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SEN. BAUCUS’ BILL WOULD GIVE TEXAS $448 
MILLION MORE IN FEDERAL MEDICAID  

FUNDS IN 2002 
 

On Thursday November 8, the Senate Finance Committee voted out Sen. Baucus' "Economic 
Recovery and Assistance for American Workers Act of 2001."  This should go to the Senate floor this 
week.  The bill has a number of important provisions that can help states maintain health insurance 
coverage during the recession. 
 
 
The three key provisions are: 

1.  The federal government would provide a 75% subsidy to 
help workers who are laid off after Sept. 11, 2001 purchase 
COBRA continuation health insurance coverage.  The 
subsidies would be made directly to the insurer (or plan 
administrator), so that the beneficiary would only need to pay 
the 25% balance to the insurer. 

Workers would be eligible for this for up to 12 months.  The 
provision would expire on Dec. 31, 2002 and no subsidies 
would be available after that time. 

2.  States would be given the option to expand coverage for 
displaced workers who lose their jobs after Sept. 11, 2001, 
who are not eligible for COBRA through Medicaid.  States 
may establish income and asset eligibility levels. States would 
earn the enhanced CHIP matching rate. 

States would also have the option to help pay the balance of 
COBRA premiums (i.e., beyond the 75% federal subsidy) 
for those eligible for the COBRA subsidy, who have 
incomes below 200% of poverty.  States would also earn the 
enhanced CHIP matching rate for this option.  These 
provisions would expire Dec. 31, 2002. 

3.  The Federal Medicaid matching rate (FMAP) would be 
increased in federal fiscal year 2002. 

There are three components to the increase:   

(1)  "hold harmless" - any state whose FMAP 
decreased between FY 2001 and 2002 (as Texas’ has, 
from 60.57 to 60.17) would use the 2001 rate, 
before applying the next adjustments.   
(2)  "across-the-board" - all states would have a 1.5 
percentage point increase in their FMAPs for FY 

2002.  That is, a state with a 50% match rate would 
be increased to 51.5%.   
(3) "high unemployment" - states with 
unemployment rates that are higher than the 
national average would receive an additional 1.5 
percentage point increase (for a total increase of 3 
percentage points).  States that qualify based on high 
unemployment in the July-September quarter would 
receive this increase all of FY 2002; other states may 
qualify for the balance of the year if their 
unemployment rates, as determined o a quarterly 
basis, exceed the national average.  [Note: an earlier 
version of the bill had increases of 1 percentage point 
and 1 percentage point, but the final version was 1.5 
and 1.5, as described.] 

According to estimates from the Federal Funds Information 
Service (FFIS), Texas would qualify for all 3 increases, 
resulting in a net increase in Federal Medicaid match for 
our state of $447.6 million for 2002.   

In order for a state to qualify for the across-the-board or high 
unemployment rate FMAP increase, it must maintain 
Medicaid eligibility at levels that are no more restrictive than 
those applicable on Oct. 1, 2001. 

WHY THIS MEDICAID RELIEF 
SENATE ECONOMIC STIMULUS 
PROPOSAL IS IMPORTANT TO 
TEXAS: 

• Texas Medicaid was “short-funded” by the 
legislature by $366 million for the 2002-2003 
budget period (state dollars only; when federal 
funds are considered the impact is about $1 
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billion).  Slower growth in state tax revenues and 
growing caseloads could put even greater pressure 
on the program.  The additional federal dollars 
proposed could help Texas prevent or reduce major 
cuts in Medicaid services or reimbursements. 

• Unlike the House Economic Stimulus proposal, the 
Senate proposal would commit new federal funds 
to short-term health care relief, and unlike the 
Administration’s proposal, it does so without 
taking funds away from the CHIP program. 

 
WHAT YOU CAN DO:  
This bill passed by a narrow margin (11 to 10) on a party line 
vote with Sen. Jeffords supporting the Democrats, and so 
may face serious challenges on the Senate floor.  You can play 
an important role by helping your state officials and Senators 
understand how vital changes like these could be.  In 
addition to calls to our U.S. Senators, calls to your State 
Representatives and Senators asking them to weigh in with 
Senators Hutchison and Gramm would be helpful. 

SENATOR HUTCHISON : 
E-mail: senator@hutchison.senate.gov  
Phone: (202) 224-5922 
Fax: (202) 224-0776 
District Office Information  
Phone: (214) 361-3500 
Fax: (214) 361-3502 
 
LT. GOVERNOR BILL RATLIFF  
(512) 463-0001 

SENATOR GRAMM 
E-mail: phil_gramm@gramm.senate.gov 
Phone: (202) 224-2934 
Fax: (202) 228-2856 
District Office Information  
Phone: (214) 767-3000 
Fax: (214) 767-8754 
 
GOVERNOR RICK PERRY 
(512) 463-2000 
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