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Brief summaries of Medigap cost-sharing research and literature distributed to Subgroup

Effects of Cost-Sharing on Care Seeking and Health Status: Results from the Medical Outcomes Study,
Mitchell D. Wong, Ronald Anderson, Cathy D. Sherbourne, Ron D. Hays, and Martin F. Shapiro (American
Journal of Public Health, November 2001).

e Because of limitations of the RAND Health Insurance Experiment (which excluded disabled and
elderly) in observing the impact of cost-sharing on health outcomes, the authors analyzed data
from the Medical Outcomes Study (which followed chronically ill adults) to determine whether
cost-sharing deters use of care and leads to worse health outcomes in a more vulnerable
population.

e Notes that, unlike other cost-controlling strategies such as drug formularies and use reviews
that target the behavior of doctors and medical groups, cost-sharing is aimed at the consumer.

e Findings: Both low and high-copays deterred care for minor symptoms, and high-copays
deterred care for serious symptoms.

e Conclusion: In a chronically ill population, cost-sharing reduced the use of care for both minor
and serious symptoms. Health plans featuring cost-sharing need careful monitoring for
potential adverse health effects because of their propensity to reduce use of care that is
considered necessary and appropriate.

Cost-sharing: Effects on Spending and Outcomes, Katherine Swartz (Robert Wood Johnson Foundation,
December 2010).

e Since there have been tremendous changes in health insurance and medical care since the
RAND Health Insurance Experiment was conducted in the 1970s, this report examines research
conducted since the mid-1990s.

e Findings:

o Unclear how distribution of health care spending would be affected by increased cost-
sharing. Currently health care spending is very concentrated (top 5% in health care
spending accounts for % of all spending, and 50% of population only spend 3% of total
health care spending).

o Any reductions in care in response to cost-sharing are likely to come from the half of the
population with low medical expenses.

o Once a patient seeks medical attention, the intensity of services is driven by the
provider, not the patient.

o Patients are not able to discern between appropriate and inappropriate care in response
to increased cost-sharing. (Increased cost-sharing would be successful in slowing health



spending if the reduction of low-value and medically unnecessary care is not offset by
the use of more expensive services and do not result in adverse outcomes that may be
more expensive to treat).

o Forvulnerable populations, increased cost-sharing may shift the types of services used
rather than reduce overall health expenditures.

o Increases in cost-sharing for the elderly may result in higher Medicare program costs
due to an increase in hospitalizations for chronically ill beneficiaries.

o Forthe average person, increased cost-sharing may not adversely affect health
outcomes. For vulnerable populations, increased cost-sharing is associated with
adverse health outcomes.

o Low-income populations are likely to be disproportionately affected by increased cost-
sharing. Whether responses to cost-sharing differ by race and ethnicity is unknown.
People in poor health respond differently to cost-sharing changes than healthy people.

e Conclusions: Patient cost-sharing is not necessarily an effective mechanism for significantly
slowing health care spending. Cost-sharing is not well targeted on low-value services. Caution
should be used when increasing cost-sharing for low-income populations or the chronically ill.

Supplemental Insurance and Mortality in Elderly Americans, Mark P. Doescher, Peter Franks, Jessica S.
Banthin, Carolyn M. Clancy (Archives of Family Medicine, March 2000).

e Notes studies that show a correlation between lack of insurance coverage with adverse health
outcomes and the fact that Medicare coverage increasingly had gaps in coverage. Decided to
study the possible implications of out-of-pocket costs in the elderly.

e Examined a subset of elderly with supplemental private health insurance + Medicare.

e Working hypothesis: As the liability for out-of-pocket expenditures increases, the risk for
mortality also increases.

e Conclusion: Even for persons with supplemental coverage, there was an adverse association
between higher liability for out-of-pocket expenditures and mortality. Finds support for policies
that would reduce, rather than increase, financial barriers to care for elderly Americans.

Medigap Coverage and Medicare Spending: A Second Look, Jeff Lemieux, Teresa Chovan, Karen Heath
(Health Affairs, 2008).

e Examined the conventional wisdom that Medigap coverage substantially raises Medicare claims
costs, including the assumption by CBO that “Medigap policyholders use at least 25% more
services than Medicare enrollees who have no supplemental coverage and 10% more services
than enrollees who have supplemental coverage from a former employer”.

e Notes that Medigap policyholders tend to have low or moderate incomes, are more likely than
average to be female, are older than average Medicare beneficiaries, and are more likely than
average to live in rural areas.



e Found that previous studies did not properly control for VA and military services (which incur no
cost to Medicare) and depended too much on self-reported health status.

e Also found that previous studies relied heavily on self-reported health status, and examination
of actual Medicare diagnosis data showed that Medigap policyholders are sicker than overall
Medicare beneficiaries.

e Conclusion: Previous studies might have overestimated the impact of Medigap coverage on
Medicare costs, and past projections of potential Medicare cost-savings from restrictions on
Medigap coverage are likely overstated.

Increased Ambulatory Care Copayments and Hospitalizations among the Elderly, Amal N. Trivedi,
Husein Moloo, Vincent Mor (New England Journal of Medicine, January 2010).

e Notes that economic theory suggests that patients use fewer health services when they have to
pay more out of pocket. Previous studies have shown that increasing the copayment for
ambulatory care (outpatient care) has been shown to reduce the number of outpatient visits.

e Notes that elderly patients may be more sensitive to cost-sharing because they have lower
incomes, are more likely to be in poor health, and have greater out-of-pocket spending on
health care than nonelderly populations.

e Examined the effect of increasing copayments on a group of Medicare enrollees in managed
care plans, as compared with control plans where copayments were unchanged.

e Results found that the copayment increases resulted in fewer initial outpatient visits during the
first year of the increase, but then found an increase in admissions for acute care and inpatient
days after the first year. These results were magnified for low-income, and low-education
enrollees, and for enrollees with certain chronic conditions.

e Conclusion: Raising copayments for ambulatory care for elderly patients among elderly patients
may have adverse health consequences and may increase total spending on health care.

Patient Cost-Sharing and Hospitalization Offsets in the Elderly, Amitabh Chandra, Jonathan Gruber,

Robin McKnight (American Economic Review, 2010).

e Notes that the elderly are the most intensive consumers of health care in the US and consume
36% of medical care while representing only 13% of the population.

e This study attempted to take a closer look at the hypothesis that increasing cost-sharing for
Medicare beneficiaries with supplemental coverage has an impact on overall medical spending

e Conclusion: Seniors are very price-sensitive in their use of office visits and prescription drugs.
Overall found a modest offsetting rise in hospital care when physician and drug copayments are
raised. But found substantial offsets for the sickest populations with chronic diseases, so for
these populations there is little financial gain from higher copayments.



Exploring the Effects of Secondary Coverage on Medicare Spending for the Elderly, Christopher Hogan
(Direct Research for the Medicare Payment Advisory Commission, June 2009).

e Looks at the effects of secondary insurance on health care use and spending for elderly
Medicare beneficiaries. Compares individuals with secondary coverage to those without. Used
the Medicare Current Beneficiary Survey (MCBS) as the main source of data.

e Rebuts the Lemieux study’s finding that previous research did not take VA and military coverage
into account — and found that the treatment of VA coverage made little difference.

e While it is not possible to prove beyond a doubt that a causal relationship exists between
secondary insurance and spending, the analysis strongly suggests secondary insurance genuinely
causes higher spending. Beneficiaries themselves report that out-of-pocket costs are a
significant reason for delaying care. There was also a clear relationship between the depth of
insurance coverage and increased spending, with those with first-dollar or near first-dollar
coverage with much higher spending. The type and source of secondary coverage was not
significant.

e Findings: Found that secondary insurance has a substantial impact on Medicare spending.

o Found that individuals with Medigap had Medicare costs 33% higher than those with no
secondary insurance. Other private secondary insurance was associated with smaller
increases in spending.

o Found alarge increase in Part B spending, but no difference in Part A spending.

o There was no impact of secondary coverage status on emergency care, therefore it is
reasonable to suggest that beneficiaries in emergency situations will not take
copayments into account when obtaining such care.

o Found that essentially all of the additional spending by those with secondary insurance
came from beneficiaries with first dollar or nearly first-dollar coverage. Those paying
less than 5% of the total Part B costs out-of-pocket averaged 68%-84% higher total Part
B spending than individuals with only Medicare. Those paying more than 5% of the total
Part B costs out-of-pocket averaged 0-23% higher spending compared to individuals
with only Medicare.

o Found that the largest differences in spending tended to be for more discretionary care
such as elective hospital admissions, preventive care services, office-based care, medical
specialists, and persons without any diagnosis among the leading causes of death.

e Conclusion:

o Secondary insurance increases service use and raises Medicare’s Part B costs
substantially. But there is no way to suggest that the additional services used are all bad
or all good. Policy actions in this area would require judgment as to whether the benefit
of the additional health care use induced by insurance coverage does or does not
appear to be worth the additional cost.



Supplemental Insurance: Medicare’s Accidental Stepchild, Adam Atherly (Medical Care Research and
Review, June 2001).

e Summarizes the literature regarding supplemental insurance between 1973 and 1999.
Reviewed past studies on the topic of supplemental coverage and impact on Medicare
expenditures.

e When looking at factors leading individuals to seek different types of supplemental coverage,
studies found that holders of individually purchased supplemental policies were older, female,
more educated, white, middle income or wealthier with greater asset income, more
knowledgeable about Medicare, and less likely to smoke.

e Found mixed results in looking at relationship between health status and the purchase of
individual supplemental policies. Some articles found that healthier individuals are more likely
to buy such insurance or that low- and high-risk beneficiaries buy similar amounts of insurance.
But there has also been a consistent finding that some specific chronic illnesses, such as heart
disease, diabetes, cancer, or overall chronic illness are associated with the purchase of
supplemental insurance. One study showed that healthier individuals were more likely to
purchase supplemental insurance with low levels of knowledge of Medicare benefits and
limitations. At higher levels of knowledge sicker beneficiaries became more likely to purchase
supplemental insurance and the insurers experienced adverse selection.

e Conclusion: Studies have consistently found that supplemental insurance policies are
associated with increased Medicare expenditures, but the size, nature, and cause of the effect
differs from study to study. Also, the impact of such decreased use of services on health is
unclear.

Improving Traditional Medicare’s Benefit Design, Chapter 6, MedPAC Report to Congress — Improving

Incentives in the Medicare Program - June 2009.

e Notes that the prevalence of supplemental coverage prevents Medicare from being able to use
cost-sharing as a policy tool. In order to effectively pursue such policy measures, decision
makers also need to redefine when supplemental coverage may fill in Medicare’s cost-sharing.

e Supplemental insurance can protect beneficiaries from catastrophic financial liability, but also
shields beneficiaries from seeing the cost of care which in turn can lead them to use more or
higher priced services.

e Notes that analyses by the Physician Payment Review Commissioner (PPRC) showed that
Medigap coverage was associated with a 35% increase in Medicare spending. CBO estimated
that use of services ranged from 17% higher for those with employer coverage to 28% percent
higher for those with Medigap. Larger differences occurred for Part B services than for Part A
services.

e Discussion of Hogan study and impact of secondary coverage on Medicare spending. Found that
emergency and urgent care appear unaffected by secondary coverage, and office-based care
was more responsive than hospital-based care. Found that specialist and preventive care was



strongly associated with secondary coverage. Those with serious chronic illnesses are sensitive
to cost-sharing. Some evidence that the presence of secondary insurance had a moderately
stronger effect on Medicare spending for lower-income beneficiaries. Beneficiaries without
secondary insurance use less care.

Suggests that cost-sharing could be used as a tool to complement larger Medicare policy goals,
including improving Medicare’s financial sustainability. One approach related to Medigap would
be to redefine Medigap policies so that they no longer completely filled in Medicare’s cost-
sharing requirements.

Suggests changes to traditional medicare that include different levels of cost-sharing for the
same medical intervention based on its clinical benefit to the patient, and the application of
tiered copays to steer beneficiaries toward preferred providers or to discourage the use of
services prone to overuse (such as imaging).

Also suggests that one approach is to levy an excise tax on Medigap policies.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


