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CKF Policy Primer #2: “Cost Shifting” and Medicaid

When families with modest incomes do not have health coverage, a couple of bad things are likely to happen. 

· First, many will seek care and simply not be able to pay for it 

· Second, others will not seek care they need now, risking worse problems and huge costs later.

Both cost us all in the long run. Paying for coverage is costly, but it’s often more costly not to pay up front. 

Uncompensated Care and Cost Shifting: Every year Wisconsin hospitals report on the number of individuals who receive health care and don’t pay for it. This Uncompensated Care Report details the dollars charged off to: 

· “Bad debt” for people who simply don’t pay, and 
· “Charity care” for those who can’t pay but work out some reduction in charges.
In 2001, Wisconsin hospitals provided $383.9 million of total uncompensated health care services to 691,095 patients. This is an increase of $29 million over 2000. The increase in dollars can be partly attributed to escalating health care costs; an escalation driven – at least in part – by providers seeking to shift the burden of uncompensated costs to employer-based and other private health care plans. 

Cutting back on Medicaid coverage will only serve to increase the number of people who cannot pay for care. The 2001 uncompensated health care figures showed a decrease of 72,000 in the number of people receiving uncompensated care services. This decrease is due, in part, to increases in Medicaid enrollment. Just last year, a small Wisconsin hospital analyzed its private-pay admissions to identify patients who would likely be eligible, but not enrolled, for either Medicaid or BadgerCare:

· Only 20% of these patients had paid off their bill. 

· Another 27% showed up in the “bad debt” report already by the end of the fiscal year. 

· 41% had debt out at least 151 days – ready to go to collections, bad debt or charity care.  

· Only 10% of this last group had made any payments on their bills at all.  

These unpaid accounts become additional costs that facilities try to recover by increasing costs to their paying population, effectively shifting the cost to others and driving up premiums. Maintaining a strong Medicaid program can help curb the growth of uncompensated care.
Self-denial of Care and Cost Shifting: Most people are reluctant to seek services they know they cannot pay for. While this may be praiseworthy at some level of personal fiscal responsibility, it takes a toll in peoples’ lives and risks contributing just as much to rising costs that are shifted to others. Today’s small health problem – perhaps easily managed at low cost, if untreated, can grow into tomorrow’s critical health threat with exploding costs.  
Without coverage, people do postpone trips to the doctor, and some self-deny important care. Just last year, a young, unmarried Wisconsin woman was pregnant, poor and uninsured. Had she applied for Medicaid, she would have been easily eligible. She didn’t apply, though, because of confusion over child support issues. Living in poverty and unable to pay for care she sought no prenatal care at all. Not one visit. The first time anyone at the local medical center knew she was pregnant was when she showed up in labor at the emergency room. The baby’s condition at birth that day indicated serious fetal stress, although both mom and baby were lucky and made it through.  The public will end up bearing the cost of this baby’s health care anyway, and such a lack of relatively inexpensive preventive care can contribute to significant and unnecessary neonatal intensive care. This mom is not alone.

Cutbacks in enrollment and services that may appear prudent today, can multiply stories like the one above – and its costs – many times over. Medicaid or BadgerCare coverage are key for many people in accessing less expensive care earlier – care that the federal government helps pay for.  Delayed, uncompensated care leads to higher cost care, larger health care bills for the state and more cost shifting to health insurance premiums paid for by employers and employees.

“CKF Policy Primers” are part of a series of fact sheets about public policy in Wisconsin as it relates to BadgerCare and Medicaid. For more information, contact us at mbjacob@wisc.edu or 608/261-1455.
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