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ttempts to change the Medicaid program have been
widely and inaccurately characterized as a way
for conservatives to deny care to people. However, the
reality is that Medicaid fails to provide timely access
to care and in many cases provides lower quality care.
Yet, Obamacare’s architects claimed success for having
expanded Medicaid’s sub-par services to more people,
further exacerbating these problems.
The current Senate health reform bill' takes steps
in the right direction by recognizing that health care
“coverage” is not the same as health care and that
simply pouring more taxpayer money into a failing,
open-ended system is not the best way to help those
in need. The bill rightly creates a pathway to transi-
tion to a more focused program that centers on the
needs of the most vulnerable recipients—the dis-
abled, elderly, children, and pregnant women in pov-
erty—and gives people additional private options.
Increased Medicaid enrollment will not achieve
increased access to high-quality health care for the
following reasons. Medicaid:

m Fails to ensure health care access,

m Provides inadequate physician reimbursement
rates,

This paper, in its entirety, can be found at
http://report.heritage.org/ib4733

The Heritage Foundation

214 Massachusetts Avenue, NE
Washington, DC 20002

(202) 546-4400 | heritage.org

Nothing written here is to be construed as necessarily reflecting the views
of The Heritage Foundation or as an attempt to aid or hinder the passage
of any bill before Congress.

m  Hinders continuity of care,
m Fosters of a culture of bureaucracy,

m Furthers reliance on emergency departments,
and

m Provides inferior quality care.

Medicaid Coverage Fails to Ensure
Health Care Access

Medicaid’s low physician reimbursement rates
and administrative hassles make it difficult, if
not impossible, for many physicians to incorpo-
rate Medicaid patients into their practices. More-
over, the Medicaid population disproportionately
resides in medically underserved communities
with serious shortages of primary care provid-
ers. These factors result in low participation rates,
which in turn lead to reduced access to care for
Medicaid beneficiaries.

Proponents of Medicaid expansion and even
recent survey data? suggest that most doctors par-
ticipate in the program, but objective data challenge
that claim.

m The Centers for Disease Control and Prevention’s
National Center for Health Statistics show that the
percentage of physicians accepting new Medicaid
patients was 68.9 percent and the percentage for
only primary care physicians dipped to 66.8 per-
cent. Meanwhile, 84.7 percent accepted new pri-
vately insured patients and 83.7 percent accepted
new Medicare patients.?
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m Self-reported data from a voluntary survey of Cal-
ifornia physicians show physician participationin
Medi-Cal (the state’s Medicaid program) declined
from 69 percent in 2013 to 63 percent in 2015.*

Medicaid’s Low Physician Reimbursement
Rates Undermine Access to Quality Care

Quality care means getting the right treatment
for the right condition at the right time, which
depends on access to a doctor. Physicians are less
likely to accept Medicaid patients in their practice
because Medicaid payment rates for medical servic-
es are set at artificially low levels—in some cases even
below the cost of providing the services. As a gener-
al rule, Medicaid reimbursement rates are substan-
tially lower than the fixed Medicare payments and
substantially lower than the rates paid by privately
insured patients.

Reimbursement rates vary across states and, not
surprisingly, state reimbursement rates are directly
correlated to physician participation rates. New Jersey,
which reimburses physicians for services under Med-
icaid at only 45 percent of what it reimburses for Medi-
care, is also at the bottom in terms of access to care.®

This trend also holds true in specialty care. A 2016
study in The Journal of the American College of Sur-
geons found wide variations in payment across states,
with many state Medicaid programs paying far less

than Medicare and private insurance for common,
essential surgical procedures, raising concern that
this may act as a disincentive for surgeons to care for
Medicaid patients, especially in states with very low
reimbursement rates.®

A 2017 analysis in Health Affairs found that, even
when Medicaid patients get appointments, they expe-
rience significantly longer wait times in the doctor’s
office before being seen.” The wait times were longer
in states that had lower reimbursement rates.

Obamacare’s anemic attempt to address the low
physician reimbursement rates in Medicaid was a
failure. The Medicaid primary care payment increase
expired on December 31, 2014.8 The provision required
that all state Medicaid programs increase payment for
certain primary care services to Medicare payment
levels during calendar years 2013 and 2014.

The payment increase was intended to address the
need to maintain provider networks for those cur-
rently enrolled in Medicaid in light of the Obamacare-
mandated expansion of Medicaid eligibility (later
made optional by the U.S. Supreme Court), which was
expected to cover millions of additional enrollees.
This increase in payment rates was fully federally
funded. Despite $7.1 billion in taxpayer money spent
onincreased payments for services, nothing indicates
that the payment increase had any effect on recruit-
ing Medicaid primary care providers.’
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Medicaid and Discontinuity of Care

“Churning” in Medicaid—people cycling on and
off the program—also hinders access. Churning
makes it difficult to maintain continuity of care and
contributes to the total number of uninsured.

From 1998 to 2003, 30 percent of Medicaid
enrollees had at least one uninsured spell, com-
pared to only 12 percent of individuals with private
coverage.'”” Medicaid enrollees, many of whom have
lower educational levels and face language barriers,
are required to complete complicated paperwork
to enter or remain in the program." Furthermore,
under Obamacare, changes in income and family
circumstances are likely to produce frequent tran-
sitions in eligibility for Medicaid and health insur-
ance Marketplace coverage for low-income and mid-
dle-income adults.

A 2014 Health Affairs study estimated that more
than 40 percent of adults likely to enroll in Medic-
aid or subsidized Marketplace coverage would expe-
rience a change in eligibility within twelve months,
exacerbating gaps in coverage and disruptions in the
continuity of care.'

Medicaid and a Culture of Bureaucracy

Substantial administrative burdens are another
reason that provider participation rates are so low
in Medicaid. These burdens include reimbursement
delays; rejection of claims for seemingly capricious
reasons; pre-authorization requirements for many
services; and complex rules and regulations for
claim filing procedure.

Of these, reimbursement delays within the pro-
gram are especially problematic. Like reimburse-
ment rates, reimbursement wait times vary widely
across states: Kansas has an average of 37 days, while
Pennsylvania’s is 115 days. In every state, however,
the average wait time for Medicaid reimbursement
is appreciably longer than the average wait time for
payment from private insurers.'®

As expected, in the states where providers face
low reimbursement and long wait times, the num-
ber of physicians who accept Medicaid patients was
particularly low. However, in states with high reim-
bursement rates but long wait times, physician par-
ticipation was not significantly higher, suggesting
that raising reimbursement rates without address-
ing wait times will not improve access.

Other studies of various physician groups, such
as pediatricians, have corroborated the findings that
the factors of reimbursement rates and wait times
contribute to low physician participation in Medic-
aid and that fixing one without addressing the other
is unlikely to close the access gap.!*

Medicaid and Emergency Department
Reliance

A clear example that Medicaid coverage does not
equal access to health care is the continued reliance
on the emergency department (ED) by Medicaid
enrollees.

A 2014 examination of the Oregon Health
Insurance Experiment, which expanded Medic-
aid through random-lottery selection of potential
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enrollees beginning in 2008, found that expanded
Medicaid coverage produced no detectable changes
in physical health, employment rates, or earnings,
and also increased emergency department (ED) vis-
its by 40 percent in the first 15 months, including
increases in visits for conditions that may be most
readily treatable in primary care settings."”

A follow-up study in 2016 found that the increased
use of the ED in Medicaid persisted for at least two
years and therefore was not due simply to “pent-up
demand” that would dissipate over time. Medicaid
enrollees’ ED use in California surged by an even more
dramatic 75 percent in the two years following the
massive eligibility expansion authorized by Obam-
acare, according to data from the California Office of
Statewide Health Planning and Development.'

Nationwide statistics from the Centers for Dis-
ease Control and Prevention (CDC) also show no
reduction in the traditionally high rates of ED use
for non-urgent reasons among adults with Medic-
aid during and immediately following the Affordable
Care Actimplementation, suggesting that increasing
“coverage” by adding more people to the Medicaid
roles may not be the best solution in terms of improv-
ing access to primary care."”

Medicaid’s Poor Quality Care Problem

If Medicaid patients overcome these other bar-
riers to access, evidence suggests that the care they
receive in the doctor’s office may be inferior to the
care received by privately insured patients.

Discussions of the Medicaid program routinely
overlook these persistent quality deficiencies. For
example, a 2015 study in Health Affairs found that
after patient and provider characteristics were con-
trolled for, Medicaid-insured visits were less likely
than privately insured visits to include several pre-
ventive services, including clinical breast exams and
Pap tests.!®

Previous studies regarding cardiac and cancer
patients have revealed extensive shortcomings in
the quality of care delivered through Medicaid. For
example, a study published in the Journal of the
American College of Cardiology examined outcomes
from coronary artery bypass surgery and found that
Medicaid status was independently associated with a
worse 12-year mortality than for patients with other
types of insurance. In fact, Medicaid enrollees had
a 54 percent greater 12-year risk-adjusted mortality
than patients enrolled in other types of insurance
plans.”

Controlled studies of cancer patients have also
found differences in quality of care and clinical out-
comes between Medicaid patients and patients with
private coverage. According to a study in the journal
Cancer, researchers found that Medicaid patients
who were diagnosed with breast, colorectal, or lung
cancer had a two-to-three times greater risk of dying
from their disease than patients with other types of
insurance, even after controlling for other factors,
such as site and stage of the cancer and the gender of
the patients.?®
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More recently, a report in the Journal of Pediatric
Health Care also found that privately insured patients
had higher rates of medication adherence than Medic-
aid patients. Moreover, “patients with Medicaid plans
also had 20 percent more inpatient hospitalizations,
48 percent increased odds of emergency department
visits and 42 percent fewer outpatient visits compared
with those who had a private plan.”*

Expand Access to Quality Care: Medicaid
Premium Support

The Medicaid payment policies in the Senate and
House bills both offer the states federal payment
alternatives: a per-capita payment system for differ-
ent Medicaid populations or a state block grant with
enhanced managerial flexibility for state officials.
Both bills put Medicaid on a more predictable bud-
getary path, and replace automatic federal spend-
ing for Medicaid as an open-ended entitlement—an
approach long recommended by many health policy
analysts.? These steps could encourage the highest
and best use of federal Medicaid funds for the affect-
ed Medicaid populations.

To secure better access to care, Congress should
consider the creation of a Medicaid premium sup-
port program for the able-bodied Medicaid popula-
tion. Congress should fund assistance to Medicaid
patients through a direct defined contribution pay-
ment system (a “premium support” program) for
these beneficiaries to enroll in private health plans.
The Senate bill takes a step in this direction by pro-
viding lower-income individuals access to tax credits
to purchase private insurance, rather than put them
into Medicaid.

Such a policy would mainstream Medicaid ben-
eficiaries into the same competitive private health
insurance coverage that is available to their fel-
low citizens. This would mean that they would have
access to the same doctors and networks of medical
professionals that most Americans enjoy through
the private sector. Unlike at present, then, when
many Medicaid beneficiaries cannot find a doctor to
care for them, these individuals could secure superi-
or medical care, especially primary care.??

Conclusion

The Medicaid status quo is not effectively serving
the health care needs of the disabled, elderly, chil-
dren, and pregnant women in poverty. Policymakers
should ignore hyperbolic political rhetoric claiming
that conscientious reforms to secure and improve
the safety net for Medicaid’s core populations and to
provide better options for coverage and care to oth-
ers will result in a situation in which “thousands will
die.”?* Obamacare expanded the poorly performing
Medicaid and claimed success for doing so. These
new recipients can fare better under a new system
that broadens their access to quality care. A Medic-
aid premium support program can accomplish that
worthy end.
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