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The popular theories being floated 
around in today’s media are designed 

to convince us that Medicare Advantage 
plans are bad for America. In truth, 
Medicare Advantage plans are the only 
chance we have as a society to insure adequate 
benefits will be available for our future Medicare 
beneficiaries.
 In addition, if you believe all of the 
propaganda coming from our elected of-
ficials, greedy insurance companies are 
getting fat and happy accepting Medicare 
reimbursement rates as high as 19 percent 
above the traditional fee-for-service rates 
set in original Medicare (Parts A and B). 
In truth, Medicare Advantage plans are 
funded more than traditional Medicare, 
but there is a very good reason why, which 
is the other side of the Medicare story that 
has not been told.
 If you accept the fact that Medicare 
Advantage plans and the agents who rep-
resent them are bad apples, think again. If 
your business customers were 99.5 percent 
satisfied with you, do you think you would 
be wildly successful? In truth, Medicare 
beneficiaries in all types of plans are 99.5 
percent satisfied; that means only .5 percent 
of the 43.5 million-plus Medicare beneficia-
ries bothered to file a complaint with the 
Centers for Medicare and Medicaid Services 
(CMS). Of the complaints that were filed, a 
fraction of the complaints were legitimate.

So What Is All the Fuss About?
 Medicare (and health insurance) is a 
political football. The aging baby boom-
ers are currently contributing more tax 

F O C U S  

Medicare: 
The Other Side 
Of The Story

www.brokerworldmag.com

dollars to the Medicare Trust Fund than 
they ever will again in our lifetime. In 
2011, the first baby boomers will become 
eligible for Medicare, and many of them 
will retire, no longer contributing to 
the tax base. Instead, they will become 
consumers of the Medicare system and 
begin to tap into the very funds they 
contributed to Medicare for more than 
40 years.
 Within a few decades, we will suffer 
massive deficits caused by Medicare, 
Medicaid (welfare—long term care) and 
Social Security. There is simply not a way 
to finance the Medicare system long term 
by raising taxes. Even if taxes were raised 
by 50 percent of the current rate, there still 
would not be enough money to fund the 
Medicare Part A Trust Fund for the long 
term. The current Part A trust is expected 
to pay more than it takes in by 2019, and 
some are estimating this will begin to occur 
as early as 2016.
 This is precisely why Medicare Advantage 
plans must be included in the solution to 
how we get past this gigantic “pig in the 
python” about to happen, which could 
result in a socialistic economy and set the 
stage for a single-payer health care system. 
A mathematical explanation will illustrate 
the truth, the other side of the story that 
you need to know and, more important, 
that you need to share.

Point 1: Premiums Versus Actual Costs
 Consider the figures in Table 1. Note the 
amount of taxers necessary to finance one 
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person’s Medicare Parts A and B benefits; 
then look at the actual premiums being 
deducted from Medicare beneficiaries’ 
Social Security checks for Parts B and D. 
Yes, that’s right—only one-fourth of the 
total cost—$96.40 for Part B and $121.44 for 
Part D. (The government or the taxpayers 
foot the other 75 percent of the bill.)
 When Medicare beneficiaries elect to 
enroll in a Medicare Advantage Plan, they 
are guaranteed to have everything cov-
ered in Part C (the Medicare Advantage 
program) which is required by law to 
include everything covered in Parts A and 
B. In fact, Medicare Advantage plans tend 
to cover more than the original Medicare; 
often you will find additional benefits in 
Part C that are limited or excluded in the 
original Medicare. These extra benefits 
typically include dental, vision, hearing, 
personal care items, gym memberships 
and transportation to doctors’ offices and 
pharmacies.

Point 2: Proactive Versus Reactive
 Original Medicare represents a reactive 
claims payment system. When a beneficiary 
becomes sick and is hospitalized, claims 
are submitted to Medicare and get paid 
accordingly to the DRG (diagnostic related 
groups) system. There are very few preven-
tive care benefits in original Medicare that 
might have prevented the hospitalization 
in the first place. If not for the Medicare 
Modernization Act, there would be even 
fewer preventive care benefits, which is 
still not much when compared to the ro-
bust Medicare Advantage preventive care 
benefits.
 In comparison, Medicare Advantage 
benefits for preventive care are robust. 
Medicare Advantage plans are geared 
for preventive care maintenance, offering 
a proactive approach to wellness. Most 
preventive care procedures feature zero 
dollar co-pays, encouraging beneficiaries 
to take advantage of early detection, thus 
preventing costly, long term chronic ill-
nesses. Preventive maintenance is a key 
component to preventing larger claims 
down the road, which will ultimately save 
taxpayers money.

 In essence, Medicare Advantage plans 
encourage wellness and prevention, 
something original Medicare does very 
poorly.

Point 3: Transferring the Claim Risk
from Taxpayers to Private Health
Insurance Companies
 Let’s take a look at the real reason why 

Medicare Advantage plans must remain a 
part of Medicare’s future financing. Consider 
the claim example in Table 2, a typical 
$100,000 hospitalization that lasts five days.
 Are we blind to the truth? Apparently 
so, otherwise more Americans would un-
derstand that this claim example tells the 
other side of the story.
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Table 1
Medicare Premiums Versus Actual Costs

 Original Medicare Medicare Advantage

Part A $443.00 —

Part B Premium $96.40 — 
 Actual Cost of Coverage $385.60

Part D $30.36 — 
 Actual Cost of Coverage $121.44

Total Monthly Cost $950.04 $950.04

Total Yearly Cost $11,400.48 $11,400.48

Private Fee for Service Funded — $13,566.57 
 +19% more  ($2,166.09 more)

PPO Funded — $12,768.54 
 +12% more  ($1,368.05 more)

HMO Funded — $12,540.53 
 +10% more  ($1,140.05 more)

Table 2
Claim Comparison

 Original PPO Medicare
 Medicare Advantage Plan

Part A Deductible   $1,068.00 $200 daily copay
 (about 1% of claim) 5 days = $1,000.00

Part A Trust Fund Pays  $98,932.00 —

Total Claim $100,000.00 $100,000.00

PPO Med. Advantage Premium —  $12,768.54

Total Copay —   $1,000.00

Balance Due —  $86,231.46

Taxpayer Relief —  $86,231.46
  (paid by carrier!)
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 The problem, however, is that we as 
an industry are not doing a very good 
job of organizing our thoughts and then 
actively communicating these thoughts to 
our Medicare beneficiaries, elected officials 
or our carrier partners.

Point 4: Exposing the Fraud
 In her book “The Top Ten Myths of 
American Health Care,” Sally Pipes, presi-
dent and CEO, Pacific Research Institute, 
details how “government itself is the 
middleman.” She observes: “Studies show 
that Medicare officials waste as much as 
$1 out of every $3 the Medicare program 
spends.”
 During the 2008 election campaign, 
President Obama said Medicare Advantage 
“plans are overpaid by as much as $15 bil-
lion a year.” He pledged to rein them in, 
saying that the government is paying for 
a service it provides cheaper on its own. 
Allow me to counter that with my own 
research: Medicare fraud is a $60 billion 
per year problem!

Point 5: The 80/20 Rule
 Medicare uses an extraordinary amount 
of taxpayer dollars to pay for chronic 
illnesses. The private marketplace has 
addressed these chronic illnesses by 
designing special needs plans, a type of 
Medicare Advantage plan intended to 
help manage chronic diseases like conges-
tive heart failure ($432 billion per year), 
diabetes ($174 billion per year), lung 
diseases ($154 billion per year) and cogni-
tive impairments ($148 billion per year). 
According to Dan Weston, director of 
external advocacy for GlaxoSmithKline, an 
estimated three out of every four taxpayer 
dollars spent by CMS go toward paying 
for one of these diseases. It’s just common 
sense to transfer the risk to private health 
insurance companies where preventive 
care benefits and other services are tailored 
to manage these diseases. Clearly original 
Medicare is not geared to prevent or man-
age these diseases; Medicare Advantage 
plans do a much better job of proactive 
health care supervision.

Point 6: Insurance Agents—
The Answer, Not the Problem!
 Medicare is often seen by the general 
public as a complex mystery. Intelligent, 
professional insurance agents are able to 
counsel with Medicare beneficiaries to 
help them make important decisions that 
have been carefully explained. The wrong 
prescription drug plan (PDP, Part D of 
Medicare) could result in thousands of ex-
tra dollars out of pocket to the beneficiary. 
Using Medicare’s website (www.Medicare.
gov) to help beneficiaries choose the PDP 
that best meets their prescription usage is 
a simple way to earn trust.
 Sometimes this process ends without the 
agent getting paid, because there are so 
many PDP plans. Yet, agents must complete 
the certification process for each PDP they 
represent. Furthermore, agents must com-
plete meticulous regulations that govern 
how appointments must be set; otherwise 
they could face fines up to $25,000. Who 
wants to spend all of that time just to get 
paid $20 to $40?
 You begin to wonder why agents would 
even risk trying to help Medicare beneficia-
ries. Why? Because that’s their job—helping 
people make the right decisions by match-
ing a person’s needs with a product that 
addresses their concerns. And we all know 
that helping clients make the right choices 
builds relatinoships of trust that could earn 
future business.

Point 7: Agents Are Not Viewed Favorably
 Assume you help a client select Medicare 
options and the ID cards arrive on time. 
Everyone is satisfied, but then a new disease 
is diagnosed and new (expensive) medica-
tions are prescribed which are not covered. 
When no exception is approved, the client 
becomes upset to find that plan changes 
cannot be made until the next AEP (annual 
election period). That is like speaking a 
foreign language to a Medicare beneficiary, 
which brings on more confusion coupled 
with embarrassment and anger.
 There are few additional options other 
than pleading a total misunderstanding of 
the benefits and possible misrepresentation 
by the plan or agent.
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Point 8: Salvage Medicare Options,
Grass Roots Style
 Your industry needs your help. Encourage 
your clients to submit positive Medicare 
Advantage testimonials to their elected 
officials—and do it now. They should also 
be encouraged to write to local newspapers 
and submit editorials. At this point, time 
is wasting!
 Reducing Medicare Advantage funding 
and increasing agent scrutiny has begun 
to dissolve the confidence people have 
with Medicare Advantage plans. This will 
lead to fewer options for the beneficiaries 
we serve.
 Medicare beneficiaries deserve as many 
options as possible!
 Go forth and tell The Other Side of the 
Story! ˛


