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SECOND CLASS CITIZENS:
ILLINOIS’ RURAL UNINSURED
AND THE HOSPITAL
UNINSURED PATIENT
DISCOUNT ACT

by BILL METZINGER

On January 26, 2009, during then-Governor Rod Blagojevich’s anti-im-
peachment, turned farewell media tour, the Governor snubbed residents
of Springfield and smaller Illinois communities telling Larry King that he re-
fused to live in the Springfield Governor’s mansion because he wanted his kids
to “live as normal a life as possible.”" With the recent passage of the Hospital
Uninsured Patient Discount Act (HUPDA), rural Illinois residents have yet
another reason to feel slighted.”
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OverviEw orF HUPDA

HUPDA addresses the problem of Illinois citizens without private or govern-
ment health insurance being charged sometimes two or three times the actual
cost of medical care.” Part of this disparate pricing is a product of private
insurers and government programs like Medicare and Medicaid using their
bargaining power to gain more favorable pricing from medical centers. Unin-
sured individuals with little or no bargaining power are often stuck with the
full “sticker price” of medical care.* A 2007 study in Health Affairs, a leading
policy journal, reported that hospitals charge the uninsured 2.5 times more
than what health insurers pay and more than three times more than Medicare’s
allowable costs.”

The recently enacted bill that received unanimous support from both the Illi-
nois House and Senate prevents hospitals from charging qualifying patients
any more than 135 percent of the cost of treatment in excess of $300.¢ Under
the legislation, hospital costs will be determined from a hospital’s most recently
filed Medicare cost report.” HUPDA also capitates the amount a qualifying
uninsured patient must pay a hospital in any single year at 25 percent of a
family’s gross annual income.® Hospital obligations under HUPDA began De-
cember 22, 2008, and as Illinois Attorney General Lisa Madigan described,
“This is going to mean that people who need medical treatment are going to
be able to get it and that they’re not going to go bankrupt doing it.””

In order to qualify for the benefits of the new legislation, Illinois residents
must be uninsured, receive sufficiently low annual levels of income, and be
unable to qualify for Medicare, Medicaid, AllKids, SCHIP, or other public
programs.'® Because of the differences in costs of living between rural and
urban areas, the statute sets different income thresholds for urban and rural
hospitals.

Therefore, for families receiving treatment in an urban hospital, HUPDA re-
quires beneficiaries of the act to earn less than 600 percent of the federal pov-
erty level (FPL)."" This means that in 2009, an urban family of four must earn
less than $132,300 in order to qualify for the hospital charge and annual
spending caps.'? Individuals receiving medically necessary treatment in a “rural
hospital,” however, must make less than 300 percent of the FPL, or $66,150 in
2009 for a family of four to reap the same benefits."?

ttp:

130
awecommons.luc.edu/pilr/vol14/iss2/3




No. 2 » Spr_incig 2009

Metzinger: Second Class Citizens: Illinois' Rutral Uninsured and the Hospita

HUPDA defines rural hospitals as hospitals located outside a “metropolitan
statistical area.”'* As of 2007, Illinois had eleven primary metropolitan statisti-
cal areas including: Bloomington, Champaign-Urbana, Chicago-Naperville-Jo-
liet, Danville, Rock Island, Decatur, Kankakee-Bradley, Peoria, Rockford-
Moline, East St. Louis, and Springfield.'?

2009 Federal
Members of Poverty Level 300% of 600% of 800% of
Family (FPL) FPL FPL FPL
1 $10,830 $32,490 $64,980 $86,640
2 $14,570 $43,710 $87,420 $116,560
3 $18,310 $54,930 $109,860 $146,480
4 $22,050 $66,150 $132,300 $176,400
5 $25,790 $77,370 $154,740 $206,320
6 $29,530 $88,590 $177,180 $236,240
7 $33,270 $99,810 $199,620 $266,160
8 $37,010 $111,030 $222,060 $296,080

URBAN SuBsiDY: “RUrRAL” v. “URBAN"

Although generally higher urban incomes and costs of living justify some dis-
parity in HUPDA’s means testing, analysis of the percent of individuals quali-
fying for the program in Illinois’ rural and urban communities suggests that
Ilinois” legislature may have missed the mark.

To illustrate using one of the most extreme examples, consider Illinois’
“poorest” metropolitan communities of Rock Island and Moline in compari-
son to Mt. Zion and Edwardsville, two of Illinois’ most “wealthy” non-metro-

politan communities.'®

Because Rock Island and Moline are “metropolitan”
communities, citizens receiving treatment in these communities benefit from
the more liberal 600 percent poverty threshold. The expanded 600 percent
poverty threshold allows nearly 86 percent of Rock Island and Moline’s three
member families, if uninsured and unable to qualify for other public assistance,
to benefit from HUPDA.!” On the other hand, residents of Mt. Zion and
Edwardsville, assuming they do not travel to avoid treatment in a “rural hospi-
tal,” face the narrower 300 percent poverty threshold to receive HUPDA’s
benefits.'® Assuming limited mobility when secking medically necessary treat-
ment, approximately 31 percent of Mt. Zion and Edwardsville families of
three, if uninsured, are eligible to benefit from HUPDA."? Therefore, in the
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most extreme case, 45 percent more “‘urban” families of three are eligible to
benefit from HUPDA even though roughly the same percentage of all of these
communities are uninsured.*’

While comparing Rock Island and Edwardsville admittedly highlights one of
the most extreme effects of the HUPDA’s existing means testing, the average
and median percentages of citizens qualifying are also telling. On average, 81
percent of urban families of three, assuming uninsured status, are eligible to
benefit from HUPDA.?' In contast, slightly more than 48 percent of rural
families of the same size stand to benefit under the new legislation.?> Median
levels of qualification are similarly skewed with nearly 82 percent of urban
uninsured families of three eligible for HUPDA’s benefits as compared to 50
percent of rural families of three.*?

BLAGOJEVICH’S AMENDATORY VETO

On August 26, 2008, then Governor Blagojevich signed an amendatory veto
altering the terms of HUPDA.?* Although the ex-governor’s veto was overrid-
den less than a month later, Blagojevich’s changes made qualifying for hospital
discounts easier by increasing the income eligibility threshold to 800 percent of
FPL for urban residents and 600 percent of FPL for rural residents.”> Under
the Blagojevich standards, an urban family of four with an annual income of
$176,400 or under, and a rural family of four with an annual income of
$132,300 or less would be eligible for the same discounts as families of four
earning significantly less. Danny Chun of the Illinois Hospital Association crit-
icized the liberalized thresholds because they would allow most all Illinois’ un-
insured to qualify under HUPDA.?® Chun also expressed concern that such
liberal coverage might force some of the state’s financially strained hospitals to
close, especially when Illinois hospitals are already absorbing nearly $2 billion a
year in underpayments from Medicare and Medicaid and more than $1 billion
a year in uncompensated care.”” Although the governor’s veto was short-lived,
it did increase parity in the percentages of rural and urban percentages qualify-
ing for the legislation’s benefits.*®
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REACTIONARY OR RESPONSIVE?

HUPDA is a progressive move towards aiding Illinois’ uninsured. The Illinois
legislature should be commended for its unanimous support of the bill and
appreciation that the federal poverty level, left unadjusted, is too under inclu-
sive to accurately capture a majority of those in need of HUPDA’s benefits.
The General Assembly should also be lauded for recognizing a difference in
income levels between the urban and rural poor. However, despite the valiant
effort, the significantly lower percentage of rural poor able to gain protection
under HUPDA is problematic. Although precision tailoring of HUPDA’s
means testing based upon each community’s level of income and uninsured
population would be cost prohibitive, liberalizing rural income thresholds to
allow rural families to more easily qualify, would restore parity between rural
and urban citizens qualifying for HUPDA benefits. Even though Governor
Blogojevich’s veto may have missed the mark, the legislature’s override may
have thrown the baby out with the bathwater.
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