PAGE  
1

For metroHealth Spring ’07 issue

Contact: 
Jean Van Rensselar




(630) 363-8081




Email: Jean@SmartWrite.com
UNDERSTANDING MEDICARE AND MEDICAID
Issues and Misconceptions Abound

For those who are familiar with the programs, this will clear up misconceptions and provide insight into Medicare and Medicaid; for those who aren’t familiar -  this will be a valuable overview on the purpose, history, and issues involved.


The U.S. health care system is in crisis.  More and more employers can’t afford to offer health insurance; more people are self-employed and either can’t find or can’t afford health insurance; more people are working in low-wage jobs that offer health insurance workers can’t afford; and many people who once held secure jobs find themselves looking for work and health insurance.


Amid the chaos, two programs, Medicare and Medicaid stand out as examples of successful government- sponsored health care initiatives. 

Experts agree that both programs work extraordinarily well. But for non-experts, especially consumers and some health care professionals, many issues cloud these programs’ core value.


The average taxpayer believes fraud is rife throughout both Medicare and Medicaid; that the programs drain taxes; that illegal immigrants take advantage of Medicaid; and that people on Medicaid are socially inferior.

Health care professionals, with good reason, believe that reimbursement rates are too low and that they can expect reimbursement rates to continue dwindling.
A Primer on Medicare and Medicaid

Although officials signed both into law at the same time and both pay for medical expenses, Medicare and Medicaid are very different programs. 

Nearly all people over the age of 65 are entitled to receive Medicare, regardless of income level. The federal government administers and funds the program.  Medicaid, on the other hand, is a social welfare program that qualifies participants mainly by income.  State governments administer Medicaid and both state and federal governments fund it.

Medicare


Medicare is a health insurance program, administered by the U.S. government, for people age 65 and older; people under 65 with certain disabilities; and people of all ages with permanent kidney failure requiring either dialysis or kidney transplant.

To be eligible for Medicare, individuals or their spouses must work at least 10 years for a participating employer. The program includes four categories: Part A, hospital insurance; Part B, medical insurance; Part C, the option to receive benefits through a private insurer; and Part D, the prescription drug coverage plan.

Medicare provides health care coverage for over 40 million citizens.  Officials expect that number to reach 77 million in 2031 when the baby boomer generation fully enrolls.
Hospital Insurance


Most people pay for Medicare’s hospital insurance through payroll taxes.  Because of this, they don’t pay an upfront premium for using the service – although they may be required to make a co-payment afterward. Hospital insurance helps to pay for inpatient care in hospitals and skilled nursing facilities.  It covers hospice care and some home health care, but does not pay for long-term care.
Medical Insurance

Most people do pay a monthly premium for Medicare’s medical insurance, which helps to cover physician services and outpatient care.  It also covers medical supplies and some other medical services that hospital insurance doesn’t cover, such as physical and occupational therapy and some home health care.
Benefits through Private Insurance


Recognizing that many Medicare enrollees wanted greater freedom to choose among service providers, legislators made this possible in 1997 with the Medicare Advantage Plan.  The plan offers the same benefits as the Medicare hospital, medical, and prescription drug coverage plans, but through private insurers
Prescription Drug Coverage


On Jan. 1, 2006, the prescription drug coverage program became available to all Medicare recipients. Most people must pay a monthly premium for this coverage.  The program, with its tiered benefit system was too complex for most people to understand, but administrators and legislators believe they’ve worked out most of the bugs in the last year. The program is supposed to lower prescription drug costs and help protect against higher costs in the future. One catch is that those who decide not to take advantage of the program when they become eligible may have to pay a penalty if they decide to join later.
Medicaid

Medicaid pays for the medical care of certain people under 65, although some people can collect benefits from both Medicare and Medicaid. Contrary to popular belief, Medicaid does not provide medical assistance for all low-income people. In addition to income level, other qualifications include whether the applicant has assets, is pregnant, disabled, blind, or elderly.  

Medically needy people, who would normally be disqualified because of income or assets, can collect Medicaid benefits if they have excessive medical expenses. While illegal immigrants are not eligible, even legal immigrants must wait until they have resided in the U.S. for five years before they can collect Medicaid benefits.  


There is a distinct difference in how parents and their children qualify for assistance.  In 35 states, family income must be below the federal poverty line for a parent to qualify. In 14 states, parents with income of half the federal poverty line - $692 a month for a family of three do not qualify. However most states cover children whose family income is up to 200 percent of the federal poverty line. 
A Little Background

The first attempt at a government-run health insurance program was in 1915 when the American Association for Labor Legislation released a health insurance bill that state legislatures could use as a model for state-run health insurance programs. The bill proposed coverage for all low-income workers, but was ultimately defeated.


In the push to create social security during Franklin Roosevelt’s term, sponsors discussed including health insurance as an added benefit. However, the medical community actively opposed the proposal and legislators passed social security without the health insurance provision.

After World War II, efforts at creating a national health insurance program were sporadic. The only real progress occurred when President Eisenhower signed a bill into law that provided federal funding to help states fund health care for the elderly.

Finally, in 1961 legislators introduced the bill that would eventually lead to the creation of Medicare and Medicaid. They included Medicaid in the bill at the last minute. At the time, many states already had programs to help low-income families with medical expenses and legislators believed the needs of the elderly were more urgent.


For the next three years, Congress held hearings, but took no action. Legislators reintroduced the bill in 1965 and both the House and Senate passed it into law.

President Johnson signed the bill that created the Medicare and Medicaid programs on July 30, 1965. In a dramatic ceremony, former president Harry Truman filled out the first enrollment application.

Spiraling health care costs – stemming largely from the innovations in technology and drugs, plagued the programs from the beginning. Other issues, such as fraud, reimbursement rates, and waste continue in the news.

The initial idea behind Medicare was to protect the elderly from medical and hospital costs - nearly all experts believe it has been a resounding success in that regard. In fact, some legislators point to the Medicare system as a model for national health insurance.


In a recent article in Modern Healthcare, Richard Davidson, newly retired president of the American Hospital Association, called Medicare “the most successful federal program ever” and added, “Medicare has done a heck of a job fulfilling its mission.”
Noteworthy Milestones

Major program milestones include:
· 1967: The Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) program, providing comprehensive health services benefits for all children covered by Medicaid was established.
· 1972: The newly enacted Federal Supplemental Security Income program (SSI) gave states the opportunity to offer Medicaid to the elderly, blind, and disabled.

· 1981: The institution of freedom of choice waivers and home and community waivers. Also, states were required to make additional payments to hospitals treating a high percentage of low-income patients.

· 1986: The Omnibus Budget Reconciliation Act of 1986 revised payment procedures for some Medicare services in order to curtail spending.

· 1987: The Omnibus Budget Reconciliation Act of 1987 imposed quality standards for Medicare and Medicaid-certified nursing homes. It also further modified payments to Medicare providers as part of the deficit reduction legislation.   

· 1988: Legislators passed the Medicare Catastrophic Coverage Act, which limited patients’ out-of-pocket expenses and provided an outpatient drug benefit, among other things. Legislators repealed most provisions of the act in 1989.
· 1991: Legislators put spending controls on some hospitals.
· 1993-1994:  President Clinton attempted an overhaul of Medicare through his ambitious health care reform plan, but the legislation failed to pass in Congress.

· 1996: In order to sever the link between Medicaid and welfare, the Aid to Families with Dependent Children entitlement program was replaced by the Temporary Assistance for Needy Families block grant.  

· 1997: The Balanced Budget Act revised reimbursement guidelines and created the State Children’s Health Insurance Program (SCHIP) – which broadened eligibility requirements for children.

· 2003: Prescription drug coverage was added to the Medicare program.

· 2007: President Bush proposed a $3.9 billion cut over five years in the Medicaid budget.

Issues Surrounding Medicare and Medicaid

Although most everyone agrees that the programs are working, there are five basic issues on remain the forefront.
The Social Stigma of Medicaid

While there are about 53 million people currently on Medicaid, many more qualify. The social stigma attached to Medicaid often keeps parents from enrolling their children. A recent Kaiser Family Foundation study found that as many as 75 percent of uninsured children are eligible for Medicaid or SCHIP, but are not enrolled.

Officials believe state agencies can take certain steps to reduce the effect of this stigma, such as simplifying the application process; allowing mail-in applications and eliminating the requirement for face-to-face interviews; minimizing verification requirements; simplifying the re-determination process; eliminating the assets test; and allowing 12 months of continuous eligibility.

The System Struggles with Fraud

A significant part of the cost of Medicare and Medicaid is fraud - government auditors estimate that it accounts for billions of wasted dollars every year. The Government Accountability Office lists Medicare as a high-risk program in need of reform, partly because of its susceptibility to fraud.

While the vast majority of physicians, providers and suppliers are honest, it only takes one or two to make headlines.  Examples of fraud include billing the programs or another insurer for: services that were never provided; services or equipment that are different from those actually provided; and home medical equipment that was later returned.


A steady stream of regulations and guidelines has tightened the reimbursement process, making fraud more difficult. In addition, new regulations require health care administrators to conduct training sessions that teach employees how to recognize and report fraud.


Medicare and Medicaid officials point to a series of high profile fraud cases they successfully prosecuted recently; one of the nation’s largest hospital chains agreed to pay more than $900 million to resolve charges that it cheated the government by over-billing Medicare and paying kickbacks to doctors.

The Programs are a Burden on Taxpayers.

Medicare and Medicaid account for 61 cents of every dollar spent on nursing homes, 47 cents of every dollar received by U.S. hospitals, and 27 cents of every dollar spent on physician services. Medicare processes over one billion claims per year, making it the nation’s largest purchaser of managed care.  In 2003, Medicare accounted for almost 13 percent of the entire federal budget.


In its 2006 report to Congress, the Medicare Board of Trustees reported that the program’s hospital insurance trust fund could run out of money by 2018.  Trustees had made similar projections in the past, but this was bleaker than their outlook just a year before.


As the baby boom generation reaches retirement there are relatively more people collecting benefits than are making payroll contributions into the system. This is Medicare’s most pressing financial issue.

Currently, there are 3.9 workers paying taxes into Medicare for every older American receiving services. Experts believe that by 2030 the figure will drop to 2.4 workers for each beneficiary. They also project that Medicare spending will grow by about 7 percent per year for the next 10 years.


Another contributing factor is the escalating cost of health care services – particularly for HIV/AIDS.  In 2000, Medicaid provided $2.2 billion for HIV/AIDS-related health care, while Medicare provided an additional $1.7 billion. About half of people living with AIDS receive Medicaid payments.  In addition, Medicaid pays for about half of all long-term care and about two-thirds of all nursing home care. 

Experts are proposing ways to cut expenses without sacrificing care. In November 2006, the Medicaid Commission released its final recommendations, which included making changes to the existing long-term care policy to encourage community-based care; offering tax incentives for individuals who take out private long-term care insurance; and offering tax deductions or credits for family members or friends providing informal care.


Despite all this, a Kaiser Foundation report concludes that in 2006, for the first time since 1998, state revenues increased at a higher rate than Medicaid spending.

Illegal Immigrants take Advantage of Medicaid

While this may have been the case in the past, the federal Deficit Reduction Act  includes a provision requiring applicants to present proof of citizenship and identity, making it very difficult for illegal immigrants to enroll. People with mental impairments, including Alzheimer’s disease are exempt from the new regulation.


The provision went into effect July 1, 2006 and applies to both new applicants and those renewing. 
Low Reimbursement to Service Providers

Most health care facilities and physicians agreed that the Medicare and Medicaid reimbursement rates are too low. While some hospitals are doing well – particularly those that serve economically advantaged communities – others are struggling to survive.

“There are hospitals in the Chicago area that are very much on the brink,” said Daniel Yunker, vice-president of the Metropolitan Chicago Healthcare Council. “Clearly the overarching issues are the challenges with funding. Reimbursement is below cost, but costs to healthcare providers continue to escalate.”

The Cook County Assessor’s Office is currently considering instituting a property tax on hospitals.  If it does, Yunker believes it will have a disastrous effect. 


In a 1983 attempt to lower Medicare costs, legislators changed reimbursement rates to hospitals from an actual cost of services system to a system with fixed payments for services. Officials lowered the fixed payment schedule in 1992 and the 1997 Federal Balanced Budget Act imposed even more severe rate cuts on providers. Currently there is a one-year federal moratorium in place to prevent further cuts.

Since the states administer Medicaid, states either cut funding for the program or make it more difficult for people to qualify.

“Medicare and Medicaid tend to reimburse hospitals for less than the services cost,” said Scott Ziomek, director of government relations for the Metropolitan Chicago Healthcare Council. “Half of all the patients in the Chicago area are either on Medicaid or Medicare. When you consider that and the fact that, unless Congress intervenes, the reimbursement rate will suffer another 5 percent cut in 2008, you can see it’s a real problem.”

The Future of Medicare and Medicaid

Medicaid covers about 53 million Americans and Medicare covers about 40 million.  Because of the increasing number of uninsured, increasing health care costs, and the aging population, the future challenges to both programs are daunting.


“The solution to making Medicaid more sustainable is to make it less necessary,” said Diane Rowland, executive vice-president of the Kaiser Family Foundation, in her testimony before the U.S. Senate Special Committee on Aging. “If we had universal health coverage and assistance with the high cost of long-term care, the future sustainability of Medicaid would not be a question.”

In January 2007, California Governor Arnold Schwarzenegger proposed a plan for universal health care coverage that would include the approximate 20 percent of the state’s population that is uninsured. The plan came on the heels of a similar plan proposed in Massachusetts.


Regardless of whether state governments actually institute these programs, experts believe that when two states the size of California and Massachusetts propose universal plans; the federal government will not be far behind. 

Yunker, believes that universal health coverage will relieve some of the burden on health care facilities that currently provide services to the uninsured


Medicare’s future hinges on containing escalating health care costs, and surviving the massive baby boomer enrollment.


“As the financial strains on Medicaid become greater, the federal government has less money to fund Medicare with,” Yunker said. “These two programs are completely intertwined. There are a lot of competing opinions on how to fix the system – there is really no one answer.”
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