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Health Care Financing and Coverage
(Approx) in the US
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Medicaid Enrollees and Expenditures

by Enrollment Group 2004

Elderly
9 Elderl
Disabled 260/? y
16%
Adults
27% Disabled
43%
Children
48% Adults 12%
Children 19%
Enrollees Expenditures
Total = 55 million Total = $288 hillion

Note: Total expenditures on benefits excludes DSH payments.
SOURCE: KCMU estimates based on CBO and OMB data, 5
2004.
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Medicaid’s Role for Selected Populations

Percent with Medicaid Coverage:

Poor

Near Poor

Families

All Children
Low -Income Children
Low-Income Adults

Births (Pregnant Women)

Aged & Disabled

Medicare Beneficiaries
People with Severe Disabilities

People Living with HIV/AIDS

Nursing Home Residents

Note: “Poor” is defined as living below the federal poverty level, which was $19,307 for a family of four
in 2004. Source: KFF -2006


Presenter�
Presentation Notes�
Medicaid plays a special role for some of the poorest and sickest individuals in our society. The program provides coverage for one in four children, over one third of births, nearly half of all individuals with HIV/AIDS and 60 percent of individuals in nursing homes. 
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Medicaid’s Impact on Access to Health Care

[0 Medicaid M Private @ Uninsured
Percent Reporting

41%
30%
24%
20%
16%
13%

7% 6% 5o
Did Not Receive No Pap Test in No Regular Source of

Needed Care Past Two Years Care

Adults Women Children
SOURCES: The 1997 Kaiser/Commonwealth National Survey of

Health Insurance; Kaiser Women’s Health Survey, 2004; Dubay and 7

Kenney, Health Affairs, 2001. Slide from KFF.



Growth In the Share of Medicaid Beneficiaries
Enrolled in Managed Care, 1991-2000

Percent enrolled in managed care

£3 69 55.6% 55.8%

47.8%

40.1%

29.4%

23.2%

11.8% 14.4%
8%

9.5%

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Millions
of People: 2.7 3.6 4.8 7.8 9.8 13.3 15.3 16.6 17.8 18.8

Note: Includes full-risk and PCCM arrangements.
SOURCE: CMS, 2001. 8



Medicaid Approach to Care

e Two states use fee-for-service delivery
exclusively

« Among those that use managed care:

— eight use primary care case management
(PCCM)

— 14 use capitated systems alone
— 20 use both PCCM and capitation

« Of the 34 states that reported using
capitation:
— 21 exclude dual eligibles

SOURCE: Health Systems Research, 2000


Presenter�
Presentation Notes�
34 States report using capitated managed care programs:

	�


Medicaid Managed Care Enrollment,
by State, 2001

[] <25 percent (7 states)

B 25 to <75 percent (29 states + DC)

National Average = 55.8%
B 75+ percent (14 states)

Note: Includes full-risk and PCCM arrangements.
SOURCE: Kaiser Commission on Medicaid and the Uninsured. Key Facts: MEDICAID and Managed Care. 10
December 2001.



State Children’s Health Insurance

Program (S-CHIP)

 Federal block grant allowing states to expand
Insurance coverage to most children under
age 19 with family incomes below 200% of
poverty who are not currently eligible for
Medicaid

e States may implement program in 3 ways:
— expand Medicaid
— Create separate insurance program

— use a combination of the two
e About 6 million children covered.
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Overview of Medicare

® Established in 1965 as part of “great
soclety”

® An “entitlement” program covering
those over age 65 (34 M), ESRD and
disabled (9 M).

= Operated by federal “Center for
Medicare and Medicaid Services”
(CMS) (formally HCFA) in Baltimore
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Medicare Enrollees Over Time

Millions of Beneficiaries:

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030

SOURCE: CMS, Office of the Actuary, January 2003. 14



Most Medicare Beneficiaries Have Some Form of Supplemental
Coverage

Employer
Sponsored

34%

Other public
2%

Total = 39.6 million non-institutionalized
Medicare beneficiaries in 2002

SOURCE: Medicare Beneficiary Survey, Cost and Use File, 2002. From KFF.org 15
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Medicare Benefit Payments By Type of Service,

Low-Income
Subsidy Payments

3%
Payments to Drug Plans ’

4%
AN

Payments to Union/Employer-
Sponsored Plans
1%

Other Facility Services
5%

Hospital Outpatient
5%

Hospital Inpatient
34%

- Part A
- Part B

- Parts A and B

Part D
Physician and Other
Suppliers
24% Skilled Nursing Facilities

5%

Hospice
2%
Home Health Managed Care
3% (Part C)
14%

Total = $374 billion

Note: Does not include administrative expenses such as spending for
implementation of the Medicare drug benefit and the Medicare Advantage program. 1 6
SOURCE: Congressional Budget Office, Medicare Baseline, March 2006. Graph by KFF


Presenter�
Presentation Notes�
With health care costs continuing to rise, and with an aging population, there is concern about the rising cost of Medicare. 



Now that we’ve discussed the A, B, C’s and D’s of Medicare, this slide shows how benefit payments are allocated across parts of the program.  Part A accounts for 41 percent of benefit payments. Part B accounts for about a third of program spending.  And the new Medicare drug benefit accounts for 8 percent of program spending.�


Medicare HMO Enrollment Has Waxed and Waned,
with Some Uncertainty About the Future
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Source: KFF
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Medicare HMOs , 1987-2005
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Note: All data are from December of the given year, except for 2002 which are from July.
Source: CMS, Medicare Managed Care Contract Plans Monthly Summary Report. 18



A Brief History of Medicare Managed

Care

® HCFA's “TEFRA” /*“Risk-Contract” HMO
program (in existence since 1980’s)

® “Medicare+Choice” M+C was created by the
Balanced Budget Act (BBA) of 1997

® “MMA” Reform of 2003 (in place in 2006) expands
all this via “Medicare-Advantage”
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Key Components of 2003 Medicare

Modernization Act (MMA) Legislation

e RX coverage for elderly
— Discount cards (at first)

— private PBMs (known as “prescription
drug plans” or PDPSs)

— Help for poor and high Rx users
— “Donut hole” coverage

— Means tested for upper income

20



Reform - Cont.

* Expansion of “Medicare Advantage” . Former M+C
HMOs and other private plans. Big boost in HMO
payment.

e [ ots of “demonstrations” in care coordination and
In competitive “premium support” models

* To get law passed in 12/03, lots of political and
conceptual trade-offs between “big government”
and “privatization.”
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Update of Part-D Drug coverage (2006)

* In each state as many as 80 PDP plans available from
dozens of organizations.

e As of 2006 about 23 Million (of eligible 43 M) are In
“Part —D”. (Another 15 million have “creditable”
coverage” from other sources — mainly retirement
plans — most get Medicare subsidy.)

e Of 23 million, 6 M “dual-eligible” (Medicaid), 6 Million
via M+A HMOs and 10M in stand alone “PDPs”
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Standard Medicare Drug Benefit, 2006

Medicare Pays 95%

Medicare Pays 75%



Presenter�
Presentation Notes�
The standard Medicare drug benefit has a fairly unusual and complicated structure as you can see in this slide. Beneficiaries enrolled in a Medicare drug plan typically pay a monthly premium for their coverage. The standard plan has a deductible, a 25 percent co-insurance, and a gap in coverage, which is known as the “doughnut hole.” But plans vary quite widely in how they structure their benefits, so cost-sharing varies from plan to plan.



Plans are required to meet certain standards with respect to covered drugs, but here again, there appears to be considerable variation in terms of the number of drugs that are covered by Medicare drug plans, and how much plans charge for their covered drugs.



To learn more about the new drug benefit, you may want to review the tutorial that focuses on Part D on KaiserEDU.org.�


Update on Medicare Advantage 2006.

* There are now regional PPOs (not very popular
yet)

 Payments to HMOs have increased. Some
estimate up to 8% more than FFS equivalent. Was
originally supposed to be 5% less than FFS.

« Several interesting RCTs of DM programs
underway in FFS program (part of MMA).

o All of this is major “hot button” in Washington for
future Congressional and presidential elections.
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Storm Clouds in the Future : Increasing

Enrollment and Decreasing Taxable
Workers

Number of beneficiaries Numzerefr:’é?irckiZ;S
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SOURCE: 2001 and 2006 Annual Reports of the Boards of Trustees of the 25

Federal Hospital Insurance and Federal Supplementary Medical Insurance Trust Funds. Graph -KFF


Presenter�
Presentation Notes�
One of the major challenges that affects Medicare, and Social Security, is the expected increase in the number of people who will age onto the program. This year, there are roughly 43 million people on Medicare. By 2030, that number is expected to climb to nearly 79 million.



As the population ages, there will be fewer workers per beneficiary, which in turn means fewer workers contributing into the program and contributing to the program’s overall revenue base. This year, there are approximately 4 workers for every Medicare beneficiary. By 2030, there will be only 2.4 workers per beneficiary.



But the financing issues facing Medicare are not just related to demographics.  Medicare’s fiscal challenges are compounded by sustained annual increases in health care spending, which affects Medicare as it does all payers. The annual growth in Medicare spending is influenced by factors that affect health spending generally, including increasing volume and utilization of services and higher prices for health care services. 



Broad-based efforts to control health care costs generally would no doubt go a long way to slow the growth in Medicare spending over time.�
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