Provider Reimbursement Rates

Fiscal Year 2003-2004: Proviso 8.34  

A Report to the Governor, the Ways and Means Committee, 

and the Senate Finance Committee

Submitted by the Department of Health and Human Services
January 31, 2003
Provider Reimbursement Rates 

Purpose

Pursuant to the Fiscal Year 2002-2003 Appropriations Act, Proviso 8.34 requires the Department of Health and Human Services, in conjunction with the Office of Research and Statistics of the Budget and Control Board, “to prepare a report that compares the reimbursement rate of Medicaid providers to the reimbursement rate of the Medicare program and the State Health Plan. The report shall be completed by January 31, 2003, and submitted to the Governor and the Chairmen of the Senate Finance and the House Ways and Means Committees.”

This report represents Phase One, and involves an analysis of physicians’ reimbursement rates only. Further analysis regarding rates paid to other providers is ongoing and will be the subject of another report.

Background 
Medicaid is a grant-in-aid program in which the federal and state governments share the cost of providing medical care for needy persons who have low income.  The program was authorized by Title XIX of the Social Security Act and was signed into law by the President on July 30, 1965.  Congress has continuously changed the Medicaid Program since the legislation creating it was enacted.  South Carolina began participation in the Medicaid Program in July 1968.

Because the cost of the Medicaid Program is shared by the state and federal governments, states are given some flexibility in providing coverage to needy citizens.  For this reason, the rules for Medicaid coverage vary from state to state.  An individual who is eligible in South Carolina is not necessarily eligible if he/she moves to North Carolina, Georgia, etc.

Medicaid is a program that pays for health care for needy people of the state.  In order to receive Medicaid, certain non-financial and financial eligibility requirements must be met.

Medicare is a health insurance program for people age 65 and over or people who have received Social Security disability benefits for twenty-four (24) months.  There is no financial eligibility test for Medicare.  Medicare is divided into two (2) parts.  Part A is called hospital insurance.  It pays at least part of cost of care provided by hospitals, skilled nursing facilities, hospices, etc.  Part B is called medical insurance.  It pays at least part of the cost of care provided by doctors, and for x-ray and other radiation therapy, durable medical equipment, out-patient surgery, certain physical and occupational therapy, ambulance services, dialysis, home health services, etc.  

A person can be eligible for both Medicaid and Medicare.  For such a person, Medicaid will pay the monthly Medicare premium, coinsurance and deductibles up to the Medicaid payment rate plus other Medicaid services which are not covered by Medicare.

The State Health Plan provides state employees and their dependents with extensive medical coverage if they become sick or injured. It is a self-insured medical plan. No premiums are paid to an insurance company. The employee’s monthly premium, combined with all premiums collected and the state's contribution, is placed in a trust account maintained by the state to pay claims and administrative costs. In 2002, the State Health Plan projected to pay around $873 million in claims for its subscribers. To administer the Plan, the Plan contracts with a third-party claims processor, Blue Cross and Blue Shield of South Carolina. Less than three percent of the Plan’s budget goes to this purpose. Since the State Health Plan is self-insured, the Budget and Control Board designs the Plan's coverage and benefits, and no profit is made by the state or the Board. Any interest earned from the trust account is used to help fund the Plan.

The Department of Health and Human Services (DHHS), in conjunction with the Office of Research and Statistics of the Budget & Control Board, contracted with an actuary to compare provider reimbursement for Medicaid, the State Employees Health Plan (SHP) and Medicare.

DHHS and officials with the SHP met during the summer of 2000 to evaluate similarities and differences in both programs.  DHHS decided at that time to use information prepared by the Budget and Control Board, Office of Research and Statistics, to compare the programs.  DHHS met with the SHP actuary in 2001 and negotiated a contract to review both the SHP and Medicaid and to develop a report to meet the requirements in Proviso 8.34.  The review process began in April 2001, when DHHS contracted with the actuary. All Medicaid data was passed to the actuary from the Office of Research and Statistics.  The methodology for review was designed by the actuary with input from DHHS staff.  

Methodology 

A file was used containing every procedure code billed by providers enrolled in the Medicaid Program during the review period from July 1, 2001, to June 30, 2002. Procedure codes are used to identify the service performed by the provider.  National procedure codes are developed by the American Medical Association (AMA) and are used by insurance companies nationwide.  Local procedure codes may also be developed and used for specific Medicaid-reimbursed services not addressed by the AMA. The procedure codes in the study were billed by providers enrolled in the Medicaid program.

Each procedure code had a frequency (see next paragraph) and an allowance established to reflect equity across the three programs. Equity was important across the programs to create a legitimate comparison. Each program would have spent this amount based on the frequency of Medicaid billings. The Medicaid Program likely had more claims than the SHP for certain services (i.e. the SHP paid over 2,400 deliveries and Medicaid paid for over 27,000).  The file used for the study contains 2,850 records, reflecting the number of procedure codes used. 

For the purpose of determining the relative value of the Medicaid program payment to the SHP and Medicare programs, the payment for each of the three rates for each procedure code was multiplied by the number of times Medicaid had been billed for the code (frequency). Then the value (frequency x rate) for all codes was added together to get a total relative value for each program. The percentage was developed by using the total Medicaid weighted amount and dividing this by the weighted amount of the SHP and Medicare. Since the actuary evaluated both the primary care specialty and the specialist schedule separately, the results are independent measures of both schedules. See detailed spreadsheet illustrating the entire calculation in Appendix A.

Listed below are the top 10 procedures in terms of Medicaid frequency: 

	Procedure Code
	Procedure Code Description
	 Medicaid Frequency 
	 Primary Care Allowance 
	 Specialist Allowance 
	 SHP 2002 Allowance 
	 Medicare Allowance 2002 

	99213
	Office/outpatient visit, est
	573,566
	33.00
	21.50
	47.00
	46.51

	99212
	Office/outpatient visit, est
	232,957
	24.00
	21.50
	33.00
	33.41

	99283
	Emergency dept visit
	202,670
	44.00
	29.45
	60.00
	55.00

	99214
	Office/outpatient visit, est
	154,121
	51.00
	35.00
	73.00
	73.22

	95004
	Allergy skin tests
	133,224
	1.91
	1.91
	3.00
	3.05

	90782
	Injection, sc/im
	121,137
	2.00
	2.00
	4.00
	3.37

	95165
	Antigen therapy services
	117,122
	4.00
	4.00
	9.00
	9.09

	99282
	Emergency Dept visit
	96,376
	29.45
	29.45
	28.00
	24.60

	92015
	Refraction
	88,854
	5.00
	5.00
	56.00
	62.91

	99391
	Prev visit, est, infant
	82,800
	52.00
	42.00
	74.00
	69.64


Findings

Based upon the frequency of each procedure code billed by Medicaid providers during the time period of July 1, 2001 – June 30, 2002, the following results were found:

· For primary care providers, Medicaid pays only 61% of the rate paid to the same provider type by the State Health Plan. Primary care providers include: Family and General Practice, Obstetricians/ Gynecologists, Internists, Pediatricians including Neonatologists, Nurse Practitioners, Oncologists who are board certified Internists, and Geriatricians. 

· The rate paid to primary care providers by Medicaid is still 78% of the rate paid to the same provider type by Medicare. 

· The Medicaid rate paid to the specialist is only 52% of the rate paid by the SHP for the same procedure code. The Medicaid specialist provider includes all other providers not included as primary care providers, e.g., surgeons, ophthalmologists, anesthesiologists, etc.  

· The Medicaid rate paid to the specialist is only 66% of Medicare rate for the same procedure code. 

· This study provides information that supports concerns about the inadequacy of payments in South Carolina to Medicaid enrolled providers. Several Medicaid rates have not been increased for over ten years, and other rates were increased based on percentages of outdated Medicare payment rates. 

· The State Health Plan (SHP) had a decrease in rates in 2002 of approximately 3%.  The SHP also adopted the Medicare site-of-service differential.  The higher non-facility allowance was used for purposes of this study.  This rate is always higher than the facility place of service allowance.

· The Medicaid payments to providers directly impact their rate of participation in the Medicaid program.  Low payments promote little or no access (specifically, access to physicians) to Medicaid recipients, which may lead to increased costs in emergency room visits, hospitalizations, etc.

· During the 2002 legislative session, the General Assembly appropriated state funds to increase rates for physicians.  The Department of Health and Human Services submitted a State Plan Amendment, to the Centers for Medicare and Medicaid Services requesting certain evaluation and management CPT codes be increased to 75 percent of the Medicare Fee Schedule effective dates of services on or after October 1, 2002.  Once implemented, this rate increase will eliminate the existing disparity between primary care and specialty care providers regarding Medicaid reimbursement for the same evaluation and management codes.  Both primary care and specialty care providers will be reimbursed at 75 percent of the Medicare Fee Schedule. 
· In 2002 Medicare cut rates for physicians, nurses, and other health professionals by 5.4%.  Additional cuts are scheduled over the next several years.  It is anticipated that these rate cuts will adversely impact access to physician services.  Although almost 90% of physicians accept Medicare assignment at this time a large percentage of physicians have indicated that they will no longer sign Medicare participation agreements if additional rate cuts are implemented. 

Conclusion

Medicaid payments are significantly lower than Medicare and State Health Plan payments. This negatively impacts the state in two ways. First, when the Medicaid payment is less than the cost incurred by the provider, the difference between that cost and the Medicaid payment is shifted to other payors. These other payors include the State Health Plan and other private pay sources.  Second, the state loses the opportunity to import federal dollars into the economy. Importing dollars into the economy is the way a state’s economy grows. Federal dollars pay seventy cents of each dollar the Medicaid program spends. Costs shifted from Medicaid to other payors are paid with in-state dollars. Investing more in the Medicaid program, so that it pays its fair share for medical services is an economic growth generator for the state. When Medicaid does not pay its fair share of these costs, the reverse occurs. 
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