Event Summary

“Medicare 101”

March 16, 2009
The Alliance for Health Reform, with support from the Kaiser Family Foundation, held a briefing and live webcast in the Minuteman Ballroom of the Reserve Officers Association.  The briefing was designed to pose and answer basic questions related to Medicare.
Ed Howard, executive vice president at the Alliance for Health Reform, started the briefing by extending a welcome from Senators Rockefeller and Collins to those in attendance as well as those viewing the webcast.  He also thanked the panelists for their participation and the Kaiser Family Foundation for sponsoring the event.  Mr. Howard then noted that Medicare is the single largest federal program with costs approaching half a trillion dollars for 2009. Social Security and Medicare are the most popular federal programs, even though Medicare coverage is not as generous as most private health insurance.  Mr. Howard mentioned that despite Medicare’s popularity, it does face several problems including the future insolvency of the Part A trust fund and the potential for a large cut in provider payments. 
The co-moderator, Diane Rowland, executive vice president of the Henry J. Kaiser Family Foundation and executive director of the Kaiser Commission on Medicaid and the Uninsured, followed Mr. Howard.  Dr. Rowland noted that Medicare is, and will continue to be, front and center when discussing elder care.  She also mentioned that Medicare faces interesting jurisdictional divisions in Congress, with Parts A and B falling to Ways and Means, and Part B under the control of Energy and Commerce in the House and the Finance Committee in the Senate.
The first panelist, Juliette Cubanski, a principle policy analyst with the Henry J. Kaiser Family Foundation, discussed the essential facts related to Medicare.  Dr. Cubanski began by providing an overview of Medicare past and present, noting that it was a social insurance program established in 1965. She noted that Medicare covers a total of 45 million people, 38 million of whom are age 65 or older.   One notable difference between Medicare and Medicaid is that Medicare covers eligible individuals and their spouses regardless of income. As a result, Medicare covers a very diverse population. Some 46 percent of covered individuals are below 200 percent of the Federal Poverty Level.  Next, she discussed the differences between Parts A, B, C and D drawing attention to the fact that Part A is the hospital insurance program, Part B is supplementary medical insurance, Part C is an alternative to the original Medicare plan provider through private plans and Part D deals with prescription drug benefits.  Currently, Medicare Advantage (Part C) has 10.8 million enrollees, which is a quarter of the total number of individuals enrolled in Medicare.  Dr. Cubanski then discussed payments and funding sources of Medicare, noting that CBO expects Park D to grow to 16 percent of total Medicare expenses in the near future, and for Part A expenses to surpass funding in the next year.  She also mentioned that while Medicare provides important benefits, there are gaps in coverage, which are burdensome for beneficiaries.  Dr. Cubanski finished by noting that most Medicare beneficiaries have supplemental health insurance, 35 percent of which is provided though employer-sponsored programs.
Tom Gustafson, a senior health policy advisor with Arnold & Porter LLP, then discussed the Medicare payment system.  In 2007, the total Medicare benefit spending was nearly $430 billion dollars, two-thirds of which was spent in fee-for-service areas, such as skilled nursing facilities and home health care.  Dr. Gustafson then discussed Medicare spending, which occurs in many different areas within the healthcare system.  For example, approximately 45 percent of payments to hospitals and nearly 33 percent of physician payments come from Medicare.  Dr. Gustafson then discussed the original fee-for-service (FFS) Medicare benefits: Part A, which he described as care in a facility, as opposed to Part B, which is ambulatory care.  He commented that it is important to remember that Medicare is about the access beneficiaries have to services, not the needs of providers.  Next, he covered the generalized payment methodology used in Medicare, noting the process of classifying each patient or procedure, assigning a “relative value” and finally assigning a payment rate for each case.  To better illustrate this process, he went through an example of inpatient hospital PPS and an example of a physician fee schedule.  Dr. Gustafson then discussed the physician payment rate, which uses the sustainable growth rate (SGR) as a spending target. Recently, this has been a source of problems, because the SGR is set to reflect inflation and the project growth in the real per capita gross domestic product, among other things.  Since growth is expected to decrease, physicians face payment cuts of nearly 20 percent in 2010.  Next, Dr. Gustafson presented information on Medicare Advantage payments, saying the benchmark is set through a combination of county-specific rates based on FFS as well as other standards.  He finished by discussing payments to Part D, noting that Medicare subsidizes about 75 percent of the national average for prescriptions through the program.
The final presenter was Marilyn Moon, vice president and director of the health program at the American Institutes for Research.  Dr. Moon mentioned that Medicare Parts B and D are growing faster than Part A, and that Medicare as a share of GDP is and will continue to be a concern.  She also noted that Medicare expenditures are very similar to expenditures in healthcare for everyone; a small percentage of the beneficiaries are responsible for the largest portion of expenditures.  When looking at Medicare growth and spending, she said that it is no worse than the private sector, but it affects what is happening in the rest of the economy.  She also examined projected spending on healthcare as a percentage of GDP, commenting that spending in both the private and public sectors are driven by the same forces, which are usually new technologies and services.  Looking into the future, both the per-worker and per-beneficiary financial burdens are expected to increase. By 2040 the worker burden is projected to be nearly $9,000 (currently $2,000) and the beneficiary burden just over $6,000 (currently $1,700).  Dr. Moon also discussed Medicare spending per capita.  Using a map of the United States, she said that there are no indicators yet on what is the right or wrong expenditure rate or which rate provides the best quality.  Her final comment was that Medicare has been and still is a highly successful program, which is well liked by its beneficiaries.
A lively question and answer session followed.
