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Basic Background


It’s really not possible to separate the risk adjustment issues from the [Medicare+Choice] payment issues.  As the BBA of 1997 was implemented, there were a lot of unexpected consequences of the provisions passed in the BBA that have caused companies to take a fairly careful look at their participation in the Medicare+Choice program.  A lot of those provisions have to do with the burden of the regulatory requirements.  I think that most people, as the BBA moved forward and there was talk about what the regulatory requirements would be, most people anticipated that they would look pretty similar to the requirements in the Medicare risk program.  It was anticipated that plans that were Medicare risk participants would probably not have too much trouble complying with the Medicare+Choice requirements.  That turned out to be not exactly true.  When the regulations came out last summer, I think there were 800 pages, and when people started plying through them and realizing what they were going to have to do operationally to comply with the Medicare+Choice requirements they were fairly extensive.  And, the requirements that plans would have to put on the physicians and providers and hospitals they contracted with were also fairly extensive.  That in combination with the low Medicare+Choice growth rates in the first two years of the BBA which led to “the blend” not being funded caused people to take a careful look at what they were doing in the program.  And, on top of that, the risk adjustment methodology that was announced by HCFA earlier this year and the uncertainty about what that is going to do to people’s rates.  All that stuff is wrapped up together.  The modeling that we’ve done shows an increasing disparity between what fee for service is being paid in some counties and what Medicare+Choice is being paid.  That is exacerbated by the risk adjustment methodology but that’s not the sole factor contributing to that.  So, with respect to risk adjustment specifically, as our plans looked at it they have concerns about the methodology first of all, the data HCFA are using, the accuracy of the data HCFA are using.  HCFA has access to data from the plans and the plans are supposed to be able to look at those data and cross check it but there’s been an inability to do that cross check work.  So, not only are plans concerned that the data are hospital inpatient but their ability to check HCFA’s data is limited.  The inability to check HCFA’s calculations and their formulas is not there and that was underscored by the American Academy of Actuaries report that came out on the risk adjustment methodology.  The American Academy was required to review the methodology.  They gave it an approval but they gave it a qualified approval. If you’re an actuary that apparently means something.  It did have a lot of qualified statements.  The risk adjustment methodology also was supposed to be budget neutral.  When the BBA passed in 1997 CBO did not score budget neutrality as saving any money.  I think people anticipated going forward on risk adjustment would move money from plan to plan depending on the health status of the people that you had enrolled in the plan, you might be healthier or less healthy than other people in your area.  But nobody anticipated that it would be saving $11 billion out of the Medicare program.  The savings from all the other changes in the Medicare+Choice program in the BBA came to $22.something billion dollars over the five year period of the BBA.  It’s our sense that if Congress had known that the risk adjustment was going to save another $11 billion, they would have potentially made different decisions about what they did with the payment methodology.  And that’s been borne out by statements made by both Senator Roth (head of the Finance Committee) and Senator Domenici (head of the Senate Budget Committee), and also statements of concern expressed by Representative Bill Thomas (Ways and Means).

· Our issues with the risk adjuster can’t be separated from our problems with Medicare+Choice because if we got the risk adjuster completely fixed, I’m not sure whether it would fix the issues in the Medicare+Choice program completely for plans.  I think there would still be plans taking a fairly careful look at their participation and trying to figure out if this program is something they can make viable for their companies or not.  In some parts of the country they may not be able to.

· The changes in the BBA were designed to get at what people saw as a geographic inequity problem to a certain extent.  Payments used to be based on fee for service, 95 percent of fee for service costs in an area.  Areas that were lower cost, either because of efficiency or because they were rural, didn’t have the kind of money going to +Choice plans or HMOs in those areas that would allow them to fund extra benefits.  Because any of the difference between what the government paid and what it cost to would cost you to provide the Medicare benefit package in the area you had to return to the government or return to seniors in the form of extra benefits.  So, places like Minnesota, Washington or Oregon, where managed care had penetrated fairly significantly in the commercial business as well as in Medicare, fee for service costs were relatively low.  And therefore, 95 percent of those costs wasn’t enough in those parts of the country for seniors to be getting, say, a prescription drug benefit.  In places like Florida or New York or Los Angeles, because of fee for service patterns, doctors are higher utilizers in those areas in part, 95 percent of fee for service costs gave plans additional money above what it cost them to provide the benefit package so seniors were getting no premium plans or prescription drug benefits and other kinds of benefits.  A disproportionate share of our membership is urban, lower middle class.  We have a lot of minority patients enrolled in Medicare HMOs in part because they can’t afford MediGap policies which is the only other way to really get your prescription drugs covered.  So, we were supportive of the goals of the BBA in terms of trying to spread out the funding in a way that allowed people in other parts of the country to get these additional benefits.  Unfortunately, as a result of holding down of the increases to two percent and that two percent not really being two percent, that gap is widening so that plans in areas that paid more are having to restructure their benefit packages and seniors are going to find that they aren’t getting what they had been getting previously.  And that’s a concern for a lot of them.  Until the federal government figures out how to fund a prescription drug coverage for the Medicare program, which they don’t really have the money to do, it doesn’t make sense to me that you’d try to squeeze it out of the people who are already getting it.

· Another of the unanticipated consequences of the BBA was the user fee to pay for the Beneficiary Information Campaign (BIC).  The statute says that the plans would be paying their pro rata share of the BIC.  We all thought – and things are moving fast in the middle of a conference committee so you don’t always know exactly – but the language looked to us like we were paying our fair share of the cost out of the whole program.  Instead the Medicare+Choice plans are paying the entire cost of the BIC even though it’s intended to go to all 36 million Medicare beneficiaries.  So, Congress, for the first two years of the BBA allowed HCFA to ask for more than the $96 million but the Appropriations Committee had to set the amount they actually got.  At least we kept it to $95 million.  But because of that there was some money that wasn’t available to the Medicare+Choice plans.  This year HCFA is requesting $150 million in the user fee, and again this is still coming out of the Medicare+Choice plans so it’s coming out of Medicare+Choice enrollees.  Then, on top of that, the risk adjustment – as I said, we have concerns about the methodology – the concerns are related to the fact that the adjuster is based solely on the hospital inpatient and admissions data from the previous year and that these data count hospital stays of two or more days.   So, there’s the data, and then also the budget neutrality issue and how they’re scoring it.  We don’t know whether CBO will be scoring it at the big $11.2 billion that HCFA scored it at or if the CBO score is going to be lower.  And, then there’s the transition.  HCFA did a very smart thing in transitioning this whole system in and part of the reason we heard they have done it in such a slow phase-in way – in the first year it’s only ten percent of your rates that are risk adjusted – is because as they looked at the impact on plans that were participants in the +Choice program, even the plans they consider the “good guy” plans, were being hurt by this.  So, if they had phased it in – if they had gone ahead as is usually done in five year phase-ins and phased-in at 20 percent in the first year, they would have seen an immediate impact on some of the companies that are participants.


When HCFA did its presentation on the risk adjuster, they show the phase-in at ten percent, then thirty, fifty-five, and eighty percent.  Then they show a huge savings between years four and five, it goes from $2.5 billion to $6.3 billion when they move to 100 percent risk adjustment.  And this isn’t 100 percent of the risk adjuster based on inpatient hospitalization, it’s 100 percent of a complete risk adjuster.  Part of the reason we don’t know what CBO is going to score this at is that HCFA hasn’t designed the 100 percent risk adjuster – they don’t have the data so who really knows if it’s going to save $6.3 billion dollars.  It’s really kind of counterintuitive.  If we look at our population using only inpatient hospitalizations it’s not really an accurate reflection of their health status.  If you bring in outpatient visits and outpatient surgery, and disease management programs and those sorts of things, then our population looks about as healthy as the fee for service side then I don’t understand how when they go to the 100 percent risk adjustment that they think they’re going to save all this money.  So that’s unknown.

· In another chart that HCFA put out, they showed the impact of risk adjustment without a phase-in.  Based on the data that they had at the time, only about six or seven plans were benefiting from the risk adjustment and all the rest were getting less in their rates.  HCFA said that the average is about negative seven percent out of your rates.

· What Congress didn’t realize when the BBA was passed was that there would be a payment reduction for most plans. At the time, HCFA had not developed the risk adjuster.  One of our issues with HCFA over the implementation of the BBA has been that they have moved forward very aggressively to meet congressionally set deadlines.  That’s admirable and I think Nancy Ann Min wanted to make darn sure that Bill Thomas wasn’t going to be able to haul her up in front of the Ways and Means Committee and say “you’re not meeting the deadlines in the BBA.”  At the same time, in other parts of the program, not Medicare+Choice, they’ve gone to Congress and said, “look we just can’t get this stuff done in the time frame you’ve given us given the problems with Y2K implementation problems and so on.”  But with +Choice, they’ve definitely plowed ahead.  One of the decisions they made is that they had to plow ahead and get the risk adjuster done and the only thing they had enough data to do a risk adjuster based on was inpatient hospitalization.  But at every stage of their decision making process – and this is something that the regulatory folks in our office who deal with HCFA all the time could probably go into a lot more detail about – they have made decisions that lean more toward their usual way of doing business on the fee for service side.   For example, the not including one day hospital stays.  If what HMOs are supposed to do is to try to limit hospital stays or keep people out of hospitals to the extent possible, or treat people in alternative settings if it works for them, then eliminating one day hospital stays is going to completely skew the results of risk adjustment 

· And there is actually a growing sense both at HCFA and in congressional offices that there are problems here that need to be addressed.  For a long time – and you’ll still hear people saying this (it’s in the Ways and Means testimony) that HMOs favorably select seniors, that the population they select is healthy, and therefore they’ve been overpaid for years.  But the money doesn’t go anywhere except for additional benefits to seniors.  If what they’re saying is that seniors shouldn’t be getting those benefits, that’s something that’s hard to defend when you’ve got seniors knocking on your door about it.  But even Gail Wilensky at MedPAC has started to make statements in her congressional testimony that she is concerned about what’s going on in the +Choice program.  MedPAC is not making any recommendations to change how payment works but they are concerned enough about what happened last year and nobody really knows what’s going to happen this year when people have to file their benefit packages which happens in July.  As a trade association you’re not privy to what your plan’s business plans are and they’re not really allowed to talk about those things in a group setting for anti-trust reasons.  I don’t know that we’ll see the pullouts we saw last year – some of that was due to people moving into markets where they anticipated seeing big increases because of “the blend” which didn’t materialize in the first two years of the program, that on top of the regulatory burden which people didn’t really know about until last year, and that on top of people having to file their benefit packages in May of last year which only gives you one quarter of medical trend to really look at and last year prescription drug prices went way up.  So they found that they had maybe priced their benefit packages too low given what the cost of services ended up being.  All of that contributed to the decision that a lot of plans made to pull out in the fall.  Risk adjustment will have an impact on the decisions they make this year.  People need predictability and stability.  As they look ahead for the next five years what the payment rate is going to be for their plan, nothing looks predictable or stable.  To the extent that it is predictable, it is way low.  I don’t know that we’ll see the same kind of pull outs from the market that we saw last fall but I anticipate that we’ll see premiums going up and benefits levels going down and people taking a fairly careful look at what they’re doing in this business.

Prior Activity on the Issue 

None mentioned.

Advocacy Activities Undertaken


There’s the kind of stuff that you do in Washington all the time which is your general lobbying by the people who work at the trade association.  In addition, many of our member companies have Washington offices or outside counsels that they retain.   So there are many people in DC who can continue to meet with committees of jurisdiction and their staff and members up on the Hill.

· We brought a number of seniors who are members of health plans to DC to meet with their members of Congress...and we are going to different communities around the country [where we have companies, where there’s a fairly extensive penetration of plans, where plans have had the ability to provide a lot of the extra benefits, and where the gap is fairly significant in the year 2004] talking about this widening gap between what fee for service pays for a person and what they will pay for a Medicare+Choice person. 

· One of the other things we do is when we meet with the press we generally meet with the press in conjunction with some of the Medicare beneficiaries that are enrolled in HMOs [see the advertisement they ran].  It is much more credible if someone is sitting there telling a reporter why they joined an HMO, what their experience has been, especially when they are folks who have chronic conditions rather than the healthy people who people usually think are sucked up by HMOs.  We’ve been working with the plans to have seniors write to their members of Congress about these things, get out the word about what this payment gap looks like in different areas of the country, have seniors go to town hall meetings when Congress is at home on recess.  

· In addition, we’ve put in place a grassroots program that’s specifically directed at Medicare.  We’ve been working with different seniors’ groups in different districts, including the local AARPs as well as AARP in DC, and area Agency for Aging groups, and community-based groups that work with seniors to make sure they know what some of the consequences and fallout of the BBA are going to be in some of these areas.

Future Advocacy Activities Planned

None mentioned.

Key Congressional Contact(s)/Champions

· Senator Roth (head of the Finance Committee)

· Senator Pete Domenici (head of the Senate Budget Committee)

· Representative Bill Thomas (chair of the Health Subcommittee of the Ways and Means Committee)

· Senator Wyden is worried.  The members of Congress who come from “blend” counties are concerned about the “blend” not being funded and that includes a lot of the rural members, people from Washington, Oregon and Minnesota.  

Targets of Direct Lobbying

· A lot of the – and these are people not used to defending HMOs -- urban members of Congress and a lot of those who are members of the Black caucus or the Hispanic caucus are hearing more about [the BBA consequences and the gap between Medicare+Choice and fee for service plans] from their plans.  And since plans in downtown LA, downtown Miami and downtown NYC are covering a lot of minorities, I think we’re going to start hearing more and more from those members and we’re working with those MCs more and more to make sure they understand the consequences of this in urban areas.

Targets of Grassroots Lobbying

· We’ve asked all of the companies [in the AAHP] that are participating in Medicare to be communicating fairly frequently with members of their delegation (where they are located) – and I expect that they are doing so. 

· Seniors from communities where we have companies, where there’s a fairly extensive penetration of plans, where plans have had the ability to provide a lot of the extra benefits, and where the gap is fairly significant in the year 2004 are being encouraged to contact their members of Congress.

Coalition Partners: Names/Participants

· It’s not yet a formal coalition.  We’ve put together a coalition of seniors, individual seniors, called the Coalition for Medicare Choices.  

· We’re working with the Healthcare Leadership Council, employer groups, the hospital organization, and the AMA is actually more and more concerned about what’s going on with Medicare+Choice.  It’s kind of unusual for us to be working with the AMA.  Last year one of the things that happened is that some of our plans pulled out of areas because they couldn’t contract with good physicians any more.  They couldn’t pay the physicians and doctors that they wanted in their network enough to get them into their program. 

· We’re also working with pharmaceutical companies.  Pharmaceutical companies aren’t interested in a drug benefit being part of the overall Medicare program because they are worried about it being price controlled.  But they want to get drugs to seniors and the best way they see to do that is to have it come through the +Choice plans.  So, they’re interested in keeping rates being high enough in +Choice plans that they can continue to offer drugs to seniors. 

Other Participants in the Issue Debate

· HCFA

Ubiquitous Argument(s) and Evidence

· It’s the fairness gap.  Fundamentally, it’s the growing disparity between what fee for service is willing to pay in an area and what Medicare+Choice is willing to pay.  What our analysis shows for Phoenix is that by 2004, the gap between fee for service payments and Medicare+Choice payments in Phoenix is going to be $1,175.  Over time, that means that the Phoenix area loses $174 million that would otherwise be going to Phoenix area Medicare+Choice beneficiaries.  [See Reliance on Research: In-House/External]

· Underlying saying that, is everybody knowing that despite the trustees report saying that the trust fund is safe until 2015, this program [Medicare] has to undergo change to make it a viable program.  The best way to do that is to get more people into managed care plans.  So the fairness gap means that plans care can’t compete with fee for service and that beneficiaries aren’t getting the benefits they value and that they’ve become accustomed to, and that they need.  But the emphasis has to be on the beneficiary – what the consequence is on the beneficiary, not on the plan.

Secondary Argument(s) and Evidence

· Part of this argument has been without the resources to contract with the best doctors and hospitals, you’re not going to have good networks of people to care for seniors.  That’s one of the arguments that have been effective in Arizona with respect to the demonstration project. Companies in Minnesota had to close down operations in half of their counties because the clinics they used to contract with just wouldn’t do it anymore.  In part it was money, in part it was the additional regulatory burden from the federal government that was also placed on providers.

Targeted Arguments, Targets, and Evidence

· Our argument in response to those who want seniors to have a prescription drug benefit but want to provide it to all Medicare beneficiaries rather than through HMOs is:  “You are telling people day after day after day that choosing managed care is a bad choice.  Well these are people that are looking at managed care and making the decision to take a more limited network and to take the rules that they have to operate under with managed care.  But there’s a tradeoff because they get this extra benefit.  So why take away this extra benefit?”

· If you’re talking to urban Democrats, you’re going to talk more about the low income people in these plans who can’t afford drugs or other benefits any other way.  If you talk to rural members, you’re going to talk about how you still want “the blend” to be funded and that you’re not trying to take anything way from “the blend” because that was a good goal of the BBA and we want that carried out but we don’t want this program destroyed in rural areas.  So, it’s a matter of what you emphasize when you talk to different people.  But the emphasis is always the beneficiary.

Nature of the Opposition

· First of all there is the overall impediment of the legislative process.  It’s slow.

· Second, there’s the whole issue of a vehicle.  Here, there are things that don’t move.  So, having a bill introduced and a number of cosponsors, and even having it reported out of one committee and cosponsors, it doesn’t mean you have a viable vehicle.  The most viable vehicle is always a reconciliation bill.  Congress does reconciliation bills in odd-number years, you would expect them to do one this year but it’s not certain – I think that they are.  They are making progress working through the budget resolution process so it looks like they’ll be going to reconciliation but that’s still unknown.  When things get to be enough of a crisis, they find a vehicle.  They throw it on to something else whether it’s a continuing resolution at the end of a Congress, an appropriations bill or what.  Reconciliation usually is the most viable vehicle because there are certain rules about amending reconciliation on the floor and so you have better protection in a reconciliation bill than you have if you are a free-standing Medicare bill.  In part this is because of all the patient protection stuff going on and if there is anything you can tie patient protection act type of provisions to you can make that conjunction with a free-standing Medicare bill, you couldn’t with reconciliation.

· Third, overall politics.  There are a number of things in there.  One subset is that there’s the presidential race in the year 2000 – that’s a whole year and a half away but it’s already really here.  You can see both parties lining up on Medicare and Social Security and trying to stake out ground with respect to those two issues for the presidential election.  The trustees report saying that the trust fund is going to last to 2015 probably takes pressure off of Congress to do anything before the 2000 election in terms of overall reform, in terms of moving to a premium support system.  It doesn’t take pressure off of Congress to fix our stuff necessarily but it takes pressure off the big picture, of moving a Medicare solution.  So, even if you see President Clinton – I think he said the other day that he wanted a Medicare bill by the end of the year – well, he doesn’t even mean that because if they saw a Medicare bill by the end of the year, that would deprive Al Gore of an election issue in the year 2000.  The bipartisan commission’s inability to get to the supermajority to come out with a recommendation meant again that there was less of a likelihood that big Medicare reform, long-term Medicare reform was taken up in this Congress.  Although both Senator Roth and Senator Breaux, and Mr. Thomas over on the House side have indicated that they are going to push premium support through their committees.  That too may be an impediment to getting our stuff fixed because if attention is focused on long term reform, the stuff that needs to get done for the program as it currently exists sometimes gets put by the wayside.  So, another subissue is whether there is any effort at long term reform and what it is.  

· Fourth, having unanimity on the part of all players is the best way to get a fix and we have yet to see if everybody will say the same thing message-wise but also saying the same thing solution-wise.  By everybody I mean all the groups mentioned earlier – HMOs, doctors, hospitals, seniors, etc.  If people have different ideas for solutions, that diffuses the message and makes it easier for Congress to not do everything you want them to do.  I don’t think that any one of those groups is particularly loud or strong, it’s just that there may be different ideas.  Once they go to any fixing of the Medicare program, although doctors and hospitals are concerned about what happens to +Choice payments, they’re also concerned about what happens to their direct payments from the fee for service side and there are lots of things they’d like to fix there.  So, they may be spending more time and attention on their own industry issues than they would be on the indirect impact of what happens to the +Choice payments. 

· There’s no one group or set of groups standing in our way but – and this plays into the politics impediment -- a lot of people feel that the Medicare program should provide prescription drug coverage to everybody.  That’s a worthwhile thing to have an opinion about.  But they seem to feel that the best way to do that is to ruin that part of the program where it is provided because why should this small group of people get them if nobody else does...When we’ve testified in front of various committees – for instance there was a Commerce Committee hearing on Medicare back in February that focused on this issue more than the Ways and Means Committee did -- a number of the Democratic members of that committee are really hot on this “why should you be providing prescription drugs when nobody else can?”  

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

· House Commerce Committee

· House Ways and Means Committee

Action Pending or Taken by Relevant Decision Makers

· HCFA has proposed an interim risk adjuster to be applied in 2000.  Hearings have been held by the House Commerce and House Ways & Means Committees to discuss the ramifications of the risk adjuster and the consequences for Medicare+Choice that have resulted from the 1997 BBA.  

Policy Objective(s) and Support for/Opposition to the Status Quo

· The AAHP opposes the status quo but it’s not clear exactly what they want to happen.  Goon does not believe that fixing the risk adjuster alone will address their concerns about the gap in payments between fee for service and Medicare+Choice plans.

Advocate’s Experience: Tenure in Current Job/Previous Experience

· I interviewed Julie Goon, Vice President for Government Affairs.  She has been with the AAHP for 5½ years.  Prior to that she worked at Humana for five years.  In 1993 she met the person who now heads up the AAHP (she’d come from the AFL-CIO) who offered her a job.  The AAHP used to be a different organization and it had been run by the same guy for 30 years.  When the new head person came in she wanted the presence of health plans to be clear and she wanted them to become more visible, credible, and politically active.  They hadn’t been as visible or active in the past.

Reliance on Research: In-House/External 

· A couple of years ago – around 1995 – we realized we didn’t have a good estimating capacity and we ended up working with an actuary that is employed by one of our companies and internally to try to figure out how to model the plans that were being put forward by different parties.  People then were talking about floors and ceilings and getting differential increases depending on what county you were in.  [She shows me a spreadsheet that was developed to derive estimates under different alternatives.]  It [the spreadsheet] was helpful internally but we didn’t use it much in lobbying in 1995 because we weren’t really sure of the accuracy of the model, although we did use it some.  So then in 1997, we contracted with an organization at Pete Marwick, a division of Pete Marwick called the Barron’s Group and they put together a modeling capacity for us which would take whatever proposal was coming out of Congress and show what the rates (payment) would be in each county for the next five years.  At each stage, then, we could model the Finance Committee proposal, the Commerce Committee proposal, and the Ways and Means proposal.  Then we could go to members of Congress and say – this is what HMOs in your district will be paid in the year 2000 under this scenario.  And that was very, very useful because people wanted to make sure that their counties got as much as possible...Not only were we showing them numbers but CRS was showing them numbers and the numbers were fairly similar.  So, our numbers became fairly credible and we are doing the same thing this year.  [She shows me a spreadsheet that looks at the gap in payments between Medicare fee for service and +Choice (the “fairness gap”) in the 200 most adversely impacted counties in the year 2004 assuming that +Choice payments in 1997 were the same as fee for service – they weren’t but they want to be conservative about this.]  As it trends forward, you can see how the gap in some counties grows to several thousand dollars (e.g., Dade county in Florida, Philadelphia, Baltimore, New Orleans).  That’s not a sustainable marketplace.  There are a lot of cities that are adversely impacted.  This is really useful, although we haven’t figured out how to release this information because not every county ends up looking bad.  The counties that end up doing really well tend to be those that have nobody in them (sparsely populated counties) –places the market hasn’t penetrated and where the market  may never penetrate because nobody lives there.  

Number of Individuals Involved in Advocacy 

· We have about 40 to 50 people in divisions of federal affairs, state affairs, legislative affairs and policy and research.  In terms of straight lobbying, they have five people, plus one grassroots person.

Units in Organization Involved in Public Affairs/Policy 

· There are divisions of federal affairs, state affairs, legislative affairs and policy and research.

Advocate’s Outstanding Skills/Assets 

· No one cares about the organization, per se, it’s who you represent.  The AAHP has been aided by leadership who have been concerned about making credible arguments – i.e., deciding how they can demonstrate their position with facts and figures, and provide them with the political will to fix the problem.  The latter is where grassroots fits in.  The three key things are who you represent, policy expertise, and how you can draw on ties to MCs’ constituents.  

Type of Membership: None, Institutions, Individuals, Both 

Not obtained.

Membership Size
Not obtained.

Organizational Age 

Not obtained.

Miscellaneous

· Last year there were many plans that withdrew from some of their service areas in Massachusetts.  At the time that was going on, there wasn’t as much press attention focused on Massachusetts.  One of the provisions of the BBA said that state mandates were preempted for the Medicare program.  We had seen an increasing trend of states trying to apply to state mandates in their commercial business to a plan’s Medicare business.  Texas had an “any willing pharmacy” law that they tried to apply to Medicare HMOs in Texas.  Massachusetts had a Medicare prescription drug benefit mandate that said that plans had to fully fund and provide a prescription drug benefit in Massachusetts even though the federal government wasn’t paying for that.  Our plans felt that if this was a federal program then the federal government should be able to set the rules and regulations for that program and they should be able to set the benefit levels.  Since it is fully federal funded.  As a result of that provision (the preemption of state mandates), the plans in Massachusetts that were previously required to provide a drug benefit…drug costs went up significantly last year and as people put together their benefit packages they designed somewhat more limited drug benefits.  The state of Massachusetts tried to enforce the state law and failed – it was struck down in federal court.  The state is going through all sorts of gyrations right now to make sure that seniors in Massachusetts continue to get drug benefits if they choose to be in Medicare HMOs.  I think they may be drawing on a fund in Massachusetts for people with low incomes.  Most of the plans up there still provide a drug benefit, it’s just not the very rich drug benefit it once was.  There’s lots going on in Massachusetts right now – some of it is pretty ugly.

· At the time [during BBA deliberations], we thought we ended up with a fairly good compromise with the exception of the GME coming out.  We were definitely opposed to the GME coming out.  Part of our concern with the focus on “the blend” by some of the rural areas was that they [the rural areas] didn’t think there would be much effect on them from the GME coming out because they didn’t have academic health centers in rural areas.  But there are weird dynamics in the GME thing and there are some counties that are really affected by the removal of the GME money from the formula that you wouldn’t expect.  You’d expect New York but instead the counties around Richmond are heavily impacted by it – apparently because of the University of Virginia at Charlottesville.  There are odd counties that are very adversely impacted by the removal of GME money so that GME money coming out with the Medicare+Choice growth rate being so low in the first two years is what really screwed those “blend” counties.  Nobody had anticipated the low growth rates so all the modeling that was being done was using the CBO estimates of what the growth rate would be each year and they were all over three and a half percent.  So, it was a surprise, even to MCs.

· A lot of people who put together the BBA aren’t there anymore.  Chip Kahn had been on Ways and Means but now he’s heading up HIAA.  Howard Cohen was at Commerce but now he’s and Greenberg Trawy (a law firm) and he does some work for the AAHP now.  In addition, there’s Julie James who was at Finance but now she’s with a consulting firm called Health Policy Alternatives – they also do work for us.

· One of the places in which the grassroots program has gone on most effectively hasn’t been on the risk adjuster issue but the community has really pulled together on the competitive pricing demonstration projects that were also authorized by the BBA.  A few years ago HCFA tried to put together a competitive pricing demonstration in Baltimore.  It failed because the Baltimore community and the congressional delegation didn’t want it there.  So they suggested doing it in Denver – it failed there for the same reasons and the HMOs took HCFA to court in Denver over the design of the demo and whether HCFA had the authority to institute it.  The main concern the HMOs had was the fact that if you were going to put in place a competitive pricing demonstration project – which was really a precursor to the whole premium support idea that the Medicare Commission talked about and try to make the Medicare program look like FEHBP, then you needed to have the fee for service Medicare program be part of that demonstration project and HCFA couldn’t figure out a way to design that so it was just going to be the HMOs in Denver bidding against one another.  This would drive down prices on that side and correspondingly drive down benefits on that side leaving all the incentive for seniors to go back to fee for service Medicare.  Because they were thwarted by the courts in Denver and because Senator Breaux and others felt that competitive pricing was something that they did want demonstrated, they wrote language into the BBA setting up a Competitive Pricing Advisory Council that was supposed to pick a number of sites over the next few years to test competitive pricing.  The two sites that the Advisory Council picked for the year 2000 were Phoenix and Kansas City.  Phoenix has a very competitive Medicare HMO market right now.  Over 40 percent of the seniors in Phoenix are enrolled in Medicare HMOs.  The government contribution there is not overwhelmingly high (about $510) so it’s not an inflated price like some people feel that South Florida is but seniors still have access to no premium or low premium plans and prescription drug benefits out there because it is a very competitive market.  So, the groups out in Arizona feel that picking Phoenix as a place to test competitive pricing is, in a word, asinine because there already is competition and low prices and additional benefits.  So, the senior community organizations and the hospital associations, and all the hospitals, the medical societies and all the doctors, the employers who are relying on Medicare HMOs for their retiree health benefits have joined together to really work over HCFA on the location of Phoenix.  They’ve got their entire congressional delegation involved.  The entire congressional delegation has sent a letter to HCFA asking that the demonstration be removed from Phoenix.  We’ve really done a lot of media, we’ve worked every political angle we can think of, we’ve set up rallies for seniors, we have people willing to picket the HCFA meetings where they are trying to design this project in Arizona.  One of the requirements of this is that you have to set up an Area Advisory Council.  The first meeting of the AAC was last week and we had a number of people testify from the communities – hospitals, physicians, seniors, employers – and at the end of the meeting the Insurance Commissioner for the state of Arizona who sits on the AAC made a motion that they delay the demonstration for at least one year because no one wanted it in Phoenix.  It’s been a fairly effective thing to do to get these people organized.  I’ve heard from different MCs that the best stories they have heard about managed care have come as plans have pulled out of markets because people don’t want them to leave.  So MCs who are used to hearing all these rotten managed care stories in the press about the commercial marketplace when it has to do with Medicare they’ve heard a lot of good stories.  So, it puts them in a bit of a conundrum up there.  They have to protect people’s access to Medicare HMOs when at the same time they are slapping all these requirements on the commercial side.  Part of that can be attributed to the fact that seniors, as a group, are making an individual choice.  I’m not, nor is the AAHP, advocating that we move away from an employer based system to an individual based health care system but you can see that in that age group, which is no longer, for the most part, is no longer covered by employer coverage, where they make individual choice and they have made the choice to join an HMO, they are satisfied and happy with that decision.  And, they are not stupid.  These folks will change HMOs for a one or two dollar change in their premium, or a one or two dollar change in their drug benefit.  Or, they’ll stay in one until their drug benefit is used up and then switch to the next one – which under rules now they are allowed to do but that is being phased out over time due to the BBA.  They are very savvy users of health care.
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