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Health cost balancing act 

Families struggle to keep up with medical debt amid out-of-pocket expenses, high-deductible plans
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Patricia Gestner saw decades of thrift — the savings bonds that her late husband bought every other week in increments of $100 and $200 — lost to medical bills. 

Each month, Gestner, 64, sends $400 to Beloit Memorial Hospital. 

She has paid more than $43,000 so far, and she still owes the hospital $73,000. 

"I’ll be paying on that hospital bill probably the rest of my life," she said. 

Gestner, a retired factory worker who lives in Milton, is among the growing number of Americans overwhelmed by medical bills. Increasingly, those numbers include people who have health insurance or, as in Gestner’s case, policies that provide only limited coverage. 

An estimated 57 million Americans were in families that had problems paying bills last year, according to a report from the Center for Studying Health System Change, a Washington, D.C., research group. 

Almost one in five families, 19.4%, reported problems in 2007, up from 15.1% in 2003. That’s an estimated increase of more than 14 million people, according to the household survey. 

Part of the increase stems from health plans with higher deductibles and other out-of-pocket expenses. But it also reflects broader trends in the economy, including stagnant wages and the low savings rate. That could be an ominous sign as the country faces the prospect of a painful recession. 

Some health care systems in the Milwaukee area already are seeing the effects. 

• Aurora Health Care’s bad debts were up 28% through September of this year. 

• Wheaton Franciscan Healthcare’s bad debts were up 30% for the fiscal year ended June 30 

• Columbia St. Mary’s bad debts were up 36% for the fiscal year ended June 30. 

The increase comes even as hospitals are putting in more generous charity care policies and discounts for people without insurance. 

"The economic pressures on families are increasing, not only from medical bills but from other things as well," said Peter Cunningham, a senior fellow at the Center for Studying Health System Change. 

Those pressures aren’t limited to families without health insurance. 

The survey by the center found that more than one in seven families insured through an employer, and one in five who bought insurance on their own, reported problems paying medical bills. 

That trend, too, can be seen in the Milwaukee area. 

Workers paying more 

Wheaton Franciscan Healthcare estimates that people with health insurance now account for half of its unpaid medical bills. And Froedtert & Community Health estimates that 28% of its bad debts come from people who are insured. 

"It’s significant, and I predict over time it will grow," said Jeff Van De Kreeke, senior vice president of finance for Froedtert & Community Health. 

An estimated 18% of workers who get health insurance through an employer had deductibles of at least $1,000 this year, according to a survey by the Kaiser Family Foundation, a health policy research organization, and the Health Research & Educational Trust, an affiliate of the American Hospital Association. 

Employers nationally are still paying roughly the same percentage of the total cost. But premiums have more than doubled since 1999 while providing less coverage. Workers’ hourly wages, in contrast, have increased 34% in that time. 

This means that a larger share of workers’ paychecks are going to cover their portion of premiums at the same time that they face higher out-of-pocket expenses. 

"What other essential goods and services do you give up to pay for health care?" said Alan Monheit, a health economist and professor a the School of Public Health at the University of Medicine and Dentistry of New Jersey. "Many families are in that kind of bind." 

Further, some employers are moving to health plans that can saddle families with sizable medical bills. 

Paul Miota of Menomonee Falls found that out when he had to pay roughly $8,000 last year to cover his share of the cost of outpatient surgery. 

That was on top of the $425 a month, or $5,100 a year, that he was paying as his share of the premium. 

"I bought the best insurance I could," Miota said. "I got this bill and I asked, ‘What did I do wrong?’ " 

Miota eventually took out a bank loan to pay off his medical bills, but the debt made for a lean holiday. 

"You can buy insurance," he said, "and as long as you don’t get put in the hospital, you can get by." 

Miota’s health plan had higher out-of-pocket expenses than most. But even smaller deductibles, such as those ranging from $1,000 to $2,500, can be a setback. 

"A lot of people don’t have that kind of cushion," said Cunningham of the Center for Studying Health System Change. 

More people also are stretched to maintain their lifestyles. 

"Part of the issue is that families have not been saving money," Monheit said. "This is not to point a finger at anyone. It’s just an economic fact of life." 

Vulnerable uninsured 

People without health insurance are the most vulnerable. That number is expected to increase as more people lose their jobs and, consequently, their health insurance. 

The Center for Studying Health System Change’s survey found that 34.4% of the families without coverage reported having problems paying medical bills. The survey went to 18,000 people and had a response rate of 43%. 

Gestner never planned to be without coverage. 

She decided to retire in January 2007 at 62 after having both knees replaced the previous year. She loved her employer, Hufcor Inc. in Janesville, but the factory’s cement floors were hard on her knees. 

Gestner, who has an income of $25,000 a year, initially planned to buy the health insurance offered by Hufcor. But when the cost increased to $850 a month, or $10,200 year, she decided to buy insurance on her own — only to find out that no one would insure her because she had high blood pressure. 

The only policy she could get was one that limited benefits to $7,500 a year. She also had a similar policy from her former employer that paid a maximum of $4,000 a year. 

That was scant coverage for what would follow. 

In November of that year, she began a costly treatment plan that including removing the artificial joint in her left knee, six weeks on intravenous antibiotics that cost $11,100, and then a second surgery to replace the artificial joint. 

The bills after discounts came to more than $120,000. Her surgeon waived most of his fee, but the hospital offered no help. 

She wrote to the hospital’s chief executive asking for a discount on the bill. In his reply, he didn’t offer a discount but suggested she fill out a form on her finances. Gestner never did that. 

"I just figured they were not going to help me because I had too much money, even though at that point I had been tapped out," she said. 

Dave Bolen, vice president of finance for Beloit Memorial Hospital, said Gestner may qualify for charity care or a sliding-scale discount given the size of her bill. 

For now, Gestner is considering going back to work. She also is paying $200 a month to her doctors, who she owes $2,100, and $400 a month to the hospital. 

"I’ve always paid my bills," she said. 
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