriods indicated that would result from the State's absor.-9tion of 
the county share. 

lSS8-69 fiscal year $12,032,000 
DoH not 
inolud• 1S6S-70 .fiscal year $ 9,651,000 
J. DC -U, 
pree, 1/1 to 6/30/70 (G months) $ ~,505,500 
eU~ibiliW, 

1S·70-71 fiscal year $10,996,500 roater 

The :reductions indicated o.o not mean that the counties will be abie to 
reGuce their current a9propriations by the amounts indicated. Since the 
,')roj ected estimates for the periods indicated incor:9orate increases in 
costs of medical care that are estimated to occur in any e,vent, the figures 
sim:?lY indicate the amount by which the funds to be contributed by the 
counties for the periods indicated would be less than would oth~:a:wise·have 
been required. 

~?e · are developing new estimates of the costs that are likely to be ·incurred 
by a Mec~ica.l Assistance Pro,;rram in New Jersey for fiscal year .1975-76 and 
will make such estimates available to your Corr.mittee as soon as they are 
avai::_aJ)le. 

Sincer;rurs, / 1: /! 

I /· r .. , 
, / . •'. 'I: ;t_/(/~_·),-.'·, ,·/ / , / l/, 

Irving· J. Engelman, Director 
Division of Public Welfare 

care 



DEPARTMENT OF INSTITUTIONS AND AGENCIES 
DIVIS ION OF PUBLIC 'WELFARE 

MEDICAL ASSISTANCE _?ROGRAM ---­
ANALYSIS OF COSTS FOR MONEY"!"~AYMENT 

AND "CATEGORICAL~Y _ RELATEDl1. nECIPI~lTS 
(:'!ITHIN SCOPE OF CATEGORICAL . PROGRAMS AS -:DEFINED 'PRIOR TO 1/1/69) 

(Excluding MAAl 

Estimated Gross Cost of Benefits(a) 

Acministrative Expense (10%) 

Estinated Total Basic Cost 

Decuct: 

Cost of Nedical ca.re for &dsting Prosp:ains (OlJ\.., DI\., 

l\.DC and AD only) 

Z:-.dc1i tional Cost 

Total.· ,Federal ---
$83,043,000 $~1, 521,500 

3 , 304, ~00 (b) 4,567,300 

91,3t!7.,3.00 46,0SG,300 

lS ,100,00Q- 1,850,000 

- 72,247,300 44,/.38,800 

EXHIBIT A 
JUly -30, 1968 

FISCAL YEAR 1.97 0-71 

State Copp 

$~1,521~500 

_3,737,000 

. ~5 I 258 ,·SQQ 

(a) For an estimated 269,500 average monthly money-payment recii:Jients_,, r,lus 12,000 "cate0orically related 11 for a i:9tal .. of 
281,500 recipients at an estimated cost of $2'.JS.00 :?er .. recipient. 

(b) E€6eral, 55%; State, 45%. 

I 

! 
: 
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DEPAR'l'liiENT .OF INSTITUTIONS AND AGENCIES 
DIVISION OF PUBLIC WELFARE 

MEDICAL ASSISTANCE PROGHAM 
ANALYSIS OF COSTS FOR ADC-UNEMPLOYED PARENT PROGRAM 

Estimated Gross Costs of Benefits(a) 

Unemployed Father--Fec. Definition 
(11,500 persons at $295.00) 

other unemployed and Underemployed 
(11,500 persons at $295.00) 

Total Cost of Benefits 

Administrative Eltpense (10%) 

Estimated Total Basic Cost 

Deduct: 

Cost of Metlical Care·for ~istinJ Program (State 75%, 
Counties 25%) 

Additional Cost 

Total 

$3,392,500 

3,392,500 

G,785,000 

578,soo(b) 

7,~53~500 

1,196,00Q(C) 

6,267,500 

(a) E'or an estimated 23,000 reci!:)ients at an estimated cost of $2'JS. 00 per recipient. 

(b) Federal 55%, State 45%. 

(c) Estimated annual cost of $52.00 for each of the 23,000 reci~ients. 

Federal 

$1,696,250 

-0-

1,696,250 

373,250 

2,0GS,500 

-0-

2,069,500 

EXHIBIT B 
July 30, 1968 

FISCAL YFAR 1970-71 

State Cogpty 

$1,696,250 

3,392,500 

5,088,750 

305,250 

5,394,000 

397,000 299,0C0 

4,497,000 -299-,0{'0 



DEPAR™EN'l.1 OF INSTITUTIONS AND AGENCIES 
DIVISION OF PUBLIC ~.-.GLFli.R.I~ 

1-lliDICAL ASSISTANCE I?ROGru:.J\1.l 

AN.ALYS IS OF COSTS FOR. ADDITION71L l:>ERSONS 
G~~'lTED !'~S ISTANCl! UNDER ALL CATEGORICAL ".:'ROGnAMS 

· ON ::?RESUr•P:TIVE' ELIG IE ILITY BAS IS 

Total Fede:.:-al 

Estimatec.· Gross Cost of Be~efits (a)·, ... $5,310,000 

531,ooo<b> 

s',841, oat,· 

$2,390,000 

Ac.ministrative Expense (10%) 

Estimatec":. Total Basic Cost 

Deduct: 

},,,93Q,'OOp(c) 

3,861,000 

292 ,ooo 

2,682 ,ooo· 

7S ,0Q0 

2,603,000 

EXHIBIT C 
July 30, 1 S ~.:_; 

FISCAL YEAR 1970-71 

State 

239,000 

3,159,000' 

1,733 ,?o_o -47f ,ooo 

(~) For a~-- estifuzt't'.~d r8;0O0 ~vEira·ge monthly recipients at a sti~?Ulatea cost: estimate of $2?5.00 ;_:1er re<.:i_;)ient .. 

{:;~.) Federal, 55%; State, L15%. 

(c) Estir,.ated annual cost of $110.00 for each of 'the 13 ,00() recipients •. 



j;. 

-. -- ', 

Estimated 1Grci~s :9q~\'--'of 'Benefit"s··caf 

Ac.1.minis tt"ati ve Experis'e ( 10%) 

DEPAn'nJ~~'!' 0_~: Irf?!-'l'l'~J'fQNS:. 7:\ND_,;}:\GENCIES 
DIVISION OF PUELIC i-rnL.Fl:-_~-~~ 

NEDICAL ASSISTANCE PROGRAM 
ANl\LYSIS .OF COST$ E'OR .. FOSTER'CARE PROG~ 

Total 

. ,383 ,s.09:(b) 

4,218,500 

Cost of Existing Prog:i:am (State 75 9.;, Counties 2590) 1,600,000 

·2 -~ 6i8 , soo . 
<~- . ' . 

Ad9-itional' C<:>st, 

Federal 

$1,917,500 

211,0QO 

2 ,12a ,so_o 

-o-

2,128,500 

(a)· For an ~stimat~d .1'3\_099·,avei~~e inonthly children at a $tipulated cost estimate of $295.00 per child. 

(b) Federal, 55%; State, 45%. 

EXHIBIT D 
~uly 30~, }?QB; 

state 

. 1,200,ooa 400,000 

890,000 -400,000 



DEPARTMENT OF INSTITUTIONS AND AGENCIES 
DIVISION OF PUBLIC ~!ELF'ARE 

J.vmDICAL ASSISTANCE PROGRAI'1 
ANALYSIS OF COST FACTORS RELATING '.CO MAl\ 
PP.OGRAM - NOT ImFLECTED IN OTHER EXHIBITS 

Costs For Individuals Nm·, Receiving MM 

:Ntifsing Hotne' Cas~s ;.Bligibl~ ·f~r ON~ Program 
~(5,300 at $390.00 for 12 months) 

Hen~~L . a.I!R _ ~ ,::qases Eligible for OAA Program 
;;d: (3,000 at $380.00 for 12 months) 

Rema'ining MAA Cases (Not Eligible for 
·oAA Program) 

Nursing Home cases 
(1, ., ~00 . at $J52,. 00 for_ 12 months) 

Mental and TB cases 
- ,:(700 at .·$330.00 for 12 ITionths) 

Hospital Care Cases 
-·(26Cf at $150.0cr for 12 moh'ths) 

Home Health Care Cases 
(300 at $50.00 for 12 men.tbs~ 

Gross Cos't of Benefits 

Deduct: Cost of Existing MliA Program. 

Additional Cost 

Total 

$24,804,000 

11,32a;ooo 

8,026,000 

2, 77.2 ,ooo 

360,000 

53,470,000 

"53,470;000· 

-0-

Estimate of cases which will be .eligible for the Old Age ~s:i~tance .pr9:1ram ... -

5,300 (74%) of the 7,200 Nursing Ilome cases., 

*-:, 3,800 (35%) of the 4,500 cases in Public Mental anc1 TB Hospitals. 

Federal 

$12,'!02,000 

·s ,664:,ooo 

-o-

-0-

.;.;Q_-

21,066,000 

26,735,000 

-5,659,000 

EXHIBIT E 
July 30, 1968 

FISCAL YEAR 1970-71 

State Uount7 

$12,402,000 

8,664,000 
~ '- ' :-

8 , 02,6 ,,000 

2,772,000 

360,0"00 

-1ao,ooo 

32,404,000 

- - /'20 ,osr,ooo · 6 , 684., 00 

12,. 353,000 --6 ,684 ,oo 
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MINORITY REPORT ON MEDICAID 

While recognizing that the report of the Assembly 

Committee to the Legislature recommending the 

,implementation of Medicaid in New Jersey is basically 

factually accurate, the undersigned members of the Joint 

Committee cannot agree with the conclusion reached by the 

majorityo In order for the people of the State of New 

-Jersey and our fellow legislators to decide intell'igently 

whether Medicaid should be adopted, we are submitting 

he:r-ewith our report recommending that Medicaid not be 

ad~pted in New Jersey. 

At the outset we wish to establish clearly our 

conviction that there exists a great need for improvement 

in the medical-services available to our citizens. No one 

can argue that many persons are not receiving the care and 

services available to the more affluent members of our 

societyo But we do not believe that Medicaid is.·the 

vehicle which should be used by New Jersey to provide these 

services to the needyo 
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The Philosophical Probl.enf · 

Before discussing the practical problems associated 

with Medicaid we feel that the underlyin'g·philosophical 

proposition should be considered. The avowed'purpose of 

Medicaid is .to prov:ide health. 'care for th~ needy whi6'.t(will 

not merely be nec~ssary and adequate but\4/hich will be "high 

9Ualit,y health care ••• on an equal bas'is with all other. 

citizens'~. (Statement of br. Louis K.,: Collins, ·i>reSident' of 
''· .(,' 

th~· ·Medi~~'! Society of New ·Jersey, at public ·hearing be'tore 

Joint'• Committees on Apr ii: 19 ,· 1968, at ·pacj'e '3 0). ·, This, will 

requi:r·e, in 1975, the provision of service's to':approxi.inately 

20% of our citizens {Majority report pa.ge 28, ·.high cohort) , 

usi:ng. th~ .. stan,4,ards ri_ow appl.ic~ble ~n.. detepnin;i.ng eligibility 

for.gen~ral, welfare.assistanceo These standards, as a 

. practic~l ~atter, c:::_an~ot pe lowered :Without d.oing a great 

9is~el:"v.ice to ouri people, and therefore must be used • 
• ' ' ' • • -~ ,· ·1 J' 

Consequently,, ~e mus:t ther.efore af:i.k--ourselves.the following: 
, • • ••• ' • - c, • ,....", • •• , .·'' ' .• ... 

Are e~.gpty :per cent:. _of our qitizens_ wil~incl to l'rovide 

. me_gicc;1;l · ~ervices to . the qther twe:nty. per: cent:, which services 

are not only adequate, but also "equal; ~0 11 thoE?e. which the 

majority of the other eightyper cent can provide for 

themselves? By way of simple illustration, should the 

state establish a program permitting a recipient to have· 

his way paid to a doctor of his own choice and pay that 
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doctor a reasonable fee for his services, or should-a 

recipient have his way paid to a clinic or other state 

provided facility, and there be given adequate medical 

treatment, although not by a person of his own choosing? 

If we accept Medicaid we should do so cognizant of 

the philosophy we are embracingo We question whether New Jersey 

can and should undertake a commitment to a proposition with 

such far reaching consequences. For what comes after health 

care services? lb we then guarantee equal quality recreation 

and cultural services? Is every boy, in order to be well 

rounded and well adjusted, entitled to admission to a big 

league baseball game each year so that he can feel he is 

part of "the great American pa-stime 11
, and a participant in it? 

Do we then move on to providing everyone with new cloth~s 

from the best of stores rather than utilizing perfectly good 

second hand clothes and discount store clothes, because it 

will make the recipient feel he is a "second class" citizen? 

Other examples could be given, but suffice it to say, that 

in adopting Medicaid, we are adopting a far reaching 

philosophical proposition never yet accepteda 



The Effect of-Medicaid. 

What Medicaid Does Not Do 

Despite the many claims of its proponents about 

making services available, Medicaid does not really meet 

the needs of our people. The need is not for the~:mon~x t.o 

, buy services, but for the services themselv~so Medicaid 

will not produce more doctors, or have them establish a 

practice in the ghettos or with the rural poor. No new 

hospital beds will be provided, nor will additional nurses 

be graduated to staff them. Not a single one of the 

services to be available under the Medicaid program will be 

made more available by an increase in the number of persons 

and facilities in New Jerseyo The need is to have a doctor 

or hospital or nurse physically ready and available, not 

to pay the existing doctors and hospitals and nurses for 

the services which. they already render. 

What Medicaid Does 

Very simply put, Medicaid redistri:butes 1:.he cost 

of providing medical services to the needyo Today, doctors, 

as part of their professional standards, treat many needy 
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patients at greatly reduced rates, or without any charge at 
,. ~- ~ ,',\•'> ~ 

all. 
.:,_..:.,,:.;ii, .. 

Druggists, dentist's·, physibai therapists•;, . .bpto:m.ei:ri.sts 

and others do the same o : No'W"; tl{ey Will a11 ··be·. paid. 

Hospitals, which in N;i' J~i~eY tc:Micl'y 'Uhaerwtite tihe cost . of 

million dollars by fund dri\f~~i, :::t'fgh-8:::ftscat.:polici•e,s, 

higher rates to private p~liiHf.~1
: anci'""ot.her' ,devices-,. ._nq~,r~will 

be paid in full. 

million dollars a year to the hospitals: now they wi.11" 

!•;:··' .','. 

services will now be provided ·by Medf caid-~· We ;;,pg;n ,_only 
•··I:,•• ""• • ,•, • • .·•~• ·• " ..•. •._.! • 

impact. will be. f lnanc:i. al 0 .· Med'fc-'~id ser-vi ces '. her·etofpre 

provided a~d underwri\:.ten f:fc:>111· ·many :s'otirce·s ~ill .1?e p,a_ic,d for 

from one source - the state·- arhi :vendors will ·alJ.:.·be.,-paid 

in full for their services. 

;.This qc;>ncl:u~iori: is b,uttres~:fed by ;the testiiriohy" 
;:,; 

Cortm1:itte~~r Ev~ryon.~, }llfio·i tes,t.if'ied·'supported',.Me.dicaid •. ·'And 

.. hear.~y ,ev~ryqn~,,W11P:·.:t<=,stif·ied. had' a··d±rect, :·ve·st,ed '·'ecfonon1i·c 



guaranteed ·payment~ in-f\lll -for their services~ Not a 

single repres~ntative of t'he·group o$t~nsibly to be 

benefited by Medicaid was he~rd from.. NO'. ghetto dweller, 

no needy pe:tson,ror any one of th~ many persons working 
', ; . ·. ' 

with them· said: "Adopt Medicaid, so I can.go to my own, doctor 
. . . 

and have a semi-private hospital. bed, l.ik:e eyeryone else•~. 

A~ditional .Implications of Med-icaid 

If we adopt Medicaid, we adopt a progr~ over 

which we have no control. Control is vested in Congres_s, 

and we must comply with the requirements of the enabling 

federal. legislation, as it exists, anc;l as it may be _changed 

in the fut~re~ This means, tor example, that eligibility 

•will be fedetally determined, ~xcept to the.extent which we 

can contol it by defining the llmedically indigent 11
• Our one 

year residence requirement is el:lminated (Majority Report, pgo 

23),·and we can no longer reg:µire adult children to be 

respq~siple f o~ ,the medical __ services provideq. their aged 

parents, "tlo matter. hQw:.wealthy they are (Majority Report~ pgo 

23).. We no lc;mge~ will. be- molders of our own. destiny, best. 

able , :to perc~,ive and meet the: needs of ollr· pe;ol)le·o ;Th.i ~ · 

will be done for us by the federal government, establishirtg 
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sing!~ standards applicable to the entire country without 

regard to the varying needs of the different states. 

Furthermore, we are embarking on a program which 

assumes·roughly equal participation by the federal government 

with the State of New Jerseyo But what guarantee is there 

that the day will not come when the federal funds will be 

reduced, or eliminated altogether, leaving us with a program 

designed and controlled by others, but paid for by ourse·lves? 

Experience shows that this is not a remote possibility but a 

very real oneo New York embarked on an overly ambitious Medicaid 

program, so much so that not only did it have to cut back on its 

own eligibility standards, but the federal government reduced 

its share in the first year, 'thereby imposing a still greater 

burden on the State of New York. Meanwhile, in Washington, 

emergency appropriations have been required this year to finance 

the Medicaid program, as costs have greatly exceeded budget 

estimates and the program is only beginning. As pressures 

build up to cut the federal budget, one of the first areas to 

feel the effect will be Medicaid~ for here is found an on-going 

program whose financing can easily be passed on to the stateso 

The possibility of the existing federal commitment being only 

"seed money" is very real, and cannot be disregarded. 

Already this year we have appropriated 3 million dollars to 
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underwrite the school'lunch program so that it could dontinue 

when federal funds were withdrawn. The hi.story of federal 

matching funds in _the areas of road, construction, clean air 

'and water ,projects, transportation and.other areas is a clear 

warning to us that_the day may _come, and very soon, when 

most if not all of the cost of the Medicaid program will 

be born by the State of New Jersey. 

The Cost 

Before scrutinizing the cost of Medicaid, the 

entire program must be placed in the proper fiscal frarnew~rk. 

For New Jer~ey, Medicaid cost will be divided approxi~ately 

equally between s:tate and federal funds. But, if New Jersey 

doe~ not adopt Medicaid, existing_ federal funds for several 

of our programs will be discontinued, resulting in a loss in 

I 

Fiscel.! Year 1969-1970 of approximately 13.3 million dollars 

in federal aid. We poiµt this out clearly at the outset 

so that thefederal blackmail will be readily apparent. 

l:!!ither New Jersey goes along, or Washington will tak_e away 

its subsidies. We believe New Jersey would be better off 

without the federal funds than with Medicaido 

In discussing cost, great care must be taken, 

for several approaches· pres·ent themselves:, 

r 
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lo What will be the total cost in the first full 

fiscal' year·','of :'th:~ progriitti";· ±;er.,: :fi~cil ::19;7'0'-1971? 

·2. · Wh~t ~il'l be· th~ totai cost i'n the'. f i:r~t fiscal 

year of the progran{ i.e.>fi~cal °i969·-·1oi 

3o How much state money must be appro~i{~ted.iri 

addition to :that which will he spent on medical care in any 

4. What will be the cost of the program.in 1975, 

its fit~t ye~r of full ·operation? 

Priqr to answering these: questions, two things must 
·. ' .. ·· '; .· , ... ,.: . ' 

be. pointed out o First, pc:>_ one has, .dared to predict with any 

confidence what Medicaid will cost. .1'h,:i.s is easy to .under­

stand inasmuch as the cost of almost every othe; Medicaid 

program adopt_ed througflout the count,ry has been underestimated. 

Our committee found that1:.h~principal sources for estimates 

used by the committee, the Department of Institutions and 

Agencies, Blue Cross-Blue Shield, and Pr~depti~l, varied as 

~uch as 43 per cent in their ~stimateso Secondly, care .. 
-~ ' :: . ' ' ' •. 

sould be taken ir1 a s~essing .costs to atl9W f9r 9-. time-lag in 

implem.enting the program~ f9.r_ .. exam,pl_e, th~ 1969-70 fiscal 

:ye_ar cost wi_l~ OQ~Y p~ for f~~ t9 five mopths inasmuch as . 

. thii:-ty 1:-.Q .si~ty days _will b~ r_eqµire,9 fo,:t', th.e prov:i5:iqn of 

. the services, b~.lli~g,. and payiJ1g. 
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'I 

( 
Summarily-stated, the best estimates p_rovided lead 

us to conclude that the.cost of Medicaid, at an estimated 

per unit cost of $295.00, will be no less that the 

following: 

lo For the first full £is.cal year of 1970--71, 

162,340,.300 million dollars, of which New Jersey mu·st provide 

'$88, 305, 500 0 

2o In fiscal 1969-70, or for approximately four to 

five months of actual operation, a total of 64-,174,300 

million dollars of which New Jersey must provide $34,981,500. 

3o It is estimated that of the 34,981500 million 
. . ' 

which will be required from New Jersey in fiscal 1969-70, 

$14,743,000 would have be~n required anyway, resulting in 

$20,238,500 in new··money to_be appropriated.· 

4o For the first twelve months of full operation, 

.$51,794,000 in new state money will be requiredo 

So Only Prudential, whose estimates for the cost 

of an initial program were considerably lower than the Department's, 

has dared project the 1975 estimates; this was$500 million. 

As of this writing the Department has not provided this 

committee with its estimates for t,he 1975 cost of the program, 

despite requestso We feel, based on our analysis and comparison 

of the other estimates provided, tha~ $700 million is a more 

..... 
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realistic figure for 1975, inasmuch as the number of persons 

covered by Medica~d will be increased from 308,900 to 

approximately 20 per cent of ·the population or le6 million 

persons assuming a population of B milliono 

Our consideration of cost thus resolves itself into 

one crucial question: Will Medicaid be worth 350 million 

dollars of the State money to the people of New Jersey in 

1975, or can the money be better spent in other ways to 

provide me~ical services for the poor? 

The Alternatives 

Obviously we do not believe that the expenditure 

of 350 million dollars on Medicaid will be money well spent, 

but at this juncture, we can do no more than point the way 

we should go. It has not been possible for us· to develop in 

the few months we have had to consider this problem a concrete 

proposal; that must come later. We can with confidence, 

nonetheless, suggest the following avenues of approacho 

The existing programs shouJdbe continued, but 

administration of them vested in one fiscal intermediary 

operating with and through a new Division of Medical Services 

in the Department of Institutions and Agencies, assisted 
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by a State Medical --~dviso:r;y. ,CounciL, :With· ou:r medical _services 

administration· thus constituted, ;programs _designed to ·directly 

meet the needs of the-medically-indigent can be formulatedm 

These might include the crucial-area of pre-:-natal and infant 

care; greater emphasis on preventive medicine, especially for 

children; relocation of clinics and medical care facilities 

in city areas, and 'the bringing of the medical services to the 

rural poor; greater emphasis on providing medication, drugs 

and therapy outside of hospitals; provision of birth control 

information and devices; and similar ways. The emphasis of 

such programs must be to bring the provider and recip_ient. 
"> ' -- •• 

physically together in a practical way if the needs of the 

poor are to be met. 

B~ comparison with the well outlined and documented 

.Medicaid Program which has been proposed in the Assembly Bill, 

these· alternatives may' appeclr. inadequate, -·but we believe that 

they .can be .developed into a more meariingful ·service -for .the 

people o£New Jersey. 

Conclusion 

It follows from our analysis of .Medicaid as little 

more than a redistribution of the cost of existing services, 
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combined with a built in commitment to expansion over which 

we have no control, that we recommend that Medicaid not be 

adoptedo If this is done, New Jersey will then be free 

to develop a program designed to meet the needs of its 

citizens in an imaginative, realistic, and more economical 

mannero 



1 
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