Advocate Summary

Issue:  Risk Adjustment Method for the Medicare+Choice Program

Advocate:  AARP
Date of Interview:  Tuesday, September 28, 1999
Basic Background

· JD: From a policy perspective we have a policy on risk adjustment that supports adjusting payments to Medicare+Choice plans.  That is part of the larger picture of reimbursing managed care plans but evidence is that the managed care plans, which are a Medicare+Choice option seem to have favorable selection…therefore HCFA has been overpaying these plans.  A way to make that adjustment is to account for the characteristics of the beneficiaries involved in the health plans and using that to adjust the payments of the plans so that they are not overpaid for the healthier beneficiaries that they have and in the same vein to provide the appropriate compensation for people who are sicker.  The thinking is that now the sicker people are shunned because the plans don’t get paid more for taking care of sicker people and so they have subtle ways in their marketing to avoid these people.  There is some evidence that the sicker people are not enrolling in the expensive plans.  Our policy generally recognizes that environment and supports having an appropriate adjustment of payment that reflects the characteristics of the managed care.  So that in a nutshell is what our policy is.

· TS: And you’re right, the discussion of this issue is very much intertwined with lots of other related issues and gets all bottled up in the discussion that it’s the future of Medicare+Choice where adjustments need to be made and I think conversations around town go back and forth between the broad view, which encompasses the risk adjusters one aspect of it and the specific of having payments adjusted.  There’s a hearing…there’ve been a couple of hearings this year in fact that we’ve testified at that have been pretty clearly about the risk adjuster and more broadly about how to pay plans.  We testified to this as well as have the industry.  There’s AAHP and its representatives, there are the different plans and a couple of other expert folks around town are looking at this issue from a technical standpoint.  The discussion sort of focuses on the question how do you pay plans fairly?  Neither too much nor too little.  One of the dilemmas that consumer groups or any outsider for that matter has been confronted with is that we don’t have the ability, we don’t have access to the data that would tell you what’s the fair amount to pay.  That is, by definition, proprietary information.  You have to share it with HCFA.  Even folks who know the plan say well we don’t have that data either.  We’ve only got ourselves.  Making a judgment about what’s fair is a pretty complex thing to do when you can’t step back and can’t sort of have that information and begin to see what makes sense.  As Joyce said, there is, there has been in the past and I think this is still the case, very overwhelming evidence that they’re overpaid primarily because people who are lower-risk have migrated for one reason or another into those plans.  It puts us in the dilemma of on one hand trying to find out what’s a fair payment and on the other hand…how we can do this is…everybody’s kind of stymied frankly.  There’s a big campaign on at this point that sort of says on the one hand you just need to pay plans more on the other hand people are saying is what we’re watching here the failure of Medicare+Choice.  My personal view is it’s someplace in between and probably a third factor that’s not even in that equation and maybe others as well.  It’s not…that’s a gross oversimplification.

· JD: This problem is complicated because of some of the changes the BBA brought about.  Plans have realized reduced payments and the effort to introduce risk adjustment in 2000 has taken a hit.  Everybody supports risk adjustment in theory but because of the effects of various changes in the BBA they see the effect of risk adjustment, which would ultimately save HCFA in the range of 7 or 8%…It’s making it worse so the idea of risk adjustment is really confused…

· TS:…deliberately of course, but it’s tangled with some of the other issues surrounding the reimbursement so what you see as a result of that is groups like AAHP who have testified theoretically and in fact lobby for risk adjustment before it was actually implemented now testifying that implementation of the risk adjuster based on the data that they have now in the course of the next five years without using hospital based data will be disaster for the industry to the point that at least some of them, and I think AAHP has now taken a position to actually oppose it.   If they’re not there they’re real close.

· JD:  Yea, and yet you have somebody like Kaiser who comes out and supports it so the dynamic is very interesting even within the industry.

· TS:  On it’s face it’s sort of hard to imagine what else you can do to pay plans fairly other than to begin to be able to identify their cadres and populations and pay appropriately.  The alternative that’s been proposed, and the managed care industry are among the proponents, is premium support, which is a very, very different approach.  The notion there being even if…you have to have a risk adjuster to make that work well too but if you don’t have a risk adjuster plans arguably do have an outlet and that is whatever the government doesn’t pay them we can charge the beneficiary.  If the risk adjuster doesn’t work for them then there’s a place for them to shift the cost.  That’s not true in today’s marketplace hence, and I’m sort of making a leap but I think that therein lies their support for the premium support concept.  

· JD: There are all kinds of perverse…on the assumption that they do enroll these people and the reimbursement is inadequate you run the risk of having inadequate service and it’s hard to assess deficiencies in quality in terms of whether these are a response to inadequate payment, whether they’re really withholding services that are needed…it gets very confusing.  You know Tricia you may want to make an observation about something that we end up doing.  You mentioned about the opposition to the implementation of risk adjustment using only hospital data, which is a phase-in because the full data are not available and are not supposed to be available until 2004 but the issues is that we have supported the implementation of the best fix available.  We do that often and it’s…you may want to address that.

· TS:  That’s a good point.  It’s a reflection of the fact that the marketplace, the health marketplace is very much in flux and unfortunately data in this area and lots of others in health research is seriously inadequate.  A perfect, from a technical standpoint, one of the things that lots of folks do in Washington is that if you can’t find another way to stop something that you don’t like you stop it on the basis of well, we don’t have enough information or administratively it’s not going to work are opposed…because they knew and in fact as I said they argued for risk adjusters in theory and they argued for, just as another example, competitive bidding in theory.  Competitive bidding is something like this.  They come to oppose very directly on the basis of how they don’t see how it can be made to work.  

· TS:  The information that we leave behind in Congress runs such a spectrum that none of it tends to be detailed on the issue of risk adjustment per say.  It’s much more to the broader issues of Medicare, what changes need to be made there, principles that the association looks to to guide that debate and one thing I haven’t said but probably has been implicit in what we’ve been discussing, we have to present and look at so many issues and a way to balance them it is virtually unlike any other entity with the exception of the Congress or the administration in terms of what we have to bring into balance for the program.  It used to be that people thought of consumer groups as well, they’re just very simple consumer questions like how much co-insurance will be paid?  How much deductible are we going to pay?  With the evolution of managed care in the program it becomes far more difficult to discern if it’s really a beneficiary issue and how is the impact going to be felt on it.  It’s not that often that we pull out a single issue within the broad scope of Medicare and say boom, front and center.  You might do it on something large like prescription drugs, and in fact we are, but on something like this everything is sort of playing in balance.  If we can get some rational sort of evolution of a risk adjuster and maybe a bit of an agreement with the industry that says okay the risk adjuster is going to go ahead but we tweak it a little bit to satisfy them.  That’s okay because we’ve got about five other things over here that are at stake as well but we’re asking for those that have impact with the providers as well.  All of that stuff is such a…that’s what drives our lobbying.  What you’ll see in our messages by and large are broader general statements of principal and direction.  Our board reserves the right on each and every legislative package to judge that when they see all the moving parts as opposed to saying on this issue we have a litmus test.  JD:  That’s why it was so amazing to me to hear Tricia disclaim knowledge of the specific issues because the rest of us are sitting back with discrete responsibility for particular issues to inform our thinking and policy positions that we take.  We need to have an understanding of all that stuff in order for the lobbying folks to calibrate the information that they ultimately present to use to present the best case that we can make that would promote the interest of our members.

Prior Activity on the Issue 

Nothing mentioned.
Advocacy Activities Undertaken

· There’ve been a couple of hearings this year in fact that we’ve testified at that have been pretty clearly about the risk adjuster and more broadly about how to pay plans.  We testified to this as well as have the industry.  
· TS:  Testimony and letters to the Congress communicate in some detail our position on the Medicare program and our position on reform and our position on the specific risk adjuster funding.  What our reactions might be if the program were to move in another direction…So those vehicles are a way in very clear and precise language to lay out the core of our position.  Beyond that we are regularly involved in conversations both with people in the agency and on the Hill but we have a fairly massive education effort that goes on on a regular basis.  Medicare and Medicare reform have been at the center stage of debate intermittently for the last several decades.  But since 1995 when health care reform didn’t happen, Congress came back to town and said well health care reform didn’t happen therefore part of what we’re going to do in health care reform is do some tinkering in Medicare as well.  Now we know we’ve got to focus on Medicare because we’ve got a solvency issue that’s about six years out.  Since then every year yet again [Representative Bill] Thomas has been dealing with the issue…So the association has always had a pretty intense Medicare focus that has taken us increasingly into forums and other educational avenues out in the field, we’ve got materials on Medicare and Medicare+Choice that are designed to be consumer friendly.  I think they’re actually pretty good in that they’re a nice balance between giving people what they need and (?)…The AARP’s Modern Maturity continually has run articles…JD:  [This is all] in an effort to talk about advice to consumers -- Medicare beneficiaries particularly -- about how to make informed and educated choices and even though the educated choices information stuff is in no way related in a specific way to reimbursement or risk adjustment the caution and all the caveats that are included about making wise choices, looking before you leap, reading materials, getting all the information…TS:  Knowing that a decision you make this year may not be completely recoupable in a year.  It may affect you for the rest of your life…JD:  Trying to explain that there are implications of your choice on your health.  We can give you the consumer complications as well but they are based on our understanding of the importance of the choice, for all of the reasons that go unstated that it may get raised in a policy forum for example that obviously you never referred to in a consumer document.

Future Advocacy Activities Planned

Nothing mentioned.

Key Congressional Contact(s)/Champions

None identified.
Targets of Direct Lobbying

None mentioned.
Targets of Grassroots Lobbying

None mentioned.
Coalition Partners: Names/Participants

None mentioned. 

Other Participants in the Issue Debate

· AAHP, which is representing sort of the common denominator of that industry, which has my sympathies because that’s a very difficult thing to do
· Individual players [plans] as well who may have very distinctive different points of view
· Members of Congress -- The three committees on the Hill that have jurisdiction are Finance, Ways & Means, and Commerce.  
· HCFA
· Others who are the consumer groups who are involved in this discussion…Again, not on risk adjuster but on the broader question of the liability of the program long-term then you can point to virtually any of the other aging groups, the National Council of Senior Citizens, the Women’s League, the National Council on Aging will get involved with AARP because of its greater resources it probably has far more depth and expertise.  Much of it has right here in the issue itself and therefore with HCFA gets much more involved in the technical discussions about how it would work.  There are only very limited number of people on Capitol Hill who…and by that I mean less than ten, maybe less than four, who from a technical standpoint know this issue thoroughly.  Most of the people who know it thoroughly are HCFA, providers, a few experts that are in and out of…they may be think tanks or they may be in groups like us but that’s…And the research community because the research community has done a lot of work in this.  Johns Hopkins and Boston, but they have worked under contract with HCFA…there has been a lot of research to bring HCFA to the point where they’re comfortable enough proposing the risk adjuster as it’s formulated and comfortable enough to go forth…the Academy of Actuaries has weighed in also.  They handed a report to the HCFA to report to Congress as a matter of fact.  MedPAC is another one that…because there is technical capacity there, is an organization that weighs in on this issue.  But really a handful, and as Tricia points out the consumer organizations generally don’t have the capacity to deliver this.  Our ability to really parse this technically is limited as well.  It’s a very, very complicated area.

Ubiquitous Argument(s) and Evidence

· TS: Again, when we lobby we rarely lobby this issue.  Much more often it’s likely to be, in fact almost always unless somebody is explicitly saying I want to talk through with you the sort of substance of the risk adjuster and the pro’s and it’s con’s…Would that have been true of the hearings as well?  TS:  That would have been maybe one or two questions in the context of the hearing but when you’re AARP what they really want to know, given where we’re positioned is are you for it or against it and if so why?  The why in this situation like so many others is bound up in the much broader issues and so our argument is much more related to the future of the Medicare program, its dependability as a source of coverage and financial protection against health costs for the older population.  If you don’t begin to move down this road then what are your options sort of forces you into less desirable, much more complex, not as well thought out kinds of ideas.  Our major arguments here are really in the vein of not so much…you want to pay providers fairly but that’s not the issue.  The issue is for consumers you want a program that is sustainable over the long run in terms of what it costs to the government, what it costs to the consumer, and whether or not it provides quality care.  Those three things are really AARP’s sort of strong tripod of the argument if you will.  The other pieces fill in around it.  To be honest with you if they start asking technical questions that’s when I get Joyce on the phone and we try to figure out what the answer is…there are technical people on the Hill and obviously in HCFA that spend their life on this issue but it is rarely lobbied and enacted.

· TS:  One of the things, sort of the overwhelming factors that registered I think with most members of Congress and it propelled the idea of a risk adjuster forward was the fact that MedPAC and I don’t know who else, but in the last three years about three or four groups in addition to CBO came out and said we feel they’re overpaid…JD:  The GAO had similar studies…TS:  Right.  So when you get a preponderance of those who are objective, they don’t have any dog in this fight, kind of researchers looking at every one of them saying you pay too much, it sort of drove Congress over the brink and they said all right we can’t afford to be wasting roughly five or six cents on every dollar that’s going into those plans.  If I remember correctly MedPAC’s assessment was down to only 88% or something like that…JD:  This started when they did the first assessment of the risk program, the mathematical study…late 80s, early 90s that established that there was a five or six percent difference and there hasn’t been…HCFA’s own studies have supported the overpayment.  AHP has actually produced…studies to refute it but they were methodologically challenged so as Tricia says there’s a fairly extensive body of literature now that supports the overpayment and the question…theoretically they even can’t object to the theory of risk adjustment.  It’s just so logical that if you have healthier people you’re payment should be less than if you’re taking care of a sick person.  

Secondary Argument(s) and Evidence

None mentioned.
Targeted Arguments, Targets, and Evidence

None mentioned.
Nature of the Opposition

· JD:  Our ability to really parse this technically is limited as well.  It’s a very, very complicated area…TS:  And it’s extraordinarily expensive research so it’s not something that we can afford to undertake.  You can only sort of piggyback on other people’s research.  
· JD:  The issue is political I think.  I don’t think there’s any disagreement in terms of the research literature.
· JD:  There are big winners and big losers in this game.  That accounts for a lot of resistance that we see.  It’s hard to know without having better data…so you start out in a place like Minnesota or Puget Sound in Oregon where the payment rate is low to begin with cutting back to a 2% increase or messing around with the payment level is probably going to have an adverse impact.  We don’t know the effect on individual plans and they’re going to differ.  Even in HCFA’s report to Congress on risk adjustment…points out that there is going to be a differential impact on the plans but we don’t have the data to understand that.  They’re asking us to accept this stuff on blind faith.  That’s no way to establish good Medicare policy so we’re operating in a vacuum of information here and being asked to accept a lot of stuff in faith.  This just doesn’t hold up to reason.  As Tricia points out we know that there are differentiations, that there’s a differentiated situation among the plans, we just can’t list them.  We can’t know.  We can listen to a lot of bellyaching.  It’s very hard to discern who’s saying what.  And where they’re coming from…TS:  And where the truth lies.

Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

· TS:  Well [the plans] do argue they need to be paid more…they come in and they say these plans can’t afford to survive in certain areas because the payment levels are too low.  That’s a straight out you need to pay us more.  They’ve gotten much more direct about that in the last couple of years.  JD:  That’s because the BBA capped their payment percent, which was lower than inflation so then they had that to point to…TS:  That’s actually become their argument.  What that argument loses in my view and there are probably some other aspects to this but when you introduce private sector players into a public program like Medicare one of the real problems that you run into is private sector entities that are operating based on bottom line in an environment, in a public sector program where the expectation is everyone is complaining in the same direction to deliver services as mandated by law.  Those two things, right now, are on something of a collision course in the program and that’s creating a real problem because you’ve got plans making decisions based on bottom line.  Wall Street says an individual is looking for the same kind of dependability that they want out of a program like Medicare.  Those two things intersecting, and not very well, creating a rather significant problem in the program.  They will argue that they should pull out of plans in areas where they’re marginal or losing money. They will argue as well that they should not have their reimbursement cut in areas where they are clearly being significantly overpaid.  They want to participate in a public program where the rules are basically for a level playing field but they want to participate on the basis of sort of private sector investment if you will, which is investing for a profit…JD:  Yea, but furthermore, furthermore, they’re not willing to participate in a competitive pricing demonstration that would give us an example of an alternative payment methodology.  So two things, I think the issue of the bottom line affects both the for-profits and not for profits.  It’s the bottom line that equals surplus and profits and the fact is that we see for profits pulling out along with not for profits and the not for profits have to behave in a similar way as for profits.  I think there’s probably legitimacy that there are some plans that are not paid enough.  The old plans, which had a lot of members aging in, probably are encountering higher expenses for those people who are aging and getting older and getting sicker.  

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

· Congress
· HCFA

Action Pending or Taken by Relevant Decision Makers

· HCFA has delayed implementation of the preliminary risk adjuster until 2000 but there are concerns about the data used to develop it, and how extensively it’ll be implemented.
Policy Objective(s) and Support for/Opposition to the Status Quo

· TS:  Our general view on that front is in situations like this you’ve got to start with what you’ve got.  The marketplace is changing so quickly that if we just put on hold the whole situation for the next five years hoping to encounter data that is not going to begin to exist on a non-hospital basis experience would tell us that it might well not and then you’re still in limbo, the Medicare program itself is in greater crisis.  You’re looking at higher and higher costs and no real ability to sort of get a handle on can we in fact develop a program, a delivery system with more manageable cost than fee for service that also can be relied upon and paid fairly to deliver quality care.  If you can’t begin to solve that problem then an insolvency date of the Medicare trust fund, which is 2015, begins to creep closer and closer and closer and we’re sort of into a game of brinkmanship.  Our view strategically is to try to get these things moving when they look like they’re sound.  I think that lots of the rest of the provider community, not all but lots of the rest have sort of opted for this particular solution is not good enough for them and therefore they’re advocating for premium support and to be paid more.  One of the things that Joyce and I always try to do and I’m sure they try to do with us as well is not just understand the arguments they make in public but understand what’s underneath them because indeed we learn in those conversations that there are some legitimate issues that have got to be addressed.  That’s a matter of sifting through.
Advocate’s Experience: Tenure in Current Job/Previous Experience

· I interviewed Patricia [Tricia] Smith (Senior Coordinator of Health Issues and Federal Affairs) and Joyce Dubow, Senior Policy Advisor both of AARP’s Public Policy Institute/Legislation and Public Policy.
· Tricia Smith has been with AARP for 13 years.  She worked in a state legislature, and she was an ERA activist before she came to DC.  In DC she lobbied elsewhere – on foreign policy and defense matters, and she gained federal budget expertise.  She had been working on education, social security, and health and now is full time health.

· Joyce Dubow joined AARP in 1991.  After grad school she worked in managed care.  She also worked at MedPAC and gave HCFA comments on Medicare +Choice.

Reliance on Research: In-House/External 

· TS:  And it’s extraordinarily expensive research so it’s not something that we can afford to undertake.  You can only sort of piggyback on other people’s research.  
· JD:  We commission research and we do some of our own stuff.  It depends on the extent of it.  We now have a model, for example, that’s enabling us to project public costs.  It’s based on [?], but it depends on the nature of the research, it depends on the time frame.  If the Public Policy Institute commissions research the agenda is based on the needs of the association.  We talk to Tricia and develop a research agenda on health obviously.  We need to be responsive to her needs.  We track urgent issues and try to be a step ahead so that if there is activity we anticipate and think we need research on then we try to inform ourselves on that issue.  If we were anticipating an issue coming up with policy, for example, we would probably put something in the research agenda in advance of that to have a better idea.  We’d be looking at particular aspects of issues.  The research is broad.  It ranges from…right now we have research commissioned to look at Point of Service (POS) options, to help cost out ombudsman programs, how states are regulating prescriptions.  The PPI communicates with Kaiser, Urban, Commonwealth.
Number of Individuals Involved in Advocacy 

· TS:  The association has about twenty registered lobbyists.  There are about six to eight of us who lobby on healthcare issues including the Director of the Division, the Director of the Department, myself, and a few other people and actually Horace Dietz [sp?], who’s our executive director is a very heavy hitting lobbyist on certain key issues.

Units in Organization Involved in Public Affairs/Policy 

· TS:  We’ve got an activist group of volunteers that sort of dwarfs the size of most membership organizations.  We’ve got state operations in every state.  There’s a state president who’s the spokesperson for the organization.  We have state vote coordinators and other…AARP vote programs…There are vote volunteers who participate in these voter education things.  They are often our key link into the volunteers in terms of federal education at the state and local level.  They signed up for AARP vote because they sort of care about federal policy and voter education on federal issues.  They also get involved in state issues.  That’s one cadre.  There also are state legislative activists who can easily make the bridge from state to federal and routinely do so that those folks get drawn into…the policy making per say comes about or through a process that’s bubbled up but it’s also informed by a great deal of technical expertise.  As Joyce says we have this enormous goal.  This is AARP’s policy book for 1999 and…We’ve got policies for everything…This much of it is healthcare but that book is developed by a group, by tremendous staff input and a group of volunteers from around the country called International Legislative Council.  That council is an advisory group to our board of directors.  They meet here in Washington every year, a couple times actually to discuss issues, to decide on the content of that policy book and then make their recommendation to the board to do this or that and then advocate their approval and then the board re-evaluates that and that becomes the association policy.  There’s an all-volunteer board of directors that has decided upon that.  That obviously cannot be written in a couple of weeks.  It’s an evolutionary document that you can sort of take last year’s book and make adjustments to it.  Staff takes into account all the myriad of things that are going on in both the state and federal levels, makes those recommendations and the volunteers sort of look it over and bring their own experience because they’ve been out hearing from people.  Sometimes they’ll come in and say I don’t think that you’ve quite gotten it here.  Let me tell you what the issue is.  We may bring a lot of technical expertise to it but they feel that they’re out there much more that we are in terms of sort of dealing with human beings and their interaction with social security, Medicare, Medicaid, and all the other programs that are represented in this policy…That, in a nutshell, is the process.

Type of Membership: None, Institutions, Individuals, Both 

Not obtained.
Membership Size
Not obtained.
Organizational Age 

Not obtained.
Miscellaneous

· TS: There’s one other venue, which Joyce can talk about better than I and that, again, is not directly related to risk adjustment but it’s the same kind of thing.  On competitive bidding there are a number of projects around the country and in the two projects that are sort of currently in limbo, Kansas City and Phoenix, we have been, particularly in Phoenix been very active in the effort that’s trying to figure out how do you do this?  One of their volunteer leaders is a central player in that.  John Rother, who is Director of Legislation for policy here is on the [?] board, or whatever they call it, which sort of oversees the policy development.  Joyce has been one of the key staffers for that effort to try to figure out where it should go….We’re asking him with the help of people like Joyce to try to bring all those pieces into balance and represent the association on several fronts which is policy and leadership in the community and making sure that you’re finding some balance in the negotiations.
· JD:  This being the policy book season it brings to mind a document that we have that is essentially a companion of the public policy decisions that the association takes that are developed by our volunteer leaders.  When I said we have policy, risk adjustment for example, the policy book contains a description of the policy positions that we take in support of that.  We’re in the process now of developing recommendations to the volunteers for the 2000 book.  That process involves an education of the volunteers in order for them to be able to consider the policies that are recommended for them to recommend to the board of directors of the association.  It’s yet another way of bringing a fairly large body of consumer volunteers and legislative leaders into the mix and then in turn go out and get involved in educating our members and generally support and promote those positions.
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