Medicaid and Medicaid-Financed Nursing Center Services are
Cost Effective for Key Populations
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that such avoidable hospitalizations result in higher costs to Medicare and Medicaid. The findings
also suggest that “HCBS as currently designed may not be a full substitute for institutional long term
services and supports from a medical standpoint.”®

Finally, Medicaid spends a lower percentage on administration than private insurance. The
Medicaid program’s administrative cost proportion is less than two-thirds that of private insurance
(Figure 3). While administrative costs are necessary to assure accurate claims payment, eligibility
determination, and fraud prevention, most health care program spending should go directly to care.

When combined with the slower growth in costs per enrollee, the lower cost per enrollee, and
lower administrative costs, it is clear that the Medicaid program is cost effective.

Figure 3. Medicaid
Administrative Costs are 60%
Those of Private Insurance

14.0%
? 12.1%

12.0% +——
10.0% +—
8.0% +—
6.0% +——— ———— —

7.4%

4.0% +— S —
2.0% . —

0.0% T )
Private Insurance Medicaid

Sources: Office of the Actuary (OACT), CMS,
National health expenditures by type of service
and source of funds, January 2012; OACT,
National Health expenditure accounts:
Methodology paper, 2010, 2012.

Community-Based Services Waiver Programs. RTI International for the Centers for Medicare and Medicaid
Services. August 2010.
® Ibid.



