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Good evening. I am Jane MchchoI Executive Director of the Legal Assistance Resource Center
“of Connecticut, the advocacy and support center for legal services programs in the state. We
represent the interests of very-low income residents of the state. I am also the co-convenor of the
 Medicaid Strategy Group, a group of providers and advocates dedicated to preserving and
improving Medicaid, including the new Medicaid for Low-Income Adults, and HUSKY.

I'arn here tbnight to address the proposals for changes in the Medicaid and HUSKY programs in
the Governor’s budget. Many of the changes are positive and creative.

- ‘We should providing smoking cessation services to all Medicaid participants and it
- should be a money-saver in the long run. - :

We should move away from our current capitated managed care slystem'

And we absolutely should upgrade the DSS computer system so that We can process
applications a.nd provide services in a timely manner. :

. In many cases, the proposed cuts are thoughtful and structured to minimize harm to individuals,.

But there are some areas of concern. I want to address particularly the i issue of co-pays for
services in Medicaid and Medicare Part D. This is a perennial proposal to save money. It is often
thought to be acceptable because most private health plans include some co-pay requu’ement and
because the amount of any individual co-pay seems small. :

But it is an idea which has demonstrably failed in Connecticut. We have tried i imposing co-
pays on low-income people before and we repealed the co-pays shortly after they were
implemented. We learned, among other thlngs that co-pay requirements impose real burdens on
people on limited incomes who need multiple medications or services. During this economic
downturn, more people are turning to HUSKY and Medicaid for their health care. We should not -
impose bigger burdens on people who have recently lost their jobs and their health care at the
moment that they turn to state progra.ms for a531stance

The issue of co-pays has recently been the subject of study at the natmnal level In -
December, the Robert Wood Johnson Foundation published a new study in the Synthesis Pro;ect .
entitled, “Cost-sharing: Effects on Spendmg and-Outcomes.” The report exammed how cost-




sharing impacts the use of health services, whether certain individuals are impacted more by cost
sharing requirements, and if the reduced use of health services because of cost- -sharing has an
‘effect on health outcomes. I have attached a copy of 2 summary of the findings to my testlmony
The full report is available at http [www.rwil.org/pr/product. ;§p‘?zd—71583&01d

Thls research 1dent1ﬁes a number of problems WhICh result from requiring cost-sharing from
low-income health care consumers. Among the key findings in the summary:

- For vulnerable populations, increased cost-sharing may shift the types of services
used rather than reduce overall health expenditures. Two studies of programs for
- low-income populations found that increased cost-sharing did not result in program
savings either because the subsequent mix of services used was more expensive or
because there was an increase in adverse events, including hospitalizations. (p. 2) -

- Increases in cost-sharing for the elderly may result in higher Medicare program
costs. [Researchers] studied the effects of increased cost-sharing in an employer-
sponsored Medicare supplemental plan. ... They found the reduction in physician
visits and prescription drugs was associated with higher Medicare costs due to an
increase in hospitalizations for chronically ill beneficiaries. (p. 2)

- For vulnerable populations, increased cost-sharing is associated with adverse
. health outcomes. The [RAND Health Insurance Expenment} found low-income
participants in poor health were more likely to experience adverse health outcomes
than higher-income or healthy participants....More recent studies of elderly,
chronically ill, and welfare beneficiaries found that cost-sharing for prescription
drugs is associated with increased expenditures for emergency department services,
hospitalizations and admissions to nursmg homes.... (p. 3)

We should not impose cost-sharing requirements that may result in both increased health
problems and increased costs to the state’s health care system.

In addition to my concern about the proposal to impose cost-sharing requirements on low-
income consumers, I am very concerned that more cuts will be proposed as the final budget is .
. developed. I acknowledge the difficult fiscal issues that the state is facing and I applaud the
inclusion of revenue increases in the Governor’s budget proposals.

But I am afraid that the budget as a whole asks too much of state employees and of middle-class -
_ taxpayers and not enough of the wealthy and large corporatlons I would urge you to consider the
revenue proposals of the Better Choices for Connectlcut Coalition before you consider any
fm:ther cuts to needed services.

Thank you for you:r time now and for deahng with these chfﬁcult issues in this session.
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Why is this issue important to policy-makers?

The recent passage of the Patent Protection and Affordable Care Act (PPACAY
reqiires for the first time that almost all U.S. citizens have health insurance.
Implementing the largest expansion of health insurance since Medicare is a major

 challenge; policy-makers are also facing the challenge of how to slow the rate of growth

in health care costs. Cost:sharing — how medical costs are shared between insurers and

_ patients — is an important part of both chaIlenges

This brief examines how cost—sharing affects the use of services, whether some padents are
more sensitive to cost-sharing than others, and whether reduced use of services as a result
of costsharing has an effect on health outcomes. All of these issues factor into whether .

_ and how cost-sharing could be use_d to reduce the rate of growth of health care spending.

What is the effect of cost—sharmg on the disiribution of health
care expenditures?

The distribution of health spending in the United States is highly skewed Wlth 50p of
the population accounting for almost half of all expenditures (Figure 1). The skewed
distribution results from a relatively small percentage. of people having sericus medical

conditions with high expenditures while the majority is relatively healthy with few or no

medical expenses in a given year.
Figure 1: Concentration of He_ah‘h Care Spending in the ULS, Population, 2007
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It is not clear how the distribution of health spending will be affected by changes ,
in cost-sharing. Speculation rests on the responsiveness of two factors: patient-
initiated care and care delivered once the patient is i a medic'al setting.

Reductions in patient-initiated care in response to cost-sharing

are likely to come from the half of the population with low medical
expenses. If this is the case, increased cost- shanng may result in 2 more skewed
distribution of health care spending. '

Once a patient seeks medical attention, the intensity of services
provided largely is driven by the provider, not the patient
(Reference 2). The HIE (see sidebar) found that once a medical wisit was
initiated by the patient, utilization did not differ based on the patient’s level of
cost-sharing. For the sickest population, those with more frequent contacts with
medical providers, a change in cost-sharing may shift the financial burden from

* insurers and public payers to patients.

~ Could increased cost-sharing slow the rate of growth of

health care spending?

Increased cost-sharing has the potential to slow the growth of health spending
if: there is a reduction in use of low-value or medically unnecessary care; any
utilization reduction is not offset by the use of more expensive services; and
feductions in service use do not result in adverse outcomes that may be more
expensive to treat. '

Patients are not able o discern between appropriate and
inappropriate care in response to increased cosi-sharing. Evidence
from the HIE indicates patients reduced approptiate care as well as medically -
unnecessary care in response to costsharing (Reference 2). More recent studies
involving the use of prescription drugs found patients reduced their use of both

. essenfial and nonessential drugs in response to increased cost-sharing, although

the reduction for nonessential drugs was generally greater (Reference 3).

For vulnerable populations, increased cost-sharing may shift

the types of services used rather than reduce overall health
expenditures. Two studies of programs for low-income populations found
that increased cost-sharing did not result in program savings either because the
subsequent mix of services used was more expensive or because there was an
increase in adverse events, including hospitalizations (Reference 4).

Increases in cost-sharing for the elderly may result in higher
Medicare program costs. Chandra, et al: studied the effects of increased
cost-sharing in an employer-sponsored Medicare supplemental plan (Reference 5).
They found the reduction in physician visits and prescription drugs was associated
with higher Medicare costs due to an increase in hospitalizations for chronically
ill beneficiaries. :
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What are the effects of increased cost—sharmg on health
ouicomes?

For the average person, increased cost-sharing may not‘adversely :
affect health outcomes {Reference 2). This finding from the HIE may have
been one of the most surprising. Importantly, however, the HIE excluded people

over age 62, who make up the largest share of the chronically ill and those most

likely to have high medical expenses. In addition, all participants had an out-of-
pocket maximum based on income which limited financial hab]hty for h1gh medical
expenses.

For vulnerable populfations, increased cost-sharing is associated with
adverse health outcomes. The HIE found that low-income participants in poor
health were more likely to experience adverse health outcomes than higher-income

or healthy participants (Reference 2). More recent studies of elderly, chronically i,

and welfare beneficiaries found that cost-sharing for prescription drugs is associated

with increased expenditures for emergency department services, hospitalizations and

admissions to numsing homes (Reference 11).

How do responses to cost—shanng differ by socnoeconomlc
factors and health status?

Low-income populations are Iikely to he disproportionately affected
by increased cost-sharing. The same amount of cost-sharing represents a larger
share of income for a poor person than a high-income person, creating the potential
for a financial barrier to care. The HIE found poor people reduced outpatient care
more than higherincome people and had larger reductions in the use of dental

care and immunizations for children (Reference 2). A more recent study examined
increases in prescription drug co-payments for privately insured patients and found
‘individuals living in low-income areas were less likely to continue taking their
medications than people in high-income areas (Reference 12).

Whether responses to cost-sharing differ by race and ethnicity is
unknown. In studies looking at responses to cost-sharing by racial and ethnic
minorities in the use of preventive services, it appears low income has a stronger
association with the use of such services than race and ethnicity.

People in poor health respond differently to cost-sharing changes than
healthy people (Reference 13). One study found retirees in poor health who
had cost-sharing increases had larger reductions in spending on physician visits and
prescription drugs than those in relatively good health (Reference 14). Those who
were healthy reduced expenditures on physician office visits by 3% and by 8% on
‘prescription drugs. In contrast, those who were chronically ill reduced the dollars
spent on physician visits and prescription drugs by 15% and 27%, respectively.
Significantly, however, the chronically ili used more inpatient hospital care after the
cost-sharing increased. The result was a 122 percent increase in Medicare spending on
the chronically ill retirees for Part A.
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Policy Implications

THE SYNTHESIS PROJECT (Synthesis) is an initiative of the Robert Wood
Johason Foundation to preduce relevant, coneise, and thought-proveking briefs
and reports on today’s important health policy issues.
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