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SESSION OVERVIEW
This meeting will consider Medicare beneficiaries with
chronic conditions, focusing on their prevalence, cost, utili-
zation patterns, needs, and preferences. It will address the
significant financial, statutory, and regulatory barriers to
chronic care facing the Medicare program and its provid-
ers. Discussants will weigh recommendations developed by
a panel of experts for building a better chronic care system.
They will also discuss various options and demonstration
projects being pursued by members of Congress and the
Centers for Medicare and Medicaid Services.

Medicare and Chronic Conditions:
Breaking Down Barriers to Better Care

The Medicare population has changed since the program was en-
acted in 1965. Due to advances in medical science and technology,
aged beneficiaries now live longer than previous generations, but
they also have an increased likelihood of living with one or more
chronic conditions. And enrollment of nonelderly individuals with
disabilities is rising rapidly, increasing 18.6 percent between 1995
and 1999.1

Chronic conditions are pervasive among the Medicare population.
Nearly 80 percent of Medicare beneficiaries have at least one of the
following chronic conditions: stroke, diabetes, emphysema, heart
disease, hypertension, arthritis, osteoporosis, broken hip,
Parkinson’s disease, and urinary incontinence. Almost 63 percent
of beneficiaries have two or more conditions; of this group, almost
one-third have five or more chronic conditions.2

Yet the Medicare program is not designed to meet these beneficia-
ries’ needs. Good chronic care has been characterized as continuous,
multidisciplinary, accessible, coordinated, and patient-centered.3  But
Medicare beneficiaries with chronic conditions typically receive frag-
mented health care from multiple providers and multiple sites of
care.4  The costs to the program are substantial. There is a strong
pattern of increasing utilization as the number of conditions increases.
A recent analysis using 1999 Medicare claims data showed that al-
most 32 percent of Medicare beneficiaries have four or more chronic
conditions and drive almost 79 percent of program spending.5
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Geared toward acute, episodic care, the basic structure of Medicare
coverage and payment policy makes the program resistant to change.
Medicare rewards high-tech providers and treatments, when people
with major chronic illnesses actually want and need education, emo-
tional support, care coordination, and follow-up.6  Original Medicare’s
fee-for-service reimbursement is based on payment to individual pro-
viders, with particular emphasis on physicians. Reimbursement is
most frequently tied to discrete services such as office visits and
procedures. These policies discourage a team approach to care and
provide little incentive to keep beneficiaries well.

Medicare statute and policies do not support coverage for many
benefits and services vital to those with chronic conditions, such as
outpatient prescription drugs, sensory aids, or custodial care. Medi-
care payments are prohibited for services that “are not reasonable
and necessary for the diagnosis or treatment of illness or injury or
to improve the functioning of a malformed body member.”7 Medi-
care providers and contractors often interpret this provision to mean
that they may deny care when the beneficiary’s condition is stable
or when maintenance services are needed, which creates problems
for those with chronic conditions.8  For example, rehabilitative ser-
vices often are not covered when their goal is to maintain or slow
the deterioration of function. Home health services covered by
Medicare are limited to beneficiaries who are “homebound” and in
need of “skilled” services on an “intermittent basis.” Coverage
policy on durable medical equipment requires that the equipment
be used primarily in the home, so that access is limited for those
who prefer to be more independent. Patient-support services such
as family education and phone calls or e-mails between office visits
generally are not reimbursed at all.

To address these problems and consider potential solutions, the
National Academy on Social Insurance (NASI) convened an inde-
pendent, bipartisan panel of experts. The study panel recently re-
leased its report, Medicare in the 21st Century: Building a Better Chronic
Care System, (available at http://www.nasi.org). The report pro-
vides an overview of Medicare and chronic conditions, reviews
past initiatives to improve care for people with chronic conditions,
and lays out recommendations for change.9

The panel set a new vision for Medicare to improve care and fi-
nancing for those with chronic conditions and then proposed rec-
ommendations to move toward that vision. Recommendations in-
clude the following:

■ Provide beneficiaries with financial protection from chronic
conditions (for example, add an annual cap on out-of-pocket
expenditures for covered services).

■ Support the continuum of care beyond those services presently
covered by Medicare (for example, add prescription drug cover-
age, relax the homebound requirement, cover durable medical

Medicare statute and
policies do not support
coverage for many ben-
efits and services vital to
those with chronic con-
ditions.
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equipment with the specific intent of maintaining and restoring
function).

■ Promote new models of care (for example, use graduate
medical education funding to support chronic care training, risk
adjust evaluation and management codes).

■ Strengthen the role of the Centers for Medicare and Medicaid
Services (CMS) as a purchaser of care (for example, designate
Medicare Partnerships for Quality Service demonstration [formerly
called Centers of Excellence] for select chronic conditions).

■ Support enhanced information systems (for example, foster
electronic systems that track beneficiaries across multiple provid-
ers and care settings).

■ Implement and support funding for research and demonstra-
tion projects (for example, redefine budget neutrality for the
purpose of approving proposed demonstrations).

SPEAKERS AND DISCUSSANTS
As Congress and the Bush administration begin to explore ways to
improve beneficiary care in traditional Medicare, the NASI recom-
mendations lay the groundwork for fruitful discussion. Robert
Berenson, M.D., will begin by presenting the clinical characteristics
of Medicare beneficiaries and the barriers to chronic care manage-
ment in Medicare. Berenson is an independent consultant who works
primarily with organizations such as AcademyHealth, the Center for
Studying Health System Change, the Urban Institute, and the Na-
tional Health Policy Forum. Previously, he was director of the Cen-
ter for Health Plans and Providers within the Health Care Financing
Administration (now known as CMS) in the Clinton administration.

David Blumenthal, M.D., M.P.P, served as chair of NASI’s Study
Panel on Medicare and Chronic Care in the 21st Century. He will
describe the panel’s vision for Medicare to improve care and fi-
nancing for beneficiaries with chronic conditions and present rec-
ommendations to move toward that vision. Blumental is director,
Institute for Health Policy, and physician at the Massachusetts Gen-
eral Hospital/Partners HealthCare system in Boston.

These presentations will be followed by responses from three dis-
tinguished speakers:

Stuart Guterman is the director of the Office of Research, Devel-
opment, and Information at CMS. He will discuss a series of dis-
ease management demonstrations being undertaken by CMS (for
more information, see http://www.hhs.gov/news/press/2003pres/
20030227.html).

Joel White is a professional staff member of the House Ways and
Means Subcommittee on Health, chaired by Rep. Nancy Johnson

As Congress and the Bush
administration begin to
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(R-Conn.). He will discuss Johnson’s priorities regarding chronic
disease management in the Medicare program.

Terri Shaw is a professional staff member for Rep. Pete Stark (D-
Calif.), ranking member of the House Ways and Means Subcom-
mittee on Health. She will discuss Stark’s priorities regarding coor-
dinated care benefits in the Medicare program.

KEY QUESTIONS
The discussion will center on the following questions:

■ What is the general prevalence and cost of chronic conditions?
What are the utilization patterns of Medicare beneficiaries with
multiple chronic conditions?

■ What are the chief legal and administrative constraints to
providing better chronic care in Medicare? How do these barriers
differ between fee-for-service and Medicare+Choice?

■ Of the NASI panel’s recommendations, which could be imple-
mented immediately and which would take longer? Which would
require congressional action? What resistance might exist in the
provider community?
■ What are the cost implications of these recommendations?
What are the political implications?

■ Which of these recommendations will be tested by the disease
management demonstrations being undertaken by CMS?

■ How might these recommendations be incorporated into
broader Medicare reform?
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