Advocate Summary

Issue:  Risk Adjustment Method for the Medicare+Choice Program
Advocate:  Dan Zabinski, Medicare Payment Advisory Commission (MedPAC)
Date of Interview: Tuesday, September 28, 1999

Basic Background

· I got involved [with the risk adjuster issue] shortly after I arrived here.  I was here a couple weeks and like most people start here the center director tries to figure out what areas you fit in best.  I think he had an idea that I would be…I would fit in pretty well in risk adjustment through my background, which is studying health insurance and information issues.  When I started there was already somebody that was being taught in risk adjustment but he left shortly after I started so then I got put into the area.  We were fortunate.  The timing was just right for me in that sense.  That’s how I got started.  
· Is there anything that’s being prepared aside from the comment to HCFA that I saw?  Is there a larger document?  Is this an on-going…will you revisit the issue in a certain amount of time after the interim adjuster is put into place?  Yea, it’s very much ongoing work.  We’ve started now heading into the direction of thinking about the implementation of the more, it’s commonly called the more comprehensive system…and as a result, there’s a lot of work to be done on that.  Just to think about the issues, the best ways to proceed on things.  Let me give you an example.  With regard to the interim system, the way somebody’s health status is determined is with their hospital stay…the diagnosis related to their hospital stay in the previous year.  Since health status is only determined with hospital stays and the payments go up only if somebody has a hospital stay, this applies an incentive to hospitalize them and to think about how do we get around that perverse incentive?  What they did was they decided to not adjust payments to Medicare+Choice plans for one-day status.  You know, if somebody is on a sort of borderline situation where in general they wouldn’t hospitalize, well in this case maybe they’ll put them in the hospital for one day.  The original intent was to prevent that sort of daily nuisance.  It’s issues like that we need to…there’s more of that with the comprehensive system.  It’s more complicated.  There’s a lot more things to think about…one thing I’m looking at is the issue of whether to…let me try another one that’s not so technical.  The payments depend in part on the county that the plan is located in.  We want to adjust the payment, say you have two plans and one is in a county where the cost of medical equipment is really high versus one where it’s really low you want to give higher payments to the more costly area.  Also if you have a…at the same time it’s this real question of suppose you have two counties that are very different in terms of physician practice.  One county uses more costly procedures and the other the practitioner’s use cheaper ones.  Is it really fair to give higher payments just because they use more expensive procedures?  One thing you ought to think about is well if you do go for more expensive procedures does it give you better outcomes or not?  If not, well maybe you don’t want to adjust because all you’re paying for is more expensive things that aren’t really giving you a better result.  But if so, if it does give you better results then you might want to do it.  That raises more questions of well, okay then, what about these people in this county where the procedures that they use are less costly but the results aren’t as good?  Is it really equitable to make it easier for these people in the high-cost counties to receive this better quality care?  Maybe you should also give the higher payments then to the cheaper counties so they have the opportunity to obtain the better quality of care.  It’s issues like that.  What exactly do you do?  What’s equitable?  What’s appropriate?  It’s just really complicated sometimes when you start thinking about the issues.

· What often happens is this – before we even complete the report we send the various chapters to parties that we think would be interested and that would actually write comments on it.  Actually we get comments before we even send it out.  A chapter that was not about risk adjustment that I wrote – I got a lot of comments about what some very interested parties call basically the financial hardship of Medicare beneficiaries.  The people at AARP, we got a lot of comments from them.

Prior Activity on the Issue 

None mentioned.
Advocacy Activities Undertaken

· A comment letter to HCFA -- My understanding of the law and I’m actually not sure this is completely accurate but my assessment of the law is that anytime the HFCA makes some sort of a new public policy on Medicare we are required to comment on that within six months after they release their announcement. 
· The comment, is that the first thing that’s ever sort of been prepared as a written document about this?  No, we’ve been…We had a comment letter about a year ago.  It was actually a, it was specifically a letter to HCFA on our thoughts on how they were intending to proceed and continue.  For this coming March report, we do a March and June report every year.  This coming March report we’ll have another, although it won’t be a very large chapter on risk adjusters.  And those reports go to Congress?   They’re definitely public.  It’s focused towards Congress’ needs but when it comes out a lot of different organizations want it – AARP, American Association of Health Plans – it’s very…there’s sort of a list we have of organizations.

Future Advocacy Activities Planned

None mentioned.
Key Congressional Contact(s)/Champions

None mentioned.

Targets of Direct Lobbying

None mentioned.
Targets of Grassroots Lobbying

Not applicable.
Coalition Partners: Names/Participants

None.
Other Participants in the Issue Debate

· There’s the plans themselves and then there is sort of a lobby group, AAHP – the American Association of Health Plans – sort of represents the interest of the plans themselves.  The American Association of Retired People, whatever the topic, if it’s Medicare-related they’re reaching for it.  HCFA.  Let’s see I guess some other health researchers and just people that are very policy interested and might receive our mailings.  Maybe some consulting groups, I’m not sure on this, but maybe Lewin and other health policy consultants, Price-Waterhouse, the Urban Institute, and some of the think tanks like the American Enterprise Institute.

· The risk adjustment issue in Congress itself, it comes under…as far as the committee it’s the Senate Finance.  In fact we have an old, there’s an old MedPAC staff member who’s now on the Senate Finance Committee and I do hear from him fairly frequently to ask questions about what I think of things and to just give me updates on what’s going on and what they’re doing.  The other, what’s the House committee?  I don’t remember the House committee.  The sub-committee is Health.  It might be Ways and Means but I’m not positive.  I know Representative Thomas from California is the chair of the sub-committee.  Those are the real specific areas of Congress that are especially interested in risk adjustment.

· There’s HCFA, there are the plans, then there’s the beneficiaries.  It’s sort of a triad.  That’s the way I view it.  There are three players in the game.
Ubiquitous Argument(s) and Evidence

· The primary interests or the party that matters, at least in our opinion, you want to always think about the beneficiary.  They’re the focus of the whole program.  What’s best for the beneficiary and then you sort of work from there.  When you’re talking about risk adjustment the bottom-line thing that’s best for the beneficiaries is making sure that the plans are paid fairly.  By fairly I mean so that the payments to the plan closely match what it costs the plan on average to care for a beneficiary, to manage their care.  In other words, by all indications if somebody is healthy you want to pay them, the plans, less than average, but by all indications if they’re sick you want to play the plans more and that’s the whole focus of risk adjustments, to adjust the payments to match the cost of care.  That way you provide, what you do is provide desirable incentives for plans.  Say you don’t adjust properly and you pay too much for healthy beneficiaries and too little for sick ones, well then the plan is going to want to avoid the sick ones.  Once again, the most important thing is what’s best for the beneficiaries and work from there.  It all boils down to that.
· One of the arguments that I’ve heard when I’ve talked to some of the people representing the plan perspective is that this adjuster is going to create a bigger and bigger gap between fee for service, Medicare, and Medicare+Choice, and that there are plans that are going to be penalized – there is a fairness gap.  What is the response, do you directly try to address some of these concerns that you hear out here that are part of the debate about this risk adjuster?  It’s not direct.  What we try to do is, with the interim system and our comment letter we try to point out basically…we started out saying why risk adjustment is necessary and then we move on to…we were talking about what good this planning would do and saying what’s good about it and why we think it’s better than the current system but also point out that there are shortcomings from the interim system and due to the shortcomings why we think it’s important to move on to this comprehensive system which we think would be a substantial improvement over the interim system.  I think by doing that what we do is we make it clear that in some cases the plans, while they do have…perhaps they did make complaints, but most of the cases where they have complained there’s probably even more occurrences but at the same time some of their complaints don’t necessarily have a strong foundation.  The fairness gap, it’s not entirely, I might be wrong about this but I don’t think it’s entirely due to risk adjustment because there are two parts to plan’s payments.  There’s the risk adjustment part and then there’s the base-rate.  The base-rate is adjusted, the way it’s determined it’s adjusted under the BBA.  The point is both those things happen right but for some reason the plans, my thinking is the base payment is now not determined in the best method.  I think the plans are pointing at the wrong part of the problem.  The reason they’re doing it is that it’s easier to put a political process, to get Congress to modify the risk adjustment method rather than modify the payments.  There’s a lot of work that was done on that and they would have to undo a lot of things.  That’s just my take.  

· With HCFA I think as far as I know and I believe their central goal is to make the system most beneficial to the enrollees, the beneficiaries.  They view the interim system like we do, that it’s not perfect but that it’s a necessary first step to getting to a better system and that the current system has serious shortcomings that you overcome and just the interim system is a necessary first step.  
Secondary Argument(s) and Evidence

None mentioned.
Targeted Arguments, Targets, and Evidence

None mentioned.
Nature of the Opposition

· In some areas it’s undoubtedly payments are going to be adversely affected and that may cause plans to leave those areas.  Beyond that I don’t think [there’s opposition].  

· Is everyone on the same page in terms of what are the issues here at stake?  I would say that everybody knows what the concerns are among the various parties but not everybody agrees whether the concerns are legitimate.  There will be points where obviously the parties don’t agree whether an issue is really an issue or not but they also will be very much aware of who’s concerned about what.  I think in this case there’s so much to be gained and lost that there’s no problem with the concerns of the various parties that are involved coming out.  
· The problem with setting up risk adjustment, or the obstacle that HCFA usually faces is data -- information necessary to adjust payments and collecting and obtaining it and we wanted to get going, and I think this is a good idea to get going on risk adjustment as quickly as possible and the interim system was really the only alternative they had.  The plans have their concerns about the system.  They say primarily their concern is with the impact on the payments and concerns about how perhaps it’s not necessarily fair to the plans that are very efficient in terms of treating beneficiaries in the outpatient area when all the regular program is treated as an in-patient.  That’s a fair argument I think.  It’s the same as the fairness gap.  Sort of on net we’ve always viewed that once again there’s problems with the interim system but the benefits outweigh the problems.  

· I just think the primary concerns of the beneficiaries are is my plan going to be around next year and if not will I have an alternative, other than the traditional program, will I have another HMO to turn to next year if my HMO decides to leave an area?  I think their concerns are much more basic.  

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, they never mention the parties.  I’m not sure.  I think both parties are concerned about it. I can’t say whether one party’s concern is a lot stronger but I know that it’s got their attention.

Venue(s) of Activity

· HCFA
· Senate Finance Committee

· House Ways and Means Committee

Action Pending or Taken by Relevant Decision Makers

· HCFA has delayed implementation of the preliminary risk adjuster until 2000.
Policy Objective(s) and Support for/Opposition to the Status Quo

· I guess what we’re trying to do is inform policy makers, I guess anybody who’s interested in a topic, on what the important issues are and what are the things to worry about, you know, in political debates.  Anytime there’s a political debate there’s always self-interested parties and they’ll both try to shape the argument towards their interests.  We feel it’s our job to be a neutral player in that regard, to provide them unbiased assessment of things that are of issue.  I guess the other area, or what we feel our other purpose is is to provide information to the Health Care Financing Administration, I’ll just call them HFCA…You know, to provide them with feedback on the work that they’re doing on risk adjustment.  It is sort of a second, I guess seeing the results, a second opinion on their work.  By and large we do a pretty good job.  We provide unbiased opinions on their work.
Advocate’s Experience: Tenure in Current Job/Previous Experience

· I had a good five years [at ACHPR] but its only problem is that nobody’s seems to be able to figure out exactly what it’s supposed to be.  We do sort of guidelines and it seems to be changing a little bit all the time.  There’s a fair amount of organizational turnover.  I was there five years and I had five different supervisors…That was my first job out of graduate school [University of Virginia].  Zabinski has been at MedPAC for fourteen months.
Reliance on Research: In-House/External 

Not obtained but MedPAC is an advisory commission that does research into Medicare-related issues.
Number of Individuals Involved in Advocacy 

Not obtained.
Units in Organization Involved in Public Affairs/Policy 

Not obtained.
Type of Membership: None, Institutions, Individuals, Both 

No members.
Membership Size 

Not applicable.
Organizational Age 
Not obtained.
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