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Restoring Medicaid Benefits and Services for the Elderly and Disabled 
 Should Be the First Priority 

According to the Texas Comptroller, $469.3 million in unused state dollars are available which could be allocated to 
reduce the health and human service budget cuts passed by the 78th Texas Legislature. Back in August 2003, state 
leaders allocated $167 million unused state dollars to avoid cutting services to aged and disabled Medicaid clients in 
community care programs, and to reduce the size of Medicaid and CHIP rate cuts for health care providers—but only for 
the 2004 fiscal year. The remaining $469.3 million unused state dollars should be used immediately: 
� To continue these community care and provider rate restorations in fiscal year 2005, and  
� To restore funding for critical health care benefits that were cut for adults on Medicaid who are overwhelmingly aged 

and disabled Texans. 
� After these restorations, the remaining uncommitted state funds should then be used to fund any shortfalls in 

Medicaid from higher-than-budgeted enrollment. Any funds that remain after caseloads are covered should be 
reserved for health and human service spending in the current 2004-2005 budget. 

� Finally, any increase in state tobacco taxes should be used to restore the large remaining health and human service 
cuts, and not for “school finance reform.” 

This Policy Page describes the available unspent money, and offers CPPP’s recommendation for the next, and immediate 
restoration priorities. A detailed analysis of the services and client populations affected is included. It also provides 
information on who at the Capitol has the authority to make these budget restorations now, before the next Legislative 
Session. 

What Money? How Much Money? 
Language in the state budget for 2004-2005 (a provision in 
Section 11.28, Article IX) allows for a pool of unallocated 
state dollars to be spent according to a plan developed by the 
Governor and the Legislative Budget Board through “budget 
execution.”  This pool includes funds from several sources, 
including unspent federal Medicaid fiscal relief funds 
(allocated by Congress in May 2003), “replacement” of 
federal fiscal funds that were used to certify a balanced 2004-
2005 state budget (repaid through fixes to the Texas 
Mobility Fund passed in the third called session), and funds 
freed up due to vetoes of bills by the Governor. The state 
comptroller reported in February that $469.3 million state 
dollars (general revenue, or GR) were available for allocation 
through budget execution. The comptroller noted that an 
additional $113 million in state funds could be allocated by 
the Legislature if a special session is held, for a total of more 
than $582 million.i  

HHS Budget Restorations for 2004-2005 So 
Far 
Medicaid Community Care Services for Elderly Texans and 
Disabled Adults:  The state budget bill as passed in May 
2003 assumed the state would reduce the hours of support 
services for about 100,000 elderly or disabled Texans who 
now receive help to remain at home (getting out of bed, 
dressing, bathing, using toilet, etc.), rather than in a nursing 
home. Under the budget bill passed in May 2003, almost all 
clients (i.e. all but about 1,800 of the fiscal 2003 enrollment 
of 101,500) would have had their hours of service cut by 
15%. This policy affects enrollees in 3 Medicaid funded 
programs: Frail Elderly (re-named Community Attendant 
Services Program in HB 2292), Primary Home Care, and 
Day Activities and Health Services (adult day care).  

However, state leaders announced in August 2003 that $36.4 
million (GR) would be used to avoid reducing hours of 
community care in 2004. No decision has yet been 
announced as to whether hours of service will still be cut in 
FY 2005.  
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Importantly, funding for these Medicaid Community Care 
entitlement programs for 2005 was apparently inadequate to 
even support services at the 85% level, and at least $100 
million GR (higher estimates have been mentioned) will be 
needed to ensure service hours are not cut in the second year 
of the budget.  

Medicaid provider rate cuts:  Medicaid and CHIP 
appropriations assumed rate cuts for most Medicaid and 
CHIP providers.ii  In August 2003, state leaders announced 
that $130.5 million in congressional Medicaid relief funds 
would be used to reduce the size of the planned cuts by 50% 
for fiscal year 2004. As a result, hospitals’ and doctors’ rates 
were cut by 2.5% instead of 5%; nursing homes 1.75% 
instead of 3.5%, and community care providers by 1.1% 
instead of 2.2%.  

Like the Community Care funding, these lower rate cuts are 
funded for the year 2004 only; no guarantee was made for 
the second year of the biennium, and state officials reserve 
the right to impose in 2005 the deeper cuts originally 
planned. In total dollars, the provider rate cuts were 
originally projected to cut payments to providers by $1.05 
billion over the 2004-2005 biennium. With the addition of 

$130.5 million GR to reduce the 2004 cuts by half, the 
projected (all funds) reduction in Medicaid and CHIP 
payments due to the rate cuts is still over $739 million. 
Presumably, to avoid imposing even deeper rate cuts in 2005 
at least $130.5 million (the amount used for 2004) will be 
required. 

CHIP Behavioral Health Restoration. The Governor 
announced in October 2003 that CHIP mental health 
benefits would be partially restored. The new coverage 
provides about half of the CHIP mental health benefit that 
was available before the Legislature’s cuts. Access to the 
restored benefit finally took effect February 2004. Because 
the state and CHIP health plans had already terminated 
virtually all mental health contracts, it took the state until 
February to have a system in place to pay claims for any 
mental health services provided between September 2003 
and February 2004. The state dollar cost of this restoration 
was projected to be $5.3 million for the biennium. However, 
according to the Governor and HHSC, these funds will not 
come from the pool of funds described above, but instead 
from savings accrued from the reorganization of health and 
human service agencies.  

CPPP’s Position on How State Leadership Should Allocate The Available and Unspent Funds 

According to official Legislative and HHSC projections, the 
combined impact of Medicaid and CHIP cuts, even after the 
restorations described above, will still total nearly $2.3 billion 
($835 million state dollars, plus $1.4 billion federal dollars) 
over 2004 and 2005. Thus, the unallocated funds available 
are not nearly sufficient to restore all Medicaid and CHIP 
cuts. Nonetheless, cuts in services to some of the most 
vulnerable Texans can be restored right now. 
On top of direct budget cuts, caseload growth may create 
additional fiscal pressure on the Medicaid program. 
Remarkably, the state budget assumes an average 2004 
Medicaid caseload that is lower than actual Medicaid 
enrollment was in FY 2003, followed by only a 1.1% 
increase from 2004 to 2005. Caseloads in January 2004 
already exceed the budgeted average for the 2004 fiscal year 
by more than 50,000 clients (budgeted enrollment is 2.45 
million, compared to actual enrollment of over 2.5 million). 
Most observers assume that additional Medicaid budget 
funds will be needed to accommodate actual caseloads, 
though HHSC will not project an official shortfall amount 
until April 2004. 
CPPP believes that virtually every cut to Medicaid and CHIP 
made by the 78th Legislature should be restored by the 79th 
Legislature. In the meantime, the $469.3 million in available 
GR should be used now in the following ways: 

� Fund in 2005 the restorations of Community Care and 
provider rates that were made in 2004. Medicaid 
Community Care services should be funded in 2005 to 
prevent service cuts, and funding should be allocated to 
prevent Medicaid and CHIP provider rate cuts from 
doubling in 2005. While no official cost estimates for 2005 

have been released, the best information suggests the amount 
is likely to be at least $230 million GR. 

� Restore Mental Health, Hearing Aids, Eyeglasses, and 
Podiatry Benefits that were Eliminated for Adults on 
Medicaid. The Legislature terminated coverage of several 
Medicaid benefits for adult Medicaid enrollees, 76.5% of 
whom are elderly or disabled. As of October 2003, Texas 
Medicaid no longer covers care provided by licensed 
professional counselors, master level social workers, PhD. 
psychologists or licensed marriage and family therapists; 
podiatric care; eyeglasses, or hearing aids for adults on 
Medicaid (principally aged and disabled individuals). The 
official HHSC estimate of the cost to restore these benefits 
for the entire biennium was $42.8 million; since six months 
of the biennium have now passed, presumably the cost would 
now drop to at most $32.1 million.  
HHSC budget documents used in the budget-writing 
process during the 78th Session estimated the impact of these 
benefit cuts (including chiropractic) at $18.7 million GR. 
However, when HHSC proposed rules to implement the 
cuts in July 2003, they issued corrected numbers totaling 
$42.8 million (see table above), some $24 million more than 
the earlier estimate. The incomplete cost impact information 
provided may help explain why lawmakers did not anticipate 
the serious impact of the cuts. Since six months of the 
biennium have passed, restoration should require $32.1 
million GR at most, and as little as $18.7 million if the 
state budget was drafted assuming only $18.7 million in 
“savings”. 

In the budget development process, the HHSC proposal to 
cut these “optional” Medicaid benefits for adults, though 
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identified in budget documents from the very beginning, 
simply never received detailed discussion, analysis, or public 
hearing in either the House or Senate. As a result, lawmakers 

were unaware of many of the consequences of eliminating 
these services. Later sections of this Policy Brief provide 
details about the impact of these budget cuts. 

The Center believes these critical benefits should be restored next, and restored 
now, rather than waiting until the next Legislative session in 2005. 

Restorations Must Focus on the Neediest Texans. Of all the cuts to Medicaid, CHIP and other health and human 
service programs, the Texans affected by the loss of these benefits and services are the poorest, sickest, and the most vulnerable. 
While many other cuts have negative consequences and should be restored, none of them creates so gaping a hole in basic 
survival services for a comparably needy population. A Texan with chronic severe mental illness should not have to go without 
therapeutic care until 2005. An elderly person in poverty and on SSI should not have to go without a hearing aid until 2005.  
A senior with diabetes should not have to wait until 2005 for podiatric care that could prevent amputation. 

Some have suggested that these benefits should be restored ONLY for nursing home and ICF-MR (institutions 
for persons with mental retardation) residents. To do so would be illogical, discriminatory, and not cost-effective. 
Illogical, because in reality the level of need of many aged or disabled Medicaid clients living in the community meets and even 
exceeds that of those in institutions. Discriminatory, because it would serve a senior citizen in a nursing home, but not a senior 
in the community-based waiver program, a mentally retarded adult living in the community, or a severely mentally ill adult 
living in the community. Cost-inefficient, because the services cut are critical to helping aged and disabled Texans prevent 
illness and injury and function in the community—preventing hospitalization, injury, expensive institutional placements, and 
even incarceration. 

� After these key restorations are made, the remaining 
funds should be reserved to address Medicaid caseload 
trends. The critical restorations listed above will leave at least 
$200 million (GR) to help fund any higher-than-budgeted 
caseload growth. Assuming that actual Medicaid caseloads 
create a shortfall, this is a reasonable and prudent reserve. If 
it turns out that all of the remaining unspent funds are not 
needed to meet Medicaid caseload pressures, the balance 
should be applied to additional restorations of Medicaid and 
CHIP cuts. 
Even with these restorations and meeting any caseload 
growth, devastating cuts to health care services remain. 
Had the 78th Legislature been willing to simply adopt a 
$1.00 increase in tobacco taxes most of these cuts would 
have been unnecessary. We are very concerned that the 

pressure for revenue likely to emerge in any session on 
public school finance may lead legislators to look to tobacco 
taxes as a possible source. CPPP believes any tobacco taxes 
should be reserved for restoring health and human services. 

� Any Increase in Tobacco Taxes Should be Used to 
Restore Remaining Medicaid, CHIP, and other HHS Cuts. 
A tobacco tax increase of $1.00 or more would be sufficient 
to restore the Medicaid and CHIP cuts enacted by the 78th 
Legislature. Any increase in this tax should be reserved for 
health and human services funding, and not diverted for 
public school finance (i.e., to “buy out” Robin Hood). 
Tobacco causes serious public health problems that place a 
strain on our public health care system. When we tax 
tobacco, the proceeds should go to pay for health care. If we 
instead use an increase in tobacco taxes to reduce property 

taxes, and also put a cap on the 
property taxes that support our local 
health care systems (as recently 
proposed by the governor), Texas 
communities will not only continue to 
bear the new burden of the 78th 
Legislature’s cuts, but also will be 
unable to raise revenues needed to 
make up for lost state and federal 
funding, and ultimately will be unable 
to maintain their health care systems. 
Texas’ health care system cannot afford 
to continue to absorb the higher 
burden of uncompensated care and the 
enormous loss of federal funding that 
has already resulted from these cuts.  

HHSC Estimated Impact of Adult Benefit Cuts 
 2004 2005  
From HHSC proposed Rules:    
Psychologists  1,850,700 1,849,770 $3,700,470
Social workers, License Prof. Counselors 15,283,200 15,275,520 30,558,720

Subtotal, MH professionals   34,259,190
Podiatry  1,631,800 1,630,980 3,262,780
Eyeglasses 2,156,874 2,155,790 4,312,664
Hearing Aids 477,600 477,360 954,960

Total, without chiropractic   $42,789,594
    
Chiropractic services 323,574 323,411 $646,985

Source: Texas Register, June 27, 2003 4698, 4700, 4701, 4702, 4705, 4706. 
Note: HHSC budget documents during 78th Session estimated impact of eyeglasses and hearing 
aids cuts at $9.2 million and impact of mental health, podiatry and chiropractic at $9.5 million. 
Thus, lawmakers believed they were cutting $18.7 million GR instead of the $43 million now 
estimated by HHSC. 



 
4 

Why These Restorations Are So Important: 
Eliminating Adult Medicaid Mental Health, Hearing Aids, Eyeglasses, and Podiatry Benefits Affects 

Primarily Elderly and Disabled Persons 

As of October 2003, for adults age 19 and older, Texas 
Medicaid no longer covers care provided by licensed 
professional counselors, master level social workers, PhD. 
psychologists, or licensed marriage and family therapists; 
podiatric care; eyeglasses, or hearing aids for adults on 
Medicaid, principally aged and disabled individuals. (Also 
eliminated: chiropractic care.) 

Over three-quarters of Texans Affected are Aged or 
Disabled. As of January 2004, there were 2.5 million Texans 
enrolled in Medicaid. Of these: 

• 1.66 million were children (about 68,000 of these 
children or 4% of these are disabled children) 

• 839,000 were adults, and of these adults, 642,000 
(76.5% of the adults) were elderly or disabled. 

These Texans Have Many Critical Needs. They are the 
chronically mentally ill, persons with mental retardation, 
nursing home residents and other vulnerable populations. 
The majority of Texans in the following adult populations 
are Medicaid recipients, either as SSI beneficiaries or long 
term/community care clients: 

• Most adult Texans with significant mental retardation; 
• Most Texans with serious mental illness that began 

before or in early adulthood; 
• Most Texans in nursing homes (about 70% of all 

Texans in nursing homes); and  
• Many Texans with major disabilities acquired before or 

in early adulthood. 
Eliminating mental health therapies, podiatry, eyeglasses and 
hearing aids for all adults on Texas Medicaid means taking 
benefits away from the majority of adult Texans in these 
groups. More detail on these populations follows. 

The Elderly and Disabled. Medicaid covers great numbers of 
medically uninsurable adult Americans. One major group 
Medicaid covers is those individuals on Supplemental 
Security Income, or SSI. SSI is the Social Security system’s 
safety net for persons who are either elderly and poor, or 
disabled and poor. Put simply, SSI ensures that a senior (age 
65 or older) who lacks adequate retirement benefits will 
receive a monthly income of at least $564 a month in 2004 
(73% of the federal poverty income, which is $776 per 
month). Similarly, adults under 65 who are found to be fully 
disabled by Social Security but who lack adequate (or any) 
work-related disability benefits are also assured the same 
monthly income under SSI (as are children with serious 
disabilities, though the disability standard for children is 
stricter than for adults). Persons who acquire a disability 
(including mental retardation or severe mental illness) before 
adulthood or early in adulthood typically will become SSI 
recipients and receive Medicaid for the remainder of their 
lives.  

Adults on SSI account for 60% of the roughly 642,000 aged 
and disabled Texas Medicaid recipients. Thus, the majority 
of the aged and disabled clients who have lost the benefits 
listed above live on less than $564 per month and are 
unlikely to be able to replace mental health or podiatry 
services or buy eyeglasses or hearing aids, now that the 
Legislature has cut off these benefits.  

The remainder are aged or disabled adults who meet the 
medical necessity standards for institutional care, and are 
either in an institution, or a program designed to help them 
avoid institutionalization. Persons with this level of need can 
access institutional or community care services. Income 
eligibility for these services is up to 3 times the SSI limit. 
Even among the aged and disabled enrollees who qualify 
with incomes above the SSI income limit due to their Long 
Term Care needs, many actually have little or no disposable 
income available to purchase the benefits that have now 
been cut—despite their technically higher incomes. This is 
because their higher incomes are already being applied to the 
cost of their care. All but $30 per month of nursing home 
residents’ income goes directly to the nursing home, and 
many community care waiver clients must similarly spend 
most or all of their income to purchase their room and 
board, which Medicaid does not cover. 

As noted above, the suggestion that benefits should only be 
restored for clients in institutions (nursing home, ICF-MR) 
simply cannot be justified. There are about 39,000 Medicaid 
recipients in waiver programs today and another 110,000 on 
waiting lists for community care waiver programs, virtually 
all of whom require the same level of care as an 
institutionalized person. Add to that the population of 
chronically mentally ill adults, too many of whom are simply 
trying to survive in the community, but cycle in and out of 
psychiatric hospitals and jails. Limiting benefits to those in 
institutions would also leave elder abuse victims and 
domestic violence and sexual assault survivors without care, 
and child abuse and sexual assault perpetrators without 
treatment. 

Other Affected Adults. The remaining 23.5% of Texas 
Medicaid adults who are not aged or disabled are in one of 
two groups. The first group consists of parents of dependent 
children in extreme poverty—living on less than $188 per 
month for a single parent with 2 children, or $308 per 
month if the parent is working (14.4% or 24% of poverty 
respectively). These parents include those on TANF cash 
assistance , former TANF parents receiving time-limited 
“transitional” Medicaid, and parents at TANF income levels 
who are not getting cash assistance benefits. The second 
group consists of pregnant women receiving time-limited 
Medicaid Maternity coverage. Incomes for this group are 
higher, with the reduced cap imposed by the 78th Legislature 
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set at 158% of the federal poverty income, or $1,226 per 
month for a single pregnant woman (the cap before the 
budget cut was 185% of poverty). 

More About the Numbers: Dollars and 
People 
False Economies. It is worth noting that these particular 
benefit cuts are likely to result in otherwise avoidable illness, 
injury, hospitalization, institutionalization, loss of 
independence, loss of functional ability, and out-of-home 
placements, all of which will cost Texas taxpayers far more 
than the cost of delivering these eliminated primary and 
chronic care services. Texas law enforcement officials are 
already reporting increased arrests and incidents involving 
person with mental illness (exacerbated by direct funding 
cuts to MHMR, see below). Mental health professionals and 
family doctors alike have lamented the loss of therapy and 
counseling services for those with mental illness, projecting it 
will drive up psychiatric emergencies and hospital 
admissions. Lack of access to care for adults in child and 
elder abuse cases, and for sex offenders will add costs to 
taxpayers for criminal justice interventions and the removal 
of abuse victims into foster care. 

Texas Podiatrists project that, rather than “saving” $3.2 
million by cutting off care, Texas Medicaid will experience 
substantial new costs in E.R., amputations, and 
rehabilitation. Clinical studies have found that programs of 
preventive foot care for diabetics reduce E.R. visits by 81%, 
hospital admissions by 89%, and amputations by 79%; and 
Medicaid and Medicare data show that the average E.R. visit 
is more than 10 times the cost of a podiatric office visit. The 
U.S. enters for Disease Control (CDC) put the estimate of 
avoided amputations even higher, at 85%. 

Controlling Costs 
Tools for cost containment already exist. There has been no 
evidence of inappropriate use of these mental health, 
podiatry, eyeglass, and hearing aid benefits for adults (some 
provider abuse cases for children’s dental and mental health 
services have been uncovered and prosecuted). Moreover, 
Texas Medicaid is embarking on statewide implementation 
of Medicaid managed care, and in urban areas most aged and 
disabled residents will also receive coordination of their long-
term care needs as well. Any and all utilization management 
needed to ensure appropriate use of these four benefits can 
and should be built into the contractual obligations of 
HMOs and the PCCM contractor (ACS). Moreover, the 
savings projected to result from managed care will reduce the 
overall cost of restoring these cuts to below the estimated 
levels. 

How Many Adults Used These Benefits? 
HHSC has not provided comprehensive estimates of the 
numbers of individuals needing but denied the eliminated 
services. HHSC did make available during the regular 2003 
legislative session numbers of individual adults using these 
services in FY 2002 through traditional Medicaid (non-
Managed Care), noting that the numbers were incomplete 

(low) due to lack of detail about services delivered via by 
managed care. Currently, about 40% of Texas Medicaid 
clients are enrolled in managed care at any point in time, and 
aged and disabled adults are disproportionately in traditional 
fee-for-service Medicaid. With that caveat, in 2002 the 
following numbers of individual adults used these benefits in 
fee-for-service Medicaid:  Hearing Aids 5,546; Vision Care 
(Optometrist, eyeglasses, etc.) 169,928; Podiatrists' Services 
64,765; Psychologists' Services 10,081; Licensed Medical 
Social Worker-Advanced Clinical Practitioner Services 
103,408; Licensed Professional Counselors 14,546; and 
Chiropractic Services 8,621. 

Why Are These Services So Important? 
Podiatry is critical for persons with diabetes, as well as those 
with other circulatory and mobility impairments. Without 
timely podiatry care, foot ailments can worsen, leading to 
loss of mobility and avoidable amputations. It is estimated 
that over 116,000 diabetics have lost podiatry coverage due 
to this cut. Diabetes advocates warn that the elimination of 
podiatry services care will undoubtedly increase the number 
of Texans living with lower extremity amputations, with the 
resulting disabilities driving more poor Texans living with 
diabetic complications out of the workforce, and into the 
disability assistance system.  

Diabetes disproportionately affects Hispanic and African-
American Texans, who are 1.9 and 1.7 times more likely to 
have diabetes, and at far greater risk of subsequent 
amputations, than other Americans. 

Eyeglasses. Diabetes advocates are also concerned about lack 
of eyeglass coverage, as vision problems are a common effect 
of diabetes. Texas groups that help low-income persons get 
eyeglasses must now redirect their scarce resources to 
accommodate a huge new population of elders in poverty 
who lack coverage for this critical benefit. This in turn limits 
funds available for children who need glasses. Some of the 
first alarms over this cut have come from nursing home and 
residential providers for persons with mental retardation, 
who are dealing with clients in need of eyeglasses but who 
have no way to pay for them (more below). One Optometrist 
who works with nursing facilities reports that half of his 
clients are now not getting eye glasses; many have no family 
at all, some have family that cannot afford eyewear (which 
often costs $150 or more), and still others have no relatives 
willing to pay.  

Hearing aids are needed by a significant percentage of elderly 
Medicaid clients. AARP reports that nearly 40% of 
Americans have hearing impairment by age 65, and the 
percentage increases thereafter. Hearing aid prices in Texas 
range from $400 to $3,000 (before taxes or fitting charges).iii  
Even at the lowest price, it is virtually certain that a senior or 
disabled person living on SSI’s $564 per month will be 
unable to afford a hearing aid now (Medicare does not cover 
hearing aids). Concerns about this issue are also being raised 
by nursing homes. Residents who lose or break a hearing aid 
may simply have to go without  
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One hearing aid provider in rural Northeast Texas reports 
that about 10% of his clientele (and 10% of his business) 
have lost access to hearing aids because of this cut. His clients 
are primarily elderly, with about 70% of the Medicaid clients 
being nursing home residents, and the remainder mostly 
seniors and disabled adults (including individuals with 
mental retardation). This is the only hearing aid provider for 
150 miles that has accepted Medicaid, and he routinely 
serves clients from several surrounding counties. He reports 
that the majority of his senior clients have no family support. 
The minimum income to qualify for a hearing aid loan is 
above the SSI income limit, and those few seniors who can 
qualify would be subject to very high interest rates on those 
loans. He reports that nearly all his senior Medicaid clients 
will simply have to go without a hearing aid, as there are no 
charity programs available to serve them. 

Mental Health Services Cuts Affect a Wide 
Range of Community Programs   
Texas’ adult Medicaid population is a group with higher-
than-average mental health needs. Alarm about the 
termination of mental health counseling and therapy services 
has been raised by a wide variety of social service agencies 
whose clients have associated behavioral health needs. 
Medicaid mental health counseling services were used by, but 
have now been cut off for: nursing home residents; clients 
with mental retardation in ICF-MRs and community-based 
programs; parents in child abuse and neglect cases; adults in 
elder abuse cases; sexual assault survivors; domestic violence 
survivors; crime victims; and of course chronically mentally 
ill persons.  

Child and Adult Protective Services. Many of parents who 
have been found by CPS to abuse or neglect their children 
are mandated to courses of counseling, and a significant 
share of these parents are Medicaid-eligible. Without the 
ability to bill Medicaid for these services, some parents will 
have to go without counseling, or 100% state or local dollars 
will have to be used for these services (losing the 60% federal 
share). Family counseling (i.e., group counseling in which 
the child participates) for children who have been abused can 
still be billed under the child’s Medicaid coverage, but 
therapy for the neglecting or abusive parent may not be 
available. In cases of sexual or severe physical abuse, the 
intensive services needed by the perpetrator will not be 
possible or appropriate to deliver with the child present. 
Family violence agencies report increased numbers of 
referrals for counseling from local CPS offices, due to the 
reduced ability to access Medicaid-funded care in the 
community. Similar issues are related to adults involved in 
elder neglect or abuse; however, in these cases elderly victims 
who are Medicaid-eligible may also be unable to receive 
counseling to help recover from the trauma of abuse. 

Nursing Home Residents. About 70% of Texas nursing 
home residents are paid for by Medicaid, and a very high 
percentage have depression or other behavioral health issues. 
The typical Texas Medicaid nursing home resident is a 
widow over age 80 who has heart disease, diabetes, and some 

level of mental impairment. She typically has no family 
members (nursing home providers estimate 50% have no 
family members), or family which visits only infrequently. 
When seniors are being treated for depression, psychiatrists 
and other medical doctors who prescribe medication depend 
on being able to refer the Medicaid nursing home client to 
visiting counseling services to help them cope with their 
condition, to support the client in taking the medications, 
and to provide feedback about the effectiveness of 
medication treatment and changes that may need to be 
made.  

Nursing homes also serve younger Texans with disabilities, 
sometimes after a traumatic injury or illness has turned their 
lives upside down. In these cases, therapy can be a life-saving 
component needed to help an individual cope with a sudden 
loss of independence and function. If mental health 
professionals can no longer bill Medicaid, many clients will 
not get the mental health care they need to gain a maximum 
level of independence and the best possible qualify of life.  

Thus far, nursing homes are trying to meet some of the needs 
of residents using their limited nursing staff, but they are 
concerned about the long-term impact of losing mental 
health and podiatric care.  

Community Mental Health Centers. Many Community 
Mental Health Centers around the state provide counseling 
services by licensed psychologists, licensed masters social 
workers–advanced clinical practitioners, and licensed 
professional counselors. Just as described above, counseling 
and therapy are relied on as companions to medication 
treatment, and have been shown to dramatically improve 
medication compliance as well as to improve outcomes for 
persons with major psychiatric disorders. Depending on the 
location, Centers report that 15% to 30% of their adult 
clients are Medicaid eligible. In a quick survey of Texas 
Centers, about two-thirds of centers responded and 
estimated that over 3,600 of their clients would lose services 
with this cut. Diagnostic services by mental health 
professionals (often performed by PhD. Psychologists) are no 
longer covered, which creates a problem both inside and 
outside the MHMR centers. 

Given the staffing and administrative budget cuts already 
facing Community Mental Health Centers under the state 
budget, it is not clear whether or how the clients who used to 
receive Medicaid services are being served. For example, the 
“priority population” for adult MHMR Center clients was 
re-defined by the 78th Legislature to be limited to persons 
with schizophrenia, bipolar disorder, or severe depression. 
The rationale for this change was to focus the inadequate 
“pot” of state dollars for the severely mentally ill on the 
population with the highest need and the greatest likelihood 
of being institutionalized or incarcerated without adequate 
treatment. However, this new priority population concept 
never contemplated that Medicaid adult clients with other 
psychiatric diagnoses—and thus newly excluded from access 
to Community MHMR systems by this change—would also 
lose access to mental health care from other community-
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based agencies or private practitioners as a result of the 
Medicaid benefit cuts. Nor did it contemplate that a severely 
mentally ill adult might gain the benefit of a new disease 
management program, yet still be unable to function in the 
community because he is unable to get a hearing aid or 
eyeglasses.  

MHMR Centers are trying to help clients affected by both 
the Medicaid cuts and the priority population change find 
mental health services elsewhere, and nonprofit counseling 
agencies and family violence centers report high volumes of 
referrals of former MHMR clients. But those agencies are 
themselves struggling to recover from the loss of Medicaid 
coverage for adult mental health services. One faith-based 
west Texas agency reported that it lost funding for 10% of its 
clients as a result of the Medicaid cuts. Now, adults who are 
on SSI and eligible for Medicaid are competing for limited 
charity dollars and local funds to access mental health care. 
New referrals of adult Medicaid clients arrive daily, but the 
agency cannot serve them all. Like most non-profits, these 
charitable counseling centers report that their community 
donations are down about 50% compared to pre-recession 
levels.  

Family Violence Shelters, Sexual Assault Survival Agencies, 
and Crime Victim Assistance Agencies routinely provide 
short-term counseling to survivors of sexual assault and 
domestic violence. Patients with more serious mental illness 
have been referred to MHMR, and clients with long-term 
counseling needs have been referred to community nonprofit 
agencies and individual providers for counseling. Before the 
benefit cuts, Medicaid was the only source of payment for 
many of these clients. Without Medicaid coverage, and with 
access to Crime Victims’ Compensation Fund support for 
counseling needs becoming more difficult to obtain, many 
domestic violence and other violent crime victims may go 
without the services they need to get back on their feet—and 
stay there. Family violence agencies have also relied heavily 
on access to MHMR Centers in the past, but now report that 
only clients in a state of life-threatening mental illness can be 
served by the Centers. Additionally, Community MHMR 
centers, as well as other non-profit mental health agencies, 
have increased their referrals of clients back to the family 
violence agencies’ own counseling programs, in response to 
decreased resources at the Centers and in the community. 
One family violence center reports getting 10-15 calls per 
week from former MHMR clients in search of counseling 
services. 

Intermediate Care Facilities for Mental Retardation 
(ICF/MRs). These entities refer resident clients with 
behavioral health diagnoses (in addition to mental 
retardation) to psychologists and other mental health 
practitioners who bill Medicaid. Their needs are very similar 
to those described above for nursing home residents.  

Unlike nursing homes, ICF-MRs are required to provide all 
medically necessary services to clients, even if the service can 
no longer be billed to Medicaid. This means that Texas ICF-
MRs have had to pay out of pocket for eyeglasses, hearing 

aids, podiatry, and a portion of mental health services for 
their clients since October 2003, even though those costs are 
not reflected in the rates they are now being paid (on the 
contrary, rates were reduced 1.75%). Under current payment 
methods, these substantial new costs will not be reflected in 
the rates they are paid (based on cost reports) until 2006 at 
the earliest. (Rates have both been cut and not updated for 
2004 and 2005, so there is no guarantee that the Legislature 
will authorize the inclusion of new increased costs even in 
2006.)  ICF-MR Clients with behavioral problems must, 
under MHMR standards, have a behavior plan written and 
monitored by a psychologist, but these visits to the 
psychologist can no longer be billed to Medicaid for most 
clients (an exception exists for clients with mental retardation 
over 65 who are also on Medicare, more below).  

Stories from two non-profit ICF-MRs are illustrative. One 
group home for 6 residents reports that 4 of the 6 have 
eyeglasses, one has a hearing aid, 3 are in counseling, and all 
6 use podiatry. Glasses average $150 per pair and clients with 
mental retardation are prone to lose and break them. The 
client using a hearing aid required 2 replacements at $800 
per aid in the last year, despite concerted efforts to work with 
the client to help him take better care of the hearing aid. 
Clients attend counseling 3 times per month at $70 per 
session. Podiatry for all 6 has been provided quarterly at $60 
per visit. As a non-profit, this facility is struggling to keep 
providing these unreimbursed services, at a time when 
charitable donations remain down. Another not-for-profit 
ICF-MR reported a similar census: out of 13 residents, 9 use 
counseling, 8 wear eyeglasses, 4 have hearing aids, and several 
require podiatry.  

Other Populations with Special Needs for Counseling. At 
the July 2003 public hearing on proposed rules to eliminate 
coverage of the mental health services for adults, a variety of 
professionals from all over the state reported on the services 
they provide to Medicaid enrollees. Testimony was provided 
about the vital role that Medicaid mental health care services 
play for diverse patient types, including the following: 

• End-Stage Renal Disease (ESRD) and dialysis patients:  
help adjusting to a life-threatening chronic illness; 

• Homeless parents: while we often think of the homeless 
mentally ill, parents with dependent children who lose 
their homes often need counseling or social work services 
to help cope with—and recover from—their financial 
crisis;  

• Assisted living and rehabilitation facilities’ patients: as 
with nursing home clients, both seniors and young 
adults often need help adjusting when traumatic injury 
or illness has resulted in loss of independence and 
function; 

• Hospice patients: terminally ill patients sometimes 
require an element of counseling or social work care as 
part of their end-of-life care;  

• Chronically mentally ill residents living in the 
community: public health clinic officials, an urban 
psychiatric emergency service administrator, and a 
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mental health consumer all reported that access to 
counseling services is critical to proper diagnosis and 
treatment, maintaining compliance with medication 
regimens, preventing costly hospitalizations, and 
preventing arrests and incarcerations. Because wait times 
of several weeks to see a psychiatrist are common (even 
after a crisis stabilization or hospitalization), the ability 
to refer clients to counseling services is critical to prevent 
relapse following a psychiatric emergency; 

• Registered sex offenders:  significant numbers of 
registered sex offenders receive therapy via Medicaid 
which is critical to preventing more offenses, and an 
issue of public safety.  

What Remains of Medicaid Adult Mental 
Health Services? 
Because physicians’ services cannot be eliminated under 
federal Medicaid law, psychiatrists’ services are still available. 
However, very few Texas psychiatrists accept Medicaid 
because of the low reimbursement rates. Also, in today’s 
mental health delivery systems (particularly in the public 
system and its treatment of chronic and severe mental illness) 
psychiatrists’ services are reserved almost exclusively for 
diagnosis and medication management. Psychiatrists and 
other medical doctors who serve the Medicaid population 
rely on the availability of mental health counseling and 
therapeutic services to make the medication component 
effective. Access to a therapeutic component of care has been 
shown to be critical to keeping the chronically mentally ill on 
their medications. Individuals who stop their medications 
will still have access to Medicaid-funded (and costly) 
emergency room or inpatient hospital care, or the 
incarceration they may require if they drop off of their 
medications. 

There are still Medicaid “mental health rehabilitation” and 
case management optional services which can be paid only 
to MHMR Centers. Rehabilitation is not a substitute for 
counseling or therapy; it is essentially a supportive activity 
that is not required to be provided by professionals with 
counseling or therapeutic training or credentials (see above for 
more on MHMR centers).  

Medicare’s Role 
Some of the seniors who are on Texas Medicaid are also on 
Medicare (known as “dual eligibles”), and can get some 
psychologist and Masters level Social Worker services. 
Podiatry can be covered by Medicare for some dual eligibles 
(limited to certain conditions). However, Medicare does not 
pay for routine eye exams and eyeglasses, nor for and 
“hearing aids or examination for the purpose of prescribing, 
fitting, or changing hearing aids."  

Federally-Qualified Health Centers (FQHCs) 
Federally-Qualified Health Centers are required by federal 
policy to include a mental health component in their service 
array, and Texas Medicaid cannot stop coverage of FQHC 
services. This means FQHCS can continue to provide 

behavioral health services; however, Texas FQHCs lack the 
capacity to absorb the diverse mental health needs of the 
entire adult Medicaid population, and many Texans on 
Medicaid do not have access to an FQHC in their city or 
county.  

Who Will Decide Whether to Restore these 
Benefit Cuts 
As noted above, under the terms of the 2004-2005 state 
budget act, these cuts can be restored now (without a 
legislative session) by the Governor and the Legislative 
Budget Board through “budget execution.” 

Governor Rick Perry 
Lieutenant Governor David Dewhurst,  
Speaker of the House of Representatives Tom Craddick,  
Senator Steve Ogden, Chairman, Senate Finance Committee 
Representative Talmadge Heflin, Chairman, House 
Committee on Appropriations 
Senator Judith Zaffirini 
Senator Robert Duncan 
Senator John Whitmire 
Representative Fred Hill 
Representative Vilma Luna 

Tell Your Story 
CPPP is undertaking a statewide effort to collect stories 
about the impact of budget cuts enacted by the 78th 
Legislature. If you have a personal or professional story about 
the impact of these benefit cuts, please visit our web site at 
http://www.cppp.org/stories.html and add your experience 
to the collection. 

For more information about this Policy Brief contact Anne 
Dunkelberg, Senior Policy Analyst, at: 
dunkelberg@cppp.org, or (512) 320-0222 X102. 

You are encouraged to copy and distribute 
this edition of 

THE POLICY PAGE 
CPPP is a 501(c)(3) non-profit, non-partisan policy 
research organization. Consider a donation to the 

center--visit http://www.cppp.org/order/support.html 
 

                                                 
i The Comptroller’s estimate incorporates actions by the Legislative Budget Board, 
which voted on February 9 to allocate funds out of this pool ($17 million for higher 
education purposes and up to $2.5 million to Secretary of State for elections costs). 
ii Medicaid providers who receive “cost-based” reimbursement (e.g., children’s 
hospital’s, federally qualified health centers) were exempted from the cuts. 
iii Consumers Union Southwest Regional Office, “Study finds purchase of hearing 
aids a frustrating experience for many,” April 21, 2003, 
http://www.consumersunion.org/pdf/HearingAids.pdf. 


