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Advocate Summary

Issue:  Risk Adjustment Method for the Medicare+Choice Program

Advocate: United HealthCare, Inc. 

Date of Interview: Tuesday, February 2, 1999
Basic Background

· The issue I’ve been working on, it’s a small issue, involves a demonstration program called EverCare.  We started this demonstration program to provide regular nursing care to the extremely frail elderly (typically women, typically patients with Alzheimer’s or some form of dementia) who are in nursing homes in an effort to prevent them from getting sick enough to enter a hospital.  [The population served by this program is extremely susceptible to infections and pneumonia that require them to be hospitalized.  This occurs because doctors generally visit nursing homes only once a month (barring a serious illness) and these patients aren’t communicative enough to convey symptoms to staff at the nursing home.]  For EverCare we hire nurse practitioners (UHC is one of the largest employers of nurse practitioners) to work in nursing homes so that they can monitor these frail elderly more regularly than a doctor would in an effort to keep them out of hospitals.  The EverCare program is a five-year demonstration that expires in 2000, the year it will be evaluated by HCFA.  EverCare operates in seven sites.  

· The EverCare program is subject to the risk adjustment methodology that is relevant for Medicare+Choice, a methodology that was mandated by the BBA of 1997.  The BBA contained a single line to indicate that a risk adjustment needed to be used when formulating the Medicare capitated reimbursements rates for Medicare+Choice.  The risk adjustment methodology is designed to adjust payments for variations in enrollees’ health status.  [see the Position Statement on Adequate Medicare Payment for Frail Elderly, 2-1-99]   

· Because the BBA didn’t specify exactly what this risk adjustment method would be (or how it would be developed), HCFA is responsible for devising the method.  But HCFA is overwhelmed.  They managed to get Congress to agree to let them phase in an interim risk adjustment procedure between 2000 and 2004 but by 2004 they are supposed to be ready to apply a comprehensive risk adjustment method.  The problem is that the risk adjustment method – under both the interim and comprehensive methods – will seriously affect the reimbursements we’ll get for EverCare.  The interim adjuster will be based on the Principal Inpatient Diagnostic Cost Group model (PIP) and the comprehensive adjuster will use the Hierarchical Coexisting Conditions model (HCC) which includes ambulatory as well as inpatient diagnoses.  

· We managed to get HCFA to exempt EverCare from the risk adjustment method until 2000.  However, beyond that, I don’t expect anything else from HCFA.  The Democrats are pressuring HCFA to devise the risk adjustment procedure as soon as possible whereas the Republicans would just assume not have HCFA devise any more regulations.  So HCFA seems to think they are moving along just fine.

Prior Activity on the Issue 

None mentioned.

Advocacy Activities Undertaken

· We’re trying to get members of Congress with EverCare programs in their districts to be interested in the issue [see the list of members targeted by UHC and Targets of Direct Lobbying].  Our objective is to get these members to contact HCFA and to urge HCFA to exempt EverCare from the risk adjustment.  So far the members we targeted have sent a letter to HCFA asking that some type of exemption from the risk adjustment be given to the EverCare program.  This [having the members with EverCare programs in their districts write] is more effective than having Thomas write on our behalf since HCFA constantly hears from him.
· The CEO of senior programs within UHC also is a very vigorous advocate for EverCare.  She has come to talk to members of Congress several times.  
· The coalition [see Coalition Partners] has hired an academic affiliated with the Long Term Care Data Institute located in Cambridge, MA to undertake a cost study of the risk adjustment method.  The method, when applied to programs like EverCare, results in considerable underpayments for services.  We’d like to raise awareness of this broader issue but others in the coalition have really dragged their feet on developing a position and the guy hired to do the study has taken a really long time.  I think we need the study to make our point about the risk adjustment method more broadly.  The coalition now seems ready to act in part because they’re [the other coalition members] observing our success in getting MCs to pay attention to EverCare.

· We’re going to work to enlist some champions who will work on our behalf to effect the risk adjustment methodology as it is applied to the reimbursement scheme for programs for the frail elderly, particularly EverCare.  We’d like to have EverCare reimbursements exempted from the risk adjustment method permanently.  

Future Advocacy Activities Planned

None mentioned.

Key Congressional Contact(s)/Champions

· Jim Ramstad (R-MN) is who we are seeking as our primary champion.  He has finally gotten onto the health subcommittee on Ways and Means.  We’re hoping to enlist Martin Sabo (D-MN) who is on the Budget Committee to work on our behalf along with Ramstad.  [Note that UHC is based in Minnesota.]
Targets of Direct Lobbying

· Alison Giles, House Ways & Means Committee Health Subcommittee majority staff member

· Bill Vaughan, House Ways & Means Committee Health Subcommittee minority staff member

· Howard Cohen, House Commerce Committee Health Subcommittee majority staff member

· Bridget Taylor, House Commerce Committee Health Subcommittee minority staff member

· Representative Jim Ramstad (R-MN) – Ways & Means Committee

· Representative Martin Sabo (D-MN) – Budget Committee

· Representative Bruce Vento (D-MN)

· Representative J.D. Hayworth (R-AZ) – Ways & Means Committee

· Representative Matt Salmon (R-AZ)

· Senator Jon Kyl (R-AZ)

· Representative Joel Hefley (CO)

· Senator Ben Nighthorse Campbell (R-CO)

· Representative Michael Bilirakis (R-FL) – House Commerce Committee, Chair of the Health Subcommittee

· Representative Bill Young (R-FL) – Appropriations and Labor & HHS Committee

· Senator Paul Coverdell (D-GA)

· Representative John Lewis (D-GA) – Ways & Means Committee, Health Subcommittee

· Senator Barbara Mikulski (D-MD)

· Representative Ben Cardin (D-MD) – Ways & Means Committee, Health Subcommittee

· Dede Spitznagel, Senate Finance Committee majority staff

· Katie Horton, Senate Finance Committee minority staff

· Senator John Breaux (D-LA) – Finance Committee and Ranking Member of the Aging Committee

· Senator Chuck Grassley (R-IA) – Finance Committee and Chair of the Aging Committee

· Senator Don Nickles (R-OK) – Finance Committee

· Senator Connie Mack (R-FL) – Finance Committee

· Senator John Chafee (R-RI) – Finance Committee

Targets of Grassroots Lobbying

· We haven’t done any grassroots work yet.  Grassroots on this issue will be tough because it will require families of these elderly to write letters and make contacts.  We really don’t want to rely on nursing homes since nursing homes aren’t seen in a positive light.  
Coalition Partners: Names/Participants

· On the broader issue of the risk adjustment methodology [as opposed to the specific issue of exempting EverCare from the adjuster] we are part of a coalition called the Capitated Payment Coalition for the Frail Elderly.  The coalition opposes the application of this formula on capitated payments for frail elders.  Coalition members are:
Elderplan

Elder Health

Fairview Partners

Massachusetts Department of Medical Assistance

Minnesota Senior Health Options

National Chronic Care Consortium

National PACE Association

SCAN Health Plan

Sierra Health Plan

University of Maryland Baltimore County

Other Participants in the Issue Debate

· HCFA

Ubiquitous Argument(s) and Evidence

· The primary argument we offer when we contact the targeted members is that EverCare is a good program that costs nothing [but she makes some reference to some program costs that would be apparent if EverCare was scored by CBO] and can in fact save money by keeping the frail elderly out of hospitals.  If they’re in the hospital it’s more costly to Medicare.  Plus, it’s beneficial to the EverCare population; potentially serious problems are detected before they require costly hospital care.  

· The problem is that the risk adjustment method – under both the interim and comprehensive methods – will seriously affect the reimbursements we’ll get for EverCare.  The interim adjuster will be based on the Principal Inpatient Diagnostic Cost Group model (PIP) and the comprehensive adjuster will use the Hierarchical Coexisting Conditions model (HCC) which includes ambulatory as well as inpatient diagnoses.  “While the PIP and HCC models pay more appropriately than the AAPCC for plans with a normal distribution of Medicare clients, they were not designed to set rates for plans targeting, or exclusively serving, frail, functionally impaired and/or medically complex elders.  The models slightly overpay for well elderly and dramatically underpay for frail elders, resulting, overall, in significant underpayments for plans targeting the frail.  The LTCDI study shows that these models create significant financial barriers to enrolling and providing appropriate services for this population:  PIP penalizes plans that are effective in reducing inpatient hospital admissions since risk is adjusted by inpatient diagnoses alone and, henceforth, payments will be adjusted annually instead of monthly (e.g., nursing home specialty programs would be underpaid by 70% to 75% for new entrants); and PIP and HCC underpay for clients with ADL [activities of daily living] impairments and the NHC population since payments are not adjusted for functional staus – PIP would underpay plans for community-dwelling ADL-impaired elders by 35%-40% for dual eligibles and by 43% for non-duals” [Position Statement on Adequate Medicare Payment for Frail Elderly, 2-1-99]. 

Secondary Argument(s) and Evidence

None mentioned.

Targeted Arguments, Targets, and Evidence

None mentioned.

Nature of the Opposition

· There aren’t really any opponents on this [the exemption they’re seeking for EverCare from the risk adjustment], except perhaps some Republicans in Congress who are turned off by a managed care organization seeking some type of exemption or exclusion.  
· The coalition [see Coalition Partners] has hired an academic affiliated with the Long Term Care Data Institute located in Cambridge, MA to undertake a cost study of the risk adjustment method.  The method, when applied to programs like EverCare, results in considerable underpayments for services.  We’d like to raise awareness of this broader issue but others in the coalition have really dragged their feet on developing a position and the guy hired to do the study has taken a really long time.  I think we need the study to make our point about the risk adjustment method more broadly.  The coalition now seems ready to act in part because they’re [the other coalition members] observing our success in getting MCs to pay attention to EverCare.
Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

None mentioned.

Secondary Argument(s) and Evidence Articulated by the Opposition

None mentioned.

Targeted Argument(s) and Evidence Articulated by the Opposition (and Targets)

None mentioned.

Described as a Partisan Issue

· No.

Venue(s) of Activity

· HCFA

· Congress

Action Pending or Taken by Relevant Decision Makers

· The interim risk adjuster based on the PIP model will begin adjusting payments starting on January 1, 2000.  The more comprehensive adjuster which is based on the HCC model will be implemented in 2004.  On January 15, 1999 HCFA announced “…that it would exempt PACE, Social HMOs, EverCare and selected state dual eligible demonstrations from PIP through 2000 to allow time to develop a more appropriate payment methodology” [Position Statement on Adequate Medicare Payment for Frail Elderly, 2-1-99].
Policy Objective(s) and Support for/Opposition to the Status Quo

· They are opposed to the status quo in that they oppose the application of the interim and comprehensive risk adjuster to programs like EverCare.  They’d like to have EverCare reimbursements exempted from the risk adjustment method permanently.
Advocate’s Experience: Tenure in Current Job/Previous Experience

· I interviewed Elise Gemeinhardt, Vice President for Federal Affairs.  She has had several policy type jobs over the past several years.  She worked for MetLife for a while, she worked on health issues for Alan Simpson when he was minority whip (and for a while after), she was a staff member for the House Ways and Means Committee, and I believe she also worked for Senator Thomas for a while.  She worked in Congress up through the time when the BBA of 1997 was passed.  She has been with United HealthCare since 1997.  
Reliance on Research: In-House/External 

· Because our organization is relatively small, we aren’t able to do much research.  What makes research difficult, in general, is that many organizations and MCs perceive that many policy firms have some partisan or ideological bias.  Or they might think that the results are biased to serve a client.  This makes reliance on research difficult.  Although we are anxious to have the results of the cost study completed [see Advocacy Activities Undertaken and Nature of the Opposition].  Better than research is the ability to show a member that what you’re talking about has implications for their districts.

Number of Individuals Involved in Advocacy 

· There are three professionals in the Washington office.  Aside from Elise Gemeinhardt there is a Grassroots Manager, and a State Affairs Director.  There are two other state affairs directors located elsewhere.  Gemeinhardt says that many (most) managed care organizations are reluctant to have a DC presence. Only recently have they begun to recognize how important it is for them to have such a presence.  Many companies still rely mostly on hiring one person or a few people to represent them.

· In addition to the three professionals in the Washington office, they hire lobbyists from three different firms.  These people work along with Gemeinhardt.

Units in Organization Involved in Public Affairs/Policy 

· Federal affairs

· Grassroots

· State Affairs

Advocate’s Outstanding Skills/Assets 

· The strength and skills that we bring to the table are an experienced Washington presence and an understanding about how things work in DC and who you need to talk to.

Type of Membership: None, Institutions, Individuals, Both 

· None, a corporate interest.

Membership Size 

Not relevant.

Organizational Age 

Not obtained.

Miscellaneous

· The tape malfunctioned on this interview and my notes were not great since I was having difficultly understanding exactly what they were trying to accomplish with regard to the more specific issue of EverCare and the broader issue of risk adjustment.  As a result, I relied on both my interview notes and the Position Statement dated 2-1-99 to piece together their actions and objectives.

December 21, 1999
page 1

