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INTRODUCTION

Dually eligible people have both Medicare and Medicaid benefits. They worked
and earned the right to Medicare, and they receive it when they become elderly or
disabled. They also have Medicaid because they are still so poor that they qualify for
t heir st at egran fav éhel heedy.i Ddiallypeligible people are the oldest,
poorest, sickest, and most disabled group of people in the nation. They are the people at
greatest risk of becoming ill and requiring letegm nursing home care.

Health care for these vulradsle, elderly and disabled people begins in the
communi ty physicianods of fice and frequentl"
permanently residing in an impersonal, expensive nursing home. It is ethically,
medically, and financially wiser to keep dyedlligible people in their own homes, than it
is to institutionalize them in nursing homes.

Recent decisions by the Louisiana Department of Health and Hospitals (DHH)
have made it more difficuldt for Loui si anado:
timely access to health care in the community, and therefore more likely that they will be
sent to live in expensive nursing homes. These actions by DHH disrupt long held family
and community ties and increase our stateos

Louisiana DHH Decision No. 1: Decreasing Access to Community Services

In 2000, Louisiana DHH essentially eliminated $24 million of Mediddeslicaid
crossover paymentsr dually eligible people, as sanctioned by the Balanced Budget Act
of 1997. By effectively eliminating crossover paymeris which is payment for the
$100 yearly Medicare deductible and the 20% Medicare coinsurance, which Medicaid
usedto payY, DHH lowered the insurance reimbursement for these frail, medically
complex, elderly and disablede@ple by aminimumof 20%. (For a discussion of
crossover payments see th€l abapMedicar artH
MedicareMe di cai d 6 Crossoverso6 Wor k?0)

"Technically, Loui siana DHH is not allowed to del i mir
DHH6s fi nal rul e, Loadisiama lRegiateop ©actobes 20, 2000, stathsethat DHH will

compare the actual Medicare payment (without the Medicare deductible and 20% coinsurance) to the

Medicaid payment rate. |If the Medicare payment exceedsviibdicaid payment rate, the claim is

adjudicated as a fully paid claim with a zero Medicaid payrenthich means a minimum loss of 20% of

the Medicare fee. If the Medicaid rate exceeds the Medicare payment (e.g., if Medicare pays little or zero

because th Medicare deductible has not been met), the claim is reimbursed at the lesser of the actual

Medicare payment amount or up to the Medicaid maximum paybaeatloss which may exceed 80% of

the Medicare fee. The patient and Louisiana DHH have no furthal ¢egfinancial liability to make

payment for the service. The net effect of this complicated“tulghich was sanctioned by the Balanced
Budget Act of 199722 i s t hat idi scretionaryo crossover payment s
essentially elimnat ed. (For a discussion of Adi scretionaryo
the chapter titled, fi Mo st of Louisianads $500 Mil |l
People. 0)
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Because of this harmful budgetary decision these vulnerable elderly and disabled
dually eligible people have decreased acces:
are more likely to be admitted to a nursing home. One example of this decreased
community medical access is the attached January 2001 letter | was forced to send to th
daughter of a 9%earold, bedb o un d, dually eligible patient
This letter explained that | was no longer able to make a house call to see her mother
because, by eliminating Medicakéedicaid crossover payments, the State ofitiana
hadcut the reimbursement for a physician house call service by §B#e Attachment:

Inability to make house call letter.)

Louisiana DHH Decision No. 2: Increasing Nursing Home Payments

In 2002, DHH in essence took the $24 million that had beeroved from the
community p h y s-iMedicaidn gossové ebddpet &vo e/ears previously,
added $3 million to the total, and appropr
nursing homefsi awisnog riaciosd. 0 By commanitys f er r i ng
access programs and into nursing homes, Louisiana DHH encourages and subsidizes the
institutionalized longerm care of dually eligible people. Louisiana is pushing our
elderly and disabled people out of their relatively inexpensive family hosnes
physiciansd offices and into expensive nur si
people at enormous state government expense.

In addition to significant family and social costs, moving dually eligible people
out of t heir apdintosMedicaidgporssdred oursing homes is financially
unwise. Louisiana pays approximatébur timesmore Louisiana treasury monehan
Medicare does, foMedicaidsponsorechursing home care, because of the effects of the
MedicareMedicaid Payment&e s a w. (See the ch-dMpdicad titl ec
Payment Seesaw and OQur Nursing Ho me Budge:
approximatelyfour times more federal government dollarshan Medicaid does, for
Medicaresponsoreccommunity care in the physii anés of fi ce, hospital,
venues. Therefore, Louisiana DHH must do everything in its power to keep dually
eligible people in thdledicaresponsoreccommunity and out of the expensive Louisiana
Medicaidsponsoredursing homes.

Because othis advantageous Medicare community care reimbursement ratio of
four to one, the $27 million which DHH gave to nursing homes could have helped
purchase the equivalent of $135 million ®edicaresponsoredservices in the
physiciands o fmk health, using fedemlidollad. Instgad, DHH chose to
purchase only $34 million dollars dledicaidsponsorechursing home services, using
money that comes primarily out of the Louis
$27 Million Nursing HomeRaise Could Have Purchased $135 Million of Community
Services. 0)

Many physicians and policymakers believe the impact of dually eligible people on
Louisianads Medicaid budget 4Medicaidocrogsovered t o t
payment program. But he act ual financi al i mpact of Lo
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dually eligible population is closer twenty timesthat number. In addition to the

obvious $24 million crossover bill, we must consider ém®rmous $500 milliorill,

which LouisianaMedi ai d pays for this populationdés nur
with the recent $27 million DHH nursing home appropriatianfor a total of $551
million. ( See the chapter titled, AMost of Loui si
SpentonDualyEi gi bl e Peopl e. 0)

Because -otl ded famlde It cheer Ifiyn ochi sabl edo are t h
segments of our Medicare and dually eligible
Medicaid expenses is of critical importance to the health of emiire Louisiana
Medicaid budget. By encouragifg or discouraging2 this group to live in the much
less expensive community environment, DHH has the ability to greatly impact the
financial stability of its entire Medicaid budget. This affects every Louisidedicaid
recipient, as well as the physicians who serve them. Removing money from the
physiciansd program and shifting this money
unwi se and is an inefficient use of Loui sian

Demographic andf i nanci al statistics regarding
population are not readily available. Given this lack of local Louisiana information, |
will apply severalnational dually eligible statistics and estimates to the Louisiana
population and its Mdicaid budget to determine their overall budgetary effect.

Louisianadés dually eligible population h;
our stateds Medicaid budget because a | arge
our nursing homes, arlduisiana Medicaid pays their expenses. (See the chapters titled,

AMost Nursing Home Residents Are Dually EII
Pays the Nursing Home Bill for Dually EIligil
theentire LouisianaState budget.

Similarly, just as our local dually eligible population has an enormous impact at
the state level, ounational dually eligible population has an enormous impact on the
national Medicaid budgét because the national dually eligible Medichill is the sum
of al | the statesdé dually eligible Medicaid
home population has an approxim&8g billioni mpact on our nationds M
each year. This money, which goes to house dually eligdselp in expensive nursing
homes, represents approximately 1.8%otdl federal expenditures.

At least 78% of these state and national totaler 2.4% of all Louisiana State
expenses and 1.4% of total federal expenditétewas spent on room and boaahd

other noamedicalcustodials er vi ces f or dually eligible pec
nursing homes. (See the <chapter titl ed, A
Nati onal Medi caid Nursing Home Bill . o0)

The key to Loui sgiahstrengthVthatefore aliesdrdtise priopem a
management of its dually eligible population. Louisiana DHH must do everything in its
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power to keep dually eligible people in tMedicaresponsoreccommunity and out of
expensive Louisian®ledicaidsponsoredursing homes.

The first step towards this goal must be restoring the physician Medicare
Medicaid crossover program to allow these frail elderly and disabled people proper
access to community physician services. This will afford these frail people the
opportunity to stay in the community and allow for less expensive-statje care by
their physician.

The second step toward this goal must be to stop subsidizing the nursing home
industry. Transferring money from the physician crossover prograne touttsing home
industry supports an industry in retreat, subsidizes empty nursing home beds, and costs
the Louisiana treasury an enormous amount of money.
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MOST NURSING HOME RESIDENTS ARE DUALLY ELIGIBLE PEOPLE

Although dually eligible people compriselpri7% of the national Medicare and
Medicaid populations, nursing home residentsoaerwhelminglydually eligible people.
According to HCFA, approximately 70% of the nursing home population are dually
eligible! Dually eligible people are twelve times Bkely to live in a nursing home, than
non-dually eligible Medicare beneficiaries. In 1997, nearly-quarter of dually eligible
people lived in nursing facilities as opposed to only 2% ofdeally eligible persons.
(See Figure 1.) According to tHWeVA in 1995, 89% of all nursing home residents were
65 years old or older. Only 11% of nursing home residents were youngee|deoty
disabled people under age %5.

HCFA % now renamed the Centers for Medicare & Medicaid Seritebas
acknowledged it the healthcare costs of dually eligible people are morediaiethe
healthcare costs of nafually eligible people because dually eligible people are far more
|l i kely to use a nursing home. T-thiediof cost s
them were partor full-y e a r nur si ng * h\bllimre Scandos, iDideetor bfs . 0
Health Financing and Systems Issues of the Health, Education, and Human Services
Di vision, testified in 1997 before the Sena
that over 20% of dually eligible people reside in nursing homksMassachusetts in
1995, 36% of dually eligible seniors lived in a nursing facility or other -kengp
institutional setting. Al s o, i n Minnesota 60% of that st
resde in nursing homes.

Although individual state percentages may vary, approximately 25% of the
national dually eligible population live in nursing homes. According to testimony before
the Senate Finance Committee in 1999, there were approximatemilion dually
eligible people in the United Statés.Multiplying six million by 25% shows that
approximatelyl.5 milliondually eligible people live in nursing homes.

! United States. Dept. of Health and Human ServicesEAlGHealth and Health Care of the Medicare
Population: Data from the 1995 Medicare Current Beneficiary Survey
<http://lwww.hcfa.gov/surveys/mcbs/PubHHC95.htm>.

2 United States. Dept. of Health and Human Services. HCFA. Characteristics and Percepttoms of
Medicare Population: Data from the 1997 Medicare Current Beneficiary Survey. 3 Sept. 2001
<http://www.hcfa.gov/surveys/mcbs/PubCNP97.htm>.

® American Medical Association. Council on Medical Servic®stus Report on the Medicaid Program
Dec. 1999. 1&ep. 2002 <http://www.arassn.org/ama/upload/mm/372/i99cms5doc.doc>.

* United States. Dept. of Health and Human Services. HGfe&lth and Health Care of the Medicare
Population.

® Scanlon, William JMedicare and Medicaid: Meeting Needs of Dual EligibRaises Difficult Cost and
Care IssuedJS Cong. Senate. Special Committee on Aging. Washington: GAO, Apr. 29, 1997.

® Perrone, Christopher, and Daniel Gildérofile of Dually Eligible Seniors in Massachusetts 1995
Massachusetts Division of Medical gistance and JEN Associates. Mar. 1999.

" Parker, PamelaStates Face Major Obstacles in Integrating Financing and Service Delivery for Persons
Dually Eligible for Medicare and MedicaitlS Cong. Senate Special Committee on Aging. Apr. 29, 1997.
18 July D01 <http://aging.senate.gov/hr3pp.htm>.

8 Scheppach, Rayxhanges to the Medicare systedS Cong. Senate. Finance Committee. May 27, 1999.
18 July 2001 <http://finance.senate.ge?/Bsche.htm>.
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Figure 1.

Most Nursing Home Residents Are
Dually Eligible People
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Most nursing home residents are dually eligible pedp. Dually eligible people
are twelve times more likely to live in a nursing home than nodwlually eligible

people.
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Looking at the actual number of nursing home residents the AARP has observed,
AAccording to the dreSuveyNtheareiwera 3,465 00Q@resgdentsg H
age 65 and ol der in nursing homes. 0 Addi ng
nursing home residents whom the AMA stated were under 65 years old, reveals a total of
1.65 million nursing home residerits anumber similar to the 1.5 million dually eligible
people who theoretically populate o-ur nat i c
fourths of these [nursing home] residents were women, and abotiatingere age 85
and o4 tdpeal descriptions ofahlly eligible people.

Similar information can be obtained by counting the number of occupied nursing
home beds in the United States. In 1999, our nation had 1.81 million nursing home beds.
But not all nursing home beds are occupied, because the qidreme industry is
undergoing a period of contraction. AThe r
homes was 82.7% in 1999, a decrease?from 1909

Multiplying 1.81 million nursing home beds by an 82.7% occuparaig r
demonstrates that in 1999, there were 1,496,870 occupied nursing home beds in the
United Stated2 a number which is almost exactly the same number of dually eligible
people that was predicted to live in nursing homes. This demonstrates that, altobugh n
all residents living in nursing homes are dually eligible people, it is certain that the
majority of people who live in nursing homes across the nation are in fact dually eligible
people.

The number of dually eligible people who residdauisiananursing homes can
be computed by applying the national esti me
population. According to David Hood, Secretary of Louisiana DHH, there were 104,110
dually eligible persons in Louisiana in fiscal year 260MMultiplying the 25% national
nursing home average by Louisianatdts 104, 11
theoretically,26,028 dually eligible peoplei ve i n Loui sianads nursin

According toThe TimesPicayune fiLoui si ana has hitsstori ca
Medicaid resources on nursing “hthseumber . . f
of 25,000 Louisiana citizens residing in nursing homes is very close to the number of
dually eligible people calculated in theory to be living in Louisiana nursingesausing
the national dually eligible nursing home average. Clearly, not all residents living in
Louisiana nursing homes are dually eligible people, however, this fact is clear: The
majority of people who live in Louisiana nursing homes are dually ééigpbople.

° Pandya, SheeNursing HomesAARP Public Policy Institwt. Public Affairs. Washington: Feb. 2001.

9 Sept. 2001 <http://www.research.aarp.org/health/fs10r_nursing.html>.

¥ Hood, David. Letter to the author. 2 July 2001.

“wal sh, Bill. fAMore c ho The@imesRicaygrelNewiOreans]d@uly 260bir seni or s
Al+.
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LOUISIANA MEDICAID PAYS THE NURSING HOME BILL FOR
DUALLY ELIGIBLE PEOPLE

Although some nursing home residents have other-Mwdicaid insurance
coverage, most nursing home residents are dually eligible people and have both Medicare
and Medicail benefits. Medicare is primarily responsible for community medical care in
the physiciands office, hospital, and throu
responsible for nursing home care. According to HCFA in 1D&glicaid covered 75%
of all nursing home residentsompared with only 17% of community residettsThe
Kai ser Family Foundation has conf i-thineed t hat
of the nationds KHursing home residents. o

Louisiana Medicaid spends approximately $26,p@60 person, per year, to care
for approximately threquar t er s of al | residents in our
these Medicaieligible residents are dually eligible people, some of whom could be well
cared for in their own communities for muchdesoney each year. What is important to
remember is that Medicaid pays th&jority of nursing home bills for nursing home
residents’z most of whom are dually eligible peop¥ in Louisiana and across the
nation.

12 United States. Dept. of Health and Human Services. HEAlth and Health Care of the Medicare
Population.

13 Kaiser Family FoundationMe di c ai d 6 s -IiR@nle Medfcare Berefiwiaries

Feb. 2001. 25 Apr. 2002 <http://www.kff.ooghtent/2001/2237/2237.pdf>.
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MOST OF LOUI SI ANAG6S $500HOME BILLISCSSRENTOR S| NG
DUALLY ELIGIBLE PEOPLE

Dually eligible people are the oldest, poorest, sickest, and most disabled group of
people in the country. Senator John Breaux, in his opening statement before the Senate
Special Committee on Aging in Aprib97, stated:

Any serious attempt to hold down Medicare and Medicaid costs
must take the needs of the dually eligibtethe elderly and disabled poor
% into account. They are the most expensive of the Medicare and
Medicaid beneficiaries. They account fodiaproportionately large share
of spending in both Medicare and Medicaid. As 16% of the Medicare
population, they account for 30% of its expenditures. As 17% of the
Medicaid population, they consume 35% of its payments. Overall, $106
billion was spenin 1995 on dual eligibles. This amounts to nine times
more money than was spent nationally on medical research.

As only 2% of the nation's population, they account for 10% of the
country's health care spending. They are also the two fastest growing
segmets of the Medicare population. These grodépsthe nonelderly
disabled and individuals 85 years and oltéerare the two groups most
likely to be dually eligiblé*

The medical expenses of dually eligible people with MedieactMedicaid are
approximatelytwice the expenditures of beneficiaries with MedicareMedicaid. (See
Figure 2.)

Al t hough 35% appears to be a | arge perce
dually eligible people to consume, in some states dually eligible people consume even
higher percentages. In her congressional testimony, Pamela Parker of the Minnesota
Department of Human Services stated, fPeopl ¢
Medicaid comprise only about 18% of Minnesota's Medicaid enrollees, but they account
foras much as 50% of Mi ®nesota's Medicaid cost

In fiscal year 1998/ 1999, Louisiadnads tot
Applying the national average, 35% of this Medicaid budget was spent to care for dually
eligible people in our state. Thef or e, 35% of Loui sianabs $3.
budget, 01$1.18 billionwas theoretically spent by Louisiana Medicaid on our relatively
small dually eligible population in fiscal year 1998/1999.

4 Breaux, JohnTorn Between Two Systems: Improving Chronic Care in Medicare and Medid&id

Cong. Senate. Special Committee on Aging. Apr. 29, 1997. 19 Aug. 2001
<http://lwww.senate.gov/~aging/hr3jb.htm>.

5 parker.

® Boyd, Cutis. Loui si ana6s Medicaid Program. A nlouiseda Repor t .
DHH. Baton Rouge: 1999. <http://www.dhh.state.la.us/OMF/PDF/AR_98.pdf>.
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Figure 2.

Dually Eligible Patients are Expensive

1. Dually Eligible Patients comprise only 17% of the
Medicare and Medicaid population.
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Medicare and Medicaid money.

Medicare

$

3. The cost of caring for these patients totalled
$106 Billion in 1995.

Source: Breaux, John. Torn Between Two Systems.
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According to HCFA in 199585% of all money spent by Medicaid on dually
eligible people went to pay for their nursing home éarevhich includednonmedical
custodial servicesuch as room and board expenses, as well as assistance in their
activities of dail y | duallyaligble pay®ents wegmtedapaye nt o f
for prescription medicines. Only 4% of these payments went to medical providers, and
3% went to inpatient hospital servicés(See Figure 3.)The Times Picayuneonfirmed
in 2000, 86 % of t he Giadvie set aside fdr then eldedyyandt h a t L
disabled went to nursing homes, group homes, andrstate i n s't% a numbero n s 6
al most identical to HCFA6s 85% dually eligib

Applying the national average, 85% of the $1.18 billgpent by Louisiana
Medicaid on dually eligible people went to pay for their nursing home costs. Therefore,
85% of $1.18 billion, of1 billion was theoretically spent by Louisiana Medicaid to pay
nursing facilities to house our dually eligible population

In fiscal year 1998/1999 Medicaid only budgeted $504 million for the total
Louisiana nursing home bill. How can a theoretical nursing home bill of $1 billion be
reconciled with an actual nursing home bill of $504 million?

Accor di ng t The avdrage aAnAi& €ost of tare in a nursing home [for
all payers] in 1998 was about $56,000 or $153 [per patient,] per day. . . . Medicaid
reimbursement systems for nursing homes vary considerably from state to state and
averaged $95.72 [per patientJpgeay [ or $34, 938 per ®patient, p

As described iThe TimesPicayune Loui si anads finursing honm
been especially aggressive in |l obbying for
Loui siana Nur si n gAt $HD peepatiérd, per ddy,a ouisiana nursifig
homes are among the lowgsta i d | n Meltiplying this expense of $71 per
day, by 365 days, yields the result that Louisiana is spending $25,915 per nursing home
resident, per year.

DividingLoui si ana Medicaidés nursing home payr
national Medicaid nursing home payment of $34,938 shows that Louisiana Medicaid
pays only 74% of the national average of Medicaid payments to nursing homes.
Multiplying the theoretically deved Louisiana dually eligible nursing home bill of

" United States. Dept. of Health and Human Services. HG&fe&lth and Health Care of the Medicare

Population.

Bwal sh, Bill. @Ruling @[FhetTenesPicayisefNew @rleaosh7? May 2001i t ut i ons .
Al+.

™ According to the Annual Report of the Louisiana Medicaid Program for State Fiscal Year 1999/00, in

addition to nursing homes paymenteuisiana Medicaid paid other lostgrm care expenses including

approximately $350 million to Intermediate Care Facilities for the Mentally Retarded, dMRClacilities.

It is not clear whether these funds are included in the 86% total quotée ihines Picayunarticle.
<http://www.dhh.state.la.us/PDF/Medicaid_99 00.htm>

¥ pandya.

®Wal sh, Bill. ARuling puts pressure on institutions. o




Dually Eligible People Have an Largmpact on Our State and National Medicaid Budgétkersh 14

Figure 3.

Medicaid Payments for
Dually Eligible People, 1995
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In 1995, 85% of all money spent by Medicaid on dually eligible people went
to pay for their nursing home care.
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$1 billion by the 74% national average lowéhe theoretical Louisiana nursing home bill
for housing our dually eligible citizens 740 millionY2 closer to the actual bill.

In addition to thistogl own approach to estimating Lou
eligible nursing home bill, this bill cape calculated by employing a bottam approach

using Louisiana DHHOs actual number s. For
and Medicaid benefits, Medi care is always t
only portion of dually eligible pgpl e 6 s medi c al bill s, whi ch Me

providers are the crossover payments, which include the annual $100 Medicare
deductible and 20% coinsurance. Medicaid crossover payments have two components.
One part i's fmandat dicaig coatinueshtd gal, and the sesonda na Me
part is fAdiscretionary, o0 which Louisiana Med

Mandatory crossover payments are usually paid at the beginning of each year,
before a dually eligibl e perlétherdédactibMéati car e ¢
not been satisfied and Medicare pays the provider little or nothing, then Medicaid pays
the patientdés medical claim at the wusually
crossover payment that Medicaid cannot legally avoid. Baknced Budget Act of
1997, however, stated that any payment above this usually low Medicaid rate was
di scretionary, and could be withheld at the
Medicare allowed amount for a provider service is $80, andMhdicaid allowed
amount for the same service is only $30. At the beginning of each year, with the
Medicare deductible not yet met, Medicare will pay the provider zero. The medical
service claim is then automatically crossmer to Medicaid, which will @y the provider
the Medicaid allowed amount of $30. This $30 Medicaid crossover payment is
mandatory, and cannot be avoided. The remaining $50, however, is discretionary, and
can be Il egally eliminated at a o9savere ds di s
payment, along with the 20% coinsurance for the rest of the year, which Louisiana
eliminated in 2000.

States that have a relatively low Medicaid payment schedule in comparison to the
Medicare payment schedule will have a lower mandatory crossotarand a higher
discretionary crossover total. Conversely, states with a relatively high Medicaid payment
schedule will have a higher mandatory crossover total and a lower discretionary
crossover total.

Although Louisiana DHH eliminated all discreti@ry crossover payments which
were above the Medicaid raté in the amount of $24 milliortz2 Louisiana DHH
continues to pay mandatory crossover payments. According to Charles Castille,
Undersecretary, Office of Management and Finance, Louisiana DHH ténfisizal year
2001 (the first full year wherein discretionary crossovers were eliminated) Louisiana
DHH continued to pay $9.94 million in mandatory professional crossover daims.
Combining the mandatory and discretionary physician crossover totals steates the
total Louisiana Medicaid physician crossover bill is approximately $34 million.

2L Castille, Charles. Letter to the author. 20 December 2002.
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According to HCFA only 4% of all national Medicaid money spent on dually
eligible peopleds care went to theinalof medical
$34 million represents 4%, or orteventy-ifth of all Louisiana Medicaid money spent on
dually eligible people, then multiplying this $34 million by 25 reveals thattoies
amount Louisiana Medicaid spends on the dually eligible population is $#b66n.

Mul tiplying this $850 million by HCFAG6s nat
percentage shows th&723 million is the amount of money Louisiana Medicaid

theoretically spends on housing duas.ly elig
Using Louisiana DHHG6s actual numbers al ong

estimate that is close to the $740 million derived by using thddom approacfil'

Whet her Loui siana Medicaidoés actual bill
expens/e nursing homes is $504 million, $740 million, or closer to the national average
of $1 billion is a moot point. The most important fact is thatrtagority of the $504
million (plus the recent $27 million raise) Louisiana Medicaid gives to nursing $iome
goes to care for dually eligible people.

™ Henceforth the term crossover payments will refaty to the $24 million discretionary crossover
payments which Louisiana DHH essentially eliminated in 2000. It is the elimination of these discretionary
crossover payments, which has |l ed to decreased medi ce
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THE MEDICARE -MEDICAID PAYMENT SEESAW AND
OUR NURSING HOME BUDGET

According to theLouisiana Registereliminating crossover payments for dually
eligible persons was estimated to save $23.5 million ifirfisyear. Because the federal
government contributes 70% of Louisiana Medicaid funds, the Louisiana treasury was
estimated to save almost $7 million of this $23.5 million, and the federal government
would save the remaining $16.5 milliéh.

This $23.5million is only a small fraction of the actual cost of caring for dually
eligible people. Because mostly Medicajgbnsored dually eligible people populate our
nursing homes, the actual amount of money spent on dually eligible people in Louisiana
is close to a half a billion dollars. This money represents approximately 3% of the
entire$16.3 billion Louisiana State budget for fiscal year 2002/2003.

The Louisiana nursing home budget is both dmsiigeted and poorly utilized.
According to David Hood, $eetary of Louisiana DHH,

The current state of loAgrm care in Louisiana revolves around
nursing homes. . . . to almost the near exclusion of other options. . . .
d_ouisiana has a very high public demand on lbegn care services.
The state has theesond highest number of nursing home beds per 1000
age 85+ in the nation; however, nursing home occupaeegls and
resident acuity levelghe amount of medical care a nursing home resident
requiresjare both very low 6 . . . I n L oswhosmigatn a ol der
only need intermediate care have few options other than admission to a
nursing home.

This huge nursing home budget is particularly onerous for a poor state like
Louisiana. Mr. Hood continued:

In the Medicaid program, nursing home expenéguaccount for
nearly $500 million yearly. . . . [F]or years this consumed the greatest
portion of all Medicaid spending in Louisiana. . . .

Louisiana spent $109 per capita on nursing home expenditures versus only
$1.33 per capita on communibased setices. . . . Because of this over
reliance on nursing home care, there is an oversupply of nursing home
beds while there are people who must wait years for commbasggd

services.
22 | ouisiana. Office of the State Registéouisiana Register fAiNot i ce o f Il nt ent . Profes
Medi care Part B Claims. o6 Bat eéhn Rouge: Vol . 26. May 2

% Louisiana. House of Representatives. Fiscal Dividiiscal Year 2002003. fast Facts and Talking
Points Baton Rouge: 8 July 2002. 25. 21 Sep. 2002
<http://house.legis.state.la.us/housefiscal/2002FastFacts/2002FastFasts.pdf>.
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The challenge for Louisiana . . . is to . . . get ready quick, in order
to meet the needs of our aging <citizens
Olmstead decision has motivated states to make commirased
services not onl y* a choice, but a reality

Because nursing homes are very expensive, underutilized, and consume such a
lar ge portion of Louisianab6s Medicaid budget,
Medicaid savings can be realized. Cutting down this enormous half a -oiditar
expense bynly 5% would more than pay for the complete restoration of crossover
payment§ or Loui si anad6s dually eligible popul at:.i

Medicare and Medicaid pay for most of the healthcare expenses for elderly and
disabled dually eligible citizens. In addition to paying all of the costs of Medicare, the
federal @vernment also pays more than draf of all national Medicaid expenses. The
federal government, therefore, pays about Hopegrters of all Medicare and Medicaid
expenses combined. It is the remaining-qoarter of healthcare expenses that each state
and its Medicaid department struggle to protect.

In general, Medicare provides coveragedoute medical caren the community
%2in the physicianbds office, i n the hospita
percentage of Medicare dollars is spentlémgterm or nursing home care. Medicaid,
on the other hand, pays a smaller amount for acute medical care, but pays the bulk of
chronic longterm carenursing home expenses. Medicaid spends approximately one
third of its entire national budget on theatively small dually eligible population. And
in 1995, 85% of all money spent by Medicaid on dually eligible persons went to pay for
their nursing home care, which included frardical custodial services such as room and
board expenses, and assistamctheir activities of daily living>

Because the Medicare and Medicaid programs have different missions and
different funding mechanisms, the most important thing Louisiana can do to decrease the
amount of money leaving its treasury is n@aximizethe anount of money spent by
Medicare in the physiciands office, hospital
time minimizingthe amount of money spent by Medicaid in the lergn nursing care
facility. In other words, keep people in tMedicaresponsoed community and out of
Medicaidsponsoredursing homes.

Why is this so, and how can we accomplish this? Figure 4 demonstrates that the
Medicare and Medicaid programs sit on a seesaw. On tHealedt side of the seesaw is
the Medicare program with ¢hthree main services that it pays for: physician office
services, hospital services, and home health services. On thbaighside of the

% Hood, David.Caring for Our Aging Citizens: The Louisiana Perspectiy& Cong. Senate. Special
Commitee on Aging. July 18, 2001.
% United States. Dept. of Health and Human Services. HEfe&lth and Health Care of the Medicare

Population.
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Figure 4.

Medicare-Medicaid Payment Seesaw

Medicare Pays for Medicaid Pays for
Acute Care Chronic Care
Physician Office, Hospital, Home Health Nursing Home

I O

Primarily Louisiana
Medicaid $

Primarily Federal

| p—— —
Medicare $
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seesaw is the Medicaid program with its main service of nursing home payments.
Accord ng t o Healh-ahkd ldealth Care of the Medicare Population dually
eligible people Medicare pays approximately 80% of all governfugidied medical
services on the leftand orcommunity careside of the seesaw, and Medicaid pays
approximately 80%f all medical services on the righind omursing homeside of the
seesaw’

For every $100 of Medicare and Medicaid money spent on dually eligible people
in the physiciandés office, hospital and thr
by Medicare, and the remaining $20 is spent by Medicaid. Because Medicaid is a joint
federalstate program, Louisiana pays only 30% of its own Medicaid healthcare bills.
Therefore, of this remaining $20 Medicaid office/hospital/lhome health expense,
Louisiana oty has to spend 30% of $20, or $6 of its own money to pay for its share of
these expenses. This $6 Louisiana treasury share pays for all Medicare and Medicaid
services for dually eligible people in Louisiana performed in the office/hospital/home
health veaues, which appear on the kofind side of the seesaw.

Contrast this with $100 spent on nursing home services, which appear on the
right-hand side of the seesaw. Here Medicare pays only 20%, leaving Medicaid to pay
80%, which is the bulk of the cost.vé&n with the 70/30 federstate match, Louisiana
still has to pay 30% of the entire expense. The result is that 30% of $80 equals $24.
Here we see the negative effect nursing homes have on our Medicaid budget. For every
$100 of healthcare bills spemt @s citizens in the office/hospital/home health arena, the
Louisiana treasury only has to pay $6 of its own money. But for every $100 of healthcare
expenses spent on its citizens in the nursing home arena, the Louisiana treasury has to
pay $24 of its ow money, ofour timesthe amount.

The reason nursing home payments are harmful to our state budget (in addition to
there being so many nursing home residents) is that a significant portion of each dollar
spent in the nursing homelacal Louisiana moey,as opposed to the money spent in the
office/hospital/lhome health arena where the majority of the moneyasme one el seds
money(i .e., the federal government 6s money) .
for dually eligible people is bargain while nursing home care for dually eligible people
is aburden In the community dually eligible people akedicareMedicaid people with
Medicare paying 80%of the bill. In the nursing home dually eligible people are
essentiallyMedicaidMedicare people wh Medicaid paying 80%f the bill. (See Figure
5)

Therefore, the financial key for Louisiana is to keep as many people as possible
on the office/ hospital/ home health side of
payment dollars, and as few peopdepassible on the nursing home side of the seesaw to

% United States. Dept. of Health and Human Services. HGfe&lth and Health Care of the Medicare
Population.
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Figure 5.

For Louisiana and A// State Treasuries

Community Care Nursing Home Care
is aBargain is aBurden
Because Dually Eligible People Because Dually Eligible People
Are Medicare-Medicaid Become Medicaid-Medicare

Medicare Medicaid
80% 80% .
Federal $ Mez(z,'éf . State $ 2006

State $ Federal $

For Louisiana Medicaid, community care for dually eligible people is a
bargain becauseMedicare pays 80%of the bill with federal dollars, but

nursing home care for dually eligible peoplds a burden becausd.ouisiana

Medicaid pays 80%f the bill using Louisiana treasury dollars.
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mi ni mi ze Medicaidodés state payment dol | ar s.
successful, Louisiana must enlist the aid of its physicése.

The physician is the medical s@arvi ce Ag
excellence. Figure 6 shows the effect of physician services on the MeédMatkcaid
Payment Seesaw. The single purpose of the physician has always been to help keep
paients as functional as possible, living in the community, and out of nursing homes.
Therefore, physicians will always strive to push the seesaw down to the left. This helps
keep patients on the office/hospital/home hel#dicare side on the left and ayviiom
the nursing homdledicaid side of the seesaw on the right. In addition to being
medically and ethically correct, using the physician as gatekeeper to keep people in the
community on the Medicaspayment side of the seesaw has the added bonusphgee
people out of the nursing home, thereby lowering the Medicaid bill for Louisiana.

Figure 6 shows that by allowing physicians to keep people in the community the
seesaw is weighted down on the Medigaagment side, resulting in a net saving for the
Louisiana Medicaid program. At the bottom of Figure 6 is what | refer to as the
ALoui siana Scorecard. o By enlisting physici
patients and their families are pleased, the physicians are pleased, and the douisian
treasury is pleased. In order to obtain this result, however, Louisiana must be certain that
physicians are adequately reimbursed to fulfill their patient advgedékeeper role.

This situation contrasts with the situation in Figure 7. This gragipiesents the
current state of affairs after Louisiana eliminated Mediddeglicaid crossover payments

for dually eligible people and i mposed its
physicians it needs to make this morsaying model work. (Seear t 1 ,-ClaBsSec ond
Medi care. 0) I n Figure 7, therhandMsedicareo physi
side of the seesaw. Wit hout the physician:

dually eligible patients are left without their best patti@dvocate.

Since | (or any other physician) have been forced to decrease my geriatric (i.e.,
dually eligible) office practice by 10% and have been forced to stop making home visits
to these frail patients, dually eligible patients have less accessdaly medical care. |
have, in effect, stepped off the office/hospital/home health side of the seesaw. The result
is that dually eligible patients, whom | would have previously been happy to accept into
my practice in year 1999 in Figure 6, have nowftedj in year 2001, to Figure 7.
Because they have less medical access, these patients now have to wait for medical care
until they become sicker and more vulnerable to nursing home placement. In this
instance the seesaw has tilted to the figinidd, Medtaid-nursing home side, causing
added expense to Louisiana and extra suffering for its dually eligible citizens.

Louisianads geriatric penalty on the ol de
has pushed me off the office/hospital/home healtk sidthe seesaw, thereby allowing
the scale to tip over to the nursing home side. The bottom of Figure 7 shows the revised
Louisiana Scorecard. By imposing this geriatric penalty on dually eligible patients and
their physicians, Louisiana has decreasedinal access for our most
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Figure 6.

Medicare-Medicaid Payment Seesaw
With Physicians & Crossovers, 1999
The Seesaw Tips to the Left
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Figure 7.

Medicare-Medicaid Payment Seesaw
Without Physicians & Crossovers, 2001
The Seesaw Tips to the Right
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vulnerable, dually eligible citizens. Now, the patients and their families are displeased,
the physicians are displeased, and the Louisiana treasury is displeased.

The dually eligible populatiois the most likely group to be admitted to a nursing
home. I'f only 5% of Louisianads nursing hc
timely medical care to this population, the entire $23.5 million crossover budget could be
fully restored. If each Losiana physician was allowed to do his or her work unfettered
by this discriminatory geriatric penalty on dually eligible patients, this amount of savings
from the half a billiordollar nursing home budget could be realized.
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GIVING NURSING HOMES A $27 MIL LION RAISE
SUBSIDIZES AN INDUSTRY IN RETREAT

According toThe TimesPicayune Louisiana recently approved a tax on nursing
home residents that wo-oflidngipcrease o duesin@horie2 7 mi | |

operators. o Pat rdcctioar DoefMi AARPR esaisd,atfelL aduirsi
| owes't [ nursing home] occupancy rates in t
added, ALoui siana needs to be wary that any
[does not] help subsidize about 6,000 emptysui ng home bZds in the st

This $27 million nursing home raise for the predominantly dually eligible
population is essentially the same $24 million (plus an additional $3 million) that
Louisiana DHH removed from t hBHHElmnatedci ans 6
crossover payments for dually eligible people. This is the opposite strategy DHH should
be taking with respect to dually eligible people. As previously seen, by eliminating the
$24 million crossover program from the Medicare office/hadfpibme health side of the
MedicareMedicaid Payment Seesaw Louisiana DHH is decreasing access to community
care for these elderly, frail, dually eligible people and tipping the seesaw over to the
right-hand, Medicaiehursing home side.

By eliminating cossover payments DHH has eliminated payment for the
Medicare deductible and 20% coinsurance. Therefore, for the first part of each year these
patientsd insurance reimbursement wil/l be ec
until their medical billgeach the $100 Medicare deductible level. The beginning of each
calendar year is a financially difficult time for physicians treating these patients because
Louisiana has effectively turned all of these Medicare patients into Medicaid patients.
(Foradscussion of crossover payments-Clasee t he ¢
Medi car ed: HeMe dD oc aMedd i6cCaxroes sover s6 Wor k?0)

Turning dually eligible Medicare patients into Medicaid patients means that at the
beginning of each year these pateemay experience the same difficulty obtaining access
to health care as Medicaahly patients, because many physicians find the Medicaid
payment schedule inadequate and do not actively participate in the Medicaid program.
Although 99% of Louisiana physans accept Medicare patients and Medicare fee
assignment® a much smaller number of physicians accept Medicaid patients and
Medicaid fees. The TimesPicayunereported that a study by the Louisiana Hospital
Associati on demonst r adnadbctoislaciely pattidipata inthéd % o f |
[ Medicai d¥ program. o

Ri tea, Steve. fATax b oo sThe TimesPicayusdiNemeOriéams] 10 Aug 800 g h o me s .
Ad.

2 Kaiser Family FoundatiorBtate Health Facts Online: Louisiana: Medicare Assignment Rates for

Physician Services, 1998 May 2002 <http://www.statehidlafacts.kff.org/cgi
bin/healthfacts.cgi?action=profile&area=Louisiana&category=Medicare&subcategory=Medicare+Access+t
o+Services&topic=Medicare+Assignment+Rates>.

®Anderson, Ed. ASal es The XimdsRicayuneljewOdears]al? Mov2p0list at us . 0
A4,
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Louisiana DHH compounded the harmful physician crossover elimination by
pl acing this fAnewo $27 mi |l-nursingmome side®fdhes quar e
seesaw, thus enabling more dyadligible people to be housed in expensive nursing
homes. By transferring millions of doll ars
home industry DHH continues to subsidize an industry in retreat.

Although the number of frail, elderly patientsincreasing at almost three times
the rate of our national population, the number of people requiring care in a nursing home

continues todecline According to the Census Bureau
popul ation rose onl y 1ndéb ofdmericansgolddr than 838 9 9 0 s ,
surged 37%. 0 Despite thiod dnargkedi pi n chreecasue
Ai nvest ments in medi calfewarpeoptke amossdihe tcaudrgt ment 0
needed care in a nursing hyeame.,. atwhaverdyge saved
annual cost of $47,000D0 per nursing home res

The result of this decline in the use of nursing homes is that 20% of all nursing
home beds i n Louisiana are empt YlmsteadWi t h t h
ruling mandatig more communitypased and home care services be made available for
the el derly and the disabled, the percentag:
will only rise further. Although the nursing home industry may insist this new $27

millionwilbeused to i mprove patient care, as Patri
no safeguards in state law to make sure that the increased state financing for nursing
homes will translate*into improved patient c

Realistically, nursing homesiustuse aportion of this money to subsidize the
20% of empty beds in Louisianads nursing ho
been slow to acknowledge that there has bee
infrastructure. With increased recognition b&tneed for more communibased and
homebased long er m car e, the nursing homesd 20% en
unless there is consolidation in the industry or nursing homes find some other way to
occupy their empty beds.

If a nursing home ower operates a facility that can house 100 patients, and the
owner can only fill 80 beds, then Louisiana Medicaid will pay the owner only enough
money to care for the occupied 80 patient beds. Although the owner may insist that no
Louisiana Medicaid monewill be used to maintain the empty 20 beds, the total
reimbursement received from Louisiana for patient care must pay for more than the
custodial care, room and board, and nursing care of the 80 actual patients. The money
must also be allocated to helpypa f or t he facilityds mortgage
that was built for 100 patients, along with the extra janitorial service, insurance,
maintenance, and utilities for the part of the nursing home that is empty. There will
always be certain fixedursing home infrastructure costs that must be paid, regardless of

®Rosenbl att, Robert. @ Wedr eTheg BirhesPicayane[delv®deans]15 . . and
May 2001: A5.
¥ Ritea.
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the number of beds that are actually occupied. The result is a diminishing amount of
money that can be spent on good patient care for the remaining 80 patients.

The higher the empty beadte climbs, the thinner this Louisiana Medicaid money
wi || have to be spread. Gi-ofi hgi hbei nar seasg
this time is simply a euphemism for this nursing home subsidization process.

Louisiana has historically prefred to place elderly and disabled persons in
nursing homes rather than in community or home cdiee TimesPicayunenoted that
while many states try to keep peboméee in t|
treatment and community services . . . Louiaidnas continued to pour the bulk of its
healthcare money into nursing homes and other facilities that segregate mentally and
physically disabled pBople from the rest of

According toThe TimesPicayune Senator John Breaux recently commented t
Louisiana depends too heavily on nursing home care for its elderly citizens. Louisiana,
he stated, ranks last in the nation in providing choices for thenloeme elderly other
than placing them in an institution when they become infirm and needlbiglg their
day-to-day tasks.

At a Senate hearing, Vermont Governor Howard Dean testified that since

Ver mont decreased its reliance on nursing |
population decreased 18%. Vermont turned these savings into a caybased

Amenu of -caré daponsrfoa dlderly and disabled residents . . .. [which includes]

an average of 30 hours per week of services including therapy, housekeepipayibij

and shopping. o Each nur si n pdrgearewhereas i d e nt
communitybased care costs less than $20,000 per patient, per year. Governor Dean said,

Awe can take care of much sicker people in

in a nursing home. 0

Last year Louisiana spent almost $5@0lion to care for more than 25,000
mostly dually eligible’a nur si ng home residents. But it
year on two programs offering 694 seniors hesdthted services such as daycare, a
personalcare attendant and help around theo u & e Louisiana, therefore, spent
$20,000 to care for each of the 25,000 persons living in nursing homes. However, it cost
only $9,078 to care for each of the 69dniorsliving in less restrictive hombased
settings, which resulted in a savings alimost $11,000 foeach of the homebased
seniors.

In an article inThe TimesPicayune Senator Breaux suggested that Louisiana
help pay the costs of assisted living services forlowc o me seni ors who ar e

live by themselves but not sickkdmugh t o be confined in exper
Assisted |living Aprovides seniors with basic
all owing them to |ive independently in pri v
#Wwal sh, Bill. ARuling puts pressure on institutions. o
#¥wal s h, Bill. AMore choices urged in care for senior s
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sai d, i a b o wents iBNMur%ng idmesr aee ibledied enough to be in assisted

i ving, i f it wegit states hawd récaived sewaiver frofh the fedenal
government to use Medicaid finances to subsidize assisted living for poor people because
they believeit will help people and will be less expensive than a nursing home.

However, fiLoui siana h¥s never applied for a

In a recent editorialThe TimesPicayunee ncour aged the use of i
forms of longt er m car e. 0 Hitedsewhd are ilLamdi hagei ddfioully ¢
doing their household chores fAishoul dndot have
[ in a nursing home, or ] bei ng abfitmadoned.

Louisiana nursing home beds are empty andvidimg more communitpased
alternatives could decrease the occupanc
money while giving more seniors the chance to live happily and freely, there is no excuse
for slow’progress. o

The State of Vermont waable to save more than half of the nursing home costs
by providing 30 hours a week of social services and medical care to the elderly enrolled
in its community care program, and was able to decrease its nursing home population by
18%. Similarly, a studyfahree other staté® Colorado, Oregon, and Washingtén
which have used communibased alternatives to nursing homes, showed these states

y

r

had 18% to 39% fewer nursing home residents

amount they would have spentomdet er m 3¢ ar e. o

If Louisiana could save $11,000 a year for each person cared for in a community
setting, homébased setting, or assisting facility, the amount of savings would easily
restore crossover payments for the dually eligible populatiorovilg people out of
nursing homes and back into the community would also allow Louisiana to comply with
the new realites of long er m car e brought aboQimsteddy t
ruling.

In 2001,Senator John Breaux criticized the nursing hondeistry for being slow
to recognize that many elderly consumers want other-termg care options besides
nursing home care, and has urged nursing homes to offer other types of conbaseady
services. Senat or Br eaux ecuaderstand why pdepplei |
in the nursing home industry donbét wake
be in an insYitutional setting. o

he

don

up

% Walsh Bill. iBr eaux wa n tTke TanesBicaguheNelw Arléans] 27 gpr.20OV er a g e .

A5.

®AOoptions for ol deerTimeseiauhddewOrldams] 22 duly 2081l: B6.

% Alecxih, Lisa Maria B., et alEstimated cost savings from thse of home and communibased
alternatives to nursing facility care in three stateSRP Public Policy Institute. Washington: Nov. 1996.
Abstract. AARP AgelLine Databask #9618 Dec. 1996. 9 Sept. 2001.
<http://www.research.aarp.org/health/9618 sasingnl>.

0

¥wal s h, Bill. AMore choices urged in care for senior s
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THE $27 MILLION NURSING HOME RAISE COULD HAVE
PURCHASED $135 MILLION OF COMMUNITY SERVICES

Medicare has recgni zed t hat much of what we ref
homes is really custodial care and not medical care, and has refused to pay for room and
board and activities of daily living services for dually eligible people who live in nursing
homesandyethve few acute medical needs. Accor di
state has a responsibility to encourage its citizens to live in their own communities. If a
state cannot or will not adopt policies to encourage the use of community faédities
suchas the physicianb6s of %4 aneinstedd subgitutesate, and
use of expensive nursing homes, then the state must pay for that choice by itself, using
money that comes out of its own pocket.

Recall that Medicare pays approximatéyr times as much money for medical
care in the community than Medicaid does. This is similar to Medicare paying 80% of its
Aal |l owed chargeo for physician services, an
remaining 20% coinsurance. Because of tleis/vadvantageous ratio, Louisiana DHH
could have used the recent $27 million nursing home subsidy to much better financial
advantage if it spent the $27 million oammunityservices, as opposed to nursing home
services.

Since Medicaid only pays 20% of dual |y el igible per son.
healthcare bill and Medicare pays 80%, multiplying the $27 mitilothe Medicaid 20%
Y% by five, shows this $27 million nursing home raise could have helped purchase
approximately $135 million dfledicaresponsorechealh c ar e ser vi ces i n t he
of fice, in the hospital or through home heal
encouraging the use of community medical care services, Louisiana could have leveraged
this $27 million nursing home subsidy and tght an additiona$108 million federal
doll ars into Louisiana to help pay for our d

Conversely, since Medicaid pays 80% of a
bill and Medicare pays only 20%, dividiniget $27 million Medicaid nursing home raise
by 80% will reveal the much smaller amount of federal dollars that Medicare will now
invest in Louisiana and the nursing home care of its dually eligible citizens. Dividing this
$27 million nursing home raise .80 reveals that this $27 million has only helped
purchase a total of $34 million of nursing home services inMbdicaidsponsored
nursing home. Subtracting the original $27 million Louisiana portion from the $34
million total leaves the smaller sum $7 million %2 the Medicare 20%/ which is the
amount of federal dollars that will now flow into Louisiana as a result of DHH giving the
$27 million subsidy to the nursing home industry.

Subtracting the actual $7 million Medicare investment Louisiailh receive
from the $108 million Medicare investment Louisiac@uld havereceived, shows that
DHH lost the chance to bring an additional $101 million of federal healthcare funding
into our state by encouraging dually eligible people to live in nursing fiamseead of in
their own communities. It is disheartening to realize that instead offeitheral
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government paying for the majority of the $135 million community care bill, most of the
actual $34 million nursing home bill must now be paid with moneydbates directly
out of theLouisiana treasury(See Figure 8.)

A state cannot keep its citizens in the community and out of a nursing home by
taking away money from programs that provide access to medical care by a physician and
giving this money to impnge access to a nursing home. Physicians are needed to help
our el derly and disabled <citizens fAage in
expensive nursing home. But in 1995, Medicaid spent 85% of its dually eligible money
to pay for their nursing hoencare, and only 4% of its dually eligible money to pay
physicians who actually treat these frail, elderly and disabled p&bplransferring
money out of the already small (4%) Medicaid physician program, and into the already
large (85%) Medicaid nursinpome program makes little sense and results in
decreased access to primary care physicians, increased use of nursing homes, and costs
the Louisiana treasury a great deal of money.

Even if Medicare paid Louisiana exactly the same $101 million bonuar¢ofar
dually eligible people in the nursing home as it does in the community model, caring for
our frail, elderly and disabled citizens in the community would still be a far better choice.
It is better to invest this extra $101 million to pay for teeviees of the additional nurses,

doctor s, physical therapists, social workers
be needed to care for these community residents in their homes. It is better to invest this
$101 million to help build ramps toapt i ent s6 homes, provide wh

elderly and disabled people who are crippled by arthritis, provide meals on wheels for

dually eligible people who can no longer cook or shop by themselves, and to provide

better transportation for the frail edy who can no longer ride public transportation to

get to the physiciands office. |t i's bett
prescription drug coverage for lewcome seniors. It is better to invest this $101 million

to strengthen our hpgals and home health agencies so they can provide proper services

for our growing dually eligible population. It is better to financially encourage our
communityos many civiec organi zations t o h e
population live in the own communities. It is better to invest this $101 million to

educate and train more geriatricians, and geriatric psychiatrists and nurses who will
specialize in caring for this frail group of people living in our communities. And, it is

better to invet this $101 million to help the families of these elderly and disabled people

care for their relatives in the comfort of their own homes. Therefore, even if the money

were equal, community care would still be a better choice for the waning years of many

of Louisianads and the nationds dwually el igi

3 United States. Dept. of Health and Human Services. HEfe&Ith and Health Care of the Medicare
Population.
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Figure 8.

Effects of a $27 Million Louisiana
Nursing Home Raise, 2002
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Multiplying the $27 million nursing home raise by five demonstrates this
money could have helped purchase $135 million of community servicés
$108 million of this money would havecome from the federal government.
Dividing the $27 million nursing home raise by 0.80 demonstrates this money
will now purchase only $34 million of nursing home service®% $27 million of
this money will come from Louisiana Medicaid.
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DUALLY ELIGIBLE PEOPL E HAVE A
$34 BILLION NATIONAL MEDICAID NURSING HOME BILL

In April 2000, the Congressional Budget Office (CBO) published an analysis of
President Clintonbés proposed healthcare bud
2001. Accordingtothe CBOther esi dent 6 s proposals decl ared

After Social Security, Medicare and Medicaid are the largest
federal entittement programs. . . . This fiscal year, Medicaid will spend
about $115 billion on health care for 43 million lomcome people . . . .

And Mediare will pay for the health care of some 39 million elderly and
disabled people at a gross cost of about $221 billion. . . . Together, these
[programs, in addition to the $2 billion SCHIP program for uninsured
children,] . . . will account for about 18% fefderal outlays in 2000.

CBO estimates that total Medicaid enroliment will rise from 43
million in 2000 to almost 51 million by 2010. . . . Between 2010 and
2030, the elderly population will increase at a rate three times faster than
between 2000 and 20%°

Senator Breaux stated that dually eligible people consume 35% of our national
Medicaid budget. Multiplying this 35% dually eligible share of the national Medicaid
budget by the Presidentodés estimated nati ona
shows that $40.25 billion of our national Medicaid budget would be spent on the
relatively small dually eligible population.

HCFA stated that 85% of all national Medicaid money spent on dually eligible
people went to pay for their nursing home careultidlying the $40.25 billion by 85%
shows that dually eligible people have a national Medicaid nursing home bill of more
than$34 billion each year. The CBO also pointed out that total Medicaid enrollment, as
well as the total elderly population will exjeence rapid growth in the near future.

Il n 2000, HCFA stated, fAln 1998, Medi cai d
term care services. The vast majority, 77.7 percent [or $34 billion], of these funds went
to nur si ng * rSmeedhe vasmajority of Medicaid beneficiaries living in
nursing homes are dually eligible people, this HCFA statement confirms the $34 billion
dually eligible nursing home bill calculated above.

As a rule of thumb, mul ti pl yrcemtgge &§8enat or
35% by HCFAOGs dually eligible nuawhicmsggs home p

% United States. CBOAn  Anal ysis of the Presiisalivéad2001BTlhael get ary F
President 6s He al .tWashihgtos: Aprill2600.e Pr oposal s
<http://www.cho.gov/showdoc.cfm?index=1908&sequence=3&from=5>.

0 United States. Dept. of Health and Human Services. H@Frofile of Medicaid. Chartbook 2000.

Washingtm: Sep. 2000. 18 Jan. 2003 <http://www.cms.hhs.gov/charts/medicaid/2tchartbk.pdf>.
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the percentage addiny state or federal Medicaid budget that is theoretically spent on
nursing home payments for dually eligible people. (See Figure 9.)

The natonal Medicaid budget of $115 billion, plus the national Medicare budget
of $221 billion, plus the national SCHIP budget of $2 billion, equals a total budget of
$338 billion for these three national healthcare programs. According to CBO estimates,
this$38B bi l 1l i on total Afaccounts for about 18%
national Medicaid dually eligible nursing home bill of $34 billion into this $338 billion
healthcare budget shows tha0% of all national Medicare, Medicaid and SCHIP
paymaents is spent by Medicaid to house the relatively small dually eligible population in
our nationds nursing homes.

The $338 billion Medicare, Medi cai d, SCth
about 18% of feder al out | aysf eidrer 20 0 ®@.ucdt | ams k
10% shows that the $34 billion Medicaid dually eligible nursing home bill equéds of
total federal outlaysn 2000. It is astounding to discover that 1.8% of the total federal
budget in year 2000 was spent by Medicaid to keep @ik of the Medicare and
Medicaid populatioriz the dually eligible populatio®z in expensive nursing homes
across the country.

According to HCFA in 1995, approximately 5% of the Medicare population lived
in a longterm care facility fultime, at a total ast of $79.1 billion. Only 22% of these
long-term care expenses were foedicalservices. Approximately $62 billion or 78% of
this amount went to pay fatustodial services uch as firoom [-and] b o
medical care services such as assistanceiliyn aldivities like eating, dressing, toileting,
and bdthing. o

Medicaid probably spendsorethan 78% of its longerm care funds on custodial
services because Medicare continues to pay for medical services for dually eligible
people while they reside ia longterm care facility, thereby allowing Medicaid to use a
larger percentage of its money for custodial services. Multiplying the $500 million
Louisiana Medicaid nursing home bill by this conservative estimate of 78% shows that
each year at least $39nillion of Louisiana Medicaid money is spent solely on custodial
care for our st at e &smosta wom argdudietigdble peopleu | at i or
This represents at least 2.4% of &mire Louisiana State budget.

Also, multiplying the $34 bilon national Medicaid nursing home bill for dually
eligible people by 78% shows that each year at least $27 billion of national Medicaid
money is spent solely on custodial care for dually eligible people in nursing homes.
Similarly, multiplying the 1.8%f the total federal budget, which Medicaid paid to house
dually eligible people in expensive nursing homes, by the conservative estimate of 78%
shows that 1.4% of thietal federal budget in year 2000 was spent by Medicaid on room
and board, and otherau® di al services for dwually eligibl
nursing homes. (See Figure 10.)

1 United States. Dept. of Health and Human Services. HEfe&Ith and Health Care of the Medicare
Population
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Figure 9.

Payments to nursing homes to care for 1.5 million dually eligible people (4%
of the Medicaid population) consume 30% of Medicaid budgets. The
remaining 70% of Medicaid budgets must care for the remaining 40 million
Medicaid beneficiaries (96% of the Medicaid population.)



