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8 Questions & Answers about Puerto Rico

Puerto Rico’s debt crisis has been the subject of national media and legislative action over the last several
months. Additionally, a number of major news outlets have reported on an impending Puerto Rico health care
crisis related to demographic and health care financing issues, and exacerbated by the current economic
situation and the growing number of Zika virus transmissions. The following slides provide a quick snapshot of
Puerto Rico’s population, as well as current and upcoming issues that are impacting the island’s health care
system.

1. How does Puerto Rico compare to the 50 States and DC on
Key Demographic and Economic Indicators?

Figure 1
Selected Demographic and Economic Indicators on Puerto
Rico, Compared to the 50 States and DC
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Total Population? 3,522,000 314,896,000
Demographic Characteristics (2014)*

U.S. Born Citizens 97% 87%
Identify as Hispanic 99% 17%
Economic Indicators

Below 100% FPL 46% 15%
Median Household Income (2014) $18,9282 $53,6572
Seasonally-Adjusted Unemployment Rate 12% 5%
(Mar 2016)3

Sources: ! Kaiser Family Foundation analysis of U.S. Census Bureau, 2014 American Community Survey, 1-Year estimates. 2U.S.
Census Bureau; 2014 American Community Survey, generated using American Fact Finder (16 May 2016). 3 Bureau of Labor
Statistics, “Regional and State Employment and Unemployment,” March 2016.

The Commonwealth of Puerto Rico is a U.S. territory located in the Caribbean, with a population of roughly 3.5
million people. Puerto Ricans are U.S. citizens by birth but they differ from the 50 states and DC on a variety of
demographic and economic indicators:

e Puerto Rico is much less racially/ethnically diverse than the 50 states and DC, with nearly its entire
population identifying as Hispanic.

e The island fares worse economically, with a poverty rate three times higher than that of the states, and an
unemployment rate that is more than twice as high. Additionally, a substantial share of the labor force works
in the services industry.'



2. How is Puerto Rico’s Population Changing?

Figure 2
Percent Change in Population by Age Group Between 2006
and 2014
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Total Population Aged 0-14 Aged 15-44 Aged 45-64 Aged 65+
2006 3.89 M 834,000 1.65M 913,000 501,000
2014 3.52 M 626,000 1.39 M 891,000 610,000

SOURCE: U.S. Census Bureau, 2006-2014 American Community Survey, one-year estimates.

Puerto Rico’s economic recession began in 2006.%* Between 2006 and 2014, its population had declined by ten
percent, primarily due to the largest outmigration of Puerto Ricans to the U.S. mainland since the 1950s.%*°
Young people represent a disproportionate share of those who have migrated, with a 25% drop in the number
of people between the ages of 0-14 and a 15% drop in those aged 15-44. The number of seniors on the island has
increased by 22% since 2006.
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3. How does Puerto Rico compare to the 50 States and DC on
Key Health Indicators?

Figure 3

Selected Health Indicators on Puerto Rico, Compared to
the 50 States and DC

Total Population? 3,522,000 314,896,000
Health Indicators

Adults Reporting Fair/ Poor General Health 35% 18%
(2014)?
HIV Diagnosis Rate per 100,000 People (2014)3 22.7 16.5
Infant Mortality Rate per 100,000 Live Births 7.1 6.0
(2013)*

Sources: 'Kaiser Family Foundation analysis of U.S. Census Bureau, 2014 American Community Survey, 1-Year estimates. 2KFF
analysis of CDC, Behavioral Risk Factor Surveillance System, 2014. 3 CDC, National Center for HIV/AIDS, Viral Hepatitis, STD, and TB
Prevention (NCHHSTP) Atlas, 2014. *Mathews TJ, MacDorman MF, Thomas ME, Infant Mortality Statistics from the 2013 period
linked birth/infant death data set. National vital statistics reports; vol 64 no 9. Hyatsville, MD: National Center for Health Statistics,
2015.

As with Puerto Rico’s demographic and economic indicators, the island differs from the 50 states and DC on
several key health indicators:

o The share of adults reporting fair/poor general health is twice as high in Puerto Rico compared to the rest of
the United States.

e HIV and infant mortality rates are also higher in Puerto Rico compared to the rest of the U.S.
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4. How is Zika affecting Puerto Rico?

Figure 4
Total Number of Confirmed Locally-Acquired Zika Cases
March-August 2016, Bi-Weekly
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NOTE: The Puerto Rico Department of Health is retroactively reporting cases, resulting in larger than normal increases in cases in recent weeks. F_‘\A}\]aﬁ
SOURCE: Centers for Disease Control and Prevention (CDC), Zika virus disease in the United States, 2015-2016, as of September 21, 2016. B

The first case of locally-acquired Zika virus in the United States was reported in Puerto Rico in December
2015,” and the number of cases on the island have risen dramatically to 19,395 as of September 21, 2016,% and
are expected to continue to grow.’ Locally-acquired Zika is transmitted through the bite of infected mosquitos
and the virus can cause microcephaly and other severe fetal brain defects among infected pregnant women. In
addition, CDC is investigating the link between Zika and Guillain-Barré Syndrome, a rare disease that causes
muscle weakness, and sometimes, paralysis. On August 12, 2016, the US Department of Health and Human
Services declared the Zika outbreak in Puerto Rico to be a public health emergency. The declaration allows
Puerto Rico 1) to apply for funds to hire and train individuals to assist in controlling the spread of Zika,
including outreach and education programs through the U.S. Department of Labor’s National Dislocated
Worker Grant, and 2) temporarily reassign staff of local public health department to help combat the spread of
Zika.'* The virus poses a public health and financial challenge to the island—according to the CDC, the dollar
amount of caring for a single child with birth defects is estimated to be in the millions."
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5. What is the Health Coverage of the Population?

Figure 5
Health Insurance Coverage of the Total Population in
Puerto Rico and the 50 States and D.C., 2014
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Puerto Rico 50 States and DC
Total Population: 3.52M 3149 M

SOURCE: Kaiser Family Foundation estimates based on the Census Bureau’s 2014 American Community Survey, 1-year estimates.

Owing in part to high unemployment and poverty rates, almost half of Puerto Ricans are covered by Medicaid,
while about one-third are covered by Employer Sponsored Insurance (ESI). An additional 11% of the
population is covered by Medicare. Puerto Rico’s Medicaid and Medicare programs are delivered

predominantly through managed care.'?'?
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6. How Does Medicaid Funding in Puerto Rico Compare to the
States?

Figure 6
Differences in Federal Medicaid Financing Rules between
Puerto Rico and the 50 States and DC

Federal Matching Rate Fived at 55% Varies according to state’s per capita
()

income. Ranges from 50% to 83%.

. Capped at $321
Federal Funding Uncapped
million in FY2014

Source: Congressional Research Service, “Puerto Rico and Health Care Finance: Frequently Asked Questions,” Feb 2016.

While Medicaid covers a large part of the Puerto Rican population, federal Medicaid funding to the island
differs from that of the 50 states and DC in two important ways. While the latter receive a federal matching rate
that ranges from 50%-83%, depending on the per capita income of the state in a given year, Puerto Rico’s
federal matching rate is fixed at 55%. Moreover, unlike the 50 states and DC, Puerto Rico’s annual federal
Medicaid allotment is capped, and the island generally exhausts its federal Medicaid allotment prior to the end
of the fiscal year.'*'®

Additionally, Medicare Advantage (MA) payment rates in Puerto Rico are substantially lower than that of the
states,'® leading to lower reimbursement rates to providers and plans. CMS has issued a final rate notice for

Medicare Advantage Payment Policies for CY 2017 that are expected to increase revenue for MA plans in Puerto
Rico."”
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7. What is the Breakdown of Puerto Rico’s Federal Medicaid
Funding?

Figure ¥
Puerto Rico’s Federal Medicaid Funding ($ in millions),
FY 2014

Medicaid

Allotment

$321.3
Total = $1.2 Billion

SOURCE: Congressicral Research Service, “Pusrts Rico and Health Care Froasce; Frequenthy Seked Cuosstices,” Febrosey 2016, m

The ACA made two temporary sources of Medicaid funding available to Puerto Rico in addition to its annual
Medicaid cap. The first funding source is a $5.5 billion allotment available between July 2011 and September
2019. Puerto Rico has relied heavily on this allotment and in FY 2014, it made up 68% of total federal Medicaid
funding to the territory. In that same fiscal year, Puerto Rico had used 42% of the $5.5 billion. The second
source of funding was a $925 million allotment the island received in lieu of funds it would have received for
creating its own Marketplace. These funds are also available through FY 2019 and can only be accessed after
the first source of ACA funding has been depleted.'® Both sources of funding are estimated to be exhausted by
the end of FY 2017."° Absent reauthorization of ACA funds, Puerto Rico will face additional challenges
financing its Medicaid program.
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8. What Challenges is Puerto Rico’s Health Care System
Facing?

Figure 8

The Challenges Puerto Rico’s Health Care System is Facing

Physician Health Population

Out- System Health Debt Crisis
Migration Financing | Challenges

Puerto Rico Health Care System

Puerto Rico’s health care system faces a number of challenges—as young people migrate to the U.S. mainland,
seniors now make up a larger share of the population than they did a decade ago; health indicators are worse
than that of the rest of the United States; the island’s public insurance system covers over half the population
and faces financing challenges; and the number of Zika virus transmissions have increased substantially over
the last few months, and are expected to continue. In addition, the island has experienced a substantial
outmigration of physicians to the U.S. mainland, particularly among specialists and sub-specialists.2%?".22

The debt crisis is making it more difficult for the island to respond to these issues. Delayed payments by the
government to Medicare and Medicaid managed care plans have caused a cascade of payment delays to
medical providers and suppliers, and there have been reports of power and water shortages in hospitals, delays
in the arrival of medical supplies, the laying off of hospital workers, and the closure of hospital floors and
service areas.??»** ?*

After several months of congressional debate, the Puerto Rico rescue bill known as PROMESA was signed into
law on June 30, 2016. The law places Puerto Rico’s fiscal affairs under a federal oversight board, allows for the
restructuring of some of Puerto Rico’s debts, and includes a temporary stay on bondholder lawsuits.?® While
the law represents a first step toward economic recovery, it does not address the critical issues facing Puerto
Rico’s health care system, including the impending expiration of ACA funding, the limits imposed by the
capped Medicaid financing structure, or the mounting cases and future consequences of Zika on the island.
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