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HEALTH CARE CHALLENGES
IN THE STATES

This report is part of a series that explores promising state efforts
to manage health care costs across a range of spending areas.

To find other reports in this series, please visit
www.pewstates.org/healthcarespending.



Overview

Nationwide, spending on both health
care and corrections is putting serious
pressure on state budgets. Medicaid—the
largest component of states” health care
spending—has been the fastest-growing
part of state expenditures over the past
two decades, with corrections coming in
just behind it."!

Despite increasing interest among
policymakers and taxpayers in improving
outcomes and controlling costs in health
care and corrections, the intersection of
these two areas—health care for prison
inmates—has garnered comparatively little
attention. To better understand spending
for inmate health services, researchers
from The Pew Charitable Trusts analyzed
cost data from the 44 states included in

a study by the federal Bureau of Justice
Statistics, or BJS.

Pew found that prison health care
spending in these 44 states totaled $6.5
billion in 2008, out of $36.8 billion

in overall institutional correctional
expenditures.” Most states’ correctional
health care spending increased
substantially from fiscal 2001 to 2008, the
years included in the BJS report:

= Spending increased in 42 of the 44
states, with median growth of 52
percent.” In a dozen states, prison
health expenditures grew 90 percent
or more. Only Texas and Illinois
experienced inflation-adjusted
decreases in this spending area.”

= Per-inmate health care spending
rose in 35 of the 44 states, with 32
percent median growth.

= In 39 of the states, prison health
care costs claimed a larger share of
their total institutional corrections
budgets, increasing, on average,
from 10 percent in fiscal 2001 to
15 percent in fiscal 2008. Maine,
Nevada, North Dakota, Oklahoma
and West Virginia were the only

K

exceptions.’

This significant growth reflects, in part,
the rise in prison populations nationally.
From 2001 to 2008, the number of
sentenced prisoners in correctional
institutions increased by 15 percent, from
1,344,512 to 1,540,100.° This rise was
part of a multi-decade trend; the number
of Americans in prison nearly tripled from
1987 to 2007.” The dramatic increase

was driven in part by tougher sentencing
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laws and more restrictive probation and sentencing and corrections reforms have
parole policies that have put more people  spurred reductions in prison populations.
in prison and held them there longer.®

This trend, however, has recently begun The sheer number of state prisoners
to reverse in about half of the states as does not explain all of the increased
FIGURE 1:

Spending on Inmate Health Care Rose in
42 of the 44 States, With Median Growth of

52 Percent Over 7 Years
Correctional health care spending change by state, 2001-08
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Note: All spending figures are in 2008 dollars. Nominal fiscal 2001 data provided to Pew by the Bureau of
Justice Statistics were converted to 2008 dollars using the Implicit Price Deflator for state and local govern-
ment consumption expenditures and gross investment included in the Bureau of Economic Analysis’
National Income and Product Accounts.

Source: U.S. Department of Justice, Bureau of Justice Statistics
© 2013 The Pew Charitable Trusts
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spending. Higher per-inmate expenses

and the expanding slice of corrections
budgets devoted to health care suggest that
other factors are also pushing costs up,
including:

= Aging inmate populations.

= Prevalence of infectious and chronic
diseases, mental illness, and substance
abuse among inmates, many of whom
enter prison with these problems.

= Challenges inherent in delivering
health care in prisons, such as
distance from hospitals and other
providers.

Inmates’ health, the public’s safety, and
taxpayers’ total corrections bill are all
affected by how states manage prison
health care services. Effectively treating
inmates’ physical and mental ailments,
including substance abuse, improves their
well-being and can reduce the likelihood
that they will commit new crimes or violate
probation once released.

In addition to examining spending data,
Pew researchers interviewed correctional
health care experts across the country to
identify innovative strategies to deliver
health care to inmates, protect public safety,
and control costs.

This report examines Pew’ findings on
state prison health care spending and
explores the factors driving costs higher.

It also illustrates a variety of promising
approaches that states are taking to address
these challenges by examining four
strategies that were frequently cited during
the expert interviews: the use of telehealth
technology, improved management of
health services contractors, Medicaid
financing, and medical or geriatric parole.
These examples offer important lessons as
policymakers seek the best ways to make
their correctional health care systems
effective and affordable.

IMPRISONMENT RATES DECLINE IN MORE THAN

HALF THE STATES

The BJS announced in July 2013 that the number of offenders in state prisons declined
for the third straight year in 2012, falling by 2.1 percent.* This downward trend follows
four decades of steady growth in state prison populations, which led many states in
recent years to analyze and reform their corrections and sentencing policies.

* E. Ann Carson and Daniela Golinelli, “Prisoners in 2012—Advance Counts,” Bureau of Justice Statistics, July 2013, http://www.bjs.

gov/content/pub/pdf/p12ac.pdf
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FIGURE 2:

Per-iInmate Health Care Spending Rose in 35
of the 44 States, With Median Growth of

32 Percent Over 7 Years

Correctional per-inmate health care spending change by state, 2001 and 2008 (2008 dollars)

%
STATE CHANGE

California 84%

New Hampshire 306%
Alaska 14%
Washington 86%

$6,426 / $11,793

$2,232 / $9,055
$7,628 / $8,676
$4,651 / $8,656

Massachusetts 39% I e $5,802 / $8,067
Maine -13% T $7,762 [ $6,740
New Jersey 25% I e $5,327 / $6,649
Minnesota 15% I e $5,413 / $6,252
Michigan 61% I e $3,867 / $6,242
Nebraska 43% I e $4,316 / $6,155

Maryland 103% I e $3,011 / $6,117
Oregon 245% I $1,769 / $6,094

New York 33% I $4,430 / $5,893
North Carolina 203% . $1,938 / $5,866
Connecticut 7% I $5,316 | $5,682
Delaware 91% I $2,939 / $5,621
Rhode Island 15% I . $4,786 / $5,501
Tennessee 51% I s $3,551 / $5,348
Colorado 31% I $3,980 / $5,213
Hawaii 50% e $3,449 / $5,175

Montana 106% I $2,390 / $4,920
Arkansas 107% I . $2,362 / $4,900

Wisconsin 31% N $3,699 / $4,846
Florida -4% el $4,821 / $4,645
Pennsylvania -11% e $5,035 / $4,470
Arizona 14% I $3,888 / $4,450
West Virginia 4% e $4,623 / $4,439
Virginia 9% I $3,977 / $4,337
South Dakota 60% I $2,693 / $4,307
Idaho 24% W $3,388 / $4,188
Utah 72% R $2,401 / $4,128
Mississippi 33% I $3,074 / $4,083
Ohio 14% NNV $3,542 / $4,034
lowa 39% A $2,859 / $3,973
Oklahoma -6% IS $4,201 / $3,935
Missouri 59% I $2,393 / $3,812
North Dakota -3% s $3,773 / $3,672
Nevada -16% ISR $4,288 / $3,584
Alabama 123% A $1,580 / $3,519
Indiana 15% I $2,734 / $3,135
Texas -12%  eEssssssssseeE $3,393 / $3,000
Louisiana 11% S $2,486 / $2,750
South Carolina 51% o $1,801 / $2,715
lllinois -3% s $2,249 / $2,181

Il 2001 spending 7 2008 spending

Notes: No data available for states not listed. All spending figures are in 2008 dollars. Nominal fiscal

2001 data provided to Pew by the Bureau of Justice Statistics were converted to 2008 dollars using the Implicit
Price Deflator for state and local government consumption expenditures and gross investment included in the
Bureau of Economic Analysis’ National Income and Product Accounts.

Source: U.S. Department of Justice, Bureau of Justice Statistics
© 2013 The Pew Charitable Trusts
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The challenge for states

States differ considerably in how they
provide health care to prisoners. Some
hire medical practitioners, others contract
with private companies or university
medical staffs, and many use a hybrid
approach.’ Whichever model is used,
many institutions, including those that are
accredited by the National Commission
on Correctional Health Care, have
requirements for timely intake screening,
comprehensive exams, and periodic
health-maintenance and chronic-illness
management consultations.

Inmates who become ill typically submit
“sick call” slips that are collected at an
appointed time each day. These requests
are triaged by the medical staff to
determine whether the inmate requires

a nurse, doctor, or outside specialist. In
emergency situations, offenders usually
make their requests through correctional
officers, who consult with the on-site
medical staff to assess the severity of
symptoms and determine a course of
treatment. Inmates requiring surgery

or dialysis or who exhibit complicated
symptoms typically are treated at outside
hospitals or transferred to special
correctional medical facilities. Large

prisons may have infirmaries on their
grounds that are capable of handling some
of these cases."

Despite these variations, several factors
characteristic of most state corrections
systems can hinder the delivery of health
care and drive up costs.

Location, staffing, and

Inmate transportation

Some prisons are located in remote places,
far from population centers where most
medical professionals tend to work.

States may have to provide higher-than-
average compensation to attract and retain
medical staff and may incur considerable
overtime and temporary-worker costs if
their recruitment efforts fall short. When
offenders must travel to see specialists

or stay overnight in hospitals, related
expenses add up quickly. The Legislative
Analyst’s Office in California reported

that medically related guarding and
transportation costs for one inmate can
exceed $2,000 per day."

PEWSTATES.ORG
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THE CHALLENGE FOR STATES

A LEGAL STANDARD FOR CARE

States are legally required to ensure that cost-containment strategies preserve

health care quality for offenders in prison. In the landmark 1976 Estelle v. Gamble
decision, the U.S. Supreme Court affirmed that prisoners have a constitutional right
to adequate medical attention and concluded that the Eighth Amendment is violated
when corrections officials display “deliberate indifference” to an inmate’s medical
needs.” The high court’s 1988 decision in West v. Atkins and subsequent lawsuits
established that this standard also applies to private medical contractors. Over time,
other litigation has influenced standards and practices at the state level. In some
instances, court decisions require states to expand or improve medical services,

upgrade facilities, or increase staff.

T William J. Rold, “Thirty Years After Estelle v. Gamble: A Legal Retrospective,” Journal of Correctional Health Care 14:1 (January

2008): 11-20.

Prevalence of mental illness

and disease

Inmates have a higher incidence of mental
illness and chronic and infectious diseases,
such as AIDS and hepatitis C, than the
general population.'? These conditions,
many of which exist prior to incarceration,
are costly to treat and place a significant
burden on state correctional budgets,
which assume the entire cost of care.

Estimates of the prevalence of hepatitis

C in prisons vary across the country,
indicating regional differences in high-risk
behaviors such as intravenous drug use.
A weighted average derived from a survey
of state correctional department medical
directors, conducted in 2011 and 2012,
placed the national rate of hepatitis C
among inmates at 17.4 percent in 2006."
By way of comparison, roughly 1 percent
of all U.S. residents have chronic hepatitis

C infection. More conservative research
estimates the prevalence of hepatitis C
among prisoners at seven times that of
people outside prison walls.'*

Older inmates, greater
expense

A newer development pushing up
correctional health care costs is a dramatic
increase in inmates who, partly because

of lengthy prison sentences, have grown
old behind bars and tend to require more
health care than younger inmates. From
2001 to 2008, the number of state and
federal prisoners age 55 or older increased
94 percent, from 40,200 to 77,800.
During the same period, the number
younger than 55 grew more slowly: up 12
percent, from 1.3 million to 1.46 million."
This trend continued in succeeding
years.!°

PEWSTATES.ORG
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THE CHALLENGE FOR STATES

FIGURE 3:

Nationwide, the Number of Prisoners Age 55 and
Older Rose Sharply Over the Past Decade

Percentage change in sentenced prison populations by age group,

state and federal, 1999-11
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Source: U.S. Department of Justice, Bureau of Justice Statistics

© 2013 The Pew Charitable Trusts

The graying of American prisons stems
largely from the use of longer sentences as
a public safety strategy over the past two
decades. From 1984 to 2008, the number
of state and federal prisoners serving

life sentences more than quadrupled to
140,610, or 1 in 11 prisoners. Nearly

a third of these inmates were ineligible

for parole. The proportion of prisoners
with life sentences has continued to rise,

reaching 1 in 9 by 2012."" Many of today’s
older inmates were convicted of serious,
violent felonies in their younger years.

A second factor in the aging incarcerated
population is increasing admissions of
older offenders to prison. From 2001 to
2008, new commitments of inmates age
55 and older increased by 55 percent,
from 5,750 individuals to 8,914,

PEWSTATES.ORG
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THE CHALLENGE FOR STATES

FIGURE 4

The National Prison Population Skyrocketed
677 Percent From 1971 to 2011

U.S. prison population growth, sentenced state and federal inmates, 1925-11
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© 2013 The Pew Charitable Trusts

compared with an 8 percent increase and loss of hearing and vision. In prisons,
among all age groups, from 294,147 to these ailments necessitate increased
316,475.1 staffing levels, more officer training, and
special housing—all creating additional
Like senior citizens outside prison walls, expense. Medical experts say inmates
elderly inmates are more susceptible to typically experience the effects of age
chronic medical and mental conditions, sooner than people outside prison
including dementia, impaired mobility, because of issues such as substance abuse,

PEWSTATES.ORG
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THE CHALLENGE FOR STATES

inadequate preventive and primary care = A report by the Michigan Senate
prior to incarceration, and stress linked Fiscal Agency found that the $11,000
to the isolation and sometimes-violent annual cost of medical care for an
environment of prison life." average inmate age 55 to 59 in 2009

was more than four times that of an
Together, these factors have a substantial offender age 20 to 24.*
impact on prison budgets. The annual cost = In Georgia, medical care for each

of incarcerating prisoners age 55 and older prisoner age 65 and older—a more

with chronic and terminal illnesses is, elderly cohort—costs the state an

on average, two to three times that of the average of $8,565 per year, compared

expense for all other inmates, particularly with $961 for those under 65.23
younger ones:*’

= Virginia’s geriatric inmates, defined
by the state as age 50 and older,
incurred an average of $5,372 each
in off-site medical expenses in fiscal
2010, compared with only $795 per

inmate under 50.%!

PEWSTATES.ORG
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State responses to growing costs

These cost drivers, as well as the overall
size of prison populations, are straining
state budgets. In response, corrections
officials are pursuing ways to rein in costs
without sacrificing either the quality

of care or public safety. The experts
interviewed by Pew said these approaches
include use of telehealth technologies,
outsourcing of prison health care,
enrollment of prisoners in Medicaid, and
paroling of elderly and/or ill inmates.

Telehealth

Many states are using electronic
communications and information
technology to provide or support clinical
care, a strategy that has been shown to
produce savings and improve care for
inmates. In 2010, 26 of 44 states surveyed
by the American Correctional Association
were using telehealth in some fashion to
deliver medical services to inmates.

Videoconferencing between an off-site
doctor and an incarcerated offender is
a common application of telehealth in
correctional settings. Exam cameras,
monitors, and electronic stethoscopes
allow doctors to capture vital signs and
treat patients remotely while nurses or

physician assistants at the correctional
facilities operate equipment and provide
support. Telehealth is expanding

into psychiatry, radiology, cardiology,
neurology, and even emergency care. In
Colorado, for example, most psychiatric
consultations are done via telehealth. In
Texas, many prisoners complaining of
chest pain are now connected to monitors
and evaluated by an off-site clinician

to determine whether a hospital visit is
needed. In the past, the typical response to
such symptoms was an immediate trip to a

hospital.

For correctional facilities, the technology’s
greatest cost-cutting benefit lies in bridging
the distances between prisons and medical
professionals. By allowing inmates to
consult with primary care physicians and
specialists without leaving prison grounds,
telehealth eliminates transportation and
guarding expenses, can reduce the time
needed to determine a diagnosis and begin
treatment, and avoids any public safety
risks associated with taking inmates out

of prison. In Georgia, where corrections
spending totaled $1.5 billion in fiscal year
2011, telehealth saved about $9 million—
approximately $500 per telehealth

PEWSTATES.ORG
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encounter—in corrections officer pay and
transportation costs in fiscal year 2012.
In California, the savings are roughly
four times that amount per encounter,
according to the state’s nonpartisan
Legislative Analyst’s Office.

A 1999 report sponsored by the National
Institute of Justice found cost savings
associated with a telehealth pilot project
in four federal prisons. The study also
described how telehealth contributed to
better care for inmates by expanding the
types of medical specialists available and
reducing the time between referrals and
initial consultations from an average of 99
days to 23 days.

Delivering better, cheaper care with
telehealth in Texas

Texas, with its vast open spaces, has
employed telehealth for years. A recent
estimate by the University of Texas
Medical Branch, which provides care for
a large proportion of the state’s inmates,
suggests that telehealth saved Texas $780
million from 1994 to 2008.%°

In the early 1990s, the state’s prisons
were grappling with a shortage of doctors
and escalating health care costs, driven
in part by a growing number of inmates
with chronic health problems and the
need to transport them long distances for
care. Many inmates were not properly
evaluated before being transferred for
hospitalization, leading to unnecessary
admissions. In 1994, the university

contracted to provide care for most
inmates and began investing in telehealth.
Texas Tech University, which serves the
balance of the state’s inmates, also makes
extensive use of the technology.** During
fiscal 2012 alone, Texas recorded 83,738
telehealth encounters, mostly in psychiatry
and primary care.**

“Telehealth has greatly improved access
to quality care for our offenders, because
we are no longer dependent on providers
In remote areas to see patients,” says Dr.
Owen Murray, vice president of offender
care services for the University of Texas
Medical Branch. “[It] allows us to ... get
patients treated before they reach the
point where they need emergency care.
It's about the timely delivery of services.””

The university has established a standard

Telehealth is allowing us to

get patients seen, meet our
contractual standards, and do it all
at a lower cost than if we had to
move them out of prison to an
off-site provider or bring that

provider to them.”

—Stephen Smock, University of Texas Medical Branch’s
associate vice president, Correctional Outpatient
Services*

* The Pew Charitable Trusts interview with Stephen Smock, associate vice

president, Correctional Outpatient Services, University of Texas Medical
Branch, December 2, 2012.
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that an inmate referred by a physician for
further treatment should be examined
within 10 days. In fiscal 2012, this
benchmark was met 97 percent of the
time.*

Texas officials estimate that telehealth,
combined with the use of electronic
medical records, preferred drug lists, and
close adherence to disease-management
guidelines, led to several positive
outcomes from 1994 to 2003. Together,
these practices helped lower average blood
sugar rates for inmates with diabetes by
18 percent, improved blood pressure
readings for those with hypertension, and
contributed to an 84 percent reduction in
AIDS-related deaths.”

Expanding telehealth in California

A robust telehealth program is now under
development in California following a
gradual expansion of high-speed network
infrastructure in the states’ prisons and the
creation of a system to schedule and track
inmate medical appointments.*®

Inadequate access to a high-speed Internet
connection is a common barrier to the use
of telehealth in prisons. Another is startup
capital costs. Institutions must purchase
telehealth carts, or T-carts, which are
stocked with audiovisual and diagnostic
equipment used to transmit information
outside the prison. One estimate pegs the
cost of these carts at $30,000 to $45,000
per institution.’”

TELEHEALTH IN
CONTRACTS

States that partner with private
companies to deliver inmate health
care can require those vendors to
employ telehealth. In Michigan,
for example, a contract completed
in 2009 mandated the expansion
of telehealth, and today all of the
state’s correctional facilities have
telemedicine capabilities.*

* Steve Angelotti and Sara Wycoff, “Michigan’s Prison
Health Care: Costs in Context,” Michigan Senate Fiscal
Agency, November 2010, http://www.senate.michigan.
gov/sfa/Publications/Issues/PrisonHealthCareCosts/
PrisonHealthCareCosts.pdf

California has made such investments
over the past decade, contributing to

an increase in the number of telehealth
encounters from about 9,000 in fiscal
2005 to about 23,000 in fiscal 2011,

a period when the inmate population
actually fell 12 percent. The California
Legislative Analyst’s Office estimates that
expanding telehealth could save up to
$15 million annually by reducing inmate
transportation and guarding costs and
potentially facilitating lower contract costs
with outside physicians.?®
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Advances in outsourcing
care

Many states have looked to outside
partners, such as public university medical
centers or for-profit companies, to provide
all or part of their prison medical, dental,
and mental health care at lower costs.
Beyond deciding whether to outsource
services, policymakers and corrections
officials need to consider how they will
ensure that contractors meet state goals for
quality and cost. Some states have gained
more control over spending on outsourced
correctional health care through capitated
contracts, under which providers agree to
deliver services at a fixed reimbursement
rate.” Others have also attached
performance standards and tracking
systems to their outsourcing contracts

so that the timeliness and effectiveness

of prisoners’ treatment is continuously
monitored and improved.

University partnerships in New Jersey
and Connecticut

University Correctional Health Care, or
UCHC, was established in 2005 through
an interagency agreement between the
New Jersey Department of Corrections and
the University of Medicine and Dentistry
of New Jersey (since absorbed by Rutgers,
the State University of New Jersey).
Initially the agreement was limited to
mental health and sex offender treatment,
but it was expanded in 2008 to include all
medical and dental health care for 24,000
inmates held in 13 adult correctional

facilities, as well as juvenile offenders and
parolees.

Cost savings—which are recouped by the
state, not held as profit by Rutgers—have
been significant. In 2008, correctional
health expenditures were $10 million
below the budgeted amount, and overall
costs remained mostly flat thereafter,
according to Jeff Dickert, vice president of
UCHC at Rutgers.*”

Successful cost-containment initiatives
have included the use of a peer review
process to determine the medical necessity
of specialist referrals, and reductions in
emergency room visits by handling more
of patients’ care in prison infirmaries. By
using evidence-based treatment guidelines
and formulary controls, among other
efforts, UCHC has succeeded in reducing
prescription drug costs to a six-year low.*!

Evidence shows that UCHC’s approach
to care contributed to positive health
outcomes for inmates. In 2012, for
example, blood pressure readings were
within normal limits for 89 percent of
New Jersey inmates previously diagnosed
with hypertension, far higher than the
share of hypertensive U.S. adults outside
of prisons who have their blood pressure
under control.* Eighty-five percent

of HIV-infected inmates who received
treatment for at least six months had
undetectable viral loads (the level of
active HIV in their blood). In comparison,
only 77 percent of adult HIV patients
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nationwide had a suppressed viral load

in 2010.* In addition, the requirements
of two prisoner rights lawsuits have been
satisfied, and the state reports a 42 percent
reduction in inmate medical complaints
from 2007 levels. In 2013, the New Jersey
Hospital Association honored UCHC with
its Excellence in Quality Improvement
award.**

Connecticut officials report similarly
positive results from a partnership
between the state’s Department of
Correction and the University of
Connecticut Health Center. In 1997,
the university’s Correctional Managed
Health Care Division, or CMHC, assumed
responsibility for all medical, mental
health, pharmacy, and dental services
within the state’s combined system of
prisons and local jails.

Citing cost-containment strategies

similar to those used in New Jersey,
Connecticut has consistently kept costs
under budget, saving the state $28 million
from fiscal 2009 to 2013, according to

Dr. Robert Trestman, CMHC executive
director.” CMHC has also succeeded in
keeping down blood pressure levels of
hypertensive inmates.

Both Trestman and Dickert see an intrinsic
benefit to these interagency agreements.
“Universities are always looking to do
things better, so while we have a contract
with the Department of Corrections, every
day is a new day, and we are constantly

looking for creative ways to maximize
quality of care and be good stewards of
taxpayer dollars,” says Dickert. “These
partnerships make sense. Both parties
work for the state, and neither is driven by
profit.”*

“With academic institutions, there is

a mission at the core of what we do,”
Trestman notes. “And we are also
embedded in the community, which gives
us a better sense of what’s important in
terms of continuity of care” when inmates
are released.

Capitated contracts in California

In 2011, California hired Health Net
Federal Services to maintain a statewide
network of outside specialists for its 33
prisons, eliminating the state’s burden

of managing hundreds of individual
contracts. The move saved an estimated
$24 million annually in succeeding
years.*” “Prior to Health Net, we couldn't
close contracts, we couldn’t keep up, and
we used a lot of hospitals and providers
despite having no contract at all,” says

J. Clark Kelso, California’s prison health
care receiver. “Now we have one-stop
shopping for specialists and hospital care,
and the savings have been tremendous.”
Shortly before the contract went out to
bid, California armed itself with a fiscal
advantage: The Legislature imposed
statutory caps on the amount the
corrections system could pay providers
and hospitals, ranging from 110 percent to
130 percent of Medicare rates. These limits
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were designed to strike a balance between
controlling expenditures and attracting
willing providers. Texas passed a similar
law in 2011 to help contain costs.*

Tracking performance in Kansas
Critics of privatization express concern
that for-profit companies put their interest
in cutting costs ahead of providing high-
quality medical care. To help preserve

the quality of care for inmates served by
health care contractors, Kansas specifies
and monitors performance measures and
imposes penalties on providers when
standards are not met. If an inmate fails to
receive a physical exam within seven days
of admission to prison, for example, the
provider must pay a $100 fine.

“The key is oversight, and our data
collection system allows me to track
which inmate did not receive a physical
exam, and if not, why not,” says Viola
Riggin, director of health care services
for the Kansas prison system. “We also
monitor various quality indicators to
ensure that patients with chronic diseases
such as cancer or diabetes are receiving

timely care.”

Riggin adds that requiring contractors

to meet clear benchmarks has improved
inmates’ satisfaction with their care,

as evidenced by a dramatic decline in
grievances and lawsuits. Overall, she
said, outsourcing accompanied by strong
oversight has helped control costs in
Kansas, where state officials expected to

reduce per-inmate health care spending by
11 percent between fiscal 2012 and 2013.

Medicaid financing

To date, just a handful of states have
pursued Medicaid financing for eligible
prisoners’ health care services. Still, the
results of these efforts hold lessons for

all states, especially those that elect to
expand their Medicaid programs under the
Affordable Care Act, or ACA.

The relatively rare use of Medicaid to
finance prison health care is due in part
to state and federal policies governing

the jointly funded program, which limit
both the number of eligible inmates and
the types of care covered. These factors
have restrained the potential savings
states could realize through this strategy.
Currently, federal law requires states to
cover only certain populations, such as
low-income children and low-income
pregnant women, through their Medicaid
programs. Inmates who fall into one of
these categories are eligible for Medicaid,
and if they are enrolled in the program,
states can seek federal matching funds to
pay for some health care services that these
prisoners receive. Most inmates, though,
are nondisabled adults without dependent
children, a group generally not eligible for
Medicaid.”*

In states that expand their Medicaid
programs under the ACA in 2014,
however, coverage will be available to
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low-income childless adults, making
more prisoners eligible. These states
also will receive an enhanced federal
reimbursement rate for newly enrolled
inmates’ care.

The ACA will not remove a second long-
standing constraint on Medicaid financing
of prisoners’ health care. In 2014, as

now, the federal government will offer
coverage only for inpatient health services
delivered beyond prison walls, such as
when an offender is hospitalized. Care
provided within a prison will not qualify
for reimbursement. So states could expect
Medicaid to cover a relatively infrequent
albeit expensive portion of prisoners’
health care.

Medicaid financing achieves savings
for states

Though few in number, the states that
have initiated Medicaid financing for
inmates’ health care have quickly achieved
savings for two reasons: (1) Federal
reimbursements cover at least 50 percent
of inmates’ inpatient hospitalization
costs,’* and (2) Medicaid typically

pays the lowest rates of any payer in a
state because of its negotiating power.
Therefore, this approach represents both
an important new funding source and a
cost-containment strategy.

= Mississippi’s program, launched
in 2009, saves about $6 million
annually through federal
reimbursements for the cost of

eligible inmates’ care, according to
the state Department of Corrections.”

Louisiana saved a total of $2.6
million in fiscal years 2009 and
2010.°*

= New York reported initial federal
Medicaid reimbursements of $4.5
million as of December 2012. The
state’s comptroller estimates that as
much as $20 million could be saved
annually—a projection that does not
account for New York’s 2014 ACA
Medicaid expansion or enhanced
match rate, which would increase
the annual savings beyond the
comptrollers estimate.”

Programs such as these, as well as future
efforts as part of the Medicaid expansion,
are possible under a federal rule adopted
in 1997 allowing states to seek federal
Medicaid reimbursement for inpatient
care provided to eligible inmates outside
prison walls. Medicaid-enrolled offenders
must be admitted for more than 24 hours
to an inpatient facility such as a hospital,
nursing home, or psychiatric center for
the state to receive a federal match. This
typically occurs only when inmates need
specialty or emergency care that the prison
cannot provide.

Because of these restrictions and the
current limitations on prisoners’ Medicaid
eligibility, most states have elected not to
pursue this savings strategy.
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Affordable Care Act expands

inmate eligibility

As of September 30, 2013, 25 states

had opted to participate in the Medicaid
expansion, authorized under the ACA,
beginning in 2014.°° These states will cover
Americans under age 65 whose income is
less than 138 percent of the federal poverty
level. Virtually all inmates are below

that threshold, making them eligible for
Medicaid under the new rules in expansion
states. Moreover, the federal government
will initially reimburse 100 percent of

the cost of covered services for all newly
eligible enrollees, including inmates,

with the federal matching rate gradually
decreasing to 90 percent by 2020.

The recent experience of California,
which in fiscal 2011 spent more than $8
billion on prisons and other corrections
costs, gives a sense of the savings that
states could realize under the expanded
eligibility°” California received permission
from federal authorities in 2010 to phase
in coverage for non-pregnant adults who
make less than 133 percent of the federal
poverty level—a group that includes
nearly 75 percent of inmates in the state—
before the 2014 expansion.’® Legislators
directed the Department of Corrections
and Rehabilitation to begin enrolling
eligible prisoners and claiming federal
reimbursements for covered services,
which, though narrow in scope, cost the
state roughly $100 million a year. From
April 2011 to December 2012, the state
was reimbursed $5 million. If its Medicaid

eligibility is expanded in 2014, California
stands to save nearly $70 million annually,
according to its Legislative Analyst’s
Office.”

Other states also project significant

savings on correctional health care from
expanding their Medicaid eligibility.

In New Hampshire, where Governor
Maggie Hassan, a Democrat, described

the ACAs Medicaid expansion as “a good
deal,” a study commissioned by the state’s
Department of Health and Human Services
estimated that the state Corrections
Department would save nearly $22 million
from 2014 to 2020 as a result of expanded
Medicaid coverage for inpatient care