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Senator Coburn
10.	The new government plan proposed by Democrats is supposed to control costs by reducing the profits of insurance companies.  Fortune Magazine found that the top 14 insurers earned a combined $8.61 billion in 2008.  That may seem like a lot of money, but consider that Medicare lost an estimated $60 billion – seven times as much money – to fraud as those insurers earned in profits.
Moreover, GAO labeled Medicaid a “high risk” program, finding $32.7 billion in improper payments in 2007 alone – 10 percent of the program’s total spending.  So the Medicare and Medicaid “public plans” lose more than $90 billion dollars to fraud each year – ten times the profits of the major insurers.
Question: If the new government plan is anywhere close to the size of either Medicare or Medicaid, experience demonstrates that taxpayers will lose far more to fraud than they will save in eliminating insurer profits.  Is that a good investment for taxpayers?

Answer:        
As you know, the public option would be one option among numerous private options within the health exchange. According to an analysis by CBO, 30 million Americans would participate in the exchange but only 6 million would participate in the public plan, meaning that 4/5 of people enrolled in the exchange would opt for private coverage.  Medicare and Medicaid have a combined enrollment of roughly 98 million Americans, significantly greater than the 6 million estimated to participate in the public option.  Fraud is an issue the Administration is addressing in both Medicare and Medicaid, but the public option will have significantly fewer participants than other public programs.  
The Administration has been clear that cracking down on Medicare and Medicaid fraud is a top priority.  In providing health care to 98 million Americans, CMS expends over $700 billion per year on health care expenditures for Medicare, Medicaid, and the Children’s Health Insurance Program.  Medicare alone pays $431 billion in claims a year and processes 4.6 million claims each working day.  In programs of this size and scale, even a small fraction of dishonest people can cost the taxpayers a significant amount of money.  We will not allow a few unscrupulous individuals to be the reason millions of Americans are denied access to health care.
Keep in mind that fraud and abuse is not limited to federal health insurance programs.  In fact, the $60 billion figure you cite is from the National Health Care Anti-Fraud Association and it relates to the health care system overall, both private and public.  It is not a Medicare-only fraud number.   The Administration does not currently calculate a “fraud rate” for Medicare or Medicaid.  We do know that health care fraud is a national problem that requires collaboration among private and public entities. Experts agree that the most effective way to eliminate fraud is to stop it before it ever starts.  The Administration is making program integrity and fiscal oversight a high priority at CMS.  
The health reforms under discussion in Congress, accomplished through a partnership of private insurance plans and public programs, give new authorities for fighting fraud in Medicare and Medicaid, and provide opportunities for ongoing collaboration between the public and private sectors.  The Administration takes our responsibility as a steward of taxpayer funds very seriously and are working to ensure that neither Medicare, Medicaid, nor any future public program is an easy target for unscrupulous individuals and criminal elements whose intent is to perpetrate fraud.
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