














An Easy Path to Billions—Medicare and Medicaid Fraud: This 60 Minutes report provides
examples of the sizeable fraud and ludicrous criminal operations that are robbing the nation’s
taxpayers: “The tiny medical supply company billed Medicare almost $2 million in July and a half-
million dollars while 60 Minutes was there in August, but we never found anybody inside, and our
phone calls were never returned.”

Jim Capretta and Tom Miller write: “Medicaid remains separate and not equal to the rest of the
insurance system for working-age Americans. Its current structure provides no coordination or
transition between Medicaid coverage and private health insurance. A move to replace both
traditional Medicaid assistance and the tax preference for employer-paid health insurance with
defined contribution payments would open up new possibilities for more beneficial coordination
between both types of coverage. Integrating coverage options for the poorest Americans into the
choices available to those with higher incomes will not be easy, in light of broader fiscal and
political constraints, but it should proceed with all deliberate speed. Moving toward defined
contributions across Medicare and Medicaid, as well as employer-based plans, involves a complex
transition well beyond just hitting new budgetary targets. ... Nevertheless, it’s clear that taking the
defined contribution route to health reform would create tremendous competitive pressure on the
entire health sector to deliver more for less. Any player that did not step up would risk losing
market share. That’s the way to slow rising costs while also improving, not compromising,
quality.”

Pennsylvania Medicaid Waste Estimated at a Quarter of a Billion Per Year: States routinely
underestimate the levels of fraud in their states, as Pennsylvania experienced earlier this year, this
article from Health Care News notes: “A new state government report shows fraud in
Pennsylvania’s Medicaid program may have cost taxpayers more than $1 billion over the past four
years—more than three times what the state had previously reported. An audit by Pennsylvania
Auditor General Jack Wagner found improper Medicaid eligibility determinations on nearly 2,000
randomly selected Medicaid applications between 2005 and 2009. The audit found a 14.7 percent
fraud rate, three times the rate anticipated by the Pennsylvania Department of Welfare.”

The True Costs of Medical Fraud: Wide-Ranging Effects: Two leading University of Miami health
academics, both of whom support national health care reform, say fraud cuts off resources to
people who need them.

A University of Pennsylvania study published in Cancer found that for patients undergoing surgery
for colon cancer, the mortality rate was higher for Medicaid patients than for the uninsured or those
with private insurance, and the rate of surgical complications was highest for Medicaid patients as
well.

A Columbia-Cornell study in the Journal of Vascular Surgery examined outcomes for vascular
disease found that patients with clogged blood vessels in their legs or clogged carotid arteries fared
worse on Medicaid than did the uninsured.

A study of Florida patients published in the Journal of the National Cancer Institute found that
Medicaid patients were 31% more likely to have late-stage breast cancer and 81% more likely to
have late-stage melanoma than the uninsured.

Aging America’s Achilles” Heel: a 2005 report from Stephen A. Moses, president of the Center for
Long-Term Care Reform, a Medicaid state representative for the Health Care Financing
Administration and senior analyst for the inspector general of the U.S. Department of Health and
Human Services: “While Social Security and Medicare have spurious “trust funds,” Medicaid

d 31 financing from general tax revenue without even the pretense of a trust fund. Medicaid is
th o, it jor for long-t  care (LTC), especially nursing he  :care. " 7C is an 800 _ und
gorilla of social problems that lurks just around the bend. If we wait to deal with Medicaid and
LTC until after we handle Social Security and Medicare, it will be too late.”
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Washington and instead entrusts states and empowers American citizens.
And this is precisely why Barack Obama and the Democrats oppose it.

Dr. Milton R. Wolf, a Washington Times columnist, is a board-certified
diagnostic radiologist and President Obama's cousin. He blogs at
miltonwoif.com,
















































insurers. l;’aul Krugman rightly calls Beebe's proposal “welfare for the medical-industrial
984
complex.

Finally, the Beebe plan creates a new “marriage penalty” or “family penalty” because it
would offer better coverage to low-income bachelors than low-income families. The Medicaid-
expansion population consists primarily of childless adults below 138 percent of the federal
poverty level. Meanwhile, families in that income range are often already covered through the
traditional Medicaid program. Under the Beebe plan, those childless adults would receive private
coverage through an Exchange, while low-income children and their parents would receive
Medicaid, which is widely regarded as inferior.*

States Can Decline All of the PPACA’s Medicaid Provisions

States can further reduce their Medicaid outlays, and federal deficits, by refusing to
implement any portion of the PPACA’s Medicaid expansion. The Supreme Court’s ruling in
NFIB v. Sebelius gave states the power to reject not just the expansion’s coverage for newly
eligible adults, but all mandatory Medicaid provisions of the PPACA.

As originally conceived, the expansion mandated that states expand their Medicaid
programs in numerous ways. States that failed to comply would lose all federal Medicaid funds,
which amount to roughly 12 percent of revenues for the average state.*® The Court found that
mandate unconstitutionally coercive.

The Court then freed states to refuse all mandatory Medicaid provisions of the law,
including mandatory eligibility for all adults and children below 138 percent of poverty,
“maintenance-of-effort,” the new “MAGI” income standard, eligibility determinations for
Exchanges, and so forth.*’

Shortly after the Court issued its ruling, however, Secretary Sebelius arbitrarily narrowed
the Court’s remedy. In a letter to governors, Sebelius invented the interpretation that states may
only opt out of providing coverage for newly eligible adults.®® Failure to implement any of the
provisions of the expansion would result in the same penalty as before NFIB: the federal
government would revoke all federal Medicaid grants. In other words, Sebelius is continuing to
threaten states with the loss of all federal funds—a penalty the Supreme Court held to be
unconstitutional coercio nless they implement provisions of the law the Court made optional.
Maine ran afoul of Sebelius’ rewriting of NFIB and has challenged HHS in federal court.® States
can further reduce the cost of their Medicaid programs, and federal spending and debt, by
following Maine’s example.

Better Options

Americans’ access to medical care is less secure than it should be, thanks to decades of
government interventions like the PPACA. Blocking and repealing this Act are positive steps
that will make health care more affordable and secure. For example, the CBO reports that
repealing the PPACA would reduce premiums for many consumers by freeing them to purchase
more affordable health plans.”






protection. Where states have already imposed caps on noneconomic damages or other
limitations on patients’ right to recover, this freedom would allow patients to demand greater
protection than those states currently allow. The resulting experimentation would inform all
patients and providers about which med-mal reforms do the best job of protecting patients from
the dual harms of negligent care and unnecessarily high prices.

The obstacle to such contracts is that courts will not enforce them. That unfortunate
judicial trend denies care to low-income patients by denying them the opportunity to decide for
themselves whether accessing medical care now is more important than an unlimited right to sue
in the unlikely event they suffer an injury due to a provider’s negligence. The General Assembly
should direct courts to enforce such contracts. Such a law would expand access to care for the
poor, again without imposing any costs on taxpayers.

Study Whether Medicaid Works

Most non-health care experts are surprised to learn, as discussed above, how little reliable
evidence there is on whether Medicaid improves health, and how there is no evidence it is a cost-
effective way to improve health.” Though the Oregon Health Insurance Experiment is a
promising start, some observers complain it was too small’® and Oregon officials have
unfortunately halted that experiment.

Rather than expand Medicaid, Virginia should apply for a waiver to conduct an Oregon-
like experiment with existing populations, to determine exactly what taxpayers are getting for the
billions of dollars they are forced to contribute to the program. Such a study would reduce state
and federal Medicaid spending while improving the state of knowledge about Medicaid’s effects.

No doubt some will object to randomly assigning Medicaid slots among existing
populations. Yet the Oregon Health Insurance Experiment showed that losing the lottery reduced
average medical spending among study subjects by just 25 percent, with no indications of harm
to their physical health. The truly unethical course would be to preserve or expand Medicaid
without knowing whether that additional spending helps enrollees, or just harms taxpayers.

Conclusion

Twenty-six states argued before the Supreme Court that the PPACA coerced states into
implementing an unaffordable Medicaid expansion. The Medicaid expansion remains
unaffordable today given current projections, and its actual cost is likely to exceed those
projections. Perhaps more important, expanding Medicaid conflicts with the goal of delivering
affordable, high-quality health care. Virginia should wisely and politely decline to participate.

! Portions of this testimony are adapted from Michael F. Cannon, “50 Vetoes: How States Can Block the Obama
Health Law,” Cato Institute White Paper, March 21, 2013, hitp//www cato.org/sites/caw . org/files/pubs/pd 50~
vetoes R maper.pdi
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