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Note to Readers:

The Collins Center for Public Policy recently completed a comprehensive review of 
the federal health reform law and its potential impact on Florida. The report, “Making 
the Investments Work: Important Benefits and Key Challenges in Implementing Health 
Reform in Florida,” explains the legislation and offers ways the state can maximize the 
law’s benefits.

On January 31, shortly after the report’s completion, a federal judge in Florida ruled 
the Patient Protection and Affordable Care Act unconstitutional. Another federal judge 
has ruled that the law’s requirement to purchase health coverage is unconstitutional but 
he did not invalidate the law as a whole, while two other federal judges have upheld 
the law. These differing legal opinions make it likely that the law’s fate will rest with 
the U.S. Supreme Court, but not for at least a year. While much remains up in the air 
legally and politically, we think it’s important to provide objective information about 
federal health reform to help Floridians form their own opinions.

Whether or not the law moves forward, Medicaid costs will continue to increase and 
the state’s four million uninsured residents will continue to place a financial strain on 
the health care system. The Collins Center recognizes the validity of constitutional 
questions surrounding the requirement that individuals purchase insurance. But there is 
more to the law than that one requirement. Already, children with pre-existing condi-
tions are guaranteed affordable coverage, and young adults can remain on their parents’ 
insurance plans while finding their way in the world. Taken together, the various ele-
ments of the health reform law have the potential to improve the quality of health care 
for millions of Floridians, enhance patient safety, and manage costs more effectively.

Whatever the final outcome of the litigation, it is our sincere hope that the state stay 
focused on the need for substantial health care reform in Florida. The report concludes 
with an action plan making it clear that the pursuit of positive results would be greatly 
enhanced by a partnership among the state, the health care industry, and the business 
and labor communities.

Dr. Leda Perez, Vice President for Health Initiatives, 
Collins Center for Public Policy                     

www.CollinsCenter.org
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EXECUTIVE SUMMARY

This report presents key features of the new national health reform 
law and explores the important potential benefits to Florida along 
with the main challenges. The report highlights the Medicaid 

expansion, health insurance exchange, and insurance market reform 
features of the Affordable Care Act. It also explains how the new ben-
efits are funded and how that will affect Florida taxpayers. A few other 
important features of the law are briefly explained, such as the require-
ments placed on individuals to obtain insurance and larger employers 
to offer it or pay an assessment, and new grant opportunities related to 
improving health care delivery and financing.    
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The major conclusions of the report are as follows:
 	
n Florida has over 4 million uninsured, and the growing number 

of people without coverage leads to poor health outcomes; 
overuse and overcrowding of emergency rooms; a rising 
burden of uncompensated care provided by hospitals and 
physicians; reduced productivity and higher costs. The number 
of uninsured will continue to increase in the absence of reform.

n State spending on health care has been growing sharply for 
years, and without major reform, would continue its upward 
spiral.   

n The Affordable Care Act would significantly reduce the 
number of uninsured people in Florida, improving the access 
of many residents to timely preventive health care.  

n Expanding Medicaid will involve new state expenditures 
estimated at $1.2 billion to $2.5 billion between 2014 and 
2019. Each state dollar invested in Medicaid will draw at least 
ten new federal dollars to the state during this period. 

n By participating in national health reform, the state of Florida 
will invest money “on the front end” that will generate direct 
and indirect savings to the community as a whole (including 
the private sector) that, combined, exceed the new costs. 

n While expanding the number of people with insurance will 
reduce the uncompensated care burden, it also will place some 
new pressures on the health care delivery system. Florida will 
need more physicians, nurses, and other providers to meet the 
new demand. Medicaid payments need to be adequate to obtain 
provider participation, including physicians, both primary care 
and specialist, and dentists. 

n Coverage expansion will depend on effective outreach and 
enrollment efforts. Investing in community health workers, 
patient navigators and other outreach workers using new funds 
provided by the federal government can help to enroll newly 
eligible populations into Medicaid and provide appropriate 
follow-up.

n Florida’s Medicaid program will need to meet the complex 
medical needs of newly enrolled patients, particularly poor 
adults without children.  

n Health Insurance Exchanges for individuals and small 
employers will be required under national reform to provide 
a broad choice of private insurance plans for moderate- and 
middle-income people. Participants with incomes up to four 
times the federal poverty line, or about $88,000 a year of 
income for a family of four, would receive federally financed 
subsidies on a sliding scale related to the size of their incomes. 
This is a major benefit to middle-class people in Florida. 

n Starting up and operating the Exchanges poses a number 
of implementation and management challenges to which 
the state must provide timely and careful attention. Florida 
needs to develop a multi-step plan to prepare for screening 
applicants to the Exchanges and Medicaid, coordinating a 
number of state programs, and working with federal agencies 
on verifications, determining eligibility for subsidies and/or 
Medicaid enrollment, communicating enrollment information 
to consumers and health plans, and securely transferring funds. 

n A major source of financing for the new law involves 
reductions in payment increases for various providers and 
health plans participating in Medicare. There are, however, no 
cuts in Medicare benefits under the new law. Also, hospitals, 
medical device manufacturers, pharmaceutical companies 
and other health-care providers and plans will experience 
new assessments under the law. Those costs, however, will   
be mitigated by the increase in paying patients as a result 
of the new coverage. People enrolled in Medicare will see 
the “doughnut hole,” or coverage gap in the middle of their 
prescription drug coverage, filled over the course of the next 
decade. 

n National health reform includes many new funding 
opportunities for states and health-care providers. These 
include substantial federal support for community health 
centers. The new law includes many grant opportunities related 
to improving the way health care is delivered and financed, 
with the goal of enhancing quality of care and patient safety, 
along with reducing the growth in total spending.

EXECUTIVE SUMMARY
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Regardless of the different political positions on the new 
national  health reform law enacted last year, the  reality is that 
Medicaid costs will increase – with or without this legislation – 
and more than 4 million uninsured Floridians are placing a finan-
cial strain on the state’s health-care system. One thing that is cer-
tain is that Florida needs to prepare for changes to help improve 
the quality of health care rendered and reduce costs.  Recognizing 
differences in preferences and philosophies about health reform, 
we believe that the new law presents opportunities for the state to 
enhance the availability of medical care to millions of its resi-
dents, while bringing in a substantial amount of federal funding 
to pay for the vast majority of new Medicaid spending. 

This report charts a course that Florida should consider if it is 
to reap the greatest returns on its investments in the health sector. 
It highlights the most important features of the national Afford-
able Care Act (ACA)1 and presents its potential benefits to Florid-
ians while recognizing the key challenges presented by it.  

The law also contains provisions aimed at improving the qual-
ity of health care, enhancing patient safety, and managing costs 
more effectively. If these goals are fulfilled, the vast majority of 
patients and taxpayers will benefit.   

Sections of this report show how children, working families, 
people struggling with serious illnesses, senior citizens, and 
others will be impacted. In addition, we note how the reforms 
will be paid for, and what this means for the people of Florida. 
The report lays out the potential problems and pitfalls in imple-
menting health reform. It assesses the impact of the new law 
on Florida against the backdrop of the problems in our current 
system. While there is clearly a cost to Florida to participate in 
national health reform, there 
is also a cost to the state of 
not taking effective actions to 
implement it.  

The report concludes with 
an action plan for the state. 
Making health reform work 
effectively will require a part-
nership between the state and 
leaders in the health-care in-
dustry, the business and labor 
communities, and nonprofit 
organizations.

INTRODUCTION & PURPOSE

Key Features of the Law
The new health reform law is projected to provide health 
coverage to the majority of the uninsured, improve quality 
of care and patient safety and slow the rate of growth in 
health-care spending. Nationwide, about half the newly 
insured, or roughly 16 million poor and near-poor people, 
would enter Medicaid. Another 16 million uninsured would 
obtain private health coverage, primarily through state-
based insurance exchanges (both of these provisions are 
explained in more detail below). Insurance market reforms 
aim to make health insurance affordable to people regard-
less of their age, gender, or health status. New demon-
stration programs and other measures are designed to 
improve quality of care and lower health spending.2  

The key features of the law are as follows:   

 	 n Medicaid expansion

 	 n State-based health insurance exchanges

 	 n Insurance market reforms

 	 n New funding for community health centers

 	 n Prevention and wellness initiatives

 	 n Support for the health-care work force

 	 n Financing provisions

 	 n Cost control measures

 	 n Quality improvement features

 	 n Employer obligations

 	 n Individual obligations
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The first major milestone in ACA was the establishment on 
June 23, 2010, of state-by-state temporary high-risk pools. These 
high-risk pools provide affordable health coverage to people with 
serious medical conditions, or so-called “pre-existing condi-
tions,” at the standard rates that are offered to people without 
such conditions. These pools are designed as a bridge for people 
who have been turned down for private insurance, or who have 
been quoted premiums they cannot afford, until the insurance 
reforms under ACA are completely phased in during 2014.

States can choose between using an existing high-risk pool, 
starting one or allowing the federal government to set up such a 
pool. Eligibility is restricted to people who have been uninsured 
for six months or more and who have been rejected when apply-
ing for insurance or priced out of affordable coverage. Florida 
elected to let the federal government set up a high-risk pool. En-
rollment began on August 1, 2010, and as of November 1, 2010, 
1,293 people in Florida were enrolled. 

In addition, 146 employers, most of them cities and counties 
to date, have enrolled in ACA’s Early Retirement Reinsurance 
Program, which provides financial assistance to employers to 
help them maintain coverage for early retirees age 55 and older 
who are not yet eligible for Medicare.3 Further, over 186,000 
Florida participants in the Medicare Part D prescription drug 
program received a one-time, tax-free rebate as the first install-
ment of ACA’s plan to gradually eliminate the “doughnut hole” 
in Medicare drug coverage. The doughnut hole is a gap in drug 
coverage after a person has received $2,840 in prescription drug 
benefits for the year, including their own 25 percent share of the 
cost and the insurance plan’s 75 percent contribution, until they 
reach a “catastrophic” level of prescription drug spending. ACA 
will gradually eliminate this coverage gap over ten years. It also 

PROGRESS TO DATE

provides a 50 percent discount on brand-name drugs that are on 
the plan’s formulary of approved medications while the Medicare 
beneficiary is in the gap.

Florida has received a number of grants made available through ACA. The state received a $1 million grant from the 
US Department of Health and Human Services (HHS) to prepare for the development and implementation of the 
insurance exchanges called for in the law, explained below. 

 
 Other Grants Awarded in Florida:4 

n $26.2 million in Therapeutic Discovery Project Program Tax Credits and Grants

n $6.7 million for the Primary Care Residency Expansion Program 

n $5.4 million in Communities Putting Prevention to Work grant awards

n $3.4 million for Tribal, Maternal, Infant and Early Childhood Home Visiting Programs

n $3 million to implement the National Background Check Program for long-term-care workers 

n $2.1 million to strengthen public health infrastructure to improve health outcomes 

n $2.1 million for the Advanced Nursing Education Expansion Program 

n $1.7 million for demonstration projects to address health professions’ workforce needs 

n $1.4 million for Medicare improvements for patients and providers

n $1.3 million for HIV Prevention and Public Health Fund activities  

n $600,000 to build epidemiology, laboratory and health information systems capacity 

n $600,000 to expand physician’s assistant training

n $500,000 for Aging and Disability Resource Centers 
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PROGRESS TO DATE

The implementation of ACA is being challenged in Florida: 

n  Attorney General Bill McCollum filed a lawsuit contending 
that the requirement that all Americans obtain health insurance 
is unconstitutional and challenging ACA’s requirement that 
states expand Medicaid beginning in 2014.5 On October 14, 
2010, Judge Roger Vinson ruled that this lawsuit may move 
forward.6 

n  House Speaker Dean Cannon sent a letter to Governor Crist 
serving notice to all state agencies that they must submit a 
complete accounting of all ACA-related activities, take an 
inventory of all activities pertaining to implementing the law, 
including employee time spent on such activities and expen-
ditures of funds, and ordering that after November 15, 2010, 
“any new activities related to (PP)ACA should be initiated 
only after notification and consultation with the Legislature.7” 

n  The Florida legislature met in a special session from Novem-
ber 15-17, 2010, with health reform at the top of the agenda. 
On November 17, the Florida Senate held a hearing on Medic-
aid. Senator Negron, the chair of the Subcommittee on Health 
and Human Services Appropriations, stated the following  
guiding principles and goals:

— Every Floridian should have a primary care doctor.

— Medicaid should shift focus from volume of procedures to 
outcomes.

— All long-term care options, including home and commu-
nity-based services, should be available, not just nursing 
home care.

— The Agency for Health Care Administration (AHCA) 
should be transformed into a monitoring agency, not just 
a “check-writing” agency that “finds fraud after providers 
have left the program.”

— Managed care in Medicaid needs to go from being prom-
ised to being assured, guaranteed through performance 
bonds and liquidated damages.

—  The state legislature should determine the amount of funds 
in Medicaid.

—  Physicians participating in Medicaid should receive higher 
reimbursement and legal protections.

— Medicaid benefits should be comparable to benefits under 
other insurance programs.

Many of the above points would garner widespread support. 
But it should be noted that the principle that “the state legislature 
should determine the amount of funds in Medicaid” would likely 
conflict with the fact that Medicaid is an entitlement program. 
Under current law, state and federal funding may not simply 
be capped at some level determined by states. If more people 
become eligible, as has occurred during the deep recession and 
weak recovery, spending rises to meet this added demand. Of 
course, states have searched for other ways to hold down spend-
ing but they cannot, by themselves, set the level of spending. 

It is clear that there will be much debate over such issues as 
whether the requirement that individuals obtain health coverage 
(described below) is constitutional and whether various govern-
ment initiatives to implement ACA should be fully funded. This 
report does not assess these issues. The intent is to explain the 
key features of the law, its intended benefits, how it will affect 
people in Florida, and the major implementation challenges. 



February  2011   |   collinscenter.org   9

Health Reform Provisions Expanding Public and  
Private Coverage and Reforming Insurance Markets

Three components of the health reform legislation, taken 
together, comprise the heart of the effort to make health insur-
ance coverage more affordable and accessible: Medicaid expan-
sion, Health Insurance Exchanges, and insurance reforms. These 
are also features that require the greatest input, planning, and 
involvement from Florida state government and stakeholders.   
This section highlights the implications, benefits and challenges 
of implementing these key provisions in Florida. There are, of 
course, many other provisions of health reform, and in a follow-
ing section, we will briefly explain several of those components. 

Medicaid expansion
Starting in 2014, all legal residents of Florida will be eligible 

for Medicaid, regardless of family status, if their incomes are be-
low 133 percent of the federal poverty level (FPL). Single adults 
in Florida will be eligible for Medicaid in 2014 if their income 
is below $14,404. For families of three and four, respectively, 
eligibility will extend to those with incomes up to $24,352 and 
$29,327.8 

The federal government will pay the full cost of covering 
those newly eligible in 2014 through 2016. Florida would pick up 
5 percent of the cost of covering those newly eligible for Medic-
aid in 2017, 6 percent in 2018, 7 percent in 2019, and 10 percent 
in 2020 and subsequent years. In contrast, for those already 
enrolled in Medicaid, Florida pays about 44.6 percent of the cost, 
with about 55.4 percent provided by federal matching payments.9  
Federal medical assistance percentages, or FMAPs, are calculated 
each November based on three years of census data that relate 
each state’s per capita income to the national average per capita 
income. States with relatively lower incomes get higher federal 
matching payments, and vice versa.   

The Benefits of Medicaid Expansion in Florida 
Medicaid expansion will have important benefits for Florida. 

Improved Health of the Population: Medicaid provides 
comprehensive health services with modest cost sharing that 
will, in turn, improve access to vital health screenings and other 
preventive care services. Moreover, poor and near-poor resi-
dents of the states will have access to affordable diagnostic tests, 
prescription drugs, and visits to specialist physicians. This will 
also help treat patients with medical problems before they land 
in the emergency room or the hospital, and help achieve better 
health outcomes. Early detection of disease will enable more 
timely treatment and much greater survival rates for people who 
are diagnosed with cancer, heart disease, high blood pressure and 
other medical conditions. Children with chronic conditions such 
as asthma are more likely to get medications and other treatment 
that help control these conditions, avoiding dangerous flare-ups 
and costly trips to the emergency room or admissions to  
hospitals.

Medicaid also covers a wide range of other services that are 
frequently not covered under private insurance, such as physical, 
occupational, and speech therapy, school-based clinic services, 
transportation (e.g. to a doctor’s office), and language interpret-
ers, which can help assure that an insurance card actually trans-
lates into timely and culturally sensitive access to care.

Medicaid further provides coverage for mental health and 
substance abuse, and this will offer much-needed services for 
many of the low-income uninsured who are struggling with one 
or both of these conditions. This, in turn, will lead to savings as 
people with severe mental and emotional disorders and/or sub-
stance abuse problems gain access to treatment that may reduce 
the common cycling through overcrowded ERs and in some cases 
through the criminal justice system. Recent research has shown 
a clear connection between the lack of health insurance and 
recidivism. Insurance after release reduces recidivism, drug use, 
and crime.10  

This is another reminder of the “cost of inaction.” 

Florida, like other states, piles up costs related to untreated 
mental illness and substance abuse. The evidence is clear that it 
makes more financial sense to ensure that patients are treated in 
appropriate community-based settings rather than permitting the 
vicious cycle of incarceration and release.  

Florida has been working toward providing a medical home to 
Medicaid beneficiaries, and those newly enrolling in the program 
can look forward to establishing a regular source of care. A state-
wide Task Force report in 2010 called for a “bottom up” approach 
to building medical homes that solicits feedback from communi-
ty-based networks and providers on what type of medical homes 
they can provide to Medicaid recipients. The report recommend-
ed that at least one urban area with an academic medical center/
medical school and one rural area be included as model sites.11 A 
medical home has been defined as a “partnership approach with 
families to provide primary health care that is accessible, family-
centered, coordinated, comprehensive, continuous, compassion-
ate, and culturally effective.”12  

This will help patients manage chronic conditions and avoid 
flare-ups and complications that lead to serious adverse health 
outcomes and much higher spending.
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MEDICAID EXPANSION

Reduction in Uncompensated Care: The people newly 
eligible for Medicaid coverage are not the only ones who will 
benefit. Many physicians and hospitals in Florida are over-
whelmed by uncompensated care. The cost of such care provided 
by Florida hospitals, including bad debt and charity, increased by 
about 70 percent between 2003 and 2009, as shown in the chart 
above.  Uncompensated care is also 9.1 percent of total hospital 
costs in Florida, compared with less than 6 percent nationwide.13 
Hospitals receive Disproportionate Share Hospital (DSH) pay-
ments and funds from the Low-Income Pool (LIP). This pool 
is a capped allotment of $1 billion per year funded by federal 
government payments (a little over half of the total) and primarily 
local funds from counties and hospital taxing districts. This pool 
was established under a Medicaid waiver approved in 2005, and 
is designed to assist hospitals and community health centers with 
uncompensated health care.14 The chart above shows, however, 
that uncompensated care provided by Florida hospitals is now 
over $3 billion a year, or three times the total of the Low-Income 
Pool capped amount. 

The coverage of many of the uninsured in either Medicaid or 
the Exchange, discussed below, will reduce this uncompensated 
care burden. For example, applying the more conservative pro-
jections of uninsured gaining coverage should result in at least 
a one-third reduction in uncompensated care, valued at more 
than $1 billion per year. 

 

Indirect savings: There are volumes of research showing that 
covering the uninsured also provides community-wide benefits.15  
The indirect costs result from the fact that as the uninsured suffer 
from worse health than those with coverage, their diminished 
health status affects their school attendance and educational 
achievement, their productivity in the work place, (related to 
absences, disability and premature death), their morbidity and 
their ability to live satisfying and enjoyable lives.16  The Institute 
of Medicine (IOM), an independent, nonprofit organization,17 es-
timated that 18,000 uninsured adults ages 25 through 64 die each 
year in the U.S. of illnesses that they would have survived if they 
had been insured and had received essential care. A subsequent 
study found that an estimated 137,000 people died from 2000 to 
2006 for lack of insurance coverage, including 22,000 in 2006.18 

The Institute of Medicine estimated the “indirect cost” of the 
uninsured in 2001 as ranging from $1,645 to $3,280 per unin-
sured person per year.19 Trending forward using the Consumer 
Price Index, the indirect costs are $2,020 to $4,029 per uninsured 
person in 2010.20 

The latest Census Bureau figures show that 4.1 million resi-
dents of Florida were uninsured in 2009. Applying this figure to 
an updated range of indirect cost per uninsured person, we find 
that the “indirect cost” of the uninsured in Florida could be in 
the range of $8.3 billion to $16.5 billion per year.21 If Florida 
were able to avoid about half of these indirect costs by covering 
many of these uninsured residents, this would more than fully 
offset the cost of this new coverage to the state’s residents and 
businesses.  
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MEDICAID EXPANSION

And this does not count the savings in uncompensated care and 
other spending on the uninsured, such as when they use state 
mental health or correctional facilities because their conditions 
are unmanaged due to a lack of coverage. Nor does it account 
for savings likely to arise from other parts of ACA, including a 
number of pilot projects to improve the delivery and financing 
of health care, which can be converted quickly into law if they 
prove to be cost-effective.

How Many Will Enroll? 
A recent study by the Urban Institute, a nonpartisan economic 

and social policy research center, estimates that under health re-
form, approximately 1 million to 1.4 million additional Floridians 
will enroll in Medicaid by 2019.22  This represents a 35 percent 
to 50 percent increase in Medicaid enrollment over the 2009 
level. This study used two assumptions of Medicaid “take-up”: 
the lower estimate assumes that 57 percent of the newly eligible 
uninsured Floridians would actually enroll in Medicaid (similar 
to CBO assumptions), and the high estimate assumes that 75% 
of the newly eligible uninsured would enroll as a result of more 
aggressive outreach.23 

Of these newly enrolled people in Medicaid, the major-
ity — an estimated 0.7 million to 1.1 million — would have 
been previously uninsured (Table 1).24 Others newly entering 
Medicaid would be transferring from private coverage, many of 
them currently struggling to pay their share of the premiums and 
copayments and/or facing more limited benefits. That is, some of 
the people newly eligible for Medicaid under ACA but insured 
privately would switch to Medicaid to reduce their costs and to 
obtain more comprehensive benefits. Other new Medicaid en-
rollees would be people who are currently eligible for Medicaid 
(pre-reform) but not enrolled, and who would enroll under reform 
as a result of enhanced state and federal outreach efforts and/or 
the requirement to obtain coverage. 

Overall, the study’s projections would result in a 44 percent to 
70 percent decline in the number of uninsured low-income adults 
in Florida. 

Table 1. Medicaid Expansion in Florida: New Enrollees,  
by Previous Enrollment Status, in 2019 

Total New  
Medicaid  
Enrollees

Previously  
Uninsured 
Newly Enrolled

Decline in  
Uninsured*

Lower 
Participation

951,622 683,477 44%

Higher  
Participation 

1,376,753 1,073,391 70%

* Uninsured adults with incomes less than 133 percent of the federal 
poverty line. 

Source: Holahan and Headen. Urban Institute. May 2010.
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Without health reform, 
Florida would expect to spend 
$66.3 billion on Medicaid over 
the 2014-2019 period, with the 
federal government contribut-
ing another $82.6 billion to 
Florida Medicaid. Under the 
ACA, Florida will pay an 
additional $1.2 billion over 
six years based on the lower 
participation assumption, a 1.8 
percent increase in Florida’s 
costs over the baseline projec-
tion.  The federal government 
would spend an additional 
$20.1 billion under ACA for 
Florida Medicaid over 2014-
2019, nearly all of it to cover 

the newly eligible Medicaid population (see Table 2). 

Under the higher-participation assumption, Florida would 
spend an additional $2.5 billion during 2014-2019 while the fed-
eral government would spend an additional $24.3 billion.

Thus, under either participation assumption, over this six-
year period, the federal government would pick up more than 
90 percent of the cost of the newly enrolled Medicaid popula-
tion, while the state would contribute less than 10 percent of the 
cost..25     

MEDICAID EXPANSION

How Much Will Medicaid Expansion Cost Florida?

Table 2: Projected Additional State and Federal Cost of 
People Newly Enrolled in Medicaid as a Result of ACA, 
2014-2019 (billions of dollars)

State Cost Federal Cost Total Cost 

Lower  
Participation

$1.2         
5.8% of total

$20.1      
94.2% of total

$21.3

Higher  
Participation 

$2.5        
9.5% of total 

$24.3      
90.5% of total

$26.8

Source: Holahan and Headen, Urban Institute, May 2010. Figures may 
differ slightly due to rounding.

Moreover, it is important to recall that a lot of 
money is being spent on the uninsured today, and 
this spending should decline as coverage expands 
under ACA. 

The Low Income Pool alone accounts for about $1 billion 
in spending, nearly half of which is state funds. Further, insured 
residents of Florida, and their employers, are paying a portion 
of the cost of the uninsured today. When Florida Senator Thad 
Altman asked at the November 18, 2010 Senate hearing how 
uncompensated care is paid for, Alan Levine, former director of 
AHCA, stated that “it is cost-shifted to commercial or private 
payers.”

Of course, finding the funding even for the state’s relatively 
small share of the cost of Medicaid expansion will be a challenge. 
Improvements in the state’s budget picture as of late summer 
2010 have now given way to much more worrisome projections. 
The projected deficit for the 2011/2012 period has now risen from 
about $1 billion earlier in 2010 to about $3.5 billion at the end of 
2010.

But the figures presented here make a compelling case that 
Florida would get an enormous return on its investment by 
drawing in this federal money, particularly in light of savings 
presented earlier associated with reductions in uncompensated 
care, the improved health of the population, and the savings 
associated with more labor force participation and higher pro-
ductivity.

Strategies for Enhancing Enrollment
Actual take-up of Medicaid coverage by eligible people will 

depend on how effectively the state can develop partnerships with 
community-based organizations to conduct outreach and to fa-
cilitate enrollment. A number of community-based organizations 
in Florida have very useful experience in outreach to vulnerable 
populations. Exhibit 1 illustrates one approach by a community-
based organization that targets businesses with low-income 
employees. Exhibit 2 describes how one federally qualified health 
center (FQHC) uses Community Health Workers to identify and 
enroll eligible people into Medicaid and Florida KidCare, as well 
as link residents to needed services. Other approaches Florida 
could consider to enhance outreach, enrollment and retention 
in Medicaid include: “express lane” eligibility, which allows 
Medicaid to identify, enroll, and recertify residents by relying on 
eligibility findings from other programs; presumptive eligibility, 
whereby applicants are provided coverage while their applica-
tions are pending; and 12-month continuous coverage, which 
means that states would redefine the eligibility determination 
process from a month-to-month basis to an annual basis.

{ }
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Exhibit 1
Targeting Businesses for Outreach & Enrollment:  
The Prosperity Campaign of Miami-Dade

The Prosperity Campaign in Miami-Dade County does not do traditional, door-to-door 
outreach to the uninsured. It targets businesses that employ low-wage workers to 
screen for and enroll families into Medicaid and Florida KidCare, as well as link them to 
other needed services.

“By going to businesses we can reach a large number of people at one time,” said 
Francoise Penha, Director of The Prosperity Campaign. 

As the flagship initiative for Catalyst Miami (formerly known as the Human Services Co-
alition), the Prosperity Campaign helps lower-wage individuals and families connect to 
healthcare programs and services, establish financial security through financial and tax 
guidance, and obtain other needed services to improve their quality of life. The Cam-
paign pioneered an approach that targets companies typically employing low-income 
and uninsured workers such as hotels, warehouses, and construction sites. Many of these companies offer health coverage to employees, 
but the worker’s share of the premium can be unaffordable, particularly for family coverage. Among small businesses, employers often cannot 
afford to offer insurance. 

Finding that many of the employers are eager to help their workers, the Prosperity Campaign conducts an “Open Enrollment Day” at the 
worksite, where employees (and their families) can get screened for Medicaid and KidCare, and referred to a federally qualified health center 
(FQHC) or other clinic, as well as receive assistance on taxes, finances, and other needs. Those deemed eligible for public health coverage are 
scheduled to come to one of the Campaign’s two offices or to one of ten other sites that comprise the Campaign’s network, where an enroll-
ment specialist helps them fill out an application and submits it to the state as an ‘authorized partner’ to Medicaid and KidCare. 
    
“We can even track the application, and sometimes get approval the same day,” said Penha. The Campaign has enrolled about 1,600 adults 
and children into Medicaid and KidCare from July to November 2010, according to Penha. 

Other successful outreach strategies include partnering with schools in low-income communities, where Campaign staff attend parent meet-
ings or workshops and stress the importance of not only enrolling their children in KidCare but also maintaining enrollment at recertification 
time, and linking to a health clinic rather than relying on hospital emergency rooms when a problem exacerbates. The Campaign also partners 
with the University of Miami Pediatric Mobile Unit, which provides medical care to uninsured children in different neighborhoods; each time 
campaign staff accompany the Mobile Unit, they enroll multiple families into Medicaid or KidCare. Like the business outreach model, these 
group-based approaches get better ‘bang for the buck.’ 

For more information, contact Francoise Penha, Director, Prosperity Campaign, Catalyst Miami, 305-576-5001,  
see www.prosperitycampaign.org/  

Exhibit 2

Community Health Workers Enroll and Assist Hard-to-Reach Populations

Community Health Workers (CHWs) from Community Health of South Florida, Inc. (CHI) work neighbor-
hood-by-neighborhood to enroll eligible residents in Medicaid and Florida KidCare, and help residents gain 
access to health-care services. They partner with schools and day care centers to identify families with 
uninsured children from birth to age 18; they visit flea markets and stores, arrange health fairs, and attend 
community activities. Sometimes they sit outside a small store or business with a table and chair and lap-
top, and screen customers going in and out; often the store manager asks the CHW to come back again, 
viewing their activity as an extra service to their clientele. 

The CHWs screen the families for Medicaid and Florida KidCare eligibility, help those eligible to apply, 
submit the application electronically, follow up to ensure successful enrollment, and address obstacles that 
arise.  

But the CHWs’ job goes beyond enrollment in health coverage. They help the family select a CHI clinic as 
their medical home, make appointments, and later check on whether the individual or family showed up 
for their appointments. If an appointment is missed, the CHWs follow up with a phone call, a letter, and a 
home visit. They try to address whatever barriers keep the family from obtaining needed care. They also 
help families apply for medication assistance programs, and refer them to other needed services such as 
behavioral health, dental care, or disease management, as needed.    
 

For more information, contact Hermine Pollard, Vice President for Satellite Services, CHI, HPollard@hcnetwork.org. CHI is a federally 
qualified health center (FQHC) that operates seven clinics offering primary and behavioral health services, and twenty-seven school 
based programs in South Florida. 
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Key Challenges 
The anticipated Medicaid expansion will also pose a number 

of challenges, problems, and limitations. These must be ad-
dressed during the planning and multi-phased implementation 
period.

Assuring an Adequate Number of Physicians 
and Other Providers to Meet the Expanded  
Medicaid Population

A paramount challenge is to develop an adequate network of 
physicians, particularly primary care doctors, nurses and allied 
medical professionals, to serve the expanded Medicaid popula-
tion. But this task is harder if health-care providers are not paid 
adequately for serving Medicaid beneficiaries. Medicaid fees 
are lower in Florida than in the nation as a whole. For all health 
services, Medicaid reimbursement averages 63 percent of Medi-
care payments in Florida; for primary care services, Medicaid 
reimbursement averages only 55 percent of Medicare rates.26 Of 
course, even Medicare payments are below commercial insurance 
reimbursement. 

The combination of the unusually large proportion of senior 
citizens (65+) in Florida (16.5 percent of Florida’s population 
versus 12.4 percent nationally27) and the sharp increase in the 
number of people in Medicaid translates to an increased demand 
for care pressing upon a limited supply of care providers. In a 
well-functioning market, this “supply bottleneck” should lead 
first to an increase in payments to providers, to attract more of 
them to the medical professions or to the areas of shortages, 
followed by an increase in supply.  But state budget pressures 
and competing demands could make it very difficult to increase 
Medicaid payment rates.

Florida should identify ways to redeploy some of the sav-
ings from managed care models or other sources into higher 
payment rates for providers serving the Medicaid system, 
particularly physicians and nurses. The state can participate in 
Medicaid demonstration grants under ACA, described below.

In addition to addressing the shortfall of physicians and 
nurses, Florida is challenged to assure adequate numbers of den-
tists and dental hygienists, pharmacists, social workers, nutrition-
ists, public health workers, community health workers and other 
professionals to meet the needs of a growing, aging, population 
with expanded access to insurance. 

The bottom line is that Florida faces an important challenge 
to first, assure an adequate number of qualified professionals to 
address the large number of new Medicaid enrollees, and second, 
an appropriate configuration of these professionals. Team-based 
care, featuring a mix of medical and social service personnel, is 
essential to providing a full range of services to this new popula-
tion. 

MEDICAID EXPANSION

Preparing to Meet the Needs of Patients With 
Chronic Illnesses

Large numbers of poor and near-poor non-elderly adults will 
be entering Medicaid for the first time, presenting a complex pro-
file of health needs. The majority will be adults without depen-
dent children, many of whom are between 45 and 64 years of age, 
with conditions such as diabetes, asthma, hypertension, chronic 
obstructive pulmonary disease, mental illness, and substance 
abuse. Many will have two or more of these chronic conditions. 
Some will be in bankruptcy, and some will be homeless.

A recent study by the Center for Health Care Strategies, Inc.
indicates that adults without dependent children reported signifi-
cantly poorer health status than those with dependent children 
across physical health, mental health, and disability domains. 
More than a third of low-income adults without dependent 
children reported that a disability prevented them from working, 
versus 11 percent of adults with children at home. Adults with-
out children also had more than twice as many inpatient admis-
sions, twice as many emergency room visits, three times as many 
mental health/substance abuse-related visits, and 30 percent more 
evaluation and management visits.28

 
A study by the Kaiser Commission on Medicaid and the Un-

insured found that low-income adults without dependent children 
frequently have limited English proficiency, lower education 
levels, and literacy issues that can make completing the enroll-
ment process difficult. Latinos and other non-native populations 
may face language and cultural issues that can serve as enroll-
ment barriers.29 These issues are also barriers to effective and 
efficient utilization of the health care system. Exhibit 3 illustrates 
a community-based organization’s “Natural Helpers- Community 
Health Worker” model for engaging hard-to-reach populations.
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Exhibit 3

Natural Helper/Community Health Worker & 
ConnectFamilias Care Coordination Model 

‘ConnectFamilias,’ a not-for-profit community partnership serving 
neighborhoods in Miami-Dade, FL, has pioneered a care coordina-
tion team model that links families to a wide range of social and 
health services. Eight Natural Helper/Community Health Work-
ers team up with Care Coordinators at some of ConnectFamilias’ 
nearly 50 partner organizations to provide a bridge for families in 
need of both formal services and informal hand-holding and sup-
port.  
    
“Natural helpers” – women and men living in the neighborhood 
– receive expanded Community Health Worker (CHW) training de-
veloped by the Collins Center to equip them to provide outreach, 
education, information, advocacy and support services to families.  

“These families face many challenges. The Natural Helpers/CHWs 
provide ongoing coaching and support along the way allowing for 
the removal of barriers and linking families to services and their 
community,” said Betty Alonso, Director of Programs.

Families who request assistance or who are identified as needing 
help and approached by a Natural Helper/CHW are assessed for 
a range of needs.  Uninsured family members may be eligible for 
Medicaid, Florida KidCare, or another health program, so the Natu-
ral Helper/CHW helps the family fill out the paperwork, refers them 
to a partner community organization that can enroll them, and 
helps address enrollment complications that arise. 

As a member of a Care Coordination team, the Natural Helper/
CHW helps connect families to a medical home at a local com-
munity health center or clinic, and encourages families to seek and 
obtain needed care. They make home visits, place phone calls, 
and may accompany a family to an appointment. Moreover, the 
CHWs are essential to providing information and assistance about 
preventive health care practices that keep people healthy and 
reduce the number of emergency clinic or hospital visits. 

With ACA’s Medicaid expansion down the road, the Natural 
Helper/CHW and Care Coordinator team model could play an 
instrumental role in outreach, enrollment, and access to appropri-
ate health care services. “The Care Coordination Teams will be 
retrained on the new eligibility guidelines, and will be critical in 
getting the word out,” said Myriam L. Monsalve Serna, Director of 
Community Engagement. 

For further information, contact Myriam L. Monsalve Serna, 
Director of Community Engagement,T; 786. 222.1061, E: 
myriam@connectfamilias.org or Betty Alonso, Director of  
Programs, The Miami Foundation (f.k.a. Dade Community 
Foundation), managing partner of ConnectFamilias,  
T: 305.371.2711, E: balonso@miamifoundation.org 
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Health Insurance Exchanges
Another key element of health reform involves the establish-

ment of Health Insurance Exchanges. These exchanges are in-
tended to give people with moderate incomes who are ineligible 
for public programs the opportunity to choose among a number 
of private health insurance plans, with  federal premium subsidies 
that are scaled to household incomes. 

Nationwide, approximately the same number of uninsured 
people attaining Medicaid coverage is expected to be newly 
insured through Insurance Exchanges. If that holds in Florida, 
about 0.7 million to 1.1 million uninsured Floridians would be 
newly insured through an Exchange.30 

States will be called upon to create an “American Health 
Benefits Exchange” for individuals and a “Small Business Health 
Options (SHOP) Exchange” for small businesses with up to 
100 employees.31 States may form multi-state Exchanges with 
neighboring states, form a single Exchange for the state, or allow 
more than one Exchange to operate as long as each one serves 
a distinct geographic area. Or, they may let the federal govern-
ment establish and administer Exchanges for their state. Access 
to the Exchange is restricted to U.S. citizens and lawfully present 
immigrants who are not incarcerated. The Exchanges will create 
four benefit categories of health plans (bronze, silver, gold, plati-
num) plus a separate catastrophic plan, to be offered in both the 
Exchanges and the small-group and individual markets.32  

To be eligible33 for these federal subsidies, which will take the 
form of federal income tax credits, people must have incomes 
within the range of 133 percent to 400 percent of the federal 
poverty line (FPL). ACA also establishes limits on the amount of 
out-of-pocket costs for people in this income range. For example, 
if a family had an income in the range of 100-150 percent of the 

FPL, their insurance plan would cover 94 percent of the full value 
of plan benefits; this proportion would decline to 85 percent of 
plan value for households with incomes in the 150-200 percent of 
the FPL range; 73 percent for those in the 200-250 percent range; 
and 70 percent of plan value for those with incomes between 250 
percent and 400 percent of the FPL. 

Major Issues            
Several major design issues and decisions will need to be ad-

dressed in order to prepare for the implementation of the Ex-
changes. 

 	
n Set up state-based Exchanges or let the federal govern-

ment set them up: As noted above, states must either 
demonstrate to the federal government by 2013 that their 
Exchanges are on track to be ready to serve consumers by 
the start of 2014, or indicate that they do not want to go 
through this process, in which case the federal government 
will do it and operate the Exchanges. At the present time, 
most states seem to want to try to do this in their own way, 
concerned that a federal set-up might not reflect their own 
orientation, political climate, etc. The federal government 
has made grants to the states to assist them in their plan-
ning for this implementation.

 n Governance: An important issue for Florida is whether 
the Exchange should be housed in an existing state gov-
ernment agency, versus being established outside of state 
government. Options for the latter include establishing a 
new nonprofit organization to operate the Exchange, or a 
quasi-governmental authority. Most states are likely to set 
up Exchanges outside of existing state agencies.
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n Integrating Exchange, Medicaid, CHIP enrollment: An 

additional challenge is how best to integrate Medicaid, 
private insurance, and Exchange activities, as required by 
ACA, and how to promote an interoperable and seamless 
system of intake, assignment and enrollment. An Ex-
change will likely require software that can link various 
health and human service systems along with develop-
ing connections with insurance companies. There will be 
a need for common, or at least consistent, protocols for 
sharing enrollment and eligibility information among the 
various parties participating in the Exchange and with 
Medicaid.

 	
n Enabling Legislation: There will be various legislative 

and regulatory requirements for delineating responsibili-
ties related to the Exchange. In some areas, regulatory 
decisions based on existing federal and state statutes will 
be sufficient while in other areas new state legislative 
authority may be required.

 	
n Whether to preserve the external market: Another issue 

is whether to preserve the “external market” for individual 
coverage rather than requiring the sale of all non-group 
coverage through the Exchange. Most states are likely to 
retain the existing non-group, or so-called “individual” 
market outside of the Exchanges.

 	
n Whether to allow insurers to operate only regionally: 

Frequently, health insurers will operate in some counties 
of a state but not others. At issue is whether Florida would 
want to permit carriers participating in Exchanges to 
continue this practice, or require them to provide statewide 
offerings.35

 	
n Self-sustaining funding: The federal government and the 

State will help with the initial funding of the Exchanges, 
but there will be a need to make them self-funding without 
resorting to government funds after a phase-in period. This 
will require some types of user fees on Qualified Health 
Plans operating in the Exchange, consumers, or both. 
There will be a need to determine how much funding is 
required for ongoing operations, as well as an assessment 
of alternative revenue streams from both purchasers and 
providers of insurance.

n State-only Exchanges or multi-state: States have the op-
tion of participating in a multi-state Exchange instead of 
running their own.

 n One Exchange for individuals or more: This issue 
involves whether a single Exchange or more than one 
Exchange should be set up. Should there be a statewide 
Exchange or a series of non-overlapping regional Ex-
changes? 

n Whether to merge markets: A related issue is whether to 
merge the individual market with the small-group market 
or leave them separate. 

n Functions of the Exchange: Another important open ques-
tion is whether the Exchange should primarily function 
only as a clearinghouse or a “farmers’ market,” featuring 
web portals and side-by-side comparisons, as well as en-
rollment,  or take on additional functions of an organized 
purchaser. Even under a “basic” approach, states will have 
to certify plans as qualified (e.g. being assured that plans 
have an adequate provider network), approve exemptions 
for reasons such as religious objections, set up a “navi-
gator” function to assist people in selecting plans, and 
provide some type of consumer support, such as through 
a hotline. Florida will have to interface with at least two 
federal agencies, the Social Security Administration or 
INS, to determine citizen status and residency; and the IRS 
to determine last year’s income. States will also have to 
determine family size, which together with income, will 
determine eligibility for subsidies. Care will have to be 
taken to assure that privacy is not breached in this process. 

n More optional roles and functions of an “organized 
purchaser”: Additional functions that could improve the 
value and quality of care offered through the exchange, 
include:
— Developing quality metrics and implementing rewards 

or penalties based on performance; 

— Education and outreach;

— Screening and early intervention, chronic care manage-
ment; 

— Active purchasing, limiting the number of plans that 
can participate, based on cost and quality consider-
ations.34 
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Benefits to Florida 
Exchanges hold the promise of offering multiple choices of 

affordable health plans to a large number of Florida residents 
who are either currently uninsured or under-insured. Many 
residents of Florida are in a financial situation where they will 
not qualify for Medicaid, are not old enough for Medicare, and 
yet cannot afford private insurance. Families with incomes of 
$40,000, $50,000, or $60,000 a year will typically fit this profile. 
These families usually have one or even two workers in the 
household, but frequently the employees do not work for an 
organization that offers health insurance. Even if the employer 
does offer insurance, many employees are excluded because they 
work part-time, have not been with the company long enough to 
qualify, or cannot afford their share of the premium.

A typical scenario is a family with an income of $53,500 a 
year, the current median family income in Florida, in which a 
family earner works for a company that does not offer health in-
surance.36 Family coverage would likely cost $12,000 to $14,000 
per year,37 representing about one-fourth of the family’s pre-tax 
income. It is not realistic to think that such a family could afford 
to buy family coverage. 

Under the Exchange, this family would receive a federal 
subsidy that would substantially lower the premium, which 
would likely bring it to an affordable level. The family would 
get a choice of several plans, and could select one that best fits 
its needs. Florida would not have to contribute any portion of 
this subsidy cost.

Key Challenges
Establishing health insurance Exchanges will require Florida 

state government to play a role in the commercial insurance 
market that goes well beyond running the Medicaid and CHIP 
programs. The state will need assistance from experts in pri-
vate health insurance issues and challenges. It will also have to 
figure out how to make smooth connections between the public 
programs and the Exchange. One approach is to set up a “single 
point of entry” with screening to determine whether people are 
eligible for Medicaid, CHIP for their children, or the Exchange.

Another important challenge involves determining a house-
hold’s income and then ascertaining the amount of subsidy for 
which the household is eligible. Then the Exchange would need 
to obtain the subsidy from the federal government, join it with 
the household’s own contribution to the premium, and direct the 
total premium contribution to the health plan that the household 
has selected. This will require close cooperation between the 
federal government and the state, and no doubt development of a 
secure system for electronically transferring funds.

Thus, states will need to develop a multi-stage process begin-
ning with initial screening of individuals; determining current 
enrollment in programs, verifying citizenship, residency, income, 
and family size;  determining eligibility for both public programs 
and subsidies for people going into the Exchanges; sending 
eligibility information to other programs; and sending enrollment 
information to the plans.

Then, on the health plan side of the market, the state must 
determine whether plans are qualified and whether they are in 
compliance with “medical loss ratio” requirements (described 
below), and engage in ongoing monitoring of plan rate increases 
and performance.

Taken together, these responsibilities repre-
sent a “heavy lift” and will require consider-
able planning and inter-agency coordination. 

Finally, an important challenge is to avoid “adverse risk selec-
tion” against the Exchange. Risk selection occurs when one in-
surer attracts a group of consumers who are more costly to serve 
than those enrolled with another insurer. Risk selection will be 
greatly reduced but not eliminated by insurance market reforms 
under ACA. Although plans may not deny coverage to sicker 
people, or price them out of affordable health coverage, they may 
compete in other ways. Moreover, insurers with a “better brand” 
or broader network of physicians may attract patients with more 
complex health needs, even within the same age brackets.  Risk 
adjustment measures the burden or risk of ill health covered by 
competing insurers, and then adjusts for it by providing addition-
al payments to insurers with a higher risk burden and assessing 
fees on insurers with lower risk profiles.38  

HEALTH INSURANCE EXCHANGES

{ }
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Florida should begin to develop a risk-adjustment 
system as part of its preparation for implementing 
Health Insurance Exchanges.

Insurance Market Reforms
ACA establishes a series of reforms in the insurance market 

designed to bring premiums within reach of all purchasers, re-
gardless of their demographic and health characteristics. The key 
provisions that were set to be in force as of September 23, 2010, 
are:

 n There will be no lifetime limits on the dollar value of cov-
erage, and restrictions on annual dollar limits on coverage;

n Young adult children may stay on their parents’ policies 
until age 26;

n There will be no pre-existing condition exclusions for 
children;

n Insurers are prohibited from rescinding coverage (cancel-
ling retroactively) except in cases of fraud or intentional 
misrepresentation.39 

n Reforms scheduled to be implemented in January 2011, 
intended to give consumers better value for their insurance 
premiums, include: 

— Requiring insurance companies to publicly report how 
they spend premium dollars, specifying how much goes 
toward actual medical care, activities to improve health 
care and administrative expenses such as marketing, ad-
vertising, underwriting, executive salaries and bonuses; 

— Insurance companies in the individual and small group 
markets that spend less than 80 percent of premium dol-
lars, and insurance companies in the large group market 
that spend less than 85 percent of premium dollars, on 
medical care and quality improvement activities must 
provide rebates to their enrollees, beginning in 2012; 

— Allowing states to request from the federal government 
an adjustment if requiring insurers in its individual mar-
ket to meet the 80 percent “medical loss ratio” standard 
is likely to destabilize the individual market resulting in 
fewer choices for consumers. 

— Establishing a process for reviewing increases in health 
plan premiums and requiring plans to justify premium 
increases. States would report on premium trends and 
recommend whether certain plans should be excluded 
from the Exchange based on unjustified premium in-
creases.

Reforms scheduled to be in place by 2014 include:
n Guaranteed issue and renewability: no one can be denied 

coverage or renewal of coverage;

n Insurers prohibited from varying premiums based on health 
status or gender;

n New limits on age rating: insurers may charge older people 
more than younger people, but the oldest consumers cannot 
be charged a premium that is more than three times the 
premium charged to the youngest consumers. 

n Prohibit insurers from placing annual limits on the dollar 
value of coverage.40 

Benefits to Florida
The new insurance market reforms will benefit many residents 

of Florida who have been either denied insurance coverage or 
priced out of the market. For example:

n The parents of a young child in Florida with a serious dis-
ability can obtain health coverage at an affordable price 
that does not restrict coverage for “pre-existing conditions,” 
which of course, are vital needs of this disabled child.

n A young adult in Florida who finishes college and would 
normally be dropped from his or her parents’ coverage at 
age 23 would have the option of remaining on such a policy 
until age 26.

n Cancer patients in Florida in the middle of chemotherapy 
and radiation therapy would no longer see their health 
insurance suddenly cancelled or discontinued retroactively  
because they accidentally answered one question incor-
rectly on their insurance application years earlier. 

n A 60-year old Florida worker who loses a job that provides 
employer group health coverage could now have a more af-
fordable option to purchase coverage until he or she is able 
to get group coverage again or reaches the age of eligibility 
for Medicare.

n An accident victim spending weeks in a hospital and 
months in recuperation in a skilled nursing facility would 
not find that his or her benefits were exhausted because of 
hitting the “maximum” just at the time of greatest need.
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Key Challenges
The insurance market reforms may pose a number of challenges. For example, as the counter-weight 

to reducing premiums for older workers when age differences in premiums are compressed to three-to-
one, premiums for younger workers are likely to rise. This may cause more of them to pay the fine of 
$95 in the first year, and eventually $695 per year rather than buy health coverage. 

Some observers are concerned that the provision outlawing policy recissions due to unintentional 
misrepresentation on an insurance application, may effectively give a green light to consumers to 
intentionally fail to disclose their medical conditions or other pertinent information, as intent is difficult 
to prove. This concern will be less relevant beginning in 2014, when insurers will not be able to reject 
applicants or vary premiums due to prior or existing health conditions.   

Moreover, there is a lot of work involved in setting up all of the new regulations, and also in 
ongoing compliance reviews. For example, determining if insurers are actually complying with the 
medical loss ratio requirements will involve complex reviews of costs and accounting regimes. Setting 
up processes for determining if insurers’ rate increases are “reasonable” and justifiable could get the 
government close to price controls.
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Employer and Individual Obligations
ACA imposes certain obligations on employers and individu-

als regarding contributing to health care. These are illustrated in 
the following text box:

Employer Obligations
n Employers with 50 or fewer employees are not required 

to offer health insurance or make any contribution to the 
government to help finance subsidies. These small firms 
are now eligible for a federal tax credit covering up to 
30 percent of their health insurance premium contribu-
tions, and as noted earlier, companies with up to 100 
employees will be able to use the Small Business Health 
Options (SHOP) Exchange beginning in 2014. 

n Employers with more than 50 employees are also not 
mandated to offer health insurance, but they are re-
quired to pay an assessment per worker if they do not 
offer coverage and at least one of their employees gets 
a subsidy through the Exchange. The first 30 of their 
workers are exempt from this assessment. For the addi-
tional workers, the fee is assessed if at least one worker 
in the firm gets a federal tax credit to use as premium 
assistance inside the Exchange. The company’s assess-
ment is a fee of $2,000 per full-time employee. 

n Employers who are already offering health insurance and 
have some of their employees going to the Exchange 
(instead of enrolling in the company’s plan) and getting a 
federal subsidy would pay the lesser of $3,000 for each 
employee receiving a premium credit or $2,000 for each 
full-time employee.

n Employers with more than 200 workers who offer cov-
erage must automatically enroll employees into their 
health insurance plans unless the workers specifically 
opt out.

Individual Obligations
n Beginning in 2014, U.S. citizens and legal residents are 

required to have qualifying health coverage. As noted 
earlier, the Florida Attorney General is challenging this 
provision in litigation working its way through the court 
system.

n Those who do not comply are subject to the following 
penalties: $95 in 2014; $325 in 2015; and $695 in 2016 
for the flat fee, or 1 percent of taxable income in 2014, 
2 percent in 2015, and 2.5 percent in 2016, whichever is 
higher. After 2016, the penalty will be adjusted accord-
ing to the cost of living.

n Exemptions will be granted for hardship, for reli-
gious objections, and for American Indians and other 
groups.42 

ACA provides states with a number of federal funding oppor-
tunities. Some of these new initiatives represent federal assis-
tance for the health care safety net; some provide new resources 
for public health and prevention; and others represent the chance 
to participate in innovative pilot or demonstration projects de-
signed to improve the delivery and financing of health care and 
achieve better health outcomes at a lower cost.

An important feature of ACA involves the provision of $11 
billion over five years in new federal support for community 
health centers and school-based health centers. Florida has 44 
federally qualified health centers operating in nearly 300 loca-
tions. A medical homes model, as described earlier, is frequently 
featured in these community health centers and can help reduce 
the estimated $1 billion or more in avoidable emergency room 
visits experienced in Florida in one year alone.41 

 
Florida should develop a plan to compete 
for a share of this new federal funding.

Appendix A provides a menu of opportunities for Florida 
to consider. It is not meant to be an exhaustive list of all of the 
provisions of the law, but rather a selection of some of the most 
pertinent and promising programs and opportunities.

There are a number of pathways that Florida could follow to 
participate in innovative demonstration and pilot programs aimed 
at improving health care delivery and the health of the popula-
tion. If Florida could successfully compete for and implement 
some of these grants, not only would more funding be brought 
into the state, but the health care delivery system could become 
more efficient, safer, and more effective. This would benefit all 
the residents of Florida. 

Opportunities to Draw in New Funds  
Through Grants and Demonstrations

{ }
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Financing
ACA relies on a variety of sources of financing to fully fund 

the expanded coverage, subsidies and other benefits under the 
law. The main sources of financing involve changes to Medicare 
and fees or tax increases. It is important to stress that the law 
does not cut Medicare benefits. In fact, the nearly 3.2 million se-
niors in Florida no longer have to make a co-payment for preven-
tive services such as mammography and colonoscopies, and they 
no longer pay extra for regular check-ups. The Medicare financ-
ing provisions involve changes in formulas for updating/in-
creasing payments to a wide range of provider groups that serve 
the program, reductions in payments to managed care plans, 
and a new board recommending cost containment measures.

Medicare Savings
The following savings are anticipated from various measures 

designed to slow the growth of Medicare spending. These main 
features are as follows:

 n Reduce the annual “market basket updates” for inpatient 
hospital, home health, skilled nursing facility, hospice, and 
other Medicare providers, and adjust for productivity. This 
means that annual Medicare payment increases will be 
smaller than would otherwise occur.

FINANCING

 n Restructure Medicare payments to Medicare Advantage 
(MA) plans, which are managed care plans serving about 
one of four people enrolled in Medicare. The adjustments 
would have the overall effect of lowering payments to MA 
plans, which many observers believed were higher than the 
payments under the fee-for-service system (critics of these 
cuts note that the higher payments could be at least partly 
justified by extra benefits that these plans provide). Plans 
will by no means be treated all alike. For example, there 
will be substantial bonuses paid to MA plans receiving high 
quality scores on Medicare’s current 5-Star rating system. 
The overall rate reductions will be phased in over a three- 
to six-year period.

 n Establish an Independent Payment Advisory Board to 
submit legislative proposals containing recommendations 
to reduce the per capita growth of Medicare spending if it 
exceeds a target growth rate.43 
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FINANCING

Fees and Tax Changes
Financing also relies on selected tax increases. The major 

provisions are:

 n  Increase the Medicare Part A tax rate on wages by 0.9 
percentage points (from 1.45 percent to 2.35 percent 
on earnings over $200,000 for individual taxpayers and 
$250,000 for married couples filing jointly), and impose 
a 3.8 percent tax on unearned income for these higher-
income taxpayers (effective January 1, 2013).

n  Impose an excise tax on insurers of employer-sponsored 
health plans with aggregate values exceeding $10,200 
for individual coverage and $27,500 for family cover-
age, effective January 1, 2018. This so-called “Cadillac 
tax” will be adjusted to allow higher thresholds of benefit 
value above which the tax on plans is triggered, for retired 
people 55-64 years old and for workers in high-risk pro-
fessions.

n  Limit the amount of contributions to flexible spending ac-
counts for medical expenses to $2,500 per year, updated 
annually for inflation, as of January 1, 2013.

 n  Impose new annual fees on pharmaceutical manufactur-
ers, medical device manufacturers, and health insurers, 
along with a 10 percent fee on indoor tanning services. 
These fees have varying starting dates, from 2012 to 2014, 
except for the tax on tanning salons, which began in 2010. 

 n  Impose fees or penalties on individuals and firms with 
more than 50 workers that do not comply with the obliga-
tions to obtain or offer insurance, as described above.

The financing mechanisms in ACA were designed to avoid 
cutting benefits under public programs and to insulate, to the 
extent possible, the great majority of taxpayers from an increase 
in taxes. The explicit tax increases noted above will affect about 
2 percent of households nationwide,44 and this is likely to be 
the case, approximately, in Florida. For example, if a family 
in Florida has an income of $300,000, and it gains net invest-
ment income of $20,000 in a given year, it will pay an additional 
$1,210 in income and payroll taxes.45  A family with an income 
of $230,000 a year will not be subject to either form of new 
taxation.
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In summary, the new health care legislation holds the promise of many benefits for the 
residents of Florida. These would take the form of a healthier population, potentially lower 
premiums and cost-savings as a result of reductions in uncompensated care, a healthier work 

force, greater use of health information technology, and the bargaining power of Exchanges with 
private health plans, among other factors. 

The state would have to spend some new money to help achieve these results, but the  
federal government would be putting in at least $10 in new funding over the decade for each 
$1 of new money from Florida for the Medicaid expansion. The subsidies for the Exchanges 
are paid entirely by the federal government.

The highest-income taxpayers in the state would experience an increase in taxes and many 
health care providers and insurers would pay new fees to help finance the benefits associated 
with subsidized coverage for lower-income and middle-income residents of Florida.

SUMMARY

Summary and Action Steps for Florida



February  2011   |   collinscenter.org   25

— Florida should begin preparations as soon as possible for 
building Health Insurance Exchanges. A plan is needed to 
develop a seamless system that screens people and directs 
them to either a public program such as Medicaid or CHIP, 
or to the Exchange, depending upon their circumstances. 
Initial focus should be on how to establish web portals for 
consumer “shopping” to select a health plan, income deter-
minations, and the interface with federal agencies needed 
to ascertain eligibility and the size of subsidies for which 
individuals and families qualify. A risk-adjustment mecha-
nism will also be needed.

— Florida should seriously consider making the Exchanges ac-
tive “organized purchasers” with clear accountability among 
health plans for both cost and quality of care. The state 
should try to align its new care management approach to 
Medicaid with its own employee benefit program, CHIP, and 
the Exchanges so that it can drive improvements in the qual-
ity, safety, and efficiency of health care throughout Florida. 
For example, the state could develop a consistent set of qual-
ity indicators and quality reporting requirements for metrics 
related to diabetes (e.g. hemoglobin A1C tests), asthma, and 
hypertension for use in Medicaid, the Exchanges, and state 
employee benefit plans.

n  Insurance market reforms constitute a critically impor-
tant complement to the Medicaid expansions and the 
Exchanges. Thus, the legislature should move quickly in 
2011 to provide the Insurance Department as well as the 
Agency for Healthcare Administration (AHCA) with the 
authority they need to implement the insurance market 
reforms that are a key feature of health reform.

n Florida should carefully and systematically review the 
menu of opportunities for new grants, contracts, and 
demonstration programs available under health reforms, 
and begin planning now to participate in some of these 
opportunities. 

This report highlights a number of possibilities, with a special 
focus on grants that might help the state reform the delivery and 
payment system under Medicaid, a clear state objective. Many of 
the new demonstration programs and grant opportunities, how-
ever, go well beyond Medicaid and hold the promise of making 
health care safer and more effective for all residents of the state. 
Of particular interest is the new $11 billion funding for assisting 
community health centers. A number of other grants are designed 
to improve the quality of care and patient safety, and this could 
benefit all residents of the state.

All changes will require resources as will continuing on the 
same trajectory. This report’s aim has been to point to potential 
options and resources that will benefit all Floridians while reduc-
ing costs to the state.

SUMMARY

Summary and Action Steps for Florida

Action Steps for Florida
The following recommended action steps are designed to help 

Florida prepare for the implementation of health reform. They are 
designed to maximize the potential benefits of the new law, and 
avoid, to the extent possible, the potential pitfalls and problems.

 n Florida will experience important direct and indirect ben-
efits to covering the uninsured that will ultimately more 
than justify the state’s relatively small share of the total 
cost of doing so. Therefore, the state should start planning 
now for the two key measures that will provide this cover-
age: Medicaid expansion and the Insurance Exchanges. 

— Florida should develop a multi-faceted and innovative ap-
proach to outreach and enrollment as it prepares for the 
Medicaid expansion beginning in 2014. This should include 
auto-enrollment; 12-month continuous eligibility, at least for 
children; simplified enrollment procedures and a concerted 
effort to work with community-based organizations and 
community health centers to identify eligible people and 
help them enroll.

— The Florida legislature seems headed toward moving nearly 
all Medicaid enrollees into some form of managed care. The 
intent is to feature timely access to primary and preventive 
care, disease management and integrated delivery systems 
while containing state Medicaid costs. To achieve this vi-
sion in the manner that is most beneficial to all patients, 
the state will need to move beyond county-level pilots to a 
new statewide plan. This will be required if the state is to 
hold onto federal support for the Low Income Pool. The 
state should also build in protections for people with very 
serious medical conditions and developmental disabilities, 
and assure that managed care organizations provide such 
people with the full range of services they require. Lastly, as 
seen with other Medicaid managed care pilots in Florida, the 
state should be careful with capitated payments to providers 
where it is hard to distinguish whether people were served 
appropriately. With managed care, one size does not fit all.

— Florida should assess the range and incidence of medical 
conditions of the poor and near-poor adult population with-
out dependent children, and develop systems for managing 
their needs. For example, when higher-risk patients are 
discharged from the hospital, e.g. people with diseases such 
as congestive heart failure or chronic obstructive pulmonary 
disease, a nurse practitioner could conduct a follow-up visit 
to the home, or at least make periodic telephone contact with 
the patients to alert them to danger signals, check on their 
conditions, and make suggestions where appropriate for 
seeing a physician. The development of individualized care 
plans for such high-risk patients is effective. And women 
with high-risk pregnancies should be given special attention 
and regular monitoring.46 
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n New funding for community health centers: the new law 
provides $11 billion nationally over five years to support com-
munity health centers and school-based clinics. This money 
can be used to help centers extend their hours of operation, 
hire new physicians and nurses, add new services, conduct 
needed repairs, and modernize facilities. This funding is avail-
able beginning in 2011.

n Pilot project for community health centers to assess indi-
vidualized wellness plans: Directs the Secretary to establish 
a pilot program to test the impact of providing at-risk popula-
tions who utilize community health centers funded under this 
section an individualized wellness plan designed to reduce risk 
factors for preventable conditions identified by a comprehen-
sive risk factor assessment (Section 4206).

n Enhanced federal match to provide health homes for 
chronically ill patients: Given the interest and direction in 
Florida’s Medicaid program of providing a managed care 
arrangement for all enrollees, this opportunity might be of 
particular interest. States with an approved Medicaid State 
Plan Amendment will receive a 90 percent federal match for 
two years for Health Home services for Medicaid beneficiaries 
with chronic conditions.47  The Health Home “expands on the 
traditional medical home model to build linkages to other com-
munity and social supports, and to enhance coordination of 
medical and behavioral health care.” 48 May begin January 1, 
2011 (Section 2703).

n Establish a Medicaid Quality Measurement Program: HHS 
will identify and publish a recommended core set of adult 
health quality measures for Medicaid-eligible adults. HHS will 
then establish a quality measurement program and appropriate 
funds under grants and contracts (Section 2701). 

n Medicaid Global Payment System Demonstration Project: 
Up to five states will be selected by HHS to participate in a 
pilot project to shift Medicaid payments to safety net hospital 
systems from fee-for-service to a global capitated payment 
model. This means that such hospitals would be the hub of a 
network of providers, including physicians, who would receive 
a fixed amount of funding to cover a wide array of services 
ranging from diagnosis and pre-hospital treatment through the 
hospital stay and for some period after hospital discharge. Pro-
viders would share risks with Medicaid but also be rewarded 
for lowering the total cost of the episode of care (Section 
2705).

n Medicaid Bundled Payment demonstration: Medicaid 
would offer a set of “bundled payments” for episodes of health 
care including hospital care and selected physician services 
that occur before, during, and after the hospital stay. Up to 
eight states can receive these demonstration project awards for 
this program, which runs from 2012 through 2016 (Section 
2704).

n Pediatric ACO Demonstration: Up to five state Medicaid 
programs will be selected to work with children’s hospitals and 
other pediatric providers on the development of “accountable 
care organizations,” or ACOs. The ACOs could receive incen-
tive payments based on demonstrating quality improvements 
and cost reductions. Providers would participate for at least 
three years (Section 2704).49 

n Grants for workplace wellness: HHS will be making grants 
to employers with fewer than 100 workers who provide access 
to comprehensive workplace wellness programs. This includes 
health awareness, adopting healthy behaviors and healthy 
workplace environments (Section 10408).

n Grants for community-based diabetes prevention pro-
grams: This program is targeted to assisting adults at high risk 
for diabetes to eliminate the preventable burden of diabetes 
(Section 10501).

n Demonstration to provide access to affordable care: Estab-
lishes a three-year demonstration program in up to 10 states 
providing access to comprehensive health-care services to the 
uninsured at reduced fees. Awards up to $2 million each to 
nonprofit, public/private partnerships (Section 10504).

 	
n Medical Malpractice Demonstration: States may receive 

five-year federal grants to develop medical malpractice 
reforms allowing for alternative ways to resolve disputes and 
reduce medical errors (Section 10607).

 	
n Integrating quality improvement and patient safety into 

clinical education: Medical schools and other health training 
schools may apply for support in developing and implement-
ing academic curricula to integrate quality and patient safety 
improvements into the clinical education of health profession-
als (Section 3508).50 

 	
n Prevention and Public Health Fund: This will be a major 

new $15 billion investment in public health and prevention. 
Includes prevention research, health screenings, Community 
Transformation grants51, and immunization programs (Section 
4002). 

APPENDIX A: FUNDING OPPORTUNITIES FOR FLORIDA UNDER ACA
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