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KEY HIGHLIGHTS

It is important to examine Medicaid spending
today and how expenditures vary across and
within eligibility groups.

Aggregating Medicaid beneficiaries into
broader eligibility groups appears to mask

the underlying variation in spending and

healthcare needs among subgroups.

Setting payment levels for a greater number

of eligibility groups can be one way to account
for the variation in healthcare needs and
associated costs.
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Overview

As federal policymakers focus on reducing the deficit and slowing
growth in federal spending, attention generally turns to spending on
healthcare entitlement programs—where the greatest amount of
mandatory spending resides.

Since the passage of the Affordable Care Act (ACA), the Medicaid program
has been the subject of much of this discussion largely as a result of the
ACA’s expansion of Medicaid eligibility, which has led to one in five Americans
receiving health insurance through the Medicaid program. In many states,
the program now provides healthcare to low-income working age, childless
adults in addition to children and families, pregnant women, seniors,

and persons with disabilities. Medicaid accounts for about one of every six
dollars spent on healthcare, with state and federal spending totaling
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in every ln| $553 billion in 2016.2

insured Americans receives
h:;\Lt:il:?;rance thro“gh. M‘ Medicaid is an important source of health insurance coverage, serving a
: © w diverse population with differing healthcare needs. Nearly 40 percent of
w children under age 19 are covered by Medicaid,® and Medicaid also funds
more than half of all long-term care spending.* Medicaid provides critical
services and supports, such as medical equipment, personal assistance
services, and transportation, that allow children with special healthcare
needs and adults with disabilities to live independently in their homes and

participate fully in their communities.

o O
T ? Recently, policymakers have considered reforms to the financing structure
of the Medicaid program that would limit the federal funding provided to
Nearly 40% states. One such reform, known as “per capita caps,” would cap federal
a‘g;:‘g”:::z;;’edr:; spending on a per-beneficiary basis, requiring states to manage costs within
by Medicaid the aggregate federal limits or otherwise fund overages solely with state

dollars. These federal funding caps would be set by defined groups of
beneficiaries based on broad categories of program eligibility (e.g., children,
expansion adults).

As policymakers continue to debate reforms to the Medicaid program, it is
important to first examine Medicaid spending today and how expenditures
vary across and within eligibility groups. Variation in spending within and
across these groups is indicative of the diverse set of healthcare needs among
the Medicaid population, from well-child preventive care to management of
chronic conditions to long-term care. Future reforms to the program must
bear in mind these important differences to ensure that all Medicaid enrollees
can continue to receive the services and supports needed to live healthy,
productive lives.
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Research demonstrates variation in
Medicaid spending per beneficiary

The most recent data analyzed by the Kaiser Commission on Medicaid

and the Uninsured illustrate the extent to which Medicaid spending varies
within and across eligibility groups (see Figure 1).5 For example, the study
found that average U.S. spending for persons with disabilities was more
than seven times that for children.

Variation persisted within eligibility groups as well. Kaiser used four states
with per enrollee spending at or near the national median for a particular
eligibility group to illustrate this variability. For example, per person
spending for adults in Ohio ranged from $880 (lowest quartile) to $15,417
(top 5 percent), with average spending of $4,225. Likewise, per person

Figure1

Average Medicaid Spending spending for children in Tennessee varied from $876 (lowest quartile) to
per Beneficiary Within Eligibility $8,598 (top 5 percent).® Variation was even more substantial for the aged
Category, 2011 and disabled populations, as illustrated by Hawaii and Kansas, respectively.”
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Source: Kaiser Commission on Medicaid and the Uninsured. Data represents average spending for fiscal year 2011.
This table highlights, as an example, one state for each eligibility category in order to demonstrate the variation that can occur within eligibility groups.
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Figure 2
Variation in Spending Across
Eligibility Groups, 2016

Detailed Eligibility Groups
. Overarching Eligibility Groups

Anthem’s analysis highlights variation
in spending within eligibility groups

The Kaiser study and other analyses on Medicaid spending variation have
focused on several broad Medicaid eligibility groups (i.e., aged, disabled,
adults, children),® but it is also useful to understand how spending varies
among subgroups of Medicaid beneficiaries.

Anthem analyzed 2016 data from a sample of our affiliated Medicaid health
plans, reflecting Medicaid managed care enrollees across multiple states, to
examine spending variation among subcategories of eligibility.*

First, we grouped Medicaid managed care enrollees into six overarching
eligibility categories (see Table 1), including a category for individuals
eligible for Medicaid as a result of the ACA’s Medicaid expansion, and
calculated average spending per member per month (PMPM) for each.™

As Table 1 illustrates, average spending across these eligibility groupings
ranged from a low of $150 PMPM for children without disabilities to a high
of $1,510 PMPM for beneficiaries with disabilities who receive long-term
services and supports (LTSS)—about a 10-fold difference.

Within each of these categories, we also found notable variation in spending
across the states included in the analysis. Table 1 shows the degree to which

spending varied across states for each eligibility group.

$120 $150 $1,510 $4,110
PMPM PMPM PMPM PMPM

Source: Analysis of data from 15 of Anthem’s affiliated Medicaid plans.
Data cover the period of January 2016 through September 2016. Figures are rounded.
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Table 1

Average Medicaid Spending
by Overarching Medicaid
Eligibility Groups, 2016

State variation for the eligibility group
reflects the difference between the state
with the highest average PMPM and the
state with the lowest average PMPM for
that eligibility group among the states
included in the analysis.

Source: Analysis of data from 15 of Anthem’s
affiliated Medicaid plans. Data covers the period
of January 2016 through September 2076.
Figures are rounded.

Table 2

Average Medicaid Spending
by Detailed Medicaid
Eligibility Groups, 2016

State variation for the eligibility group
reflects the difference between the state
with the highest average PMPM and the
state with the lowest average PMPM for
that eligibility group among the states
included in the analysis. No measurement
of variation is included for the Medically
Needy/Spend Down group, since only
one state tracked specific data.

Source: Analysis of data from 15 of Anthem’s
affiliated Medicaid plans. Data covers the period
of January 2016 through September 2016.
Figures are rounded.

Eligibility Group Average State

PMPM Variation
Spending for Eligibility

Group
1 | Blind/Disabled who use LTSS (under age 65) $ 1,510 <5x
2 Aged (under age 65) $ 1,090 >10x
3 | Blind/Disabled who do not use LTSS (under age 65) $ 810 <5x
4 | Medicaid Expansion Population $360 <5x
5 | Adults $ 350 <5x
6 | Children without disabilities (under age 19) $ 150 <5x

Next, we took a closer look at Medicaid spending by categorizing Medicaid
enrollees into one of 16 mutually exclusive detailed eligibility groups. Table
2 lists these detailed groups and illustrates the substantial variation in
Medicaid spending that is not evident when only considering the broader six

eligibility categories. In this detailed analysis, spending ranged from $120
PMPM for children without disabilities or LTSS needs to $4,110 PMPM for
individuals with traumatic brain injury (TBI)—about a 34-fold difference.

Eligibility Group Average State
PMPM Variation
Spending for Eligibility
Group
1 Traumatic Brain Injury $ 410
2 | HIV/AIDS $2,850
3 | Intellectual and/or Developmental Disability $1,830
4 | Non-Dual Eligibles who use LTSS $1,420
5 | Dual Eligibles who use LTSS $1,390
6 | Serious Emotional Disturbance $ 1,310
7 | Serious Mental lllness $970
8  Pregnant Women $930
9 | Non-Dual Eligibles who do not use LTSS $870
10 | Medically Needy/Spend Down $840
11 | Children with Disabilities and/or who use LTSS
(under age 19) $690 >10x
12 | Autism $620 >10x
13 | Other Adults $260 <5x
14 | Foster Care $220 <5x
15 Dual Eligibles who do not use LTSS $180 <5x
16 ' Children with Disabilities and who
do not use LTSS (under age 19) $ 120 <5x
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It’s critical to determine
the right groups, how
many, and at what level
of detail when designing
per capita caps or similar
financing reforms.

Examining spending for these 16 groups highlights differences in the
spending, and by extension the healthcare needs, of Medicaid members
whose circumstances are not noticeable in the analysis of the overarching
categories. For example, included among the Medicaid expansion group
(average $360 PMPM) might be individuals with HIV/AIDS (average $2,850
PMPM) or serious mental illness (average $970 PMPM). Likewise, spending
for children varies from an average of $120 PMPM for those without
disabilities or LTSS needs to $220 PMPM for children in foster care to
$1,310 PMPM for children with serious emotional disturbance.

Looking across the 15 states that are included in this analysis, we also
observed differences in spending on these detailed eligibility groups. As
Table 2 also demonstrates, across-state differences were greatest for members
with autism, children with serious emotional disturbance, and children
with disabilities and/or who use LTSS. Spending was relatively consistent
across states for groups such as pregnant women, individuals with TBI,

and children without disabilities or LTSS needs.

These findings are consistent with other research that has examined the
extent to which spending varies across state Medicaid programs.***3

Still other studies have highlighted the factors that can influence variation,
such as the number of doctors per capita, local prices and practice patterns,
and the demographics and health status of the population.’* > Furthermore,
features unique to a state’s Medicaid program—such as covered benefits,
eligibility criteria, and provider reimbursement to name a few—can also

result in spending differences.*®
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Gain important insights
by looking at smaller,
more homogeneous
subgroups of beneficiaries.

Conclusion

This analysis suggests that aggregating Medicaid beneficiaries into broader
eligibility groups appears to mask the underlying variation in spending
and healthcare needs among the subgroups of individuals in these broad
categories.”

While spending across six overarching categories varied by a factor of 10,
when considering 16 more detailed eligibility categories, spending varied
by a factor of 34. This underscores the importance of determining the right
groups—how many, at what level of detail—when designing per capita
caps or similar financing reforms.

These findings are consistent with observations of the Government
Accountability Office (GAO) in assessing key policy decisions related to
Medicaid reform. GAO noted that because variation in healthcare needs
can vary substantially across and within Medicaid eligibility groups,

and spending can shift over time, setting payment levels for a greater
number of eligibility groups can be one way to account for the variation in
healthcare needs and associated costs.®

GAO also noted that the subgroups within broader eligibility categories can
have wide variation in per person spending, given different levels of need
among individuals.' For example, older seniors are more likely than younger
seniors to need long-term services and supports; similarly, children with
serious emotional disturbance tend to have higher costs than other children
enrolled in Medicaid. In other words, grouping all children into a single
category or all seniors into the same category may fail to account for
underlying variation—which can be substantial within many of the broad
beneficiary groups.

This analysis, along with other studies in the literature, demonstrates
the variation in spending that exists among broad groups of Medicaid
beneficiaries. Looking at spending patterns associated with smaller, more
homogeneous subgroups of beneficiaries can offer important insight

as policymakers consider approaches to reforming the financing of
Medicaid programs.
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Anthem Public Policy Institute

Anthem’s Public Policy Institute was established to
share data and insights to inform public policy

and shape the healthcare programs of the future.
The Public Policy Institute strives to be an objective
and credible contributor to healthcare innovation
and transformation through publication of
policy-relevant data analysis, timely research, and
insights from Anthem’s innovative programs.
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Anthem, Inc.

Anthem is working to transform healthcare with
trusted and caring solutions. Our health plan
companies deliver quality products and services that
give consumers access to the care they need. With
over 73 million people served by its affiliated
companies, including more than 40 million enrolled
in its family of health plans, Anthem is one of the
nation’s leading health benefits companies.

S' AnthemlInc.com


http://AnthemPublicPolicyInstitute.com
http://AnthemInc.com

