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Medicare Overview

Medicare provides health insurance to nearly 42 million Americans, the vast
majority of whom are seniors over age 65. Individuals are automatically con-
sidered eligible for Medicare if they or their spouse are eligible for Social
Security payments and have made payroll tax contributions for at least 10
years. Medicare also covers roughly 6.3 million people under age 65 who
have permanent disabilities and who qualify for Social Security Disability
Insurance (SSDI).

Medicare’s Role in Communities of Color

Today, Medicare covers 3.9 million African Americans, 3.1 million Latinos,
and 1.7 million other racial and ethnic minorities, including Asian/Pacific
Islanders and American Indians/Alaska Natives. Overall, communities of
color constitute slightly more than 20 percent of the entire Medicare popula-
tion.! This number, however, will grow dramatically as the minority
population in the U.S. continues to age. It is estimated that by 2030, 26 per-
cent of Medicare beneficiaries age 65 and older will be racial and ethnic
minorities.? Furthermore, according to the most recent Census projections,
racial and ethnic minorities are expected to make up almost 40 percent of the
elderly population in 2050.3

Medicare Structure

Medicare was enacted in 1965 as a federal entitlement program for seniors.
Unlike other public health insurance programs such as Medicaid, there are
no income requirements to qualify for Medicare. Almost anyone who quali-
fies for Social Security payments—including most seniors over 65 and a
number of younger individuals with permanent disabilities—can enroll in
Medicare regardless of income. Today, the program consists of four distinct
“parts,” each of which offers different benefits and covers different types of
medical services, as described below.

e Medicare Part A (Hospital Insurance): Almostanyone who has more
than 10 years of Medicare-covered employment is entitled to Medi-
care Part A at no cost after they retire at age 65. Others can enroll, but
they must pay a monthly premium that is calculated based on the
number of years they made payroll tax contributions.
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Medicare Part A helps pay for:

o hospital stays,

o skilled nursing home care,
¢ home health care, and

o hospice care.

Beneficiaries must pay a copayment or deductible when obtaining many of these ser-
vices. The types of care beneficiaries need must also meet certain coverage criteria. For
example, for hospital stays, the patient must need acute care that can be provided only
in a hospital. In addition, the patient must pay a deductible ($952 in 2006) and
copayments for stays of longer than 60 days ($238/day for days 61-90 and $476/day
for days 91-150).

e Medicare Part B (Medical Insurance): Unlike Part A, Medicare beneficiaries are
not automatically enrolled in Part B. Instead, they must choose to enroll and pay
the monthly premium ($88.50 in 2006). However, 95 percent of eligible beneficia-
ries choose to enroll in the program, which pays for physician services, outpatient
diagnostic tests, and certain medical supplies and equipment.

Similar to Part A, the medical insurance portion of Medicare also requires beneficiaries
to pay deductibles and copayments for the services they use. In 2006, the annual de-
ductible is $124, and the copayment is generally 20 percent of Medicare’s approved
charge for the service.

Itis important to note that Part B is not a comprehensive benefit package. For example,
although Medicare covers many preventive services, including mammograms, diabe-
tes screening tests, and prostate cancer screening tests, Part B does not pay for:

e routine checkups,

o eyeglasses or hearing aids,
« routine foot care, or

« most dental care.

Because there are notable gaps in coverage, many elderly individuals rely on addi-
tional insurance options to fill these gaps. Most beneficiaries receive supplemental
coverage through either employer-sponsored plans or so-called Medigap plans, which
are private insurance plans specifically designed to fill the holes in coverage left by
traditional Medicare. Those with poverty-level incomes often can enroll in Medicaid,
the public health insurance program for those with low incomes that provides much
more comprehensive benefits than traditional Medicare, and with less cost-sharing.

The gaps in Medicare coverage hit racial and ethnic minorities the hardest. While only 12
percent of all beneficiaries rely entirely on Medicare for health insurance coverage, the
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percentage doubles for racial and eth-
nic minorities; for 23 percent of
African Americans and 25 percent of
Latinos, Medicare is their only source
of coverage. What’s more, African
American and Latino beneficiaries
are roughly three times as likely as
whites to use Medicaid to supple-
ment Medicare, making them
among the most vulnerable Medi-
care beneficiaries.*

Figure 1:
Sources of Supplemental Coverage Among
Medicare Beneficiaries, 2002
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Source: America’s Health Insurance Plans, Low-Income and
Minority Beneficiaries in Medicare Advantage Plans, 2002 (Wash-
ington: America’s Health Insurance Plans, May 2005). Based on
an analysis of the Medicare Current Beneficiary Survey Access
to Care files, 2002 (CMS).

cluding standard prescription drug

coverage as part of their benefits package. Today, approximately 12 percent of beneficia-
ries are enrolled in Medicare Advantage plans.® The remaining 88 percent have traditional
fee-for-service Medicare coverage in which Medicare pays for services as the costs are
incurred by beneficiaries. Medicare Advantage is expected to play an increasingly im-
portant role in the next several years, with 16 to 30 percent of beneficiaries expected to
enroll in such plans by 2013.

Medicare Part D (Prescription Drug Benefit): Beginning on January 1, 2006, beneficia-
ries who have enrolled in Part D have prescription drug coverage provided by private
plans that contract with Medicare. Before this date, beneficiaries did not have access to
prescription drugs through Medicare and either had to rely on other sources of coverage
or had to pay all costs out of pocket. Like Part B, the drug benefit is optional for almost all
Medicare beneficiaries, and it includes premiums and cost-sharing provisions. Those who
wish to enroll must select either a stand-alone prescription drug plan (PDP) or a Medicare
Advantage plan with a prescription drug benefit. Because Part D is still in its infancy, it is
unclear how many racial and ethnic minorities have chosen to enroll and what impact the
benefit has had on communities of color.
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Medicare’s Potential to Reduce Racial and Ethnic Health Disparities

As the single largest purchaser of health care in the U.S., Medicare has tremendous poten-
tial to reduce racial and ethnic disparities in health. In fact, the origins of the Medicare
program are rooted in a federal effort to improve health care within the African-Ameri-
can community. By law, hospitals were required to comply with the Civil Rights Act of
1964 in order to receive payments for Medicare patients, a move that catalyzed the deseg-
regation of hospitals during the 1960s. In the 40 years since then, however, an
overwhelming body of evidence has shown that racial and ethnic minorities continue to
receive lower quality care and suffer from worse health outcomes compared to whites.
Because Medicare provides coverage for almost all racial and ethnic minorities over 65—
as well as many individuals with permanent disabilities, regardless of age—it can play a
powerful role in closing the health gaps that exist between minority populations and
whites.

Despite having near-universal coverage for the elderly population under Medicare, nu-
merous studies have shown that racial and ethnic elderly minorities are more likely to
suffer from a greater number of illnesses and to report being in fair or poor health.” For
example, according to a 2002 survey of Medicare beneficiaries:

o 30 percent of African Americans and 28 percent of Latinos on Medicare had diabe-
tes, compared to 18 percent of non-Latino whites.

o 71 percent of African Americans on Medicare had hypertension, compared to 57
percent of Latinos and 59 percent of non-Latino whites.

o 32 percent of Latinos on Medicare had cognitive or mental impairments, compared
to 25 of non-Latino whites and 20 percent of African Americans.?

These disparities may be due to the fact that compared to their white peers, African Ameri-
can and Latino beneficiaries are much less likely to have had insurance coverage before
enrolling in Medicare. By the time they become eligible for and enroll in Medicare, certain
conditions may have progressed and worsened.

Disparities in health care persist among Medicare beneficiaries despite the fact that the
same standard Medicare benefits are supposed to be provided to all beneficiaries (unlike
private health insurance plans and state Medicaid programs). While some evidence sug-
gests that disparities might have narrowed among elderly Medicare beneficiaries in recent
years, treatment gaps nevertheless persist.® For example:

¢ Less than half of African Americans and Latinos over 65 received a flu shot, and
only about a third received a pneumonia vaccination in 2002. This compares with
68 percent of elderly whites who received the flu shot and 59 percent who received
the pneumonia vaccination.®
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o Elderly Latinos with Medicare coverage were roughly one-third as likely as whites
the same age to undergo total hip replacement surgery, an operation that can re-
duce pain and improve physical function for patients with severe osteoarthritis.*

o« Compared to white Medicare patients, elderly African Americans with early stage
lung cancer were less likely to undergo surgery and more likely to die within five
years of diagnosis.?

o Elderly African American, Latino, and Asian cancer patients living in nursing homes
were less likely to receive pain treatment than their white peers.t

o Elderly African Americans, Latinos, and Asian and Pacific Islanders were more likely
than elderly whites to suffer from infections that were caused by medical care.**

While modest efforts have emerged over the last few years to address these inequalities—
for example, beginning in late 2003, health care plans started to receive race and ethnicity
data on their Medicare enrollees with the requirement that they conduct at least one project
on disparities—quality

improvement has been  «  among persons enrolled in Medicare . . . there have
15 - - - -
uneven at best. been no meaningful, consistent reductions in the gaps

More can and needs to be in care between black enrollees and white enrollees.”16

done to reduce health

disparities among the Medicare population. Since the program already reaches more than 7
million racial and ethnic minorities—and this number is only expected to grow—Medicare is
uniquely positioned to address the problem of health care disparities by ensuring that all
beneficiaries have access to high-quality care.

A Key Emerging Issue: The Prescription Drug Benefit

One of the most radical transformations to the Medicare program in its 40-year history
took effect on January 1, 2006, with the implementation of the prescription drug benefit.
Also called Medicare Part D, the benefit was enacted as part of the Medicare Prescription
Drug, Improvement, and Modernization Act of 2003 (MMA). Beginning in November 2005,
beneficiaries were given the option of enrolling in a private prescription drug plan or
joining a Medicare Advantage plan that offered drug coverage.

Although the specific benefit design varies by plan and region, the standard benefit re-
quires that Medicare enrollees pay a monthly premium, annual deductible, and copayment
for their covered drugs. The standard benefit structure has three tiers of coverage: 1) par-
tial coverage (which pays for 25 percent of the first $2,500 in drug costs); 2) no coverage
(the coverage gap or so-called “doughnut hole,” which is the $2,850 gap after the initial cover-
age limit when the beneficiary usually must pay all drug costs); and 3) catastrophic coverage
(which covers 95 percent of all drug costs that exceed $5,100).
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In 2006, the average premium for a private drug plan Figure 2:

is $32.20. The maximum annual deductible is $250, Standard Medicare Prescription
after which point Medicare pays 25 percent of Drug Benefit, 2006
prescription drug costs until the beneficiary reaches You pay ...

the “doughnut hole.” After the beneficiary pays a

total of $3,600 in out-of-pocket drug expenses, p;':"i‘:,‘;'l*

Medicare pays 95 percent of all drug costs above $250

the catastrophic threshold ($5,100 in 2006).Y deductible

25%

Medicare beneficiaries have an overwhelming drug costs

number of choices to make when selecting a
prescription drug plan. Most states offer between

until you reach $2,250* *

40 and 49 plans, with a few offering more than 50. Gap in coverage (doughnut hole)
h ol Iso has i b i You pay 100% of drug costs
Each plan also has its own benefit structure—pre- until you reach $5,100* **

miums, deductibles, drug prices, and the list of
covered drugs can differ significantly from plan to
plan. Beneficiaries who decide to enroll must choose Then

a plan by May 15, 2006 or face a potentially sub- Medicare

stantial penalty for late enrollment. pays 95% of your
drug costs

While millions of Americans in Medicare now have

to decide if the prescription drug benefit is right * Annual amount based on $32.20 national
far average monthly beneficiary premium
for them, that decision looms even larger for many (CMS, August 2005).
racial and ethnic minorities. Among Medicare ben- ** Equivalent to $750 in out-of-pocket spend-
eficiaries, 43 percent of African Americans and 37 ng- _
. . *** Equivalent to $3,600 in out-of-pocket
percent of Latinos went without drug coverage for spending.

part or all of 2002. Many of them will have access

to affordable drug coverage for the first time through the Medicare drug benefit.’® The
benefit structure, however, is extraordinarily complex. It is even more confusing for those
who qualify for low-income assistance, a population that includes nearly two-thirds of all
African-American and Latino Medicare beneficiaries.!® Outreach is critically important
for this population so that they understand the implications of the new benefit and how it
will affect them if they enroll.

The following sections provide a brief discussion of some of the most pressing areas of
concern with implementation of the Medicare prescription drug benefit and its impact on
communities of color.

e Dual Eligibles

More than 6 million Medicare beneficiaries have extremely low incomes that qualify
them for Medicaid, the nation’s public health insurance program for the poor. These
individuals are often referred to as “full dual eligibles” because they qualify for
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both programs, meaning they have access to the additional benefits provided
through Medicaid, such as long-term care. Medicaid also pays Medicare’s premiums
and cost-sharing for the dual eligible population.

Racial and ethnic minorities make up a disproportionate percentage of dual eligibles. In
fact, African Americans and Latinos are roughly six times more likely than whites to be
eligible for both Medicaid and Medicare.?’ Because of their disproportionate representa-
tion, any effort to reduce racial and ethnic disparities in health must also address the
needs of this population.

The introduction of prescription drug coverage under Medicare Part D has important
implications for Medicare beneficiaries who are also enrolled in Medicaid. More than
a third of all African Americans and Latinos in Medicare received prescription drug
coverage through Medicaid before January 2006, compared to one out of 10 white
beneficiaries. As of January 1, 2006, however, Medicaid no longer pays for prescrip-
tion drugs for dual eligibles. Instead, dual eligibles now must be enrolled in a private
drug plan financed through Part D.

Despite the fact that this change affects more than 2 million Medicare beneficiaries
from communities of color, there has been relatively little outreach to minorities re-
garding the change in benefit. The transition from Medicaid to Medicare for prescription
drug coverage also has been mired with problems. Thousands of beneficiaries showed
up to the pharmacy in January to discover that they were unable to fill their prescrip-
tions due to administrative complications. Fortunately, more than 30 states have stepped
up since January to smooth the transition by spending millions of dollars for emer-
gency supplies of drugs. This is not, however, a permanent solution, and many
low-income Medicare beneficiaries now face new copayments and greater restrictions
on the prescriptions they can fill.

Low-income Beneficiaries

Racial and ethnic minorities are disproportionately represented among low-income
Medicare beneficiaries: 64 percent of African American and 62 percent of Latino ben-
eficiaries have incomes below 150 percent of the federal poverty level ($19,245 for a
family of two in 2005), compared to 32 percent of white beneficiaries. Many of these
individuals qualify for subsidies that will help them pay for premiums and cost-shar-
ing, depending on their incomes and assets (see Table 1 on page 8). However, of the
estimated 5.7 to 7 million people who could qualify for the low-income subsidy, only
about 1.2 million had been approved as of January 2006. What’s even more discourag-
ing, only about one-fourth of those approved for the subsidy had enrolled in a Part D
plan during the first month of the program.? That amounts to barely 5 percent of
eligible low-income beneficiaries who are now receiving extra help for their prescrip-
tion drug coverage.
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Table 1:
Medicare Prescription Drug Benefit Subsidies for Low-Income Beneficiaries, 2006

Low-Income Subsidy Level Monthly Annuadl Copayments
Premium Deductible

Full-benefit dual eligibles $0 $0 $1/generic $3/brand-name;
Income <100% of poverty no copays after total drug
($9,570/individual; $12,830/couple) spending reaches $5,100
Full-benefit dual eligibles $0 $0 $2/generic $5/brand-name;
Income > 100% of poverty no copays after total drug

spending reaches $5,100

Institutionalized full-benefit dual eligibles $0 $0 No copays

Individuals with income <135% of poverty $0 $0 $2/generic $5/brand-name;
($12,920/individual; $17,321/couple) no copays after total drug

and assets <$6,000/individual; $9,000/couple) spending reaches $5,100
Individuals with income 135%-150% of poverty sliding scale $50 15% of total costs up to 5,100;
($12,920-$14,355/individual; up to $32.50* $2/eneric $5/brand-name
$17,321-$19,425/couple) thereafter

and assets <$10,000/individual;

$20,000/couple

Note: *32.50 is the national monthly Part D base beneficiary premium for 2006. Poverty level dollar amounts are for 2005.
Additional assets of up to $1,500/individual and $3,000/couple for funeral or burial expenses are permitted.

Source: Kaiser Family Foundation summary of Medicare prescription drug benefit low-income subsidies in 2006.

Education and Outreach

Without appropriate outreach to Medicare beneficiaries, particularly those from com-
munities of color, the implementation of the prescription drug benefit will be a missed
opportunity to reduce health disparities among the Medicare population. Unfortu-
nately, in October 2005, more than 60 percent of seniors admitted that they did not
understand the Medicare drug benefit well, and only 14 percent reported that they
understood the benefit very well.?

While the availability of Part D has become familiar to Americans, specific details
about the benefit are available primarily through an online government-run Web site
at www.medicare.gov. The site, which allows users to view detailed information about
available drug plans, is designed to make choosing a plan simpler by offering side-by-
side price comparisons. The Medicare Prescription Drug Plan Finder tool on the site
even allows visitors to list the medications they are currently taking so that they can
tailor their plan choices to their individual circumstances.

The vast majority of seniors, however, do not use the Internet and probably never will
see the tools available on the Web site. What’s more, elderly African Americans are
even less likely to use the Internet—according to a 2004 survey of seniors, only 11
percent of African Americans age 65 and over reported using the Internet, compared
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to 22 percent of non-Hispanic whites and 21 percent of English-speaking Hispanics.?
As late as October 2005—one month before the sign-up period for Part D began—most
Medicare beneficiaries said that they had never heard of www.medicare.gov, and
barely one out of 20 reported that they had ever visited the site.?

Conclusion

Although racial and ethnic minorities in Medicare have access to the same coverage as
whites, they continue to fare worse on measures of prevention, treatment, and overall
health status. While much of the health gap can be attributed to disparities in income and
education—factors that also have been shown to have a profound effect on health—the
fact remains that Medicare can do more to improve health within communities of color.

The introduction of Medicare Part D in January presents a remarkable opportunity to
address the problem of health disparities in minority communities. The Part D benefit, for
instance, provides significant financial assistance to low-income populations that could
increase their access to prescription drugs. This assistance is particularly important to
minorities who previously lacked drug coverage because of its high cost. Journalists can
plan an important role in reaching out to and educating communities of color about the
drug benefit, particularly as the May 15 enrollment deadline rapidly approaches.

The Part D benefit has the potential to reduce disparities beyond expanding access to
drug coverage. Currently, more than half of all beneficiaries who are eligible for Medicaid or
other low-income assistance are not enrolled in these programs.?® These programs help
beneficiaries pay some or all of their Medicare premiums and deductibles, thus reducing
two major barriers to access. By making a concentrated effort to inform minority groups
about Medicare Part D and its associated low-income assistance, it is possible to further
expand access to insurance coverage by encouraging eligible individuals to apply for help
that is already available to them.

Because virtually all individuals over 65 are enrolled in Medicare—and because one out
of five beneficiaries belongs to a racial or ethnic minority group—the Medicare program
can use its significant stature as a federal insurance program to address the problem of
health disparities. By reaching out to minority populations and making it much easier for
low-income minorities to enroll in financial assistance programs, Medicare can begin to
reduce the health gap among this population and pave the way for broader improvements.
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