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To the day when good health care is a birthright

—PHILIP MOELLER
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NO ONE TOLD ME

Glen didn’t retire until he turned 70 in 2010. He and his wife, Margie, were covered until then by his employer’s health plan. Glen read the annual Medicare & You guide put out by the Centers for Medicare & Medicaid Services (CMS). His clear understanding from the guide was that he had been automatically enrolled in Medicare since he turned 65.

This was not true. Glen made a big Medicare mistake by not asking anyone to confirm his understanding. In fact, Glen had no Medicare coverage as of 2010. Neither did Margie. But they didn’t know this.

“No one told me” is a scary cautionary Medicare tale that could be the subtitle of this book. It is repeated in countless calls for help from people like Glen and Margie (not their real names) to Medicare consumer counselors and call-center staffers around the country. And it is voiced even by people who consider themselves otherwise smart and well informed.

As it turns out, there can be little about Medicare that is automatic or clear or, especially in the midst of a medical emergency, logical or perhaps even fair. Despite widespread contrary beliefs, people are free never to get Medicare and can simply pay their own health bills without insurance. However, if you forgo Medicare and later change your mind, there can be steep late-enrollment penalties and many months may pass before Medicare insurance takes effect.

Even for people who want health insurance, Medicare usually isn’t even required at age 65 or, indeed, at any later age, so long as a person—or their spouse—is still working and has group health insurance coverage from a current employer. Social Security is supposed to send out Medicare cards to some people when they turn 65. Maybe it did send out a card to Glen. Maybe he thought this meant he was covered. But this doesn’t always happen, especially when a person has not yet started taking their Social Security retirement benefit.

There are three really big deals about getting Medicare right:

1. Enroll at the right time. Medicare has a bewildering mix of enrollment periods. You need to use the right one.

2. Choose the right mix of Medicare coverage. There are only two main paths here. One is Original Medicare (Parts A and B), perhaps with a Medigap supplemental policy, plus a Part D prescription drug plan. The other is a Medicare Advantage plan, usually including a Part D plan.

3. Understand what these various parts of Medicare cover and how to use them.

For nearly four years, Glen and Margie had no health problems serious enough to have caused them to file a claim with Medicare and learn about their earlier mistake. But then, in 2014, Margie got sick and was diagnosed with terminal cancer. They then began trying to file claims for what eventually would be enormous medical expenses. That’s when they found out that neither of them had Medicare coverage. Glen called the nonprofit Center for Medicare Advocacy seeking help.

Glen had missed his original window to sign up for Medicare after he retired in 2010. Margie may have assumed she was automatically covered by Medicare as well. The details aren’t clear, although it became clear in hindsight that they never really understood that there is no family coverage under Medicare, as is routinely the case with employer health insurance.

Glen and Margie needed to file individually for Medicare. When they realized their error in 2014, they had missed one of the many enrollment periods available during the year, and were told they had to wait until the beginning of 2015 to file for Medicare. Under its rules, their coverage would not become effective until July 2015.

Glen and Margie had to face her cancer with no insurance whatsoever. Instead of being able to focus on Margie’s care and spending as much quality time with her as possible, Glen’s life instead included the prospect of crushing medical bills and the need to worry about how he would pay for his wife’s care. Medical expenses are, sadly, a leading cause of personal bankruptcy.

After the center said it had no immediate solution to their problem, Glen broke off contact. More than a year later, the center reached him again. “He is a defeated man,” a staffer recalled. “Things had turned out terribly. He did, indeed, lose his wife.”

And he still didn’t know if he had Medicare.

CAROL

The Medicare rules say that private Medicare Advantage insurance plans must cover at least the same things that Original Medicare (Parts A and B) covers. Many people naturally assume this means the two approaches to Medicare are the same.

Big mistake.

Carol’s husband, Ernesto, had a Medicare Advantage plan in Texas, when he was diagnosed in June 2014 with pancreatic cancer. Little more than six months later, Ernesto would be dead following complications from surgery. During this time, when Carol wanted to spend as much time as possible with her partner, she instead had to fight insurance company rules and respond to unexpected surprises about what his Medicare Advantage plan did not cover.

Her problems stemmed from the fact that Medicare Advantage plans restrict coverage to those doctors, hospitals, and other caregivers who are in the plan’s provider network. Original Medicare, by contrast, insures covered medical services from any provider who accepts Medicare. When Carol was forced to take over as the main caregiver for her husband, she didn’t know about these restrictions. Even after she learned about some limitations, new ones kept cropping up.

“The gastroenterologist who diagnosed my husband met with us, explained the diagnosis, and called MD Anderson [the University of Texas MD Anderson Cancer Center] to refer him to a specialist. He was told that neither the doctor nor the facility accepted Medicare Advantage. Medicare, yes; Medicare Advantage no,” she recalls. His insurer said it could not help her find a center with pancreatic cancer expertise, and that Carol would have to make these calls herself, which she did. “All the time I took to figure out how to track down information, and to do it, took time away from being with my husband.

“We even found that the local oncologist we chose told us that he would accept the plan and was ‘in-network,’ ” she adds, “but for the entire six months he saw my husband for chemotherapy and related studies,” the benefit statements from the insurer showed he was not. Inaccurate billing statements flew back and forth, making it impossible for Carol to keep up with expenses and payment schedules.

“In the meantime we paid bills, got refunds, and completely lost track—if there really was a track—of where we were on the maximum out-of-pocket payments,” she says. “Incidentally, this was not how I wanted to spend my time, and was not what either my husband or I needed in order for him to continue to live well and enjoy life as long as he possibly could.”

Carol, not surprisingly, thinks that no one should ever get a Medicare Advantage plan. But millions of people do and find no problems with their coverage and service. However, if a serious medical issue arose, they may be no more equipped to deal with possible shortcomings in their plan’s provider network than was she. “It can be difficult in the midst of a crisis to figure out what you can control and what you cannot,” she cautions.

“My husband and I shared a great life,” Carol now says. “He lived well up until the moment he died, and even his manner of dying was a gift to me. Mostly what I relive are warm and appreciative memories. Occasionally, of course, the bad stuff surfaces. . . .”
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PHYLLIS

Let this story be your cautionary guide for the more practical roadblocks that Medicare may erect. Phyllis is pretty much always the sharpest tack in the box. While she loved being a partner in a big corporate law firm, she finally retired from the firm when she turned 75. Like many sharp tacks, however, Phyllis was no match for Medicare. And when she explained her problems to me, she repeatedly used the phrase “No one told me.”

Fortunately, Phyllis’s efforts to properly enroll in and use Medicare have not had disastrous consequences—no financial or health care catastrophes. She got covered in time, seems to have avoided late-enrollment penalties, and more or less got the coverage she wanted. But as she makes clear, these results are due primarily to her remaining healthy and needing to take a grand total of one prescription medication—an inexpensive blood pressure pill.

Phyllis’s employer did provide her notice of the impending end of her employer health coverage. But its statement did not explain the specifics of her existing coverage and the things she would need to replace with Medicare.

Phyllis never would assume what a legal client needed or how opposing lawyers might behave. But she, like too many other Medicare newcomers, did assume that Medicare was a relatively straightforward process.

“I absolutely did” make that assumption, she recalls. “My assumption was that thirty days or so before I needed Medicare, I could go and apply” and everything would be taken care of.

At the outset, she didn’t know she needed to contact Social Security and not Medicare to enroll in Medicare. She didn’t know about prescription drug coverage or that it was called Part D of Medicare. She didn’t even know that Medicare Advantage plans existed. And she didn’t know that her cell phone needed to have a full charge before calling Medicare for help, because her wait times often would be so long that her phone would run out of juice while she was still on hold!

No one told her. “I had Part A,” because she already was receiving Social Security retirement benefits. “I thought all I needed was Part A. I thought I could get Part B automatically. I didn’t know I needed to apply to Social Security for Part B.”

Phyllis’s first phone call with the Social Security Administration (SSA) began to make her see that thirty days was a laughably short time frame, even for someone as skilled as she in figuring out how things worked. Social Security, it turns out, does a lot of Medicare enrollment work and is the official Medicare traffic cop when it comes to determining if people have enrolled for various parts of Medicare on a timely basis.

Adding Part B, which covers doctors, outpatient and medical equipment expenses, along with Part A hospital insurance, would provide her with what’s called Original Medicare coverage. It also would qualify her to purchase other types of Medicare insurance, including a Part D drug plan and either a Medigap policy or a Medicare Advantage plan.

After waiting on hold for more than an hour, Phyllis was told by the SSA representative that she could apply for Part B online. She was uncomfortable with that, so the rep provided her detailed instructions about how to download and complete a Part B application form. This guidance included how she should address and mark the envelope to make sure it went to the right place. She did this weeks in advance of her employer coverage ending. After waiting and waiting for a response, she finally called the local office again, waited on hold for more than an hour a second time, and was told no one at that office had ever seen her application form.

During the first of what became three trips to a Social Security office, Phyllis tried to sign up for Medicare. The office was located in a congested area, with street parking whose meters permitted no more than two hours of parking time. So, Phyllis thought it would be prudent if she scheduled an appointment. The Social Security website provides information on how to do this, but she was told by someone in the local office that it did not do visits by appointment.

Being a walk-in, as she later learned, guaranteed long delays. And when she wanted to go refill her parking meter and avoid a possible parking ticket, she was told she would lose her place in line if she left the office. Phyllis found another Social Security office farther away, where parking was not a problem.

While she was signing up for Part B, no one told Phyllis about the need for Part D prescription drug coverage or even about the existence of Medicare Advantage plans, which are formally designated as Part C of Medicare. They have become an increasingly popular alternative to Original Medicare, and now are the choice of more than 30 percent of Medicare users. More than 40 million people have Part D drug plans. But the first that Phyllis learned about signing up for a Part D plan was shortly before being dinged with a late-enrollment penalty. Four months after signing up, she had still not seen any evidence that she actually had a Part D plan, and acknowledged that penalties might still be possible.

Phyllis wound up with Original Medicare, the hoped-for Part D plan, and a Medigap policy. This is one of two classic paths into Medicare. The other involves a Medicare Advantage plan, usually bundled with Part D drug coverage. She later admitted she chose her Medigap insurer because it was the only company that answered the phone when she called.

“All my assumptions were wrong,” she says. Although her coverage didn’t begin until August 2015, Phyllis quickly realized she might have made key mistakes, and began a new round of research to get ready for Medicare’s annual open enrollment period, which runs each year from October 15 to December 7.

Open enrollment is the annual equivalent of a Medicare do-over. It permits people to choose new plans, usually with no adverse coverage or pricing consequences. It’s a great deal, but like much else about Medicare, people often don’t understand how it works.

No one told them.

Read on, and consider yourself told.
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LIVING LONGER IS GREAT; PAYING FOR IT ISN’T

As the nation becomes older and grayer, the idea of a golden age for America’s senior citizens has become the stuff of dreams. Instead, we have two major retirement crises. One is the financial crisis. It gets daily attention. Most workers have saved far too little to afford even modestly enjoyable retirements. Record numbers of people in their late 60s and 70s are continuing to work—some because they like to but most because they can’t afford to stop. Our second crisis, and it fully merits this label, is the retirement health care crisis. Despite vibrant images of aging from companies who peddle financial, health, and lifestyle products to seniors, the health profile of a typical aging America is less glamorous. Aging in America is a tough contact sport.

The health needs of rising numbers of baby boomers will be an increasingly expensive personal and national burden, not only driving many families into bankruptcy but also threatening the finances of our national government. We face bruising entitlement wars. Can we put a lid, even a porous one, on the funds we spend to take care of the people we know and love—our parents and grandparents, our uncles and aunts? Then there are the people we don’t know—an enormous number of impoverished Americans who live largely unseen, often by themselves, in decaying housing and nursing homes that far too often cope with infirm seniors by drugging them into docility.

Standing in the breach to protect these people, as well as the interests of taxpayers, is an enormous bureaucracy called the Centers for Medicare & Medicaid Services (CMS). Since Medicare and Medicaid were created in 1965, they have led to a degree of centralized control over the nation’s health care system that on a bad day (and there are many of them) rivals the worst excesses of any five-year plan in the former Soviet Union. While CMS oversees the health needs of only older, poor, and disabled Americans, these groups represent such a large share of the nation’s health care consumers that what CMS does or does not do sets the tone for all of American health care.

Even a benevolent despot is still a despot, and critics think CMS is far from benevolent. At the same time, Medicare and Medicaid operate in a world filled with big and powerful health insurers, pharmaceutical companies, and makers of medical equipment. Managing key aspects of a sixth of the national economy is a no-win job from the get-go. Some medical experts, of which there are no shortage, think the United States should join other industrialized nations and nationalize health care. Others point to those nations and argue just as passionately that a private health care system is the only hope we have for providing quality care at a price tag the nation can afford.

We all may have our hopes and dreams for the future of health care in America. But this debate will still be alive and kicking after you’ve finished this book and, I hope, after you have learned what you need to get what’s yours from Medicare. This is no easy task. Navigating Medicare is challenging even to health care professionals who must deal with it every day. It is often unfathomable to the older and disabled people it is supposed to serve.

WANT TO LIVE FOREVER? IT WILL COST YOU

Once you reach 65, the traditional sign-up age for Medicare, you will have an average of nearly 18 years of remaining life if you’re a man and 20.5 years if you’re a woman. These are averages, of course. If you attend to your diet, exercise, and practice healthy lifestyle behaviors, the odds are good that you will live longer than these averages—well into your 90s or even beyond.1 (The endnotes in this book—the first of which was just provided to you—include website addresses and other reference sources. I urge you to use them. They will, in many cases, lead you to the detailed information you need to address crucial questions about Medicare. For example, I say later in the book that you might need to get in touch with the contractors who administer Original Medicare. The endnote to that statement includes information to locate the identities of these firms and how to contact them.)

Futurists say the first human to live to 150 years of age is already alive. It could be me! There already are days when I feel like 150. Maybe you do, too. So, while it certainly is more years that we’re after, that’s not the ultimate endgame. It’s more healthy years, with a quality of life that is good enough to make our remaining time worthwhile. Ideally, we’d like to remain healthy and active until the very end—a phrase the experts call “compressed morbidity.” That would be more than fine with me.

IT’S ALWAYS ABOUT THE MONEY

The longer we live, the more likely we are to run up larger, not smaller, medical bills. Likewise, people who take better care of themselves spend more money on health care, not less.2 No wonder that opinion surveys regularly find that many people fear running out of money more than they do death itself.3

Ruinous health expenses are a major if not the major cause of personal bankruptcies in the United States. They can destroy the financial futures of entire families, not just the person incurring the expenses. Let me give you just one example of how this can happen, even for people who have Medicare.

About 70 percent of all Medicare beneficiaries—more than 35 million people—use what is called “Original” Medicare. This includes Part A for hospital expenses and Part B for doctors, medical equipment, and outpatient medical costs. The other 30 percent get private Medicare Advantage plans. Original Medicare is also called “basic” Medicare or “traditional” Medicare.

Now, Original Medicare can be great. But it requires beneficiaries to fork over a 20 percent copay for most covered Part B services. Forever. There is no ceiling on this copay. Other Medicare insurance, called Medigap or Medicare supplement insurance, is available to close this gap. But this fact does you no good if you don’t know it. Or if you don’t buy such a policy before encountering that catastrophic health event that you were sure would never happen, but which does happen over and over again each and every year to many, many Medicare users.

Among all Original Medicare beneficiaries, fewer than 25 percent get Medigap policies.4 Retirees fortunate enough still to have employer health coverage or high-quality union health coverage may have coverage that replicates what Medigap does. But many others are simply taking a big gamble. Perhaps they don’t have enough money to afford Medigap premiums. But perhaps they just don’t know about that huge hole in Original Medicare.

Medicare Advantage policies provide annual out-of-pocket caps to protect people and families from catastrophic expenses. These will be explained here in plenty of detail to help you make an informed Medicare purchase decision. But to millions of seniors on Medicare, catastrophe is not thousands of dollars in big health care bills. It’s $20 a month for the copay on a prescription that a senior simply can’t afford.

These seemingly modest health care expenses turn out not to be modest at all. They pit health care use against food on the table, heat in the radiators, and rent money. These are the small money “killers” that cause people on Medicare to stop taking their prescribed medications, or perhaps to cut their pills in half and hope that half an apple a day will keep the doctor away as well as a whole apple. Medication “non-adherence” is the phrase used in pharmacy circles to describe this kind of problem. Making smart choices about Medicare policies can reduce the financial pressures that contribute to non-adherence.

So, good health is about the money, too, but then, isn’t just about everything?

WHAT WE DON’T KNOW ABOUT MEDICARE CAN COST US DEARLY

I’ve been writing about Medicare for decades. Two years ago, I began writing about it full-time for the PBS NewsHour website and Money magazine. And for more than a year, I’ve spent nearly all of my time researching this book and talking with leading experts.

Even so, there have been more days than I care to admit that I ended up convinced not only that I knew little about Medicare but that I actually knew less than I had when the day began. I kid you not. This stuff is complicated. So, don’t feel bad if you know little about Medicare, that some or even most of what you think you know is wrong, that you are uncertain even about the things that you do know, and that the good people who man the enormous machine we collectively call Medicare may well be among the last people you should turn to for advice or information you actually can understand.

Don’t get me wrong. Medicare is a terrific program. It has improved the health of millions of Americans since its creation in 1965. But it has grown as complicated and opaque as the increasingly sophisticated medical services it helps deliver.
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THE BATTLE OF BIG VERSUS BIG

CMS tells health care providers what they must do and in most cases what they can charge you for what they do. This includes deciding what’s covered and, in concert with private vendors, building and managing the unbelievably detailed and extensive medical billing and procedural coding systems that fund that blob of Jell-O on your hospital plate. If you want to get a nasty response from your doctor’s office, ask folks there how they like the new “ICD-10” codes that were implemented in 2015. It was hard enough to understand the 14,000 codes in the old system. The new one has 70,000!

The fact that such a massive and crucial public benefit is so complex and impenetrable to the very people it is supposed to serve is a national tragedy. How complex? Thanks for asking. CMS has an online glossary that lists its initial-crazed acronyms—more than 4,400 sets of often incomprehensible initials the last time I looked! Every citizen deserves better, particularly those Medicare beneficiaries who are among the nation’s most vulnerable souls. Making Medicare accessible and clear, or as clear as this mortal can make it, is the rallying cry for Get What’s Yours for Medicare.

It’s the same rallying cry that emerged from the 2015 book I coauthored called Get What’s Yours: The Secrets to Maxing Out Your Social Security. My partners for that book were Boston University economist Laurence Kotlikoff and PBS economics correspondent Paul Solman.

Now, all three of us think we are pretty well informed. Just ask us! But as we discovered during years of research into Social Security, we often were not smart and well informed about the nation’s dominant retirement benefit program—a program on which most older Americans depend for most of their income. The more we looked into this seemingly straightforward and plain-vanilla retirement program, the more we realized that it was incredibly complex, not even well understood by many of the people in the Social Security Administration itself, and was costing retirees billions of dollars in lost or poorly claimed benefits.

Many people who bought that book later reached out to us and we received thousands and thousands of questions. Their problems navigating the system even after carefully reading our book have led us to many, many additional discoveries about how Social Security hurts rather than helps some retirees. One of the common laments of people who reviewed our book was how sad it was that such a book was even necessary. Social Security is more than eighty years old and provides nearly $900 billion a year in benefits. If there is one program that should be transparently clear and comprehensible to Americans, this is it. But this is not the case. And while there are almost daily demands from some group or another to “reform” Social Security, there are nearly no demands to turn it into a program that Americans can actually understand and make better use of.

Unfortunately, the same truths apply to Medicare, perhaps to an even greater degree.


LIKE GAUL, MEDICARE DECISIONS ARE DIVIDED INTO THREE PARTS

If you want to simplify Medicare, and who wouldn’t, a good place to begin is with the three big deals from the last chapter. Here they are again:

1. Sign up at the right time and avoid penalties and the loss of coverage.

2. Choose from one of two Medicare paths: Original Medicare (with or without Medigap supplemental insurance) and a Part D drug plan, or, Medicare Advantage, which usually comes with a Part D plan bundled in.

3. Understand what Medicare covers and how to get the most from whichever coverage path you choose.

Okay, I know that third one is really more than one decision. The point is that by breaking down Medicare into smaller decisions, it’s easier to make sense of this sprawling program.

The first big deal is about the confusing rules for signing up for Medicare in the first place. If you get this one wrong—well, how to say this delicately? You will be shafted. I hope the damage won’t be as tragic as it was for Glen. But his extreme case does illustrate a broader point. One of the greatest shocks that many people have when leaving their employer-provided health insurance is how complicated it is even to sign up for Medicare.

Medicare lets people choose a new plan every year should they wish, but few people do, and many of them wind up with plans that cost too much and cover too little. There are lots of other possible paths to make the transition into Medicare, including retiree health plans, temporary coverage after a job loss, and, increasingly, moving into Medicare from one of the state insurance exchanges created by the Affordable Care Act. Growing numbers of people who continue working past age 65 face their own transition into Medicare.

Each of these pathways has its own process and rules that need to be understood. They’re not hard, mind you, but most people, even ones as smart as Phyllis, don’t even know about them. How can you comply with rules, even simple ones, if you don’t know they exist, or where to find them?

There is, not so coincidentally, no coordinated government communications program to let people know about their Medicare options and responsibilities. People approaching their 65th birthdays get flooded with well-wishing notes and Medicare touts from private insurance companies. They often receive nothing from their own government, or, at best, a note for those taking Social Security that they also can sign up for Medicare.

Second, what are the different types of Medicare coverage out there and how can you choose the best plan to meet your needs? The major fork in your health care road is, as noted earlier, the decision whether to buy just Original Medicare or to buy one of the increasingly popular Medicare Advantage (MA) programs. Original Medicare customers also often buy a Medigap policy. Separate chapters on these choices await.

Increasingly, many MA plans also offer dental, hearing, and vision insurance, which are not offered by Original Medicare. They can afford to offer more features while still staying competitive on price because they offer their services through proprietary provider networks of participating doctors, hospitals, other care providers, pharmacies, and even medical equipment companies.

These networks can be cheaper for insurers to operate than the costs paid for medical services in Original Medicare. Original Medicare is a fee-for-service program that allows people to choose whatever caregivers they wish (provided the caregiver accepts Medicare, which not all caregivers do). However, even if MA plans can be cheaper and cover more health needs than Original Medicare, there is no free lunch here, meaning there can be some big downsides to MA plans.

More than 40 million Medicare beneficiaries using both Original Medicare and Medicare Advantage plans also buy a Part D prescription drug coverage. Of all the things that Medicare is authorized to regulate, it is expressly forbidden to negotiate drug prices with pharmaceutical companies. This prohibition is one reason Americans pay the world’s highest prices for drugs. There is a separate chapter here for Medicare prescription drug plans, and perhaps also a special spot reserved in you-know-where for the pharmaceutical companies who have so effectively shaped and then gamed the Medicare drug pricing rules.

Once you’ve figured out how to sign up for Medicare and which mix of coverage you want, I’ll also help you with the third and final step of the process—how you should actually use the insurance you have.

This will include a step-by-step tour of what’s covered and what’s not, plus a walk-through of Medicare’s annual open enrollment period, during which anyone with a Medicare policy can get just about any other kind of Medicare policy they wish.

HOW YOU CAN RULE MEDICARE INSTEAD OF IT RULING YOU

As noted earlier, money plays a big role in Medicare, and there is a separate money chapter here. Part of making your dollars go as far as possible is understanding the extensive government subsidy programs that can defray Medicare costs for lower-income seniors, helping to pay insurance premiums, deductibles, and even copays as well as helping offset the price of prescription drugs. These programs provide assistance based on not only your income but also your other financial resources. But how does CMS define these things? And how can unintentional changes in income affect your eligibility for these programs?

Are there mistakes made by Medicare? Do your Medicare claims get rejected for the wrong reasons? Do your doctors and other health care providers make mistakes when they file their insurance claims on your behalf? Of course, all of these things happen. A lot. Because they do, there is an enormous and enormously complex Medicare appeals process, which is explained in its own chapter, along with details on your extensive rights under Medicare. Now, I hope you’ll never need to use this chapter, but it is here for you (and odds are you will need to use it).

Part of choosing the right Medicare policy or policies is understanding which health care providers you want to use and why. Having access to your preferred doctors continues to be the most important variable that people cite in explaining their Medicare insurance purchases. But there is a big wide world of health care providers out there. Whether it’s a doctor or a hospital or some other provider, how do you choose them? Or, as likely as not, if you’re an adult child of a parent using Medicare, how do you choose the best health providers for your mom or dad? Help is on the way later in the book.

This is not stuff you want to grapple with while a family health crisis is unfolding. In the “old” world of health care, we relied on doctors to tell us what to do. We probably didn’t even know what hospital we’d go to if we became ill. Or what specialists we would see. That’s what the doctor was for, right?

Not so in the new “you’re on your own” world of health care. The good news is that you can call on a growing armada of powerful health care ratings services and tools to help you make informed choices. The bad news is that, as elsewhere in health care, it is hard to know how to use all this information. There are just so many of these tools, and new “big data” about health care are being released all the time.

I have read so much about retirement planning in the past thirty years that my body has involuntary convulsions when the subject is raised. I have read nearly nothing about health care planning. We have a pretty good idea of the health issues people will face in their later years, up to and including the very end of their lives. This is when a lot of Medicare spending occurs, often with little appreciable benefit. We don’t like to discuss these things with family members or, perhaps, admit them to ourselves. This is understandable. But it’s also wrong. So, there is a separate chapter here devoted to helping you build a personal plan for your later-life health decisions. Getting ready to leave life’s stage is important stuff.

There also are oodles of examples and answers to real Medicare beneficiary questions to help explain the often confusing rules and forms that are a plague on so many Medicare beneficiaries. You’ll find a glossary of terms that will help you understand Medicare-ese spoken by the bureaucrats.

You can read the book cover to cover or cherry-pick topics. There is repetition and then emphasis on the repetition because you need to know this stuff to make the best possible use of Medicare.
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LEAVING THE HEALTH INSURANCE HERD



You’re on Your Own Now

Is Medicare complicated and often opaque and impenetrable? You bet. But the larger story here is that all health insurance is complicated and often opaque and impenetrable. Many of us have been shielded from this unpleasant reality by our employer group health plans. They had to navigate this complexity, not us. We just had to pay a premium, usually reduced by an employer subsidy (so we didn’t really know what health insurance cost). Usually, we got plain-vanilla health coverage and that’s all we expected. Maybe, if we worked for forward-thinking employers or had gilt-edged union benefits, we would get a little choice—Neapolitan ice cream health insurance. But that was it. The complexity was there all the time. Ask anyone without employer health insurance who has had to navigate this system. It can be a nightmare. But we were spared.

This false sense of simplicity began disappearing sometime ago. Employers, burdened by rising health care costs and often facing new and lower-cost global competition, started loading more health care costs onto their employees. Borrowing a page from their 401(k) retirement playbooks, they began shifting more and more health care decisions onto us. No wonder that surveys by benefits insurer Aflac found that employees do not understand their health benefits, spend little time trying to do so, and, according to one report, would rather clean their toilets or complete a tax return than grapple with this topic.1

The trend has accelerated since passage of the Affordable Care Act. The ACA, of course, has created state health exchanges and, as it turns out, navigating them is a lot like shopping for Medicare coverage. Believe me, this is no compliment to the exchanges! But it does mean that more and more Americans will be making the transition to Medicare from a health insurance product that is similar to it.

WHY DOES ORIGINAL MEDICARE FEEL LIKE ORIGINAL SIN?

It also means, however, that more and more of us, used to the false simplicity of employer health care, will be on our own. Based on the record to date, it is not a pleasant experience and we have been struggling with it. We are, thank goodness, getting better at it, and so are the private health insurers who sell Medicare Advantage (MA) plans, Medicare Part D drug plans, and private Medicare supplement policies, also known as Medigap. But most people just use Original Medicare.

There are no private insurers or big marketing and communications staffs helping you make sense of Original Medicare. This job is done largely by CMS, directly and through contractors it hires. The result is often a communications vacuum. Social Security handles a major administrative load for Medicare, and its level of clarity also leaves a lot to be desired. But at least Social Security does this through its own employees, not cadres of hired outside contractors.

As mentioned, Original Medicare includes Part A for hospital insurance and Part B for doctors, outpatient expenses, and medical equipment. Both parts cover lots of other things as well, which will be explained in Chapter 5. For now, just keep in mind that Part A is free for people who have enough Social Security earnings (40 quarters) to qualify to receive Social Security retirement benefits. Even if they don’t, they qualify for free Part A if their spouse or even ex-spouse qualifies. (It’s not well known, but people who do not qualify for free Part A are entitled to buy an ACA exchange plan instead of Medicare when they turn 65.) Part A is a terrific benefit but it also has some holes, which I’ll get to in due course.

Part B is not free, but requires a monthly premium that is set each year by CMS. For people receiving Social Security, Part B premiums are deducted from their monthly Social Security payments. This has led to some serious problems in recent years that are explained in Chapter 9.

This is as good a place as any to point out something that everyone knows if they stop to think about it, only many folks don’t stop to think about it. These Part B premiums are what an individual must pay each month. If someone is married and both spouses are signed up for Medicare, there is no family plan. Each spouse must pay the premium. Ditto with other Part B charges. People are so used to getting family or couple’s health insurance at work that they may overlook this simple yet fundamental difference in Medicare. Yet it can throw some households for a loop, particularly if they have kids who are still covered on an employer health plan when their parents retire and begin taking Medicare.

CMS cares about Part B premiums but, as with many other aspects of Original Medicare, does not do a good job of reaching out to beneficiaries to let them know about the kinds of unforeseen changes that occur with these premiums and other crucial aspects of Original Medicare. You can, in theory, find out nearly everything you need to know by going to Medicare.gov and spending endless hours hunting for information that you didn’t know you needed to know. Finding a needle in a haystack is tough enough, but at least you know what the needle looks like. What if you don’t? Or if no one tells you to look for the needle in the first place? Or how to find it?
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MEDICARE ADVANTAGE COULD BECOME OUR PREFERRED CHOICE

MA plans already look a lot like ACA exchange plans, and the two will morph in ways that make them increasingly alike. The insurance industry wants this, of course, because it sells and manages MA plans as well as exchange plans. It would like to move people from exchanges onto Medicare as easily and seamlessly as possible. So, while Original Medicare now has more than two-thirds of the Medicare market, this ratio might be flipped in the next 10 to 15 years.

The freedom of choice provided by fee-for-service Original Medicare to beneficiaries comes at a financial cost. The reason is as obvious as the phrase. Fee-for-service means that health care providers get paid for the surgeries, care, and other health care services they provide. It says nothing about whether all this health care is needed or even in the best interest of the patient.

Medicare Advantage health networks, by contrast, can be cheaper providers of care than can fee-for-service Medicare. Insurers can control costs more effectively by assembling their own groups of doctors, hospitals, and other service providers. Cheaper health care, not surprisingly, has its own downsides. Provider networks are so important to the present and future prospects of Medicare beneficiaries that they merit their own chapter (12) later in this book.

ARE YOU READY TO LEAVE THE MEDICARE HERD?

If networks are favored on cost grounds, they also are increasingly preferred as mechanisms that are better structured than Original Medicare to provide coordinated care programs to Medicare patients. The ACA and Medicare are both moving aggressively to tie insurer and provider reimbursements to overall beneficiary health and satisfaction. Providing and—of equal importance in the bureaucratic world of health care—measuring the quality of medical care is something that Medicare Advantage provider networks are built to do. This could be a good thing but not if less expensive and more targeted health care translates into inferior care.

But leaving the health care herd is not all bad news. It doesn’t just mean we’re on our own. It also means the health care system is changing so that we can and should expect care that is tailored to our personal needs. This will be more and more possible and, eventually, individualized health care will be the standard of care we expect. But it’s not the default standard today, not by a long shot. To demand what’s theirs and get it, Medicare beneficiaries need to know how to operate in today’s world of health care.

Today, managed care is where it’s at. And while managed care and health maintenance organizations (remember them?) were rightly criticized in years past, they not only deserve a second look but deserve your most serious consideration as a potentially superior (with the emphasis on potentially) way to provide you better health care at lower prices.

OF JAMS AND MEDICARE HEALTH PLAN CHOICES

Sheena Iyengar2 is a leading expert in how people make choices. One of her most famous experiments involved a food store where shoppers were asked to taste a new line of 30 jams on a display table and told they would get a dollar off on any of the new jams they later chose to buy. A few days later, the store repeated the promotion, but instead of displaying 30 flavors of jam, only 6 were on the table. Because all Get What’s Yours for Medicare readers are above average, you probably already know the answer to this story. People tended only to look at jams when there were 30 on display but the level of actual jam sales was 10 times higher at the table where only 6 were offered. Too much choice, it seems, is a bad thing. People’s minds are overloaded, and they often respond by shutting down and doing nothing.

So it is with Medicare or, more precisely, the various Medicare insurance products offered by private insurers. More than 2,000 Medicare Advantage plans were offered in different markets across the country in 2016, with the average consumer having a choice of 19 plans—21 for those in urban markets and 11 for people living in nonmetropolitan counties. Most of these plans included coverage for Part D.

The choice among Part D drug plans was even more extensive, which of course means worse in terms of consumer confusion. More than 40 million Medicare beneficiaries purchase such plans. Part D plans are voluntary per Medicare rules, which strikes me as a really bad idea. Who except the 1 percenters can afford to pay for their own meds? Yet while Medicare is telling people they are not legally required to have Part D plans, it will sock them with potentially enormous penalties should they fail to enroll in the plans when they first take Medicare.

Medicare slices up the country into 34 regions for stand-alone drug plans. I don’t even want to try to reconstruct how the bureaucrats came up with this number or agreed on the boundaries. Nearly 900 such plans were offered across the country in 2016, and while the number has been declining, it still amounted to 26 stand-alone Part D plans in each region. About 40 percent of people get their Part D plans bundled in with their MA plans, so if you have an MA plan, your choices will differ.

Whatever the exact number of plans you can choose from, it’s clear there is too much jam on the Medicare table for people to make good choices. Behavioral psychologist Barry Schwartz teaches at Swarthmore College and is the author of The Paradox of Choice: Why More Is Less.3 “People make worse decisions when there are lots of options,” he told a meeting about Medicare policy choices convened by the Kaiser Family Foundation, which tracks all flavors of health care. “This is especially true when the things people are deciding about are multi-dimensional and complicated, as for example, choice of a prescription drug plan or a health insurance plan.” Lots of research has been done that supports the conclusion that people make poor Medicare Advantage and Plan D choices because they are presented with too much of what might otherwise be considered a good thing.

The other thing that happens when we have the option of choosing among lots of things, Schwartz said, is that we think we should make the best choice because there are so many good options. Instead of empowering us to move forward, we tend to become paralyzed because we have little confidence that we have what it takes to choose the best option.

I am convinced this confusion is the dominant reason why so many people do not venture beyond Original Medicare. It also is the reason that they are so reluctant to switch Medicare coverage in later years.4

MEDICARE POLICIES CHANGE; SO SHOULD YOUR CHOICES

MA and Part D drug plans can change a great deal from year to year. This year’s cheapest plan may not be the cheapest next year. The prices of drugs in what are called plan formularies can change a lot. (This just in from Glossaryland: Formulary is a key concept in health coverage. It describes a health plan’s list of covered drugs.) A drug covered one year by a plan may not even be in its formulary the next year. Or it may have shifted to a different pricing category, or “tier,” in the plan.

Medicare users generally don’t pay a lot of attention to such detailed shifts. As a result, many pay more money for coverage that may be inferior to what’s available at a lower cost. Later chapters will tell you exactly how to become comfortable with Medicare insurance policies, including the key aspects of coverage and how to understand and compare them. By spending at most a few hours a year looking at new Medicare options during each fall’s open enrollment period, you can become a savvy shopper for better Medicare coverage.

HEALTH INSURANCE 101

Justin Sydnor, an economist at the University of Wisconsin, had an unusual real-world opportunity to learn how consumers actually choose health insurance.5 A big company with more than 50,000 employees was trying a different approach to employee benefits that included having people sign up for health insurance from an extensive menu of some 50 insurance policies. These weren’t Medicare policies but findings apply to insurance choices made in the Medicare space.

The company is not identified, and I’m sure would be mortified should its identity be known. The reason is that it created an abysmal set of health insurance plan choices. By mistake, for example, the company offered a number of plan choices where the level of insurance (that is, how well the policy covered a person’s health needs) was the same but the prices for the policies differed, often by a lot. So, all that employees had to do to make a smart choice was to pick the cheapest policy. They did not need to go into the details of what was covered or under what circumstances.

Still, faced with this unintended set of easy choices, employees overwhelmingly made the wrong choice. In other words, they did not understand the policies’ pricing variables well enough to figure out the cheapest policy. In so doing, they revealed a lack of insurance literacy that was alarming. So, let’s go over this topic to make sure you know these important basics.
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