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M em o to Senate Finance Com mittee 
O pposing certain language in animal cruelty bill 
April 17, 1996 
Page 4

you really w ant to  assum e som e personal, moral responsibility for the animals you are cheating out 
o f  pro tection if  you pass this bill in its current form?

Please do not delete farm animals from protection against cruelty at the 
local level. Some language must be found which meets the needs of the farming 
community with regard to their traditional animal husbandry practices, but at the 
sam e time protects these animals from cruelty and neglect

Thank you for your consideration. Please feel free to contact me if you have any questions.

Sincerely,

S a l t y

Sally Clampitt

D istribution:

A ER  B oard  o f  D irectors
A ER  C oordinators
D ianne Z a r ’off, SPCA -A nchorage
M ichelle Girault, Friends o f  Pets-A nchorage
The Senate Finance Com mittee
T he Community and.R.egional Affairs Com mittee
T o the sponsors listed on the bill in its current form:

Reps. B en G russendorf 
David Finkelstein 
B etty  e Davis 
Caren Robinson 
John Davies 

D rew  Pearce, President o f  the Senate 
Gail Phillips, Speaker o f  the H ouse 
D elbert Smith, D eputy  Com missioner o f  Public Safety 
Bill Godek, M em ber o f  The Alaska Animal Control Association
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FURTHER^Finance.DATE: 3 /2 5 /9 6

DATE ̂URNED INTO OFFICE:

The C&RA Committee considered CS FOR FIOUSE BILL NO. 386(JUD)

“An Act relating to cruelty to animals and to the power of first and second class boroughs to prohibit 
cruelty to animals.”

Senate Bill:
[uT s^m e title  
[ ] n ew  title  

House Bill:
[ ] sam e title  
T ] tech n ica l title  
[ j new: SCR*___

[ ] adopt L etter of Intent b y _________________________ Committee

[ ] further referral to th e ____________________________ Committee

and recommends:

[ iT^be replaced with CS C £> 3 Cc/<f) ) (________ )

[ ] adopt previous  CS_____________________________ (________ )

[ ] attached amendment(s)

. . . .  - - • • •'? <*••• ' •[ ] APPROPRIATION — no fiscal note înclude fiscal notes accompanying Governor's bill







HOUSE COMMITTEE REPORT
( i i )
D ate  R e fe rre d  to  C om m ittee: A pril 3, 1996 FU R T H E R  R E FE R R A L S:

D ate of C o m m ittee  A ction:

T h e  F IN A N C E  C om m ittee  considered : HB 393

H O U S E  B IL L  N O . 393 M A NA GED C A R E P R O G R A M  FO R  M ED IC A ID

“ A n A ct re la tin g  to  m anaged  care fo r rec ip ien ts  of medical assistance; and providing fo r an  effective date .”

recommends it be replaced .
with the following committee substitute G. G> C — \

[ ] the same title 
>rVN [ ] a new title

[ ] additional referral t o __
f 1 attached amendment(s)

A D O PT S:_______________

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS:

I ] fiscal note(s) _______________________  [ ] fiscal note(s) _________

I ] zero fiscal note(s)   [ zero fiscal note(s) T G rt *5 . 3  \ S

SIGNING WITH RECl

CHAIR’S SIGNATURE^



J 1 A  I L  K J f AJ-A-itVA

1996 LEGISLATIVE SESSION
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(H) Publish Dale: 3 / 2 7 / 9 6

Revision Oete: __________ _______________ _______________ Dept. Affactad; Health and Social Services
Tide: "ah Act relating '* menagea care for rttipienti_________ _BRU: Mtdlca) A«liunct______
______________ of medical assistance; —"________________ ____________ Component: Medicaid S w fcg_______
Sponsor: Rep. Rokeberi___________________________________ COMPONENT SERIAL NO. 2077
R e q u e s to r ___________________________________________________________________ See *Jio (SN#)i________

Expendtturee/Revenuea:   (Thousends of Dollars)
OPERATING EXPENDITURES FY97 FY98 FY99 FYOO FY01 FY02

PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 ,'xT 0.0 0 .0 1 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
eQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0,0 0.0 0.0 0.0
GRANTS. CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L EXPENDITURES 0.0 0.0 0.0 0.0 o b 1 0 .0

| C , i / i iV u c i >N A e v c i i v i J  ( 0.0 0.0 0.0 0.0 oo 0.0
F U N D  SO U R C E (Thousands o f Dollera)

1 0 0 2  F ede ra l R ece ip ts 0.0 0.0 0.0 0.0 0.0 0.0
1 0 0 3  GF M i t c h 0.0 0.0 0.0 0.0 0.0 0.0
1 0 0 4  GF 0.0 0.0 0.0 0.0 0.0 0.0
1 0 0 5  G F /P ro g r»m  Rece ip ts 0.0 0.0 0.0 0.0 0.0 0.0
1 0 3 7  G F /M e n ta l H ee lth 0.0 0.0 0.0 0.0 0.0 0.0
O th e r (p le a s e  s p e c i f y ) 0.0 0.0 0.0 0.0 0.0 0.0

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0
E s t im a te  o f a n y c u rre n t yee r IFY98 I cos t: 9 0 . 0

P O S IT IO N S :

FU LL -T IM E 0 0 0 0 0 0
P A R T -T IM E 0 0 0 0 0 0
TEM PO R AR Y 0 0 0 0 0 0

ANALYSIS:_____________ (Anach i separate page if necessary)
HB 393 charges the Department of Health and Social Services with development of managed-care or capitated health 
care systems for recipients of medical assistance. A project is already underway within the division to accomplish 
the purposes of HB 393 with completion scheduled for June of 1996. For this reason there is no cost shown on the 
fiscal note for the development of the managed care system.
The Division of Medical Assistance began a project in late 1995 that is expected to identify the appropriate 
approaches for managed cars for medical assistance programs and the steps necessary for implementation. This 
project is to be completed by June of 1996. Division staff are being assisted by a contractor in review of program • 
cost and utilization data to identfy those medicaid services that may be successfully administered under a managed 
care approach. Identification of recipient participation requirements is included in the contract. The contractor is 
familiar with managed care arrangements used by medical assistance programs of other states and will help division ‘ 
staff to identify those which appear practical for Alaska based upon historical cost and utilization data and the 
availability of health-related resources in Alaska.

Prepared by: D. Williams
Dlvi;vision: , /  Divui*

a k y y  —
Division of Medical Assiiuaca

Approved by Com: 
Agency:

C O M M I T T E R

••v It^SIMflino.jOt/CAS OMJS

Karen Perdae, Commissioner

Phone: 465-3355
Date: 01/17/96

Department of Health A Social S^ylcea
L~ - 0 . , . ,

0 PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Govenor'a Legislative Office
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A L A S K A  S T A T E  L E G IS L A T U R E  
H ouse o f  R epresenta tives

COMMITTEE ASSIGNMENTS:
OIL 8 GAS. CHAIRMAN 
LABOR A COMMERCE. VICE CHAIRMAN 
ADMINISTRATIVE REGULATION REVIEW. VICE CHAIRMAN 
HEALTH. EDUCATION A SOCIAL SERVICES, MEMBER 
ECONOMIC DEVELOPMENT, MEMBER

R e p r e s e n t a t i v e  N o r m a n  R o k e b e r g

INTERIM
718 WEST 4TH AVENUE. SUITE 6A0 
ANCHORAGE, AK 99501 
PHONE: (907) 256-0191 
PAX (907) 258-2918
SESSION:
STATE CAPITOL 
JUNEAU, AK 99801-1182 
PHONE: (907) 485-4968 
FAX: (907)485-2040

S p o n s o r  S t a t e m e n t  C S H B  3 9 3 ( H E S )
" A n  a c t  r e l a t i n g  t o  m a n a g e d  c a r e  f o r  r e c i p i e n t s  o f  m e d i c a l  a s s i s t a n c e ;  a n d

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "

The debate in Congress over Medicaid is focused on two proposals: replacing Medicaid with 
block grants ("MediGrants") to the states or instituting a p e r  c a p ita  cap on the federal 
contribution to Medicaid spending. The former plan would remove the individual entitlement, 
which guarantees services to eligible persons; the latter would retain the individual 
entitlement. Both plans would offer states unprecedented flexibility in administering their 
programs but there will be significant reductions in federal funds.

As the costs of medical care rises, managed care is a way of ensuring a high level of care 
while keeping costs down. Medicaid costs have risen by more than 50 percent over the last 
four years, and will cost the state $336 million dollars this year.

Persons eligible for Medicaid include the Aid to Families with Dependent Children group -- 
AFDC adults, poor pregnant women, and generally healthy, but poor children; and the SSI- 
related group - the elderly and persons who are aged, blind and disabled. The AFDC- 
related group represents about 71 percent of all Medicaid recipients nationwide, but 
accounts for only about 30 percent of all spending.

Medigrants will distribute funds to states without regard to the particular needs and 
circumstances in a state and literally ignores changes in enrollment. HB 393 will prepare the 
state for changes in Medicaid funding at the federal level. The bill ensures adequate public 
debate over the issue. HB 393 asks the Department of Health and Social Services to develop 
legislation creating a managed care program for Medicaid.

Managed care replaces current "fee for service" program with one that requires recipients to 
use designated doctors and other medical providers to be eligible for benefits. Recipients can 
use only pre-approved doctors. At recent count, 43 states have some form of managed care 
in their programs.

HB 393 makes sure that the program developed by the department is one that takes into 
account the views of the public, the medical community and the legislature. A managed care 
program developed by the department should be crafted with input from everyone affected by 
the program. The legislature should have a voice In this matter.



Furthermore, the department has already begun working on a Medicaid Managed Care 
Project. As recent as October 1995, an RFP was awarded to a health management company 
to assist the Division of Medical Assistance in a draft five-year managed care plan. HB 393 
will require legislative approval of a plan, and allow the department to have the benefit of 
public debate surrounding this issue.

HB 393 is a timely bill. I urge your support for this legislation.
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OFFERED IN THE HOUSE FINANCE COMM ITTEE 

TO : CS HB 393 (FIN) vers ion K

Page 2, line 17, a fte r "subm it":

Insert "through the governo r"
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CS FOR HOUSE B ILL  NO. 393( )

IN T H E  L E G ISL A T U R E  O F  T H E  S T A T E  O F  A L A SK A  

N IN E T E E N T H  L E G ISL A T U R E  - SE C O N D  S E SSIO N

BV

Offered:
Referred:

Sponsors): REPRESENTATIVE ROKEBERG

A B IL L  

FOR AN ACT ENTITLED 

"An Act relating to managed care fo r recipients o f medical assistance; and 
providing for an effective date."

BE IT  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

* Section 1. F IN D IN G S  A N D  PU R PO SE . T h e  L eg isla tu re  finds that

(1) the M edica id  program  has p rov ided  adequate hea lth  ca re  for low  incom e 

in d iv id u a ls  in the sta te  s ince its enactm ent in A lask a  in 1972;

(.2) M ed ica id  program  costs have increased  an average o f i 3.9 p ercen t a year 

o v e r  the past five y ea rs , and the num ber o f  elig ib le  ind iv iduals  has grow n from  57,251 in 

1991 to  86,445 in fiscal y ea r 1995 due to the addition  o f  serv ices and  e lig ib le  g ro u p s by the 

C o n g re ss  and the A lask a  S tate L egislature;

(3) M edicaid  program  m anagem ent has evolved from a fee-for-service paym ent 

s tru c tu re  to a po in t w hem . by 1995, 94 percen t o f  the states include som e type o f  m anaged 

c a re  m odel in at least one geograph ic area o f th e ir state;

(4) p rim ary  care case m anagem ent offers an effec tiv e  system  o f care , sim ilar

*1* CSHB 393( )
N e w  T e x ~  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A CK E T ED ]
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to the existing tee-for-service environment, which can generate program savings and preserve 

quality of care, and which has been successful in both urban and rural arear ; and

(5) Alaska has many unique features due to the geography, weather, and wide 

dispersion of population centers that challenge the ability to have successful managed care 

systems in the state; however, the projected downturn in state revenue requires the state to 

seek creative solutions in providing health care coverage for low-income persons at a reduced 

cost in the future.

* Sec. 2. MANAGED CARE PROGRAM, (a) The Department of Health and Social 

Services shall begin development of a managed care system for recipients of medical 

assistance under AS 47.07 by designing and planning to implement two innovative managed 

care pilot projects. The projects must be in one or more predominantly urban areas of the 

state that take into account the unique features of the project areas and include a rural element, 

if feasible. The department shall involve affected consumers and providers of health care 

services in the probable project areas in the development of the managed care system that will 

be used in the projects.

(b) Upon developing a system required under (a) of this section, the Department of 

Health and Social Services shall submit draft legislation that would authorize implementation 

of the proposed system in two or more pilot project areas to the legislature on the first aay 

of the First Regular Session of the Twentieth Alaska State Legislature.

(c) The draft legislation under this section may require that a recipient of medical 

assistance under AS 47.07 must participate in a managed care system in order to remain 

eligible for medical assistance under AS 47.07. This participation requirement may be based 

on geographical, financial, social, medical, and other factors that the Department of Health and 

Social Services determines are relevant to the development and efficient management of the 

managed care system.

(d) The draft legislation under this section may authorize the Department of Health 

and Social Services to apply for waivers of federal law or for other federal approval if federal 

approval is required in order to implement the pilot projects for the managed caje system 

developed under this section.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

WCrr. DRAFT WORK DRAFT WORK DRAFT

CSHB 393( ) -2-
.Vev T e x t :  U n d e r l i n e d  (D E L E T E D  T EX T  BRACKETED)
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122 First Avenue, Suite 600 
Fairbanks, Alaska 99701-4897 

Phone 907/452-8251 • Fax 907/459-3850

Feb. 16, 1996

Rep. Con Bunde &
Rep. Cynthia Toohey 
Co-chairs, HESS 
House of Representatives 
Mail Stop 3101 
State Capitol 
Juneau, AK 99801-1182

RE- HB 393

Dear Reps. Conde and Toohey,

I am writing on behalf of the Tanana Chiefs Conference, Inc. in general support of 
House Bill 393. We are aware that similar health delivery models have been 
implemented successfully in other states. Conceptually, we have no problem with 
recipients of medical assistance being served through a managed care model.

The bill does raise some questions about how Indian Health Service (IHS) beneficiaries 
will be treated under this bill. We note that Section 1(b) states A system developed 
under (a) of this section MA Y require that a recipient... participate. Will IHS 
beneficiaries be exempt from participation under this clause, assuming they will 
continue to receive care at IHS funded facilities?

We would appreciate receiving any additional information to help us understand the full 
intent of HB 393, particularly as it applies to IHS beneficiaries. And, as always, the 
opportunity to comment is appreciated. Thank you.

Sincerely,

TANANA CHIEFS CONFERENCE, INC.

Director, Health Services

S U P P O R T



ALASKA STATE

H o s p it a l  &  N u r s in g  H o m e

ASSOCIATION

March 21, 1996

Representative Con Bunde, Co-Chair 
Representative Cynthia Toohey, Co-Chair 
Health, Education & Social Services Comm. 
Alaska House of Representatives 
Juneau AK 99811-1182

Re: Support, HB 393
Medicaid Managed Care

Dear Co-Chair & Members House HESS:

Community hospitals and nursing homes support HB 393, directing the DHSS to 
develop a managed care or capitated health care system for Medicaid recipients.

Up until now, we have tended to dism iss “managed" care as not casible in 
Alaska because of our small population and large (geographic) size, but the “no 
grow th" Medicaid budget and/or potential reductions in Medicaid funding now 
mandates that we look at all options for the purchase and payment of health care.

Secondly, we understand HB 393 sponsor, Representative Rokeberg, is 
considering a substitute bill that would encourage the Department to work with 
provider groups in the development of a managed care option for the state, and that 
this plan would allow “pilot projects” to determ ine the feasibility of managed care 
before it is implemented statewide. These amendments strengthen HB 393.

Sincerely,

Harlan R. Knudson 
President/CEO

319 Seward Street #11 • Juneau, AK 99801 * (907) 586-1790 • Fax (907) 463-3573



l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

1996

4107 Laurel Street • Anchorage, Alaska 99508-5334 • (907)562-2662 • FAX (907)561-2063 

March 26, 1996

Representative Norman Rokeberg 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182
Re: HB 393 Managed care for Medicaid beneficiaries 
Dear Representative Rokeberg:
The Alaska State Medical Association has no position on your bill, HB 393.
We are aware that DHSS has contracted to develop plans for managed care for Medicaid 
beneficiaries.
Two o f our committees will be considering HB 393:

I shall let you know if an opinion o f the Association emerges from these meetings. I realize that 
it is late in the session already and apologize for our slowness in addressing this important issue.

Legislative Committee
Medicaid Physician Resource Committee

March 30 
April 17

Rodman Wilson, MD 
Acting Executive Director



ALASKA STATE LEGISLATURE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE 

* ‘ Division of Legislative Finance

P.O .Box 113200 
Juneau. AX 99811-3200  

(907) 465-3795  
FAX (907) 463-4385

M E M O R A N D U M

D A TE: January 8, 1996

TO: R epresen tative N orm an R okeberg
Attn: M ia C ostello

FRO M : Jetta W hittaker —
Fiscal Analyst

SU B JECT: M edicaid Funding

You asked for a five o r ten  year sum m ary o f  M edicaid funding broken ou t by major funding 
source. The attached spreadsheet offers a funding history starting with Actuals from FY92.

In  o rder to get you som e inform ation as soon  as possible, I started with data that was fairty 
readily available. To present a h istory  for he years before FY 92 Actuals will take a bit m ore 
effort, in that General Funds sum m aries w ere not routinely done and the num bers will have to  be 
calculated. I f  you w ould like me to pursue this further, please don’t hesitate to call.



Department of Health nndSocin) Services 
Medicaid Funding - Tola) Fund*, General Funds, and Other Food**

FY92
Actual

FY93 
Aulh Actual

TV 94 
Auth Actual

FY95
Auth Actual

FY96
Enacted

Medicaid Facilities 99.548.1 126,863.4 105,609.0 112,951.3 131,803,1 125,387.3 131,465.5 145,270,4
General Funds 49,970.2 63,221.1 52,751.5 56,87.7.2 66,176.3 62,925.4 65,130.8 72,765.9
Other Funds > *19.J577.9 63,642.3 52,857.5 56,124.1 65,626,8 62,461.9 66,334.7 72,504.5

Medicaid Non-Fncilitics 86,446/) 90,893.2 100,766.7 116,460.5 114,343.9 133,892.6 121,220.5 135,333.4
General Fimds '42,957.4 44,839.1 50,695.2 58,291.5 57,004.8 66,226.0 61,058.4 66,473,6
Oilier Funds 43,4X9.2 46,054.1 50,071.5 58,169.0 57.339.1 67,666.6 60,162.1 68.859.8

Indian Health Services 12,672.6 16,529.8 16,673.2 16,698.0 7.0,150.9 19,822.0 21,149.0 24,432.7
General Funds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other Funds 12,672.6 16,529,8 16,673.2 16,698.0 7.0,150.9 19,822.0 21,149.0 24,432.7

Medicaid State Programs 3.954.6 5,174.7 4,601.6 11,784.9 17,444.5 19,385.2 19,353.8 19,945.2
General Fluids 0.0 186.6 0.(1 1,663.3 3,649.5 2,081.7 2,187.8 3,523.2
Other Funds 3,954.6 4,988.1 4,601.6 10,121.6 13,795.0 17,303.5 17,166.0 16,422.0

Waivers Services 11,483.6 724.7 8,881.5 4,006.2 1 1,248.8
General Funds 5,741.9 362,4 2.364.8 886.6 2,256,3
Other Funds 5.741.7 362.3 6,516.7 3,119.6 8,992.5

TOTAL 202,621.9 239,461.1 227,650.5 269,378.3 284,467.1 307,368.6 297.195.0 336,230.5
General Funds 92,927.6 108,246 8 103.446,7 122,523.9 127,193.0 133,597.9 129,263.6 145,019.0
Oilier Funds 109,694.3 131,214 3 124,203.8 146.854.4 157.274.1 173,770.7 167,931.4 191,211.5

* "General Funds" includes General Fund, Goneral Fund Match, General Fund/Program Receipts, General Fund Mental Hcalth.nnd
General Fund Program Reccipls/Dcsignalcd. "Other Funds" includes mainly Federal Fluids, but may also include some Inter Agency Receipts,

MCAIOIIISjas Pagi 1 L« l)M > ltvn R n a iic *  D M itw i 1/8/98 CMPM



A L A S K A  S T A T E  L E G IS L A T U R E  
H ouse o f  R e p re se n ta tives

COMMITTEE: ASSIGNMENTS:
OIL i  GAS, CHAIRMAN 
LABOR 4 COMMERCE. VICE CHAIRMAN 
ADMINISTRATIVE REGULATION REVIEW. VICE CHAIRMAN 
HEALTH, EOUCATION * SOCIAL SERVICES, MEMBER 
ECONOMIC DEVELOPMENT, MEMBER

To:

From:

Date:

Re:

INTERIM: • .
718 WEST 4TH AVENUE. SUITE 840 
ANCHORAGE, AK #0501 
PHONE: (907)258-8181 
FAX (907) 258-2918
SESSION:
STATE CAPITOL 
JUNEAU, AK 99801-1182 
PHONE: (907)485-4868 
FAX: (907) 465-2040

R e p r e s e n t a t i v e  N o r m a n  R o k e b e r g

M em orandum

Representa tive C yn th ia Toohey
Chair, House Health, Education and Socia l Serv ices Comm ittee

R o k e b e r g ^ ^ ^  ^Representa tive Norman 

March 12, 1996

M anaged Care fo r the A laska M ed ica id Program

I though t you ’d be interested in the attached pages taken d irec tly from the Department 
of Health and Socia l Serv ices FY 97 budget ove rv iew .

As th is pape r ind ica tes , the departm en t is agg ress ive ly pursu ing managed care and 
has a lready awarded a con trac t fo r a review of managed care options fo r the A laska 
M ed ica id P rogram .

W ithou t passage of HB 393, the public , health care providers, health care consumers 
and the leg is la tu re are left w ithou t a voice in the matter. The bill requires the 
departm en t to in troduce the ir m anaged care program in the form of legislation next 
year.

I believe the departm en t will benefit from having th is managed care discussion in the 
pub lic forum . Again , I urge you r support fo r HB 393.

B A C K G R O U N D



EXAMINING MANAGED CARE ALTERNATIVES

Background
In FY 94, the Legislature provided a clear message that the Division should manage medical 
assistance programs to slow down the rate of growth in the program. (See Legislative intent 
statement, Ch. 3, FSSL.'. 94, page 21, lines 36-38). Some actions were taken during FY 94 to 
assure appropriate use of services, resulting in cost avoidance/savings of about $25 million. 
Many cost savings actions were enhanced or initiated in the past two Fiscal years to achieve 
both the Legislative intent and the department's goals. The Division’s Annual Reports provide 
brief descriptions of these activities, including contracting for case reviews and services, and 
initiating special projects for development of case management services and managed care 
programs. Some of these actions are designed to show an immediate reduction in costs, while 
others were begun with the knowledge that cost savings will not occur until later. Some cost- 
saving measures which, at first, appeared to promise savings were later found to be 
impractical because the action would result in utilization shifts to services which cost more, 
would be contrary to federal law, or cost more to administer than the service cost savings 
gained.

Managed Care
Building on the successes of the past two years, the division awarded a contract in the fall of 
1995 for a review of managed care options for the Alaska Medicaid Program. This contract 
will update health care delivery information formerly contained in the now defunct State 
Health Plan, analyze expenditure information, review other states experiences in implementing 
managed care arrangements, and make recommendations for managed care delivery system 
options likely to work in the state. Because Alaska's health care system has not developed a 
managed care infrastructure, the division will not be able to simply purchase services from 
existing managed care networks. Movement into the managed care arena will necessitate the 
education of health care providers and fostering the development of health care delivery 
networks in addition to receiving required federal waiver approvals. The contract is timely, in 
that its recommendations should assist the division in dealing with Congressional restructuring, 
and budget reductions, currently being debated in Washington.

The division is giving special consideration to implementation in FY 97 of a managed care 
model called Primary Care Case Management (PCCM). The PCCM project would begin in 
selected areas of the state. PCCM is a case management system in which a patient enrolls 
with primary care provider for basic medical care. The primary care provider also manages 
the care of the patient, authorizing certain services such as laboratory, x-ray, and emergency 
room care. PCCM is the managed care model usually adopted in rural areas of the country 
where Health Maintenance Organizations (HMOs) don’t exist.

DM A-7



This PCCM approach using physicians antf mid-level practitioners, such as advanced nurse 
practitioners and physician assistants as case mangers, allows states to provide appropriate 
access for recipients to primary care, and to reduce unnecessary Medicaid expenditures. Under 
PCCM, Medicaid recipients typically are required to select a physician or mid-level 
practitioner who will be their case manager -- providing primary care servic' ? and authorizing 
in advance all other medical services (except for instances of bona Fide emergency), hi this 
way the primary care case manager functions as a “gatekeeper” for recipients who may over­
utilize services and/or prescriptions. As a result of the responsibility vested in the case 
manager, the physician or mid-level practitioner provides more individual oversight of the 
recipient and, thereby, assures that the total use of services is appropriate. This effort 

-increases the quality of care for those recipients and, at-the same time, reduces expenditures 
for duplicative or overlapping and unnecessary services.

A waiver from the federal Health Care Financing Administration is required before the state 
may initiate a PCCM program. To obtain a waiver for this purpose the state must complete an 
application for review by the federal Health Care Financing Administration. The waiver 
application must clearly delineate and document the characteristics of the population to be 
served, the geographic area to be covered, the cost-efficiency of the proposed activity. An 
assurance must be made that the recipient’s access to care is not limited. Waivers granted for 
this purpose have been relatively flexible, allowing states to design a program for physician 
enrollment 2s a primary care case manager that meets the particular need identified by the 
state.
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be achieved. Insufficient provider participation is one common explanation of why existing 
programs have not expanded on a broader and/or statewide basis.

£.*1

Thirdly, sm all-scale implementation also allows the conversion o f systems to accommodate 
m anaged care and testing o f the system on a more manageable number of providers and recipients 
before incorporating the program as a statewide initiative.

The A F D C  and AFDC-related populations are clearly the most common groups o f Medicaid 
recipients currently enrolled in any type o f managed care program. Even states that now enroll SSI 
clients began their mandatory programs with AFDC populations.

CARE MANAGERS (PCCM PROGRAM)

In m ost states, medical care managers (or case managers) sign a provider agreement before they 
can participate in the program. In many instances, this agreement is an addendum to an existing 
agreem ent for the provision o f  services to Medicaid recipients. In at least one state, North Dakota, 
a separate agreem ent is not necessary as long as the physician has signed the standard provider 
agreem ent

W hile the preference for care manager is a primary care physician, several stales allow other 
practitioners and/or group providers to be care managers. In most instances, the allowance of 
ocher providers to manage care is a result o f an insufficient number o f physicians to meet the needs 
o f  the M edicaid  population eligible for enrollment in the PCCM program. Roughly one-half of the 
states w ith  PCCM programs permit nurse practitioners .0 be care managers. Several states allow 
federally qualified health centers, community/mral health centers, Indian health centers, and 
hospitals to  be care managers. O f the states that do have nurse practitioner care managers, state 
licensing requirements stipulate that a close relationship must be in place between the nurse 
practitioner and a physician.

The PCCM  m odel is often used within a broader capitated model as well, but it is then the managed 
care organization's responsibility to recruit providers and monitor performance.

Program specifications vary across states regarding the number o f  recipients a single care manager 
can m anage and still provide sufficient access and quality o f care. In general, the upper limit for 
the num ber o f  enrollees a single provider can manage ranges from 1.000 to 2,000.

A s part o f  a managed care provider agreement, the provider must have a mechanism in place to 
provide 24-hour coverage. This ensures that there is an alternative to hospital emergency room 
care. T he intention is to reduce inappropriate emergency room visits, thereby reducing overall 
program co sts . Despite this 24-hour coverage requirement, controlling inappropriate emergency 
room  u se  continues to be a constant battle across the country.

EDUCATION

T he im portance o f managed care education for both providers and recipients cannot be understated. 
T he am ount o f  education that is offered never seems to be enough.

B ased  on the experience o f other states, providers should be brought into the process as early as 
possib le. I f feasible, they should be deluded in the conceptual stages, well before implementation. 
This ensures that the provider community is aware o f the plans and feels some ownership of the 
program. Adequate provider education in the early stages also tends to increase the ability to 
recruit needed  providers. As an example, the State o f Virginia received endorsement from the 
Virginia M edical Society for its PCCM program early in the implementation process and
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Other state's experience has mirrored Michigan and Florida, so managed care plans have become a 
popular way to decrease cost while improving access and offering quality care. As more of the 
state's population becomes enrolled in managed care, the base of fee-for-service recipients 
decreases which creates difficulty when attempting to figure cost savings. States usually project 
costs based on experience and inflation factors when the fee-for-service populations decreases. All 
states report cost savings but the amount or percentage of cost savings varies depending on the 
benefit structure, the number of enrollees, and the cooperation of the provider community.

PREVENTION SERVICES

The focus on prevention services by managed care organizations and models assumes recipients 
will be given preventive care, which will in turn result in lower overall costs because persons will 
receive necessary care before situations become acute. Since Alaska Medicaid does not currently 
offer many preventive services for adults, this may be reflected in the overall cost savings (or lack 
of savings) of any managed care plan that is implemented.

The success of a PCCM program, both in operational and financial terms, is highly dependent on 
recruiting a sufficient number of primary care providers to participate in the program. Within the 
HMO structure, the HMO is responsible for ensuring an adequate provider base. In the fee-for- 
service system, the individual must navigate the system and find provide. willing to accept 
Medicaid. By transitioning to a PCCM program, the State assumes the responsibility of 
determining an adequate provider base and assuring recipient access.

QUALITY

While cost may be the first reason states look to managed care programs, another concern, that of 
quality, can also be addressed through the use cf managed care plans. If patients are assigned a 
particular provider or set of providers, those providers can be held responsible in pan for the health 
of their enrollees. Outcome measures are now being developed to help providers and patients 
become informed about best treatment methods. Measuring the quality of care also becomes easier 
if access by the patient is limited to a particular set of providers. Chart reviews are more complete 
if patients have a primary care provider who must either render or authorize medical care.

Michigan and Kentucky are among the states that give "report cards" to their PCCM providers that 
compare the PCCM's practice patterns with other like PCCM providers. The report cards serve a 
dual purpose, one of encouraging providers to bring their practice patterns nearer to the norm thus 
offering a positive incentive to providers and second, one of monitoring and eventually removing 
providers who continue to practice outside of accepted norms for a prolonged period of time.

As states gain greater experience with managed care programs and organizations they are becoming 
more sophisticated in looking for and measuring quality of care for Medicaid recipients.

ACCESS

States also look to managed care to help them guarantee access to quality medical care. In a fee- 
for-service system it is often assumed that recipients are able to access medical care when they need 
it. In a managed care system, recipients are assigned to providers. Underserved areas are quickly 
identified under this system and stales can become proactive in encouraging more provider 
participation in the Medicaid program, especially in the areas known to have too few providers.
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be achieved. Insufficient provider participation is one common explanation of why existing 
programs have not expanded on i  broader and/or statewide basis.

Thirdly, sm all-scale implementation also allows the conversion of systems to accommodate 
managed care and testing o f (he system on a more manageable number of providers and recipients 
before incorporating the program as a statewide initiative.

The A F D C  and AFDC-related populations are clearly the most common groups o f Medicaid 
recipients currently enrolled in any type of managed care program. Even states (hat now enroll SSI 
clients began their mandatory programs with AFDC populations.

CARE MANAGERS (PCCM PROGRAM)

In m ost states, medical care managers (or case managers) sign a provider agreement before they 
can participate in the program. In many instances, this agreement is an addendum to an existing 
agreem ent for the provision o f  services to Medicaid recipients. In at least one state, North Dakota, 
a separate agreement is not necessary as long as the physician has signed the standard provider 
agreem ent

W hile the preference for care manager is a primary care physician, several states allow  other 
practitioners and/or group providers to be care managers. In m ost instances, the allowance of 
other providers to manage care is a result o f  an insufficient number of physicians to meet the needs 
o f  the M edicaid  population eligible for enrollment in the PCCM program. Roughly one-half of the 
states w ith PCCM  programs permit nurse practitioners to be care managers. Several states allow 
federally qualified health centers, community/rural health centers, Indian health centers, and 
hospitals to  be care managers. O f the states that do have nurse practitioner care managers, state 
licensing requirements stipulate that a close relationship must be in place between the nurse 
practitioner and a physician.

The PCCM  m odel is often used within a broader capitated model as well, but it is then the managed 
care organization’s responsibility to recruit providers and monitor performance.

Program specifications vary across states regarding the number o f  recipients a single care manager 
can m anage and still provide sufficient access and quality o f care. In general, the upper limit for 
the num ber o f  enrollees a single provider can manage ranges from 1,000 to 2,000.

A s part o f  a managed care provider agreement, the provider must have a mechanism in place to 
provide 24-hour coverage. This ensures that there is an alternative to hospital emergency room 
care. The intention is to reduce inappropriate emergency room visits, thereby reducing overall 
program co sts . Despite this 24-hour coverage requirement, controlling inappropriate emergency 
room  use continues to be a constant battle across the country.

EDUCATION

The im portance o f managed care education for both providers and recipients cannot be understated. 
T he am ount o f  education that is offered never seems to be enough.

B ased  on the experience o f other states, providers should be brought into the process as early as 
possib le. I f  feasible, they should be included in the conceptual stages, well before implementation. 
T his ensures that the provider community is aware o f  the plans and feels some ownership of the 
program. Adequate provider education in the early stages also tends to increase the ability to 
recruit needed providers. As an example, the State o f Virginia received endorsement from the 
Virginia M edical Society for its PCCM program early in the implementation process and
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experienced no problems in reenjinng physicians for participation in the program. Nebraska, on 
the other hand, quickJy implemented a PCCM plan without much recipient, provider, or advocate 
input, and is receiving a backlash from those groups excluded from the formation process.

The education of Medicaid recipients on available managed care programs and how to seek services 
once enrolled is a continuous process. States have tried a variety of methods of communication 
with hopes of improvingthe effectiveness of education. Methods include face-tCHface meetings, 
brochures, and videos. The need for prior authorization for certain services and inappropriate use 
of emergency rooms are two areas with which states have the most compliance difficulty.

MOTTVATJON BEHIND IMPLEMENTATION

In general, the motivation for a state to implementing a Medicaid managed care program is to 
increase access to care, to contain costs, or both. Regardless of which type of managed care 
program is implemented, access to care should increase, as long as the State tomes adequate 
recruitment of providers and good contract oversight TTie type of program implemented, 
however, greatly affects the ability to realize any cost savings. In general, because of the very 
nature of end risk associated with HMOs, i.e., controlled and directed utilization and focus on 
preventative care, implementation of HMOs provides the greatest opportunity to reap predictable 
program costs. The implementation of a PCCM program, on the other hand, may result in 
additional costs, at least in the beginning, due to an increase in the continuity of are a d  
accessibility to providers. Decreased use of the emergency room for inappropriaae/aon-emcrgcm 
care and decreased inpatient admissions are areas where savings c a  be realized. Note that Alaska 
may not see decreased emergency room use because of the unavailability of other providers.

COST

Cost reduction or containment is the major goal of most states when imaged care plans are 
designed a d  implemented. HCFA requires through the waiver process that show a cost 
savings therefore the evaluation of the managed care plan(s) includes a section that compaes the 
cost of the Medicaid program under a fee-for-service reimbursement structure with the cost of 
delivering services under the managed care pla(s). AD states have experienced cost savings when 
implementing managed care plans including the PCCM plan. Cost savings continue to accrue as 
long as the plans are in operation for most states. A few states have incurred additional costs when 
implementing a PCCM but that was usually due to providing better access for recipients at the same 
time fee screens paid to providers were increased.

Managed care plans save the most money in areas where recipients have an oversupply of 
providers. This oversupply may lead them to seek medical services more often than is appropriate. 
For example, the Physician Sponsor Plan in Michigan was initially implemented in Wayne County, 
Michigan. TTie City of Detroit is located in Wayne County. Wayne Gxinty's supply of doctors, 
hospitals, and other medical providers is plentiful. Recipients there often "doctor shopped", that is 
sought care from many different doctors which often resulted in increased costs without a 
corresponding increase in health status. Recipients were also observed using the emergency room 
of local hospitals for non urgent conditions. This practice added substantia] expenditures to 
Medicaid costs. When the Physician Sponsor Plan, Michigan's PCCM plan, was introduced ' 
savings were experienced immediately because utilization patterns were changed. Studies have 
shown this did not result in a decrease of health status for enrollees.

Florida also experienced a immediate savings (20%) over the same fee-for-aervice population in the 
first ten months operation of MediPass, their PCCM plan. This savings was used for justification 
of the statewide expansion of the plan.
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Other stale's experience has mirrored Michigan and Florida, so managed care plans have become a 
popular way to decrease cost while improving access and offering quality care. As more of the 
state's population becomes enrolled in managed care, the base of fee-for-service recipients 
decreases which creates difficulty when attempting to figure cost savings. States usually project 
costs based on experience and inflation factors when the fee-for-service populations decreases. AH 
states report cost savings but the amount or percentage of cost savings varies depending on the 
benefit structure, the number of enrollees. and the cooperation of the provider community.

PREVENTION SERVICES

The focus on prevention services by managed care organizations and models assumes recipients 
will be given preventive care, which will in turn result in lower overall costs because persons will 
receive necessary care before situations become acute. Since Alaska Medicaid does not currently 
offer many preventive services for adults, this may be reflected in the overall cost savings (or lack 
of savings) of any managed care plan that is implemented.

The success of a PCCM program, both in operational and financial terms, is highly dependent on 
recniiting a sufficient number of primary care providers to participate in the program. Within the 
HMO structure, the HMO is responsible for ensuring an adequate provider base. In the fee-for- 
service system, the individual must navigate the system and find providers willing to accept 
Medicaid. By transitioning to a PCCM program, the Slate assumes the responsibility of 
determining an adequate provider base and assuring recipient access.

QUALITY

While cost may be the first reason states look to managed care programs, another concern, that of 
quality, can also be addressed through the use of managed care plans. If patients are assigned a 
particular provider or set of providers, those providers can be held responsible in pan for the health 
of their enrollees. Outcome measures are now being developed to help providers and patients 
become informed about best treatment methods. Measuring the quality of care also becomes easier 
if access by the patient is limited to a particular set of providers. Chan reviews are more complete 
if patients have a primary care provider who must either render or authorize medical care.

Michigan and Kentucky are among the states that give "report cards” to their PCCM providers that 
compare the PCCM’s practice patterns with other like PCCM providers. The repon cards serve a 
dual purpose, one of encouraging providers to bring their practice patterns nearer to the norm thus 
offering a positive incentive to providers and second, one of monitoring and eventually removing 
providers who continue to practice outside of accepted norms for a prolonged period of time.

As states gain greater experience with managed care programs and organizations they are becoming 
more sophisticated in looking for and measuring quality of care for Medicaid recipients.

ACCESS

Stales also look to managed care to help them guarantee access to quality medical care. In a fee- 
for-service system it is often assumed that recipients are able to access medical care when they need 
it. In a managed care system, recipients are assigned to providers. Underserved areas are quickly 
identified under this system and states can become proactive in encouraging more provider 
participation in the Medicaid program, especially in the areas known to have too few providers.
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BARRIERS TO IMPLEMENTATION O F  A MANAGED CARE PROGRAM

Although each sutc implemented its managed care program under iu  own set of circumstances and
tim e constraints, common barriers are prevalent throughout the country.

LESSONS LEARNED

Each state interviewed emphasized that they had often made mistakes. Following is a summary of
suggestions other states believe should be given careful consideration, when design tig -nd
im plem enting a managed care plan, so the mistakes they made will net be repealed.

•  Communication with providers, recipients, agency staff, and the community is paramount to 
the success of the program. Communication must be begun early and w fliin fd  throughout the 
life  o f  the endeavor.

•  System  design must be done carefully with adequate timeframes allowed for testing.

•  B egin  implementation in a small area and gradually increase the number of providers and 
recipients by bringing on other regions on a gradual basis.

•  Form an advisory committee made up o f providers to help in the design and implementation of  
the plan.

•  A sk  your provider community to be a part o f  the program at the very beginning o f your design 
phase.

•  A ssign  adequate staff to sustain your effort.

•  Education o f providers and recipients must be a primary focus o f the program

•  Coordination with other state agencies helps ensure success.

•  Carefully select your initial implementation area.

•  D esign  a solid referral authorization system.

•  U sin g  contractors for the enrollment and education function is often a good idea.

•  B e  sure you have a commitment from the governor, legislature, and department to support the 
program.

Each o f  these components will be more fully developed in later sections o f the report.
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PROVIDER SUPPORT

As with any type of change, the provider community in most states has viewed the introduction of 
Medicaid managed care, at least initially, with apprehension and skepticism. However, states that 
have acknowledged early in the development stages that this may be a problem, and those who 
have taken actions to address it, have had more success in gaining provider support. For example, 
Colorado, Kansas, Kentucky, and Michigan had open lines of communication with their provider 
community and therefore engendered much support from them when their plans were 
implemented. South Dakota has instituted a four-month implementation process for both providers 
and recipients which is followed when managed care moves into a new county. This process has 
been successful in increasing awareness of the program and educating both providers and 
recipients in an organized and timely manner.

The problems encountered with providers include not involving them early in the implementation 
process, not educating them regarding the program and their participation, and failing to anticipate 
their fear of change and of the introduction of managed care. One result of each of these Hamers 
has been difficulty in recruidng enough providers to sustain the program and to allow it to meet its 
primary objective: linking each eligible Medicaid recipient with a primary care physician. Although 
involving providers in the development stage may slow the planning and implementation process, 
states agree the feelings of provider ownership that can be generated by this process reaps many 
later rewards in terms of provider participation.

Alaska in particular may have a difficult time convincing providers that the introduction of managed 
care will not adversely affect them. Some providers may have moved to Alaska to escape managed 
care, while others have never been a part of a managed care system, but have heard from 
colleagues in the lower 48 states of the negative impact of managed care on a private physician’s 
practice,

HMOs often have the most difficulty recruiting providers in geographic areas which have not 
previously experienced capitation or risk. The FFS system has worked well lor providers and 
there is distrust of any arrangement where the goal is cost containment. Also, HMOs introduce 
another administrative layer and, often, standards of participation.

ENROLLMENT

The management of the program, specifically as it relates to tracking enrollment and eligibility, has 
posed major problems for some states. Nonetheless, states which implemented their managed care 
program on a pilot basis have faced fewer problems from an enrollment perspective. While it is 
exciting to implement a new program statewide and take advantage of the enthusiasm of those 
involved, the ability to learn horn mistakes on a pilot basis can be beneficial.

Because of the Alaska's demographies and the relatively small number of concentrated Medicaid 
recipients, the benefits of implementing the program in only a few aras is applicable to Alaska. 
One issue to be resolved is die amount of direct marketing to recipients to allow managed care 
entities. While this decreases the amount of education the State must provide, it increases the 
potential for inappropriate information dissemination.*- •

INFRASTRUCTURE/AGENCY ORGANIZATION

The structure of the Medicaid agency and other agencies involved in managed care activities must 
be modified to meet the different needs and demands of a managed care program. The States we 
talked with often did not anticipate the amount of additional staff time the formation and 
implementation of a managed care program would require. Many states commented that allocating
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full-time staff to the development and implementation of a managed care plan would have ensured a 
more successful program. After implementation, often full lime staff must be devoted to the 
administration of the managed care plan. In addition, many other positions in the department will 
be forced to devote a portion of their time to the operation of the managed care plan in areas such 
as:

• claims processing,
• contracting, and
• utilization review.

States that did not allocate appropriate staffing to their programs negatively affected overall agency 
morale and seriously jeopardized the success of the program. States often advise a slow start as 
opposed to an enrollment of hundreds of thousands of people simultaneously. This allows staffing 
to grow at appropriate levels and ensures that early problems can be resolved efficiently. Staff time 
necessary to make system changes and additions was often cited as problem areas for stain. Most 
staff did lot allocate enough resources nor allow enough time for systems changes to occur. 
Consequently, they experienced many problems such as:

• improper enrollments,
• inadequate notification of changes to providers and recipients, and
• prior authorization controls that did not work.

States also emphasized that the agency's commitment to the implementation and expansion of a 
managed care plan is crucial to its success. Agency commitment usually means widespread 
support for the program not only within the agency but in the State generally. Support from the 
governor's office, legislature, and other agencies give the department workers confidence that a 
well-planned program will be successfully implemented. Proper support helps ensure the 
necessary resources will be available to the agency. Slates that did not concentrate their efforts on 
the development and implementation of their new managed care delivery system often experienced 
political, advocate, provider, and recipient problems which inhibited enrollment in the plan.

Common organizational structures are described in more detail in the section titled ‘‘Administrative 
Management Practices.’'

RECIPIENT EDUCATION

From an operational standpoint, providing sufficient education to recipients enrolled in the program 
is an ongoing struggle and is often in need of improvement. During initial enrollment, recipients 
must be educated on all aspects of the program from a user's perspective. A fair amount of re­
educating and hand-holding is necessary to make it as clear as possible what the recipient is 
expected to do and how the program works. Once the program is in place and recipients are 
enrolled, continued education is necessary, not only as a reinforcement on the operational aspects 
most frequently misused in die program, but also as a mechanism to provide new information and 
to communicate changes/modifications in the program.

Since every state continues to struggle with recipient education beyond the imp: mentation phase, 
no state provided any real insight into how to improve education. Based on the experience of other 
states, however, it is clear that the need for and importance of recipient education is as important on 
an on-going basis as it is during initial enrollment Some states are even increasing their emphasis 
on education. As an example, in North Carolina, where a PCCM program has been operational for 
five years, the State has reorganized its managed care division to include a team of “field workers” 
who do nothing but visit providers and recipients throughout the state for educational purposes.
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A D M IN  1STRA TIVE FUNCTIONS

From an administrative standpoint, there are some common functions which must be present in any 
managed care program. These functions, including ways various states address them, are 
described below.

PRIOR AUTHORIZATION
An enrol lee in a PCCM program must obtain prior authorization from his/her care manager before 
obtaining services which require authorization. Most PCCM programs state that failure to obtain 
the necessary authorization for a non-emergency service results in the Medicaid recipient’s 
responsibility to pay for the service. North Carolina, under its Carolina Access program, and 
South Dakota have developed forms which the recipient is obligated to sign prior to receiving the 
requested service acknowledging that the requested service has not been authorized and thereby 
agreeing to be financially responsible for this service.

The same is true of capitated arrangements; i.e., non-authorized, out-of-plan services are the 
financial responsibility of the recipient. It is important that the provider community is aware of the 
need for authorizations and what to do if a recipient presents for treatment and does not have the 
appropriate authorization.

“LOCK- IN ”

Some states have implemented a “lock-in” policy for their PCCM enrollees. Locking an enrollee 
into the PCCM plan generally means requiring the enrollee to remain with the PCCM program for a 
specific period of time, generally six months or more. States often demand that the enrollee remain 
with the same PCCM provider during the lock-in period. Exceptions to this policy may be granted 
in the following circumstances: the provider leaves the program, the recipient moves, the patient 
and provider may have a disagreement

The term "lock-in" should be distinguished from administrative program.) that states have 
instituted, including Alaska, to closely monitor the utilization patterns of recipients who 
inappropriately use excessive amounts of services. "Lock-in" as used in this section refers to the 
ability of States to require enrollment in a managed care plan for a specific period of time, usually 
six months or one year.

The State has the option of requiring a six-month “lock-in” for recipients who join a federally 
qualified HMO. In addition, the 1915 (b) waiver authority includes the ability to have a "lock-in” 
to a program type, e.g., PCCM or HMO, as long as recipients can change providers within the 
program.

LEGAL

Before stales can implement a managed care program, they must have the legal authority to do so. 
This usually requires support from the legislature and governor and often requires legislation 
which allows the department to implement the plan. The appropriation bill at the very least must 
fund the administration of the managed care plan. Often current rules and regulations must be 
researched to insure there are no conflicts. If conflicts are uncovered, rules and regulations must 
be modified prior to the implementation of the plan. Regulatory agencies of the State should be 
consulted and should review the plan as they may.be involved in regulatory oversight of providers. 
It is much better to research laws and regulations during the design phase of the plan rather than be 
caught short during implementation.
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WAIVER

States wishing to mandate enrollment in managed care plans must request waivers from the Health 
Care Financing Administration (HCFA) to allow them to implement their plan(s). Medicaid 
programs are administrated according to Title XIX of the Social Security Act. Most managed care 
plan waivers must be granted by HCFA before a State implements a program. Failure to seek and 
be granted a waiver jeopardizes Medicaid funding. HCFA utilizes two waiver authorities to gram 
exceptions to Tide XIX regulations. Following is a brief description of the differences between (he 
1915(b) waiver und the 1115 waiver.
Both of these instruments allow the federal government to waive certain portions of Title XIX of 
the Social Security Act. In order for states to obtain federal financial participation for their 
Medicaid programs, the states must comply with the law as contained in Tide XDC and (he 
published regulations that further define the legislative intent As an aside, the Social Security Act 
contains many other Titles which govern other programs such as Aid to Families with P y iy H * 
Children (AFDC), Supplemental Security Income (SSI), Children with Special Health Ctre 
Services, Medicare, etc. Title XIX, Medicaid, is our focus.
There are mandatory and optional portions of Title XIX. Each state submits a State Plan which 
must be approved by the federal government and is audited to assure compliance. The State Plan 
spells out how mandatory provisions are met, which of the optional provisions the state intends to 
implement, and how it will do so. There are several key regulations that dictate how services will 
be provided to Medicaid eligibles.

• Statewideness means that services must be provided to all residents of a 
Although provider availability cannot be guaranteed, the State must make every effort 
to assure that covered services are available throughout the state.

• Freedom of Choice assures that Medicaid eligibles may choose the provider from 
whom the recipient will receive services. States require that providers sign 
participation agreements and can preclude provider participanon under certain 
conditions; however, to the extent that a provider type participates, recipients must be 
allowed to select their provider from those participating.

• Comparability of Services means that, except as prescribed by the law, services 
offered to one Medicaid recipient must be offered to all. The law does make some 
distinctions, particularly by age. For example, States may offer EPSDT services to 
children but not comparable services for adults. States may not make distinctioos 
unless allowed under the Act. What this means, for example, is that the states cannot 
offer a particular service to adolescents and not offer it to all eligible children. They 
cannot provide nursing home services by diagnosis -  they must be available to all 
eligibles who meet admission criteria.

Section 1915(b) waivers (a.k.a. Freedom of Choice waivers) allow states to waive regulations 
contained within Section 1902 of Title XIX. The three listed above are among the most commonly 
requested to be waived. A PCCM program does not usually begin statewide -  instead counties or 
regions are added as networks are established and the State has capacity to handle enrollments. 
Freedom of Choice wai\ rs are needed to mandate enrollment Comparability of Service waivers 
are needed because the states usually mandate enrollment for only some Medicaid eligibles, e.gn 
AFDC. The intent of Congress in establishing the 1915(b) waiver authority was to give states 
flexibility in designing delivery of service systems. Note: voluntary enrollment in HMOs does not 
need a 1915(b) waiver; mandatory enrollment does.
The 1915(b) waivers must demonstrate three things: cost effectiveness, access to care, and quality 
of care at least equivalent to that of the Medicaid program without the waiver. Waivers are usually 
granted for two years and are renewable. The waiver process is fairly onerous and can be
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expensive since states must evaluate cost effectiveness, access and quality through outside sources 
for at least the first two waiver periods.
This waiver authority has existed since the passage of OBRA-81 (although not implemented until 
1982). Almost every state has at least one 1915(b) waiver or is in the process of obtaining a 
waiver. All of the PCCM programs have been implemented using 1915(b) as the vehicle.
Section 1115 waivers have been around for much longer than 1915(b) waivers, but until 
recently were quite unwieldy and unattractive because of the work they require and the time 
limiting factor. Section 1115 was set up to allow states to test reimbursement and eligibility 
. - vations which might ultimately be incorporated into the Medicaid program through legislative 

.ton. The waivers are granted to allow a "Research and Demonstration'' project to occur. In the 
,/ast, the projects were limited to one three to five year period and then were terminated. An 
extensive research methodology was an essential pan of the overall project. Grant money was 
available to the states. The 1115 application was not approved unless the design put forth was 
deemed to explore items of interest to the federal government Waivers could be granted for all of 
Section XIX, unless clearly prohibited. The application process can be tin* consuming and does 
not have the activity schedule guaranteed as is done far the 1915(b).
Recently, the Clinton administration opened up the 1115 process. The intensive, short-term 
research & demonstration 1115 is still available. In addition, states can request a “waiver-only” 
1115. The waivers may be requested for five year periods and, although they are not strictly 
renewable, the government says that it will provide assistance in changing statute to allow the 
program to continue if it is deemed a success. Programs may replicate other nrogrxms -  a clear 
departure from the research and demonstration philosophy. Also, the federal'employees are 
supposed to assist states in the process and expedite the applications.
This 1115 vehicle allows the flexibility of waiving not only section 1902 but also 1903. It is in 
section 1903 that reimbursement and eligibility regulations reside. States are using the waiver-only 
1115 to expand eligibility to currently uninsured poor who either exceed current income 
requirements or do not meet other categorical eligibility requirements. There is experimentation 
with copayments, reimbursement methods and, of course, managed care models. Many states are 
moving to expanded eligibility to achieve health care reform for uninsured or underserved state 
citizens since it now appears very unlikely that national health care reform will occur.
One of the key features of the 1115 is that it must be federal budget neutral. This is the most 
limiting factor for states. Fortunately, the budget neutrality can be spread over the life of the 
project. This means that expenses may be higher going in but savings achieved in later years can 
off-set the early expenditures. It is managed care that is expected to produce the savings set against 
an unfettered fee-for-service trend line.

INTERAGENCY  AGREEMENTS

The successful operation and management of a managed care program is dependent on a smooth 
relationship and adequate communication between agencies and departments. It has been found 
that coordination with community agencies can foster linkages which can result in the state’s 
increased ability' to more effectively serve and educate the Medicaid population.

QUALITY ASSURANCE A C T lV m ES

Regardless of the type(s) of managed care program(s) used within a state, the State must monitor 
the quality of care provided to Medicaid recipients. According to federal requirements (42 CFR 
434.34), state Medicaid agencies must ensure that the contracted plan has . .  an internal quality 
assurance system that provides for review by appropriate health professionals; systematic data 
collection of performance and patient results; interpretation of data to the practitioner; and
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mechanisms for making needed changes." In addition to these general requirements, most states 
have developed state-specific guidelines, reporting requirements, and other activities (e.g., client 
satisfaction surveys). A few states, either monthly or quarterly, give (heir PCCM providers a 
report card which compares their patients utilization patterns with others in like practices. This 
reflects not only the doctor’s clinical practice but the patient's use of services. Kentucky is using 
their report card to exclude providers who practice outside of the mean for a specific period of 
time. Michigan currently uses their report card as an incentive to providers to give quality care at a 
cost effective price. They may later add penalties for providers who continue to practice outside of 
the established norms.

In addition to current quality assurance activities, many states are currently reviewing Medicaid 
Health Plan Employer Data and Information Set (HED1S) measures for possible use in gathering 
utilization information on capitated plan performance.

DATA/INFORMATION SYSTEM NEEDS
• ■ «

When transitioning to managed care, several stales have found their existing Medicaid information 
systems (MIS) inadequate. Because of the time and financial resources involved in purchasing a 
new system, many states have attempted, with various degrees of success, to enhance existing 
systems to meet the demands of a managed care environment Often the pohcy development 
occurs first and the related data system is in a catch-up mode with a toommg imptementaoon date.

While data system needs vary somewhat based on the type of managed care program being 
implemented, there are general items needed in a system to support a managed care environment 
These items include the ability to: support and track beneficiary enroUraem choices, link 
enrollment choices to claims payment systems, edit claims in support of gatekeeping functions, 
produce utilization reports, and collect/analyze data for quality assurance monitoring. This list 
expands to include rate calculation, cost sharing, and bonus settlement in capitated arrangements.

PCCM  PROGRAM COVERED SERVICES

The types of services typically covered under a F <JCM program are fairly consistent across states. 
In general, the typical state contract defines the scope of services to be provided by a care manager 
as all Medicaid-covered medically necessary services within the care manager’s normal scope of 
practice, except those specifically excluded in the contract. The following lilt includes the most 
common services (subject to state-specific Medicaid coverage policies and limitations) which art 
either provided under a PCCM program or referred by the primary care physician (care manager).

• physician
• hospital inpatient
• hospital outpatient
• lab and x-ray
• EPSDT
® pharmacy

Services which commonly fall outside of the PCCM can be grouped into three categories: services 
outside the care manager’s scope of practice, carve-out services already being managed through a 
separate mechanism (e.g., vision, mental health services), and priority services not needing 
authorization (e.g., emergency care, family planning, and sometimes prenatal care and EPSDT 
screening).
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Recipients and provider? need a list of covered services which do not require prior authorization 
and a list of covered services which do require prior authorization. It is also important to include a 
statement regarding when services are covered, i.e.. medically necessary services, and any 
variations in coverage based on age or sex or disability.

Additionally, since inappropriate emergency room use is the most frequently violated part of any 
PCCM program, it is important to have clear statements for both providers and recipients on when 
emergency room use is appropriate and (he consequences of inappropriate use.

Normally, capitated arrangements are more inclusive than PCCM programs. The capitation may be 
for an established, discrete set of services such as vision exams and eyeglasses. It may be more 
expansive and include ail ambulatory care under capitation, but exclude hospital facility charges in 
a partially capitated model. It may be very inclusive and include all or most services in a full HMO 
model.

D ISEA SE  MANAGEMENT/SPECIAL POPULA TIONPROGRAMS

Often after a state has initiated a managed care plan, they smdy ways in which special populations 
can be served within a managed care environment. Several states are experimenting with managed 
care programs specifically designed for disease management and or designed to target special 
populations who have greater needs for medical services. Several states, Michigan among them, 
have developed special managed care programs for high need children. They have recogmzed that 
these children often require specialized services at a higher rate than average thus the cost of 
providing care increases for this population. Michigan has created special capitation rates for these 
children so providers are treated fairly and access for this population is guaranteed. Michigan is 
also concentrating its efforts on the quality and type of care these children receive by requiring 
special programs and services be available to this population. The State will conduct strict 
oversight of this new initiative so the rights of the children are protected and well served.

Maryland has created a special disease management plan tailored after their PCCM program. The 
rationale behind developing the program is the desire to give appropriate care to patients with 
diabetic conditions thus preventing unneeded hospitalizations. Previously Medicaid spent a large 
share of money on inpatient care for diabetics. Studies now that prove the program is saving 
money.

Maryland pays a S20 case management fee to providers who enroll in this plan plus they pay all 
services rendered on a fee-for-service basis. In return the provider gives the diabetic patient 
primary care as well as providing specialized care for their diabetic condition which may entail 
visits to become knowledgeable about the patient’s condition and setting up a *reatment regiment, 
making referrals to specialist when appropriate, and following the patient's \ .. gress closely. The 
program caters to diabetics because it covers four additional special diabetes ^rvices: diabetes 
education, nutritional counseling, home glucometers, and special diabetic foot care. Maryland 
chose the amount of the 520 case management fee rather randomly, but decided a higher fee is 
warranted because diabetics often have multiple health problems.

Maryland has had no problem signing up providers across the state who are willing to participate in 
this plan. It is a voluntary program and, often, when patients decide to enroll, they already have a 
physician that they "bring along" with them as their PCP. They haven’t had any problem 
expanding the program over the entire state.

Participation is relatively constant: 2,500 recipients, and 550 physicians.



<u s k .4 q u a  M e d i c  u p  h k k u .u  c < S €  w . o ^ c r w f s r

To outreach to potential recipients. Medicaid's computer generates a list of those patients who have 
had an inpatient visit due to diabetes. They then send an outreach brochure to these individuals 
which encourages them to become part of the program.

References:

Medicaid Managed Care: A Guide for States. 2nd Edition. National Academy for State Health 
Policy, 1995.

National Summary of State Medicaid Managed Care Programs, U.S. Department of Health and 
Human Services, Health Care Financing Administration, Office of Managed Care, June 30,1994.
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H ig h l ig h t s  of Selec ted  M anaged  C a r e  P r o g r a m s  in 
T w e n t y  States
In addition to general information received through previous experience with other states, 
additional information was sought for those states where it was felt that their Medicaid managed 
care experience could be transferable to Alaska. While particular attention was paid to states with 
PCCM programs, information is also provided on states with fully and partially capitated plans. 
The level of sophistication of the managed care program and the amount of administration 
experience for each state varied therefore not all states could supply answers to all of the questions 
asked. The information provided is a summary of each program.

COLORADO
CONTACT

Kim Gordon 303-866-2220 

STATUS OF PROGRAM

Colorado originally implemented its Primary Care Physician Program (PCPP) 12 years ago to 
confront high costs as well as improve access to and coordination of care. With each waiver 
renewal, program staff have demonstrated cost savings but have not gathered data on access to or 
coordination of care. Savings cf S80 million was seen in inpatient hospitalization, with a net 
savings of $10.3 million during a two year time period. The Health Sciences Center of the 
University of Colorado conducted the evaluation of the PCPP for three of the HCFA waiver 
submissions at an estimated cost of S8.000 per evaluation. Colorado is beginning to consider 
contracting with an enrollment broker, but has not determined the cost.

Colorado’s PCPP staff are looking at changing the focus of the program so that it serves as a 
safety net only. In other words, it would be used only in areas where no HMOs exist or for 
individuals with special needs which an HMO cannot serve. Staff are currently working on the 
legislation to restructure the program, and, if this passes, the program will change its focus in July 
of 1997.

BARRIERS

Because Colorado’s program was implemented 12 years ago, current program staff did not have 
direct knowledge of the barriers encountered while implementing the program. They do know 
there was resistance to the program. The Department made an effort to work with the State 
Medical Society in order to give physicians an opportunity to have input in the formation of the 
PCPP. A physicians advisory committee was also formed in order to give direction to the PCPP. 
As Colorado moves in the direction of HMOs rather than PCPs, physicians have vocalized 
preference for the PCPP.

CHANGES

Colorado’s PCPP has not seen many changes over the years. The major change will most likely 
occur in 1997, as discussed above.
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STAFFING

There ire four full-time PCPP stiff: three hotline staff and one hotline supervisor. There is aiso a 
.25 FTE policy person. Current staff could not remark on past staffing requirements.

SYSTEMS

Systems changes were made in claims processing. The system now has an edit check to m o v e  
the PCP number on the claim. PCP reports are generated to identify which physicians we 
accepting clients. The reports are sent to each county A report is also generated for each PCP. 
The estimated cost of system changes for the program is $100,0(30 in today's dollars.

ADMINISTRATIVE FUNCTIONS

Colorado imposes a year-long "lock-in" for recipients to remain with their physician. However, 
recipients may change providers if they show “good cause" (e.g., they join an HMO).

CARE MANAGERS

Only physicians, federally qualified health centers (FQHCs), and rural health centers (RHCs) can 
serve as care managers in Colorado’s program. These providers are reimbursed on a fee-for- 
service basis phis a S4.50 per member per month (pmptn) case management fee. Care managers 
assume no financial risk.

There is technically no mandatory enrollment, but the program staff have the ability to make an 
assignment to a PCP. Colorado is considering mandatory enrollment for the HMO program. 
While there is not a maximum enrollment for each care manager, staff review physicians with large 
caseloads.

A PCP can be removed as a result of an issued sanction.

COVERED SERVICES

In Colorado’s PCPP program, primary care physicians (PCPs) are responsible for providing 
primary care services, coordinating the provision of other necessary rnedicaJ/health care, and 
monitoring their patients' use of Medicaid services. A referral is required for all other PCPP- 
covered services, such as inpatient hospital carc and other specialty care. The following services, 
which are exempted from the PCPP, do not require a referral: pharmacy, community mental health, 
laboratory/radiology services, emergency care, transportation, family planning, podiatry, 
dental/vision under EPSDT, anesthesia, child abuse victim-related services, and pregnancy-related 
service*.

Access to care and level of administrative difficulty were considered when deciding which services 
to include in an authorization process. For example, obstetrics was not included in the 
authorization process because of concern that the authorization process might impede a woman 
from seeking and obtaining prenatal care. Laboratory and radiology work were not included 
because it was determined that the authorization process would be too administratively 
cumbersome.
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AUTHORIZATION PROCESS

The PCP number is the authorization number and must be documented on the bill in order for the 
PCP to receive reimbursement. The program does not require referral forms. There is in edit 
check in the system to verify the PCP authorization number in order to assure the integrity of the 
authorization system.

LESSONS LEARNED

The Colorado contact stressed the important ; of open lines of communication between the State 
and physicians in the state (such as medical societies and other specialty groups). For example, 
Colorado staff suggested that Alaska seek feedback on the initial program design from the State 
Medical Society.

CO N N ECT ICU T

CONTACTS

Jim Gaito 203-424-5137 
RoseCiarcia 203-424-5139

S T A T U S  O F  PROGRAM

Connecticut decided to implement a totally capitated managed care program. The program tried a 
small pilot PCCM program several years ago and found it accomplished the desired increase in 
access, but was too successful and led to significant cost increases. The stale decided to control 
costs and guarantee access by soliciting HMO contracts through a bid process. It took two years to 
complete the program design, educate the provider community, win legislative approval, and issue 
RFPs. In addition to the contracted plans, the State is contracting out both the enrollment 
brokering function and the quality assurance function.

BARRIERS

When it began the design of the program, Connecticut had no active managed care program. While 
there were many HMOs providing services to commercial enrollees, none were serving Medicaid 
recipients. Working with the provider community and the HMO community was a lengthy and 
necessary task prior to implementation. The recipient and advocacy community were concerned 
about a change in the service delivery system, and wanted assurance that all aspects of the program 
had enough consumer protection built in to assure that adequate care would be accessible to 
enrollees. These concerns were very effectively transmitted to the legislature which resulted in a 
substantia] delay in finalizing the program design and moving forward with implementation. 
Establishing a priority for changing and identifying all of the necessary systems changes also 
caused delays and modifications in the desired design.

CHANGES

In the 80 s Connecticut attempted to implement a PCCM plan. While it did improve access, the 
program added cost to the Medicaid program and subsequently was disbanded. The design of tire 
plan was faulty from the beginning if the goal of the program was cost savings. Connecticut chose 
an area to implement that traditionally had a lack of access and then to persuade providers to 
participate, they increased fee screens. The program was a success in improving access but 
substantially increased costs.
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Connecticut did not abandon the idea of managed care however, but designed the next managed 
care program more carefully with the goal of cost savings firmly sighted. In 1995. Connecticut 
began the implementation of a capitated managed care plan which seems to be successful, although 
it is too early to have any outside evaluation of the program.

STAFFING

During the design phase of Connecticut's managed care plan, one manager, one analyst, and one 
secretary were assigned to the project full time. In addition Lewin received a contract to help with 
the design and implementation of the managed care. This was a two year contract and involved 
several subcontractors with a total involvement of approximately 12 persons. The State also 
subcontracted certain tasks for one year to one individual who was located in the State office 
building with the other managed care staff.

During implementation, the state added four more full time analysts and is considering adding 
more staff.

Connecticut also contracted with an enrollment broker who employs some staff on a daily basis 
depending on volume of enrollment and number of telephone calls received. Staff will continue to 
be added until the State has fully implemented managed care which is scheduled to be complete in
two years.

SYSTEMS

At the time Connecticut was designing their managed care plan, they abo rebid their MKOS which 
allowed them maximum flexibility. The new MMlS incorporated the needs of a program switching 
from primarily a fee-for-service system to a capitated system. In addition to their MMIS system, 
extensive changes were necessary in their eligibility system. Some of those changes involved 
linking the enrollee to a plan, linking family members to the same plan, assigning recipients who 
do not chose a plan, and sending enrollment notices on a timely basis. These and other changes 
were problematic because this system is operated by the department who often had conflicting 
priorities. Systems were not completely operational at initial implementation which continues to 
cause problems.

ADMINISTRATIVE FUNCTIONS

The implementation of its managed care program will be statewide, but will be phased-in over 
several months. An RFP was issued and 14 responses received. All HMOs meeting the program 
criteria may participate at least initially. In addition, a partially capitated model was available for 
federally qualified health center participants.

A separate RFP was issued to select a "default” Plan for those recipients who failed to voluntarily 
select a Plan. Two default plans (called Designated Providers) were selected, each covering half of 
the state.

The Slate contracted for assistance in all phases of program design, development and 
implementation. In addition, the State has contracted with an enrollment broker for all education 
and enrollment activities. The State will contract for a quality assurance contractor. The State will 
provide internal contract compliance with the capitated providers, the enrollment broker, and 
quality assurance contractors.
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CARE MANAGERS

Connecticut contracts only with fully or partially capitated providers who supply the primary care 
managers to each enrollee. Providers who may serve as primary care providers are determined by 
each plan but providers must practice within the parameters of Connecticut's laws and regulations.

C O V E R E D  SERV ICES

All Medicaid-covered services are included in the HMO capitation. There is some discussion about 
carving out mental health services and doing a separate mental health managed care program.

AUTHORIZATION PROCESS

Each capitated plan employs its own authorization process for referrals to specialty providers, 
hospitalizations, etc.

LESSONS LEARNED

Connecticut advises any state planning to implement a managed care plan to conduct public 
hearings so everyone feels enfranchised. The fears and misgivings of providers, advocates, and 
recipients must be aired and substantially resolved before implementation if the program is to be 
successful. This process took much longer than the State allowed in the timeframe and slowed the 
implementation of managed care.

FLOR IDA

CONTACTS

Paige McGivem 904-487-3090
Charles Kilgh 904^87^642

STATUS OF PROGRAM

MediPass, Florida’s PCCM program, began as a pilot program in four counties. Ten months after 
project implementation, an independent evaluation conducted by the University of Florida found 
that the program realized a 20% savings. This figure was used to legislate expansion of MediPass 
to the entire state. An independent evaluation in all participating counties was recently conducted, 
and a savings of 13.5% (compared to the fee-for-service program) was found. It is important to 
note this evaluation used the most conservative methodology available. Staff did not know the 
dollar amount of the savings. Savings were primarily realized in inpatient and out-patient hospital 
use.
MediPass, Florida’s PCCM program, is currently operational in 31 counties with an approximate 
enrollment of 237,000 recipients. In March, 1996, the program will be expanded, with a goal of 
becoming operational in all 67 counties in Florida.
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BARRIERS
jtoitially, the program met some resistance from the medical community. The State initially 
implemented the program in the Tampa vea because physicians there voiced an interest in it and 
there is a significant Medicaid population in the area.

An insufficient number of providers in rural areas is a constant obstacle the State tees in its fee-for 
service program and in the expansion of the PCCM program. In counties where the Department of 
Public Health operates a primary care clinic, the MediPass program becomes operadooalveiy 
quickly because the public health clinicpaitkipates in MediPass. However, in some rani areas 
that do not have a public health clinic, Florida has had difficulty in securing an number of
physicians to operate the program. Sometimes the physicians have been initially reluctant to 
participate, but primarily the difficulty stems from insufficient physicians in some counties to meet 
the needs of the Medicaid recipients.

CHANGES

Florida has submitted a waiver request to HCFA to expand the provider base to include mid-level 
providers. Approval of the waiver is still pending. Expansion of the plan to the entire is 
planned for 1996. Currently, MediPass is the default provider for Medicaid recipients, but Florida 
hopes to allow HMOs in some areas to fill this role.

In July. 1995. MediPass providers were required to do EPSDT outreach in addition to providing 
EPSDT services to eiml’-cs. The State supplies MediPass providers with a monthly list of 
patients, their complete addresses, and the date of their last EPSDT or adult screening. Providers 
must contact enrollees to arrange for an appointment for die needed sendee.

STAFFING

There are 77 full-time staff members statewide who operate the MediPass program. There has not 
been a change in the composition of the staff, but the number of staff has grown. Florida uses no 
outside contractors to operate any portion of the MediPass program.

SYSTEMS
Many system changes were made. For example authorization edits were added and new reports 
were needed. Staff did not know the cost of the system enhancements.

ADMINISTRATIVE FUNCTIONS

There is a “lock-in" requirement in some counties. A recipient is given 60 days to milr* a selection 
of a MediPass provider. If a MediPass provider is not chosen, Florida assigns one to the recipient. 
The recipient is then “locked-in” to MediPass for a twelve-month period. After this period, the 
recipient may change MediPass providers, but may not disenroil from the program.

For most primary care services, a claim must be prior authorized before payment is made. Florida 
does not require the use of a particular referral form, but does require that the ID number of the 
MediPass provider appear on the claim form for payment Florida sends each MediPass provider a 
monthly utilization report This helps the provider control utilization and helps identify fraudulent 
claims, or claims with the ID number of a provider who has not approved the services.
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CAR£  MANAGERS

Florida allow s the following providers to be care managers: general practitioners, family 
practitioners, pediatricians. O B/G YNs, internists, rural health clinics, public health departments, 
and som e specialists. The state determined care managers by exam ining who was responsible for 
providing primary care. The program does have mandatory enrollment. A full time provider has a 
capacity o f 1.500. with an extension o f 300 (with adjunct providers such as nurse practitioners and 
physician assistants).

Care managers receive a $3 pmpm case management fee. and are under no financial risk for 
utilization and/or services provided. Case management fees are paid on a monthly basis and are 
documented on the remittance advice.

Providers are removed if they do not have 24 hour access. Warning are *iven before removal is 
complete.

COVERED SERVICES

The following services do not require the authorization of the MediPass provider dental, vision, 
maternity, mental health, and family planning. Services requiring authorization include: physician 
services, pharmacy, in and out-patient hospital, home health, x-ray and lab, ambulatory surgical 
center, rural health, podiatry, nurse practitioner services, physician assistant services, EPSDT. and 
chiropractic care. Managed care packages were reviewed to determine which services to exclude 
from the authorization process. Staff said maternity should be on the list of services requiring 
authorization.

AUTHORIZATION PROCESS

MediPass uses provider ID number for (he authorization process. Assuring the integrity of the 
system is difficult, especially when using ED numbers. Fraudulent use is possible in any system, 
but staff are "amazed” because very little abuse is seen.

LESSONS LEARNED

A commitment to education is necessary if the program is to be successful. Staff in each area 
office are committed to client education. Area offices send notices to every eligible recipient, 
providing information about the program and area hodine numbers for recipient questions. 
Provider education is also completed by area staff, and includes: provider training seminars 
(classes are typically full), state and area quarterly newsletters, individual office visits and updated 
specialty referral lists. When the state is preparing to implement MediPass into a county, staff visit 
hospitals and other entities to explain the program.

The success of MediPass is largely due to extensive planning and preparation. For example, the 
department provided handbooks to potential recipients, operation books to areas, and worked 
closely with other agencies such as Child and Family Services, coordination with physician 
groups, hospitals, advocacy groups, etc. is vitally important The program must be prepared for 
systems glitches.

Florida Staff does not recommend using managed care for the SSI population because there is no 
substantia] data proving savings. (This finding is disputed by other states, Michigan in particular 
which found substantial savings in the SSI population.)
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The R on d a  M edical Association was very supportive of the MediPass program. There was little 
political opposition because the program was mandated by legislation.

GEORGIA

CONTACT

Pat Williams 404-657-7793 

STATUS OF PROGRAM

Georgia Better Health Care (GBHC), the state’s PCCM program, is operational in a few counties. 
There axe plans for expansion, but due to the uncertainty of its long term future, nothing has been 
finalized. Georgia is currently developing an HMO program and believes HMOs will probably 
enroll most of the urban areas, leaving GBHC for the rural areas only.

The primary motivation for GBHC was financial, and cost savings have been realized.

BARRIERS

The initial barrier in implementation was resistance from the provider community to reimbursement 
other than fee-for-service. As a result, the locations for implementing GBHC were carefully 
aligned with those areas where provider interest was evident

CHANGES

No major changes have been initialed. A pilot project was initiated to allow selected providers to 
do their own pre-certification and prior authorization. The pilot project was not extended 
utilization within the pilot group was higher than in the control areas.

Georgia also plans to have a contractor enroll recipients in both the PCCM and HMO plans and be
an information source for both. Those tasks are currently separate.

STAFFING

Georgia assigned six staff members on a permanent basis to their PCCM. Most were on board for 
the design phase but one was added during implementation. They believe they all should have 
been assigned during the design phase for continuity and sheer workload levels.

GBHC current enrollment is 175,000.

Georgia also contracted with a North Carolina group to develop materials and recruit providere. 
Another contractor operates their information and enrollment number. Initially the division 
answered the telephone and the overflow calls were given to a contractor who employed six people 
for that purpose. Georgia will substantially change that contract probably through an RFP purpose 
to include outreach and enrollment for the HMO and PCCM program. They expect the contactor 
will require fifty or more staff to fulfill the responsibilities of the program.
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SYSTEMS

Staff did not know the cost of system improvement. The system changes were begun in April of 
1993. GBHC enrollment began in October 1993, but the system changes were not complete until 
April 1, 1994. It took much longer to implement the systems changes than it was originally 
designed to take. The auto enrollment function proved to be the most problematic. EDS is their 
fiscal agent and the Department of Health and Human Services operates their eligibility computer.

ADMINISTRATIVE FUNCTIONS

Recipients are "locked-in" to their provider for a one-month period. Prior authorization is done via 
telephone and the physician’s number must appear on the claim if it is to be processed (GBHC 
operates under a “paperless" system, that is, a paper referral is not necessary).

CARE MANAGERS

In addition to physicians, nurse practitioners, primary care clinics, rural health centers and 
community health centers can be care managers. Care managers receive a S3 pmpm case 
management fee which is paid on a separate remittance advice each month. Care managers assume 
no financial risk.

C O V E R E D  SERV IC ES

GBHC must provide primary care medical services covered by Medicaid, referral authorization for 
needed specialty services, other covered medical services, and arrange for 24-hour coverage. 
Services that require authorization are primary care services, most specialty services and inpatient 
hospitalization. Obestretical care, family planning, and mental health services are among those that 
do not require authorization.

A U T H O R IZ A T IO N  PRO CESS

Georgia operates a paperless referral system. Referrals may be either prior or post authorized but 
ciaims are not paid unless the GBHCs provider identification number is placed on the proper line 
of the claim.

L E S SO N S  LEA R N E D

Georgia found that primary care providers are enthusiastic about the GBHC but specialty providers 
are not because the specialty providers find it to be a restriction on their practice.

Georgia advised that any current efficient administrative practices not be abandoned by the state 
when a PCCM program is introduced.

ID A H O

CONTACT

Robin Schmidt 208-334-5804
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STATUS OF PROGRAM

Idaho's PCCM program, Healthy Connections, was implemented in October, 1993. It was 
targeted for urban areas, with the demand now exceeding the State's staffing resources devoted to 
the program. The program was instituted due to legislative pressure for cost savings. A 14% 
savings has been realized; (he report containing this information has been submitted to HCFA, but 
it cannot be released to other parties until HCFA has granted approval.

BARRIERS

The primary barrier that Idaho incurred is the inability to expand the program as rapidly as the 
provider and recipient community would like. Lack of adequate staffing has forced the State to 
slow expansion efforts.

CHANGES

Since Healthy Connections is still a relatively new program, emphasis has been on expansion 
rather than changing the program. However, Idaho is now looking at quality and access to care 
issues.

STAFFING

Idaho employs eight person in their state office to administer the Healthy Connections program and 
an additional nine field representatives, one for each region, who assist with enrollment and 
education.

SYSTEMS

Healthy Connections staff made some system changes when the program was implemented in 
1993. There are still bugs but they hope to design a new system in 1997 which will be tailored to 
managed care. Staff did not know the costs of system changes.

ADM INISTRATIVE FUNCTIONS

Healthy Connections demands 24-hour telephone access for recipients, but the program does allow 
physicians to work together to handle after-hour calls.

CARE MANAGERS

Care managers receive a $3 pmpm case management fee, and are under no financial risk for 
utilization and/or services provided. Case management fees are paid on the second Monday of 
each month and are documented on the remittance advice. The program may introduce risk to the 
Healthy Connections contracts in 1997. Mid-level providers may provide care to enrollees in a 
clinic setting, but only physicians may enroll as Healthy Connections providers.

COVERED SERVICES

All primary care must be authorized by a Healthy Connections provider before the State will pay a 
submitted claim.
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. AUTHORIZATION PROCESS

Recipients may receive the following services without the authorization of their Healthy 
Connections provider: vision, dental, family planning, podiatric, chiropractic, and immunizations, 
authorization process

Idaho also demands that the Healthy Connections provider ID number be on every claim for 
services which requires prior authorization. Individual providers use their Medicaid ID number. 
Providers who practice together can receive a group ED number that can be used by any member of 
the group to authorize payment for services rendered to any enrollee of the group.

LESSONS LEARNED

Being able to respond quickly to program demands as well as program staffing needs is an 
important consideration when designing and implementing a managed care plan.

IOWA

CONTACTS

Mary Roberts 515-281-8747
Marianne Bliss 515-226-2265

STATUS OF PROGRAM

Iowa has both a PCCM (MediPASS) and an HMO option for Medicaid eligibles. The managed 
care program was implemented in 1990 and the State has successfully renewed waivers based on 
the program performance. In 1993, the State elected to exp;.nd from the initial seven pilot 
counties. With the ultimate goal being statewide enrollment, the Stale’s approach has been to 
incrementally add counties, beginning with the counties with high concentrations of Medicaid 
eligibles. Tbe program enrolls AFDC and AFDC-relaied categories of assistance.

In addition to the primary care managed care program, Iowa also has a statewide behavioral health 
care contract and a statewide managed substance abuse contract

BARRIERS
There are 100 counties in Iowa; each county has its own political base and, in implementing a 
managed care program, each must be approached as a unique entity. One significant problem was 
resistance to managed care from physicians in certain locations. Implementation of the MediPASS 
program in some areas had to be postponed for months (and in one county, begun and terminated) 
because of the physicians' collective refusal to participate. There are a few counties with a large 
Medicaid population, but most counties only have double to triple digit counts of AFDC eligibles. 
Although several HMOs were established in Iowa, many of them were reluctant to sign a contract 
with Medicaid. There were two primary reasons for this: lack of experience with the Medicaid 
population and low population in many areas. The areas with a high concentration of eligibles 
were fairly well-covered by the MediPASS program. HMOs could visualize a great deal of work 
for very little potential enrollment gain. This resistance was eventually overcome, but it took a 
great deal of hands-on work to break through the barriers.
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CH A N G ES

The biggest change was contracting with an enrollment broker and moving the recipient enrollment 
activities from a local county office activity to the broker. This proved to be a very effective way 
of bringing consistency to the enrollment process, in reaching out to the recipients and conducting 
large scale enrollment activities.

STAFFING

At the time of implementation. Iowa employed three full time staff persons who were charged with 
overseeing both the PCCM and HMO managed care plans. They also contracted with Unisys who 
had the responsibility of staffing the recipient and provider hot line, provider recruitment and 
liaison, and enrollment of recipients into the plan. Following is the number of staff and their 
responsibilities:

• 1 Supervisor
• 2 Nurses (one part time) took care of provider complaints and provided liaison 

to the provider committee
• 4 staff for provider recruitment
• 3 staff for hot line and d e n t r y

SYSTEMS

Systems problems plagued the program. The State contracts for its MMIS functions but carries 
recipient information on its own system. A successful managed care program requires an 
interactive integration of the information on the two systems. Such integration has proved to be 
difficult despite the best efforts of those involved Iowa also wanted to implement an assignment 
process which linked a recipient who failed to voluntarily choose one of the offered options to a 
physician that the recipient had seen in the past Iowa considered, but decided not to use, a 
“default” system, turning to historical usage patterns instead. This assignment process took an 
extremely long time to produce results. In the meantime, recipients had to be manually assigned to 
a provider.

ADMINISTRATIVE FUNCTIONS

The MediPASS program is very similar to other PCCM waiver programs. Initially, county Income 
Maintenance Workers were responsible for recipient education and enrollment. When the major 
expansion effort was begun in 1993, the State elected to contract with an enrollment broker. Now, 
most of the education and enrollment efforts are handled through mail and toll-free phone activity. 
County offices receive training and participating physicians provide enrollment brochures in their 
offices. The contract let for the enrollment function (including design, production and 
dissemination of all recipient materials) also includes marketing to providers, both physicians and 
HMOs. Outcome goals 'actual enrollments over each 12-month period) were established and tied 
to the contract reimbursement

Recipients select their enrollment option or, if they fail to select within the allotted time, are 
assigned to a provider. Enrollment is for at least one full month but recipients may request a 
change at any time. The MediPASS doctor’s ID number is used as the referral approval number.
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CARE MANAGERS
Care managers may be general practice, family practice, general internal medicine, 
obstetrics/gynecology or pediaf'ic physicians. The patient managers receive a S2 pmpm case 
management fee and are also reimbursed fee-for-service for any services provided.

COVERED SERVICES
Services requiring a MediPASS physician’s authorization include: physician specialists, non- 
emergent visits to the ER, inpatient hospital care, clinic services, laboratory and radiology services, 
services of other medical practitioners, podiatric services, psychiatric services, and home health 
services. Medicaid may refuse payment for unauthorized care.

Certain services do not require the MediPASS physician approval or authorization; these include: 
emergency, family planning, chiropractic, and ophthalmology services.

Contracted HMOs are responsible for the provision of all covered Medicaid services except for the 
following: medical transportation, long term care facility costs, state mental health institutions, 
specialized psychiatric medical institutions for children, services provided by area educational 
agencies, candidate-enhanced services, dental, hospice, prescription drugs, chiropractic, and 
medical supplies. HMOs may contract for one or more of the following as an add-on to their 
contract: prescription drugs, chiropractic services and medical supplies. Stop loss is available to 
the HMOs.

Mental health services are now provided through a behavioral health care contract. Recipients 
enrolled in HMOs obtain their mental health services through the HMO. The HMO must provide 
coverage at least equivalent to the behavioral health care contract requirements. The HMO has the 
option of providing the services directly or of purchasing services from the State’s behavioral 
health care contractor at the State capitation rate.

AUTHORIZATION PROCESS

All referrals and authorizations must be documented in the patient’s record. The Department does 
periodic audits to verify that covered services not provided by the patient manager were 
documented as authorized in the patient record. Costs for services which the patient manager 
affirms as not authorized are recovered from the provider who failed to obtain authorization.

In addition to the periodic audits, MediPASS physician managers are sent quarterly utilization 
reports. They are to report any non-emergency, covered procedures which they did not authorize. 
The Department uses this information for further investigation.

LESSONS LEARNED

The use of an enrollment broker (or dedicated staff) assures that information will be provided 
according to schedule and in a consistent manner.

Early involvement of physicians is essential to the success of the project. Iowa had to postpone 
implementation in one of the more largely populated areas because the physicians banded together 
and refused to participate. We were able to eventually work with the physicians but it took a 
concerted effort.
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The authorization process is very tricky. The Iowa process does not require a paper authorization 
but many o f  the specialists will not see the patient without a written authorization because they do 
not trust the referring doctor to enter the authorization into die patient record. If the record does not 
verify the authorization, it becomes the specialist’s word against the patient manager's.

Be prepared to spend time on developing an enrollment system that works and that is linked to both 
eligibility and to claims processing.

KANSAS

CONTACT

Brenda Jackson 913-296-3981 
Dorothy Hunt

STATUS OF PROGRAM

Kansas’ PCCM Program is called HealthConnect (was called Primary Care Network, or PCN, 
until 18 months ago). They have seen sayings from their PCCM every year since 1984, with the 
most savings realized in the inpatient setting (and some in outpatient and possibly pharmacy). Last 
year, they had a "cost avoidance" of S22 million.

BARRIERS

Kansas found that each county that was introduced to HealthConnect was a new challenge. Each 
seemed to have a particular issue that had to be addressed. For example, one county resisted 
enrollment because providers there indicated they had not been consulted during program design.
In reality the State had invited providers from that community to comment on the design but they 
had failed to attend any meetings. They were gradually able to overcome the objections by doing 
many of one on one and group meetings with providers. In the next county, staff prepared the 
providers first by having one on one meetings with key providers then introducing the concept to 
the group which worked better but other issues continued to be raised that had to be resolved.
They believe there is no one method that will guarantee success.

CHANGES
J  A '

The only change that Kansas made was to change mandatory enrollment from yearly to biyearly 
which is in line with HCFA requirements of an HMO. - . ' •

STAFFING

The number of staff has changed over time. In 1982 (program inception), there was one 
administrator for PCN exclusively. Over the years, this administrator has become responsibte for 
more and more programs; the cunent administrator has jurisdiction over eight programs. As of 
two years ago, however, Medicaid also developed a "managed care team," comprised of seven 
people, who work on HealthConnect as well as Kansas’ capitated programs. The team is 
comprised of a quality manager, contract manager, fiscal manager, program manager for education 
and enrollment of consumers, the manager for the two capitated programs, an information systems 
manager, and a team director.
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Kansas' uses (heir fiscal agent, EDS, as their enrollment broker (contract: $3.5 million annually, 
expires July ’96. at which time BC/BS of Kansas will take over). They also use the Kansas 
Foundation for Medical Care to conduct an external quality review program (contract: $.5 million 
annually; have used up 2 years of a 5 year contract). They recommend using a contractor for both 
of these purposes. In particular, they feel it’s very important to use the fiscal agent as the 
enrollment broker; otherv. :se, the two can’t share information. (Missouri has apparently had a 
“nightmarish" situation because they use a different company as their enrollment broker and fiscal 
agent.)

SYSTEMS
Their computer system was modified so it could handle:

• case management fee payments
• referrals for services
• automated letter generation
• case management reports
• automated grievance procedures
• collection of encounter data
• sending of provider rosters
• collecting data from HMOs, and
• default assignment to recipients who don’t choose a provider.

They aren’t certain how much the changes cost, but they do know that the contract for the fiscal 
agent, which is $3.5 million annually, encompasses the cost of the systems changes.

ADMINISTRATIVE FUNCTIONS
Staff dedicated to client education are (1) fiscal agent representatives who work as Medicaid 
liaisons in 12 offices across the state and (2) five state employees who are regional coordinators 
and oversee the fiscal agent reps. For provider education, the state has four HealthConnect 
physician recruiters who give three types of seminars, make individual contacts with physicians, 
and send out recruitment information.

Care managers are removed from PCCM participation, but this is rare. Following are some of the 
possible reasons for removal: provision of inappropriate care over a period of time; the provider 
hasn’t fulfilled his contract (e.g., a care manager refers a patient without seeing him at all), or the 
provider is convicted of Medicaid fraud.

CARE MANAGERS
Providers that can be care managers are: pediatricians, OB/GYNs, internists, general practitioners, 
family practice, Federally Qualified Health Centers, Rural Health Centers, associated registered 
nurse practitioners, and local health departments with primary care clinics. Enrollment for 
providers is voluntary, and for clients is mandatory. Providers and Medicaid negotiate the 
provider’s capacity. It can range anywhere between 10 to 1800.
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C O V E R E D  SERV ICES

The following services require a referral from the care manager:

Attendant Care for Independent Living
Alcohol and Drug Addiction Treatment 
Facilities
Ambulance (Non-emergent) 
Equipment and Supplies 
Impatient Hospital 
Local Education Agency Services 
Physicians 
KAN Be Healthy 
Podiatric Services

Except for services listed below

Services not requiring a referral

Prosthetic and Orth ode Items*
Audiology Services
Dietitians
Hospice
Home Health
Local Health Department
Physical Therapist
Psychiatry Services*

• Adult Care Homes • Vision Services
• Behavior Management Services • Anesthesia
• Community Mental Health Services • Chiropractic Services
• Emergency Services (All types) • Dental
• Family Planning/Sterilizations • HCBS Services
• Immunizations • Indian Health Services
• Laboratory and Radiology • Non-Ambulance Medical Transportation
• Pharmacy • Sexually Transmitted Disease Services
• Pregnancy Related Diagnoses • Surgery Assistants
• Prenatal Health Promotion and Risk 

Reduction Services
• State Institution Services 
AUTHORIZATION PROCESS

The PCCM authorization process works as follows, the referral area of the claim form must 
contain the care manager’s ID number. If the claim form does not contain the proper number the 
claim is rejected. The integrity of the system is maintained through the utilization review process. 
On selected cases, they look at the claim files of both the care manager and the Mreferred-to" 
provider to ascertain they both have a copy of the referral

LESSONS LEARNED

Kansas had three suggestions for other states interested in forming a PCCM program. One was to 
talk to the provider community (e.g., medical societies, various medical associations) before the 
Slate makes any plans for managed care. Even though this will take longer, the State cannot make 
this change without the providers on its side. The second suggestion is to make sure you monitor 
the private contractors closely (e.g., require weekly status reports). And third: PLAN AHEAD.

P ag e  46



ALASKA DMA MEDIC UP PRQGKiM CASE 4CEME.SJ

Kansas also had political support for implementation which was also key to its success. The 
legislature is very much in favor of implementing Medicaid managed care and, although it would 
prefer full capitation systems, it was in support of HealthConnect because of the state's rural 
nature.

OTHER

Kansas has a Peer Education and Resource Council, which is a group of 11 providers that advise 
the state on things such as the utilization report and quality assurance measures. It works well 
because it is peers advising peers.

KENTUCKY

CONTACT PERSON

Bernard Guamieri (502)564-5198 
Larry A. McCarthy (502) 564-8196

STATUS OF PROGRAM

KenPac, Kentucky’s PCCM program, was implemented in 1986. Planning began in 1985 by 
State officials who initially contacted two other states, Michigan and Kansas, who had operating 

• PCCM programs. These states were able to give invaluable advise and counsel on program design 
and implementation. After making contacts with Michigan and Kansas, State officials began 
meeting with providers, recipients, and advocates. Although suggestions from the other states 
helped Kentucky staff formulate KenPac. so did the comments of their citizenry.

BARRIERS

Because providers, advocaies, and recipients were involved in the design of the program the. j was 
very little resistance to the implementation of KenPac.

CHANGES

Program changes have been few. Reports which measure an individual provider’s utilizations 
compared to a statewide standard were developed as was a report which lists recipients assigned to 
that provider and their individual utilization.

STAFFING

It is difficult to measure staffing levels because most of the enrollment and education of the 
recipient is done at the county level. There are 120 counties in Kentucky, and each of them has an 
office that processes and maintains assistance cases including Medicaid. Medicaid recipients are 
asked to enroll in KenPac at the time they apply, Each family is given an information/education 
packet and asked to make a choice of a provider. The worker answers questions about the plan.

There are a total of eight staff members at the state level. One staff person is primarily assigned to 
answering the information line, with one backup. In reality, all of the staff members answer the 
telephone sometimes because of their particular expertise and other times to catch the overflow
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calis. Three nurse consultants concentrate on medical issues, other staff members resolve claim 
disputes, and all take part in policy analysis and suggestions for improvement

SYSTEMS

Kentucky uses a fiscal agent who made ail of the modifications necessary to implement and 
continue operation of the program. The present director did not know the cost of the changes and 
ongoing maintenance for systems.

ADMINISTRATIVE FUNCTIONS

Recipients choose a KenPac provider when they are determined eligible for Medicaid. The local 
county offices provide the recipient with information and answer questions about the plan and 
supply lists of participating doctors. The State also has an information line, which is operational 
during business hours. Recipients may call for answers to questions unable to be answered at the 
local level.

None of the staff is assigned to educational efforts although the state office does issue 
informational pamphlets that try to encourage healthy lifestyles and proper use of medical 
resources. The director would like to devote more time and staff to education but cannot at this 
time.

The information and education received by the recipient in the county office is uneven and 
sometimes incorrect based on the individual worker's expertise and interest in program.

CARE MANAGERS

Kentucky allows primary care physicians to become KenPac providers. Since specialists most 
often do not render primary care, they may not become KenPac providers. KenPac providers may 
enroll as many as 1500 recipients, but are only paid the case management fee for their first 1000 
enrollees. They are paid fee-for-services for all care rendered to all enrollees.

While Kentucky has not allowed nurse practitioners to become KenPac providers, they do allow 
the practice of a particular physician to increase by 300 enrollees when a nurse practitioner is 
rendering care at the same site. For example, a solo KenPac physician may only enroll up to 1500 
patients, but if a nurse practitioner also see patients at the same site, the KenPac physician may 
increase enrollment to 1800.

COVERED SERVICES

Most Medicaid services require the authorization of the KenPac provider before Medicaid will pay 
the claim. The following services do not require authorization:

• Dental Services
• Pregnancy Related Services
• Vision Care
• Family Planing
• Mental Health

Dental services, vision care and mental health services are not often provided by primary care 
providers, nor are providers typically responsible for overseeing this care; therefore tliese services
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do not require authorization. Federal rules demand (hat family planning services be readily 
available so authorization is not required. Additionally, Kentucky decided that not many 
obstetricians were interested in participating in the program and since, most primary care doctors 
do not supervise pregnancy services, those services do not require authorization.

A U TH O R IZA TIO N  PROCESS

Kentucky's authorization system requires the KenPac provider's number to be in the proper field 
of the claim form before services are paid. The provider number is made of the five digit license 
number of the provider plus a two digit prefix which describes the physician's practice and a one 
digit suffix check number which is randomly assigned. None of the numbers change on a regular 
basis.

Recipient identification numbers consist of the person's social security number plus a ten digit 
check number. The claim must also have the proper recipient identification number for payment

Kentucky does issue to doctors who request it a list of all the services paid for a particular recipient 
for a specified period of time. Doctors can notify the State when services not authorized by them 
were paid.

The system is not foolproof, but seems to work well without many services paid that have not been 
authorized.

UTILIZATION REVIEW

KenPac compares all participating physicians' patients as an aggregate with a statewide mean and 
issues a monthly report to each provider. The following areas are measured:

• Emergency room
• Referrals to specialists
•  Inpatient hospitalizations 
«* Laboratory
• Pharmacy
• Office Visits

If the physician exceeds the mean by two standard deviation points for two or more months, the 
providers placed on probation for six months. If during the time of probation the provider 
continues to exceed the mean by two standard deviation points then the provider is placed on 
probation for another six months. If he or she continues to exceed the standard during the 2nd 
period of probation, the provider is removed from the program for one year.

Physicians who exceed the statewide mean may request a report which lists the recipients and the 
services that made the provider exceed the mean. If services were paid that were not authorized by 
the physician, the physician can notify the State so appropriate action can be taken. •

LESSONS LEARNED

KenPac's director indicated that KenPac was not a perfect system but it was a good system. It has 
accomplished a significant cost savings and, overall, providers and recipients are happy with iL 
He cautioned any new state beginning the program to watch the authorization process because that 
is the area of the program that is subject to the most fraud and abuse. He also indicated that the
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number of providers that participate in the plan is a key to its success. If you have too few 
providers, the State may have to overlook some behavior in physicians that otherwise might be 
sanctioned. If participation levels are high, programs such as those described above that measure 
utilization •• nd sanction unreasonable patterns may be possible. It might be noted that Kentucky's 
program has been operating since 1986 and staff have just begun to implement the overutilization 
program.

MASSACHUSETTS

CONTACT PERSON 

Beth Tortalant (617) 348-5510

STATUS OF THE PROGRAM

The University of Massachusetts completed an independent cost and quality evaluation as part of 
the federal waiver application. The evaluation concluded an estimated net savings of $19.9 million 
was realized in 1992, with most of the savings in emergency room utilization. Massachusetts has 
not completed any other cost analysis.

ST A FFIN G

There are 15 full-time staff members devoted to the PCCM program. Support staff designated for 
claims processing, provider enrollment and pre-administration work comprise 35% of Medicaid’s 
administration lime. An effort is made to hire people with prior managed care experience, but Little 
change has been seen in staff composition.

Foundation Health, under contract since 1992, performs three functions: authorizing 
transportation, providing customer service (including a hotline) and completing the enrollment 
function. Staff recommend using a contractor because Foundation Health provides the type of 
special attention needed in order to reach the Medicaid population. Staff do not know the amount 
of this contract. The state also has a contract with Value Health for “network manager services.” 
These services include PCC site outcome improvement, a hotline and a profile report to PCC sites. 
S ta ff  do not know  the amount o f this contract

SY STEM S •

There were many claims processing changes. For instance, claims do not get paid unless the 
referral number passes through specific edit checks.- The new systems changes also track ‘ 
enhancement pay on certain primary care services. Staff do not know the cost of systems 
changes.

ADMINISTRATIVE FUNCTIONS .

Internal staff arc dedicated to client education. Foundation Health Contract also provides some 
member services and education. Foundation Health is '•onducting an analysis of the need and 
potential improvements for member education. Quarterly newsletters are also provided by the state 
to the PCC site.

The program did have political support for implementation. Initiation of the PCCM program was 
mandated in the annual House One Budget released by State administrative officials. Staff •
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established a partnership with the Massachusetts Medical Society in order to involve physicians in 
the implementation stage of the program.

C A R E  M ANAGERS

Care managers are: pediatricians. OB/GYNs. internists, group practitioners, family practitioners, 
independent nurse practitioners, CHCs, and hospital out-patient departments. Staff determined 
care managers by using federal standards. The program has mandatory enrollment, but not all 
Medicaid recipients are eligible (those under the age of 65, those who have no insurance, etc. are 
eligible). Maximum enrollment is 1,500, and was determined through researching the benchmarks 
used by HMOs.

COVERED SERVICES

Services that do not require referrals from the care manager (Regulations: 106 CMR 450, 
11/16/92)
• Abortion services
• Any services authorized and delivered under the Department's home and community based 

services waivers for the elderly and mentally retarded
• Dental Care
• Drugs (legend and non legend) and diabetic supplies
• Emergency care
• Family planning services and supplies
•  HIV pre- and post-test counseling services
•  HTV testing
• Hospice services
• Intermediate care facilities for the mentally retarded
• Mental health services
• Nursing facilities
• Sexually transmitted diagnosis and treatment when provided by entities that have 

contracts with the Massachusetts Department of Public Health
• Substances abuse services
• Transportation to reimbursable medical care
• Vision care services in the following categories: visual analysis, frames, signal vision 

prescriptions, bifocal prescriptions and repairs

AUTHORIZATION PROCESS

Determining which services to include in the authorization process was guided by federal 
guidelines and typical managed care benefits packages. The authorizationprocess is verbal or 
written communication and requires the providers Medicaid number. Stan hopes to go to an 
electronic authorization process in the near future. The authorization system has a 95% integrity 
ranking that was determined through a quantitative analysis of ciaims and PCCs. If staff become 
aware of any problems or potential problems, they follow-up with the PCC and the providers.
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The program does have a grievance system. The grievance is usually settled through the audit unit. 
However, if there is a “serious” grievance filed, then it is referred to the medical director. PCCs 
are removed or restricted when quality of care issues arise.

LESSONS LEARNED

Political support is very important. Managed care sometimes "gets a bad rap," and therefore, states 
need to obtain the support of advocates and providers. The state needs to assure people that it will 
be active in monitoring and managing the program, and not simply leave the program after its 
implementation.

M A IN E

CONTACT

Lauren Rice (207)-287-3835 

Kathy LeVasseur 1-800-423-4331 

STATUS OF PROGRAM

Maine implemented a PCCM program in two counties in July, 1994. However, because of 
systems problems related to enrollment, the program was suspended from March, 1995, until 
August, 1995. During this suspension, no new enrollees were accepted. Currently, there are 650 
recipients enrolled in the program. The State is considering replacing the PCCM program, with 
HMO risk contracts in early 1996. The PCCM program will be instituted in three rural counties 
where an HMO option is not feasible. It is anticipated that the PCCM program as it currently exists 
will be modified before being implemented in the three rural counties, but no formal 
recommendations for modification have been made at this time.

BARRIERS

Information system problems were the biggest barrier to implementation. The problem was the 
result of the State’s attempt to rely on its existing system with enhancements, rather than
developing/purchasing a new system with the necessary managed care components.

Another barrier, and possible reason for the very low level of enrollment in die PCCM program, 
was the State’s change in enthusiasm for the program. At first, the level of enthusiasm was very 
high. Shortly after implementation, however, the State changed its focus and energy to prepare for 
HMOs. As a result, the PCCM program suffered.

CHANGES
* „r 

As mentioned previously, the major change is a shift from a PCCM-focused program to an HMO 
program. Changes may be made to the PCCM program when it is introduced in the three new 
counties, but no decisions have been made to date.

STAFFING

Maine staff dedicated to the PCCM plan, Prime Care, are a director of operations, a utilization 
review nurse, two managed care specialists, and one clerical support person. The State of Maine 
also contracts with a company that employs fourteen to fifteen people who perform outreach,
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emphasizing prevention services especially EPSDT and encourages enrollment in a managed care 
plan.

SYSTEMS

Staff could not comment on the cost of systems changes but emphasized that they did not spend 
enough lime designing the necessary systems changes that were needed instead they relied on 
minor changes to the current system which proved to be disastrous.

ADMINISTRATIVE FUNCTIONS

Because of the small number of enrollees and the plans to make changes, administrative functions 
were not discussed.

CARE MANAGERS

A ll care managers are physicians, and each receives $3 pmpm for case management services. Care 
managers are not at financial risk for services provided.

COVERED SERVICES

Most primary care services require the authorization of the Prime Care provider. Mental Health 
Services and family planning are some of the services that do not require the authorization of the 
primary care doctor.

AUTHORIZATION PROCESS

C la im  forms must have the Prime Care's provider identification number in order for payment to 
occur for all services requiring authorization rendered to enrollees of Prime Care.

LESSONS LEARNED

Maine stressed the importance oi‘proper system design and testing before large scale enrollment is 
nuempted. They also believe the focus of the Medicaid agency on the program and its priority is 
important to the success of the program.

M I C H I G A N

CONTACT

MarkVerleger 517-335-5501
Mark Cohen 517-335-5116

STATUS OF PROGRAM

Michigan has a statewide PCCM program called the Physician Sponsor Plan (PSP) which was 
implemented July, 1982. Most Medicaid recipients must enroll in either PSP or, where a/ajlable, a 
capitated plan. Currently, 816,707 recipients are enrolled in managed care, and 488,997 of these 
are with PSP. There are 60,177 recipients in the target programs who remain in fee-for-service, 
but w ill be enrolled in managed care in the near future. The State has achieved a 93% enrollment
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toward its goal of enrolling all non-insiicucionaJized, non-Medicare-eligible AFDC and SSI 
recipients into some form of managed care.

One of the primary reasons for implementation was cost containment, and another was increased 
access to care through a primary care provider. The program has been successful in achieving both 
goals.

M ichigan Medicaid has had HMO contracts since 1972. There are currently 12 HMOs contracting 
with the Medicaid program. The HMOs serve 16 of Michigan’s 83 counties and have a current 
enrollment of 286,369. The individual HMO Medicaid enrollment ranges from a high of 139,403 
(the HMO covers 10 counties) to a low of 226 enrollees in a relatively new HMO providing service 
in one county.

The Medicaid program also contracts with partially capitated entities called Clinic Plans. These 
plans are capitated for all of the HMO*covered services, except inpatient hospital facility charges 
which are paid fee-for-service by Medicaid if prior authorized by the Clinic Plan. Michigan has 
five C lin ic  Plans currently operational and is in the process of certifying several others. Fifteen 
counties include Clinic Plans as part of the enrollment options. Toul Clinic Plan enrollment as of 
December 1, 1995 is 41,341, and ranges among plans from 14,422 to 1,347. The C lin ic Plan 
program was introduced in 1983 under a 1915(b) waiver.

BARRIERS

The biggest barrier to PCCM implementation was convincing client advocate groups that 
recipients' health would not suffer as a result of managed care enrollment. A secondary problem 
was convincing providers to participate, particularly outside of the large, urban areas.

A  third problem, common to all models, was the task of educating and enrolling close to one 
m illion recipients and building a strong infrastructure to do so.

The C lin ic Plan implementation was protested by both physicians and HMOs who saw a 
competitive disadvantage in allowing another model in the marketplace.

Door-to-door marketing is allowed by C lin ic Plans and HMOs. This has led to some marketing 
abuses.

CHANGES

The biggest change to date has been moving from a pilot project (albeit in Detroit, with a huge 
Medicaid population) to statewide enrollme nt. The issues in a large, whan area differ significantly 
from the issues in a more rural area. Another change was the development of an automated 
“default” enrollment for assignment when recipients failed to select an enrollment option. A ."
change now under consideration is to move from a fee-for-service system with a case management 
fee to a capitated primary care system with fee-for-service for other medically necessary services. 
The capitation would go directly to the primary care provider. In essence, the State would become 
an HM O  using capitated PCPs.
The Medicaid agency wants to move into a totally capitated system to the extent possible, in those 
areas where there is an HMO option, the assignment default will be to the HMO. The Clin ic Plans 
are being advised to seek an HMO license as the state plans to discontinue the G in ic  Plan option at 
some time in the future. There is currently no inpatient risk for the Clinic Plans but a bonus if 
savings are realized. The 1996 contract will introduce some risk to the G in ic Plans if aggregate 
hospital expenditures exceed 100% of the anticipated target
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During 1996, the Medicaid agency expects to reach 100% enrollment of the current AFDC and SSI 
populations plus AFDC and SSI related categories. They also expect to begin enrolling all 
Medicaid eligibles currently excluded from participation. This includes Medicare/Medicaid dual 
eligibles. nursing home residents, Title V/Title X IX  dual eligibles, migrants, and spend down 
eligibles. Voluntary enrollment has already begun with the two dual eligible groups and migrants.
STAFFING

At the time Michigan began statewide implementation of managed care the following staff were 
assigned to the PCCM program:

• 1 manager
• 1 full-time secretary
•  7 ana lysts fo r the fo llow ing areas

• Contract Compliance
• Assignment Process
• Exemptions/Utilization Review
• 2 for Recruiting Physicians
• Quality Assurance/policy/waiver renewal
• Education/training

•  5 hot line staff
•  3 data coding s ta ff
•  3 data entry sta ff

SYSTEMS

Michigan initially made many systems changes to link the Physician Sponsor to enrollee, enrollee 
to e lig ib ility , and PSP enrollee claim to authorization number of PSP provider. Over the years 
many small and some large systems changes were made to improve the enrollment process, track 
claims, and produce report cards for PSP providers. Michigan operates its own MMIS and 
elig ib ility system so the cost of system improvements was not available.

ADMINISTRATIVE FUNCTIONS

Recipients may change their PCP jn request. Changes are always effective the first of the month, 
so a change w ill take two to six weeks for prck. issing. Prior authorization is required for non­
emergency physician visits, inpatient and outpatient hospital visits, and home health agency visits. 
The provider of care is to call the PCP and obtain the PCP’s billing ID number. This is placed on 
the invoice. Without the ID  authorization number, the invoice w ill be rejected

Federally qualified HMOs have a six month lock-in. Recipients may request disenrollment (which 
is actually a change since managed care enrollment in one of the models is mandatory) any time 
during the first month of enrollment and during the months of May and November thereafter.

Non-federally qualified HMOs and Clinic Plans have the same sort of administrative lock-in as the 
PSP; that is, the recipients may request a change at any time but it will take two to six weeks to
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process and the change w ill always be effective on the first day of the month. One major 
difference between the programs is that PSP enrollees may request a change from one PSP doctor 
to another or to an HMO or G in ic Plan by completing an enrollment form or calling the hot line. 
HMO and C lin ic Plan enrollees must complete a Plan disenrollment form and then complete an 
enrollment form for the physician/Plan that they wish to join.

The Medicaid agency performs most administrative functions internally. Because of the huge 
volume of calls to the toll-free hot line, the agency recently contracted with a private agency for 
overflow calls.

CARE MANAGERS

Physicians and nurse practitioners may be PSPproviders. Physician Assistants are not enrolled 
Medicaid providers and therefore cannot be PCrs.

The S3 pmpm (to a maximum of $3,000) is paid once each month following the month of service 
through a gross adjustment. It is reported on the remittance advice. Each PSP provider may enroll 
a maximum of 2,000 recipients.

Currently, providers assume no financial risk. By the end of 1996, Michigan plans to introduce 
capitation and risk into the PCP contract. The extent of the sendees covered and the risk to be 
assumed have not yet been determined.

COVERED SERVICES

Non-emergency physician visits, inpatient and outpatient hospital, and home health agency 
services require an authorization. All other services may be obtained outside of the PSP 
authorization process. A ll services which require administrative prior authorization under FFS 
continue to require prior authorization even if the service now requires authorization of the PCP in 
addition.

HMOs and G in ic  Plans are capitated for almost all of the Medicaid covered services. There are 
some exceptions. They include: dental, community mental health services (although the Plans 
have a significant mental health service requirement), home and community-based services, state 
mental institutions, certain educational-related services.

EDUCATION

In terms of recipient enrollment/education, there is currently very little patient education beyond the 
training provided to local case workers and the recipient’s access to a 1-800 hot line. Enrollment 
booklets and a choice letter are sent to recipients to explain how to enroll. Michigan used Medicaid 
recipients to educate and enroll other Medicaid recipients into a managed care plan. This was very 
successful and Michigan received a HCFA award for this effort Several county health 
departments also acted as an educational and enrollment source for recipients. Education and' 
enrollment forms in Michigan are also available at each county office plus at many provider offices.

HMOs and G in ic  Plans are required to provide new enrollee education and orientation materials 
within three months of the enrollment effective date.

M ichigan just sent out the first physician report cards to PSP participating providers under a 
revised SURS system. The system still has bugs. Prior to this recent mailing, it had been years 
since a report on utilization was sent to physicians.
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AUTHORIZATION PROCESS

Michigan requires that the Physician Sponsor Plan provider's identification number be placed in 
the appropriate place on the claim form for all services that require authorization. If the 
identification number is not correct the claim is rejected.

LESSONS LEARNED

Michigan stressed that ongoing communication with recipients and providers is important not only 
during start up and expansion but afterwards. Program improvements should always be 
considered but not implemented until adequate responses are received. Constant communication 
and effort by the Medicaid agency w ill usually bring the stated results, although the timeframe may 
be longer than the agency desires.

M O N T A N A

CONTACTS

Sharon Donovan 406-444-4148
Virginia Gilbertson 406-444-1834 
Shelley Ross 406-449-0875

STATUS OF PROGRAM

Montana implemented a PCCM , PASSPORT TO HEALTH, in January of 1993, via a 1915(b) 
waiver. AFDC , AFDC-relatcd and SSI recipients are mandated to enroll. Among those excluded 
from participation are recipients who have Medicare, are in an institution, are medically needy, or 
who cannot find a primary care provider who will accept them. Implementation has been gradual.

Montana is currently implementing an HMO option as well. There is little HMO coverage in 
Montana. Three HMOs are licensed, but only one has a service area of a notable size.

BARRIERS

Geography and population play a major role in Montana’s ability to provide a managed care 
environment. There is little concentration of recipient population. The greatest population in any 
one county is less than 10,000, and only three counties have a recipient population over 5,000. 
Many of Montana’s counties are classified as frontier. Montana also has a high Native American 
population, some of whom are eligible for Medicaid. Because of its rural nature, availability of 
physicians is a major barrier to establishing a PCCM program. It also hinders HMO development. 
There are counties with no physicians and no clinics. There are counties with some physicians but 
not all of the types of physicians needed for an HMO licei se.

CHANGES

Montana initially used a local consultant to provide telephone support and enrollment information 
to clients. Provider marketing was done by Department staff. At the end of the contract period, 
Montana greatly expanded the scope of work and issued an RFP. The new contractor maintains a 
recipient and a provider 800 telephone number, provides recipients with enrollment information
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and processes all of the enrollment forms, markets to physicians and to HMOs, facilitates a 
provider advisory group, and performs OA activities for the program.

HM O  contracts were not part of the initial managed care effort. Montana has no Medicaid HMO 
contracts. There are three licensed Plans. Montana's goal is to contract with all three.

STAFFING

The program was initiated with two FTEs. That remains the State complement. The enrollment 
broker has four full time staff on-site in Helena consisting of a manager/marketer, a nurse for 
quality assurance and provider relations, two generalists who man the phone lines and process all 
enrollments.

SYSTEMS

The Montana system is similar to other states. The enrollment information is put on the Medicaid 
card. Edits on the system prevent payment of unauthorized covered services. The enrollment 
broker had to demonstrate the ability to link electronically with Montana's eligibility system 
(TEAMS).

ADMINISTRATIVE FUNCTIONS

The Slate initially implemented PASSPORT TO HEALTH on a pilot basis in the more populated 
counties. Montana uses a contractor for its MMIS and also contracted for a recipient hot line. In 
1994, the State began a broad expansion of PASSPORT TO HEALTH and contracted for most of 
the administrative functions inherent within a managed care program. A ll enrollment and provider 
marketing activity was assumed by the contractor. In addition, the contractor began the process of 
developing an HMO option.

Medicaid recipients who reside in counties with PASSPORT TO  HEALTH are required to select or 
be assigned a primary care provider. Enrollments and changes occur primarily by mail or phone. 
Either recipients or PCPs may request a change of enrollment which w ill take effect as soon as 
administratively feasible.

CARE MANAGERS

The following providers may contract as PCPs: family practitioners, internists, OB/GYNs, 
pediatricians, osteopaths, any other physician who agrees to provide primary care; federally 
qualified health centers, rural health centers, Indian Health Service centers on a reservation, other 
clin ics who meet PASSPORT TO HEALTH criteria; and certified nurse practitioners and nurse 
midwives, and physician assistants working under a supervising physician (the supervising 
physician must sign a contract and is the recipient of the case management fees). Care managers 
receive a $3 pmpm case management fee, and do not assume nsk for services provided.

Physicians are limited to an enrollment of 1,500 recipients, plus 1,200 for each physician assistant, 
certified nurse practitioner or certified nurse midwife on the physician’s staff. An independent 
physician assistant, certified nurse practitioner, or certified nurse midwife may enroll a maximum 
of 1,200 Medicaid recipients.
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COVERED SERVICES

The following services are managed by PASSPORT providers: inpatient hospital, outpatient 
surgeries, physician visits, mid-Ievei practitioner, private group practices, federally qualified health 
centers, rural health clinics, Indian Health Service centers, chiropractic and well-child screens.

Services no: covered under PASSPORT include, family planning, obstetrical care, vision, 
outpatient mental health, radiology, anesthesiology, pathology, immunizations, blood lead testing, 
and STD detection and treatment.

AUTHORIZATION PROCESS

Authorization of referred services is through the use of the PASSPORT provider’s ID  number. 
This must appear on the referred provider’s invoice in order for the provider to be paid. While 
referrals may be verbal, Montana encourages written referrals.

OTHER

Quarterly reports are generated to PCPs comparing their experience with other PCPs in the areas of 
emergency room visits, physician specialty referrals, inpatient hospitalizations, office visits billed 
by the PCP, and total Medicaid expenditures for services billed or authorized by the PCP.

Quality assurance is monitored through the recipient hotline, periodic recipient surveys, and a 
grievance system. In addition, the PCFs 24-hour availability w ill be monitored through random 
calls to the PCP’s 24-hour number.

LESSONS LEARNED

Montana chose not to re-invent the wheel. They considered states who had programs which they 
considered to be operating well and copied their design. The Montana program borrowed heavily 
from the Michigan program. Michigan’s physician recruitment video was used by Montana in their 
early physician recruitment effort. Much of the program design is identical to Michigan’s.

N E W  J E R S E Y

CONTACT

Beverly Blacher-Eide 609-588-3528 

STATUS OF PROGRAM

The State of New Jersey has a mandatory managed care program which is midway through a two- 
year statewide phase-in. The State relies on the Garden State Health Plan ( G S H P ) ,  a state- 
operated public HMO, plus contracts with private HMOs for the provision of care to Medicaid 
recipients.
The GSHP is available to Medicaid-eligible individuals on a voluntary basis as an alternative to the 
traditional fee-for-service Medicaid program. Administered through the Division of Medical 
Assistance and Health Services in the New Jersey Department of Human Services. GSHP is 
rooted in the philosophy that New Jersey's medically indigent population w ill receive more
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appropriate, coordinated and cost-efficient health care services through a medical case management 
system than through fragmented, episodic care.

M A J O R  FEATURES O F  GSHP

Administratively, the GSHP is organized as an HMO with administrative, financial, marketing, 
medical, management information systems, and plan relations staff. A listing of the major features 
of the GSHP are listed below.

• A Physician Care Manager is responsible for the provision of primary care delivery, referral, 
and ancillary services for non-institutional Medicaid recipients, 24-hours a day/seven days a 
week.

• Reimbursement is paid on a capitated basis.
• Alternatives to inappropriate use of the emergency room or hospital outpatient department are in 

place.
• A grievance system and quality improvement monitoring are in place.
• A toll-free telephone number, operated by the GSHP, is available to members and providers 

with any problems or questions.
• Enrollees are "locked-in" to the plan for six month periods.
• Physicians participating in the plan are credentialed.

CARE MANAGERS

Individuals either choose or are assigned to physician care managers at enrollment. Primary care 
case managers are paid capitation for most primary care services. The primary responsibilities of 
the physician case managers are as follows:

• Coordination of member's health care needs and services, 24-hours a day/seven days a week;
• Provision of primary care for Plan members;

• Management of all referral services, including ancillary services, follow-up care, and higher 
level care; and

• Review and approval of all medical services and expenditures on behalf of the patient. 

COVERED SERVICES

The following services are covered under the GSHP and must be either provided or authorized by 
the Primary Care Manager.

• A ll physician services • Vision care services
• Inpatient hospital services * • Optical appliances
• Outpatient services • Laboratory
• C lin ic services at free-standing clinics • Radiology
• Podiatrist services • Prescribed drugs

P a g e  6 0



AL4SK.1 Q UA  M E D IC A ID  P R O G H l\ i  CA SE  \ 4 A \A G E \ tE \T

• Emergency medical services
• Chiropractor services
• Home health services
• Prescriptions and Lab related to Mental 

Health and Substance Abuse
• Hearing aids

• Durable medical equipment
• Medical supplies
• EPSDT
• Preventive health care and health 

education services
• Rehabilitation services

The following list outlines GSHP-covered services which do not require PCM authorization.

• Second surgical opinion
• Certified nurse midwife services
• Physician fee for routine, in-hospital newborn care
• Pediatrician attendance for at-risk vaginal deliveries or cesarean sections
• Practitioner fee for normal prenatal, delivery and postpartum services
•  Family planning

The following services are not included as benefits in the GSHP and may be accessed outside of 
the Plan through the traditional fee-for-service Medicaid system.

• Nursing facility care
• Medical day care
• All transportation
• Prosthetics and orthotics
• D ental services
• Mental Health and Substance Abuse (except related prescriptions and lab work)
• Services unique to special waiver programs
• Services unique to demonstration projects
• Any other Medicaid-covered services

BARRIERS

While the GSHP was under development, the State experienced difficulty in making the physicians 
feel comfortable with the idea of participating in a State-owned HMO for Medicaid recipients. It 
was also difficult to educate the recipients on the use of a new delivery system according to - new 
and foreign set of rules. Eventually, both of these barriers were overcome. The following table 
shows the increase in membership between 1991 and December, 1995.

Year Number of Enrollees
Number o f Participating  
D octors

1991 4,800 132
1995 33,600 666
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From an administrative point of view, the challenges of beginning and sustaining a State-owned 
and operated HMO were immense. Initially, the GSHP employed State workers with no prior 
HMO experience. Staff had to be retrained and often had to change their philosophical point of 
view. In 1995, the GSHP was able to hire a few people with prior managed care experience to 
operate their marketing department.

Continued and guaranteed funding by the State has been a problem for the GSHP from the 
beginning, even though the Plan has saved the State a great deal of money. Hiring freezes and 
c iv il service rules were often contradictory to the efficient operation of the HMO. For example, 
there were no position descriptions or job titles that fit many functions of the HMO. As a result, 
personnel found it cumbersome to operate an HMO within the confines of State C iv il Service, not 
only because most of the GSHP employees did not fit into existing C iv il Service classifications, 
but also because hiring and firing practices were not conducive to the efficient operation of the 
business.

The GSHP is regulated by other state agencies such as the Department of Insurance who holds 
them to the same standards as commercial HMOs. However, the GSHP is often not allowed, by 
the State, the flexibility to organize and operate as effectively as necessary. The GSHP currently 
employees 62 people to administer the health care of 33,000 enrollees. There is a need for several 
more employees, but the program is unable to hire additional staff due to the constraints of the 
current State budget.

The current governor has indicated a desire to sell the HMO to a commercial vender. Employees of 
the HM O  are puzzled by this decision because they have struggled to gain provider and recipient 
credibility. Systems are now operating smoothly and the HMO is financially profitable. GSHP 
staff estimate the profit from the sale could be saved by the State in one year if  it remained a State- 
owned entity.

N E B R A S K A

CONTACT:

Peg Stegman (402) 471-9718 

STATUS OF THE PROGRAM

The six-month-old PCCM program is too new to determine if any savings have been realized.
They are expecting to see savings.

BARRIERS

The timing of project implementation did not allow opposition to form. There was a huge push by 
the State for the program to be organized and implemented as quickly as possible.

C H A N G E S

The program is too new to have experienced any substantial changes.
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STAFFING

No specific staff are devoted to the program. Two people oversee ail vendor contracts for the 
PCCM , but they also have duties outside the program. An implementation group at the beginning 
of the project as well, as identification of specific staff responsibility to certain pieces of the 
project, could have alleviated workload problems.

Maximus is contracted as the PCCM enrollment broker, and MedStat for management of data 
systems. Two HMOs have a contract (following a competitive bid); each HMO covers one half of 
the state. BC/BS was the successful bidder and is developing a statewide PCCM network. BC/BS 
w ill assume all of the administrative functions associated with operating a PCCM program. Staff 
did not have knowledge of the amount of the contracts, but did say the contracts are for a two-year 
time period. It is too early in the project for staff to be able to recommend this approach, although 
staff said the contractors were faster with the implementation of their pieces than the State could 
have been.

SYSTEMS

Systems changes are not complete, and have already exceeded cost by three tiroes what was 
estimated (staff could not provide the dollar amount). Nebraska may have to use a contractor for 
claims processing because both cost and time estimates for systems changes, specifically claims 
processing, were unrealistic. More coding education is also needed.

ADMINISTRATIVE FUNCTIONS

Clients must enroll with physicians as their care managers. There is mandatory enrollment. 
Nebraska is in the process of adding the following groups not yet included: disability, 
Medicare/Medicaid recipients and people with adequate insurance. Maximum enrollment for a 
provider is 1,200. The PCCM network contractor is responsible for monitoring wait times, quality 
of care, and other such indicators to ensure that providers are capable of handling large numbers of 
enrollees.

Client and provider education are handled by the enrollment broker. There were community and 
provider education forums in the early stages of the project.

CARE MANGERS

Nebraska allows only family practice, obstetrician/gynecologist, internists, and pediatricians to 
become primary care providers in their PCCM plan. They emphasized that the plan only covers 
the urban areas of the state now and their is no shortage of physicians in these areas. .•

COVERED SERVICES

Specialty visits, laboratory and x-ray associated with specialty visits, physical therapy, 
occupational therapy, etc. require the authorization of the PCP provider. Family planning and 
den ti services do not require the authorization of the primary care provider. Mental health services 
are provided through a vendor and arc administered separate from the PCCM program.
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AUTHORIZATION PROCESS

A uthoriza tion  is required for any services outside o f the primary care office except for dental, 
p rescrip tions, and other non-prim ary care services. Staff were unable to locate the list o f  
excep tions, but said the exceptions were determ ined by looking at protocol used by managed care 
com pan ies and by using input from  a m anaged care advisory group. The authorization process 
uses referra ls issued by the provider. Referrals m ust identify the type of specialist, num ber of 
visits, and the  reason for the visits. There is no assurance of the integrity of the system , but 
N ebraska  is developing a system  to analyze referral rates to evaluate whether they appear 
appropria te .

LESSONS LEARNED

N ebraska  s ta ff  hopes o ther states can leam  from their mistakes. States must take an honest look at 
their capabilities. N ebraska did not realize the amount o f time needed for systems changes and 
failed  to recognize what their capabilities were in terms of claims processing. M any folks in 
N ebraska  saw  the program  as the “m agic bullet," causing expectations for die project to be 
ex trem ely  high in its early stages. An overall plan and mission probably could have avoided this. 
B ring ing  peop le  into the early planning stages and decision-making processes is absolutely 
essen tia l. W h ile  there w as very little tim e for opposition to form during the first stages o f program 
im plem en ta tion , it now faces opposition from  hospitals, advocacy groups (such as the disability 
g roup) and certain  providers. S taff also suggests examining the readiness of areas identified for 
initial p ro ject im plem entation. Nebraska started the program in three counties without determining 
if  the  coun ties  were ready, this in turn, caused later problems. Neither providers or recipients 
accep ted  the  program  as readily as they m ight have if the proper planning had been executed.

N E W  M E X I C O

CONTACT

Paul B enson  505-827-3122 

STATUS OF PROGRAM

N ew  M e x ic o ’s Prim ary C are N etw ork (PCN) is currently a statewide PCCM  program . W ith a 
1996 scheduled  im plem entation o f  a capitated managed care program, it is anticipated that the 
p revalence  o f  PCN will decrease until eventually it is available only in those regions o f  the stale 
w here capitated  m anaged care is not available, or where only one capitated health plan is available.

P C N  w as the  S tate’s first step in addressing a 1991 legislative mandate to implem ent cost 
con ta inm en t m easures. T he State also implemented PCN to address the severe client access 
p rob lem s d u e  to  provider unw illingness to participate in the Medicaid program. The program has 
been  very  successful in both  reducing costs and increasing access. Client access improved over 
50% , w ith  m arked decreases in inappropriate use o f the emergency room.

T he  P C N  program  is considered  successful. A University of New M exico study identified S32.3 
m illion  in gToss savings in the period studied (1992-94), representing 5%  of program  benefit 
do llars. E m ergency Room  and hospital-based services declined; use o f physician office services 
increased . T h e  m ost substantial savings were achieved in the areas o f physician services and 
labora to ry  and  X-ray services.
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BARRIERS

Initially, there was low provider participation, as providers feared the im pact o f adding additional 
M edicaid patients to their existing caseloads. Because the State did not actively m arket or recruit 
providers in rural areas, several areas of the state were exem pted from  PC N  due to insufficient 
provider participation.

In early  1995, the new State adm inistration aggressively m arketed the PCN program  on a statewide 
basis. As a result, there was enough provider participation in July to enable the S tate to  expand the 
program  statew ide.

T here  was no  proactive political support for implementation. T here  was political opposition from 
m any sources. O bjections were overcom e by the success of the pilot, which dem onstrated  the 
w orthiness o f  the concept. Savings were used to expand the program .

CHANGES

Initially, the p rogram  had many exem pt populations and services which prom oted extrem e laxity 
and non-com pliance, thereby reducing its effectiveness. There w as also no control over referrals. 
In response, d ie program  was redesigned to include m ore recipients, services, and controls.

C urrently , a  new  referral process is being designed to gain greater control over referrals from  
prim ary care providers to specialists. The program  has also rem oved the requirem ent to “lock-in" 
clients to pharm acies (per HCFA).

STAFFING

T he M M IS fiscal agent perform s som e services associated with the PC N  program , i.e., processing 
o f  m ail-in enro llm ent applications. Blue Cross/B lue Shield of N ew  M exico has a contract to 
provide utilization review. The U niversity o f New M exico was contracted to evaluate the PCN 
program . A  contractor is helping the stale with H M O im plem entation planning including actuarial 
analysis. W hen the State begins contracting with HM Os, it plans to  contract with an enrollment 
broker. N ew  M exico believes it is im portant to contract for specialized services.

The PCN prog ram  w as supported orig inally  by tw o full tim e persons. S ta ff  have been  increased 
to six. Tw o o f  the six s ta ff work for the fiscal agent.

SYSTEMS

T he curren t M M IS  is a fee-for-service processing legacy system. N um erous changes 
(approxim ately  300) have been required to support PCN contracting. T he state is currently  
designing a replacem ent M M IS w hich will contain full PCN and H M O  functionality.

ADM INISTRATIVE FUNCTIONS

O nce a prim ary care physician is selected, recipients are "locked-in" to their provider for six 
m onths. T he current referral process from  the prim ary care provider to a specialist does not require 
any state authorization or intervention. B ecause o f the potential for fraud, the State is currently 
looking at alternatives to control this process.

T he fiscal agent supports m anaged care m em ber services. The M edical Assistance D ivision 
perform s p rov ider recruitment. No staff are dedicated to client education.
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CARE MANAGERS

C are m anagers may be physicians (fam ily  practice, pediatrician. OB/Gyn. internist, general 
p ractitioner), nurse practitioners, and physician  assistants (under the supervision o f a physician 
with hospital adm itting privileges).

C are  m anagers can be: prim ary care physician specialists, physician assistants, nurse practitioners, 
fam ily  practice physicians, O B /G Y N  doctors, and some specialists; and IHS providers. Enrollment 
is m andatory . M axim um  enrollm ent p e r care m anager is 1500 members, and 500 for physician 
assistants. N o attem pt is m ade to determ ine a  practitioner’s capacity.

N ew  M exico  attem pts to  screen physicians before approving managed care contracts. PCPs have 
been rem oved  under serious cond itions, e .g ., indictm ent.

Care m anagers receive a $2 pm pm  case m anagem ent fee paid on a separate rem ittance advice on a 
m onthly basis. Care m anagers assum e no financial risk.

COVERED SERVICES

T he fo llow ing  services are provided by  the care manager, or will be provided through other 
M edicaid  providers with a referral from  the care manager; professional services, including urgent 
care , prescrip tion drugs, hospital inpatient services, hospital outpatient services, hom e health 
services, laboratory and radiological services,; am bulatory surgery, and rural health center 
serv ices.

T he fo llow ing  services are excluded from  PC N  and may be provided as under present regulations 
by any qualified  M edicaid provider w ithout a referral: psychiatric services, obstetrical services, 
eyeglasses and related services, dental services, services which are covered by M edicaid only for 
M edicare-elig ib le persons, and fam ily planning services.

OTHER

C urrently  there are no written educational m aterials available for recipients or providers. Provider 
education is done through face-to-face m eetings. An educational video for recipients has been 
p lanned for developm ent in 1996.

AUTHORIZATION PROCESS

N ew  M exico is im proving their referral authorization system by requiring that all services that must 
be approved by the PC P be given a unique authorization num ber that m ust appear on the claim 
before  it is paid. The system  has com pleted  the design phase and is scheduled for implementation 
soon. T he com puter system  will look fo r the unique identifier on the claim , if it is not there it will 
search  the system  for an assignm ent o f  a num ber for that service. If either is there, the claim  will 
be paid. I f  neither is there the claim  will be rejected. New M exico is expecting to that the new • 
process will save them  substantial costs and w ill be accepted by the provider comm unity.
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LESSONS LEARNED

T ips are: (1 ) construct a solid model for the program ; (2) think through all the components; (3) 
have a good  im plem entation plan; (4) support the project with adequate personnel and financial 
resources; and (5) m ake sure the technical and operational infrastructures are in place.

N O R T H  C A R O L I N A  

CONTACT

Jo e  R o b b in s  919-715-5417 

STATUS O F  PROGRAM

N orth  C aro lin a  has had a PC CM  program , C arolina ACCESS, for five years. The program is 
cu rren tly  operational in 38 o f the 100 counties in the state, and covers approxim ately 50% of the 
e lig ib le  M ed ica id  population. The State has plans for further expansion in early 1996. The PCCM 
program  w as im plem ented prim arily for financial reasons.

BARRIERS

A lthough  C aro lina  A CCESS w as im plem ented quite sm oothly, three barriers were mentioned. 
T hese  barriers were: provider fear o f the program , struggles with m obilizing the infrastructure, 
and  im plem en ting  the program  on too large a scale. It is now felt that provider uneasiness with the 
p rogram  w as probably due to the S tate’s inadequate com m unication and education regarding the 
p rogram . T h is  has been overcom e, although m any providers are still apprehensive o f losing 
con tro l u n d e r any type o f  m anaged care environm ent. The m obilization o f  the infrastructure and 
support fo r the program  am ong other State agencies at the local level is in place now, but was not 
coord ina ted  well before program  im plem entation. As a result, enrolling recipients and explaining 
the  p rog ram  w as a disjointed effort. The m anageability o f a new program on any scale is difficult; 
in h indsigh t, N orth C arolina staff believe the program  would have had a sm oother start had they 
initially im plem ented on a sm aller scale.

CHANGES

T he only m ajo r change that has been m ade is in the way State em ployees serve the counties. 
E m ployees have been divided into two team s to better focus on problem s. One team  is responsible 
fo r add ressing  internal agency issues, while a second team  works in the “field” on educational 
issues fo r bo th  program  enrollees and providers.

STAFFING

E leven full tim e staff are dedicated to the adm inistration of the. PCCM  program , this includes 
c lerica l p ersons. F ive additional staff work on the H M O  program. North C arolina does not us- 
any c o n trac t s ta ff for the adm inistration o f their PCCM  program.

SYSTEMS

T he capab ilities  o f  the data system  m ust be know n and in place before the program  begins. The 
system  needs to be able to track providers and m onitor recipients (in other words, it needs to know

Page 67



a u s k .4 d u a  M e d i c  i/d i 'r o g r .4 i d ' i s e  \ ia \ a c e \ i e \ t

where care is being received and where services are being provided). Maintaining a system based 
on services provided, but not tracking where or how care is provided, is insufficient in a managed 
care environment.

ADMINISTRATIVE FUNCTIONS

There curren tly  is no “ lock-in" clause for enrollees in Carolina ACCESS. Prior authorization is 
required fo r som e services. W ith the exception o f inappropriate use of the em ergency room, where 
there con tinue  to be many claim  denials, prior authorization works quite well.

CARE MANAGERS

In addition  to physicians, physician assistants and nurse practitioners can be care m anagers, or 
personal care  providers (PCPs), under Carolina A CCESS. The State felt com fortable in allowing 
these m id-level practitioners to be care m anagers because o f the strong co-licensing system  that is 
in p lace in N orth  Carolina.

C are m anagers receive a case m anagem ent fee of $3 pm pm  for the fust 250 enrollees and $2.50 
pm pm  fo r each  enrollee in excess o f 250. Care m anagers assum e no financial risk for the covered 
services provided  or authorized to Carolina ACCESS enrollees. W hile there are no form al plans to 
change the level o f risk, there have been som e informal discussions about how risk m ight be 
incorporated  into the program.

COVERED SERVICES

A w hole continuum  of services are provided under the PCCM  program . This continuum  includes 
m ental health , vision, pharm acy and home health.

The fo llow ing  services can be received without authorization; ambulance, anesthesiology, at-risk 
case m anagem ent, dental, eye care, family planning, hearing aids, hospice, independent and 
hospital lab , m ental health, pharm acy, and radiology/pathology.

AUTHORIZATION

The p h y sic ian ’s provider identification num ber acts as the referral authorization num ber and must 
be p laced  in  the proper field on the claim  form  before paym ent is made.

LESSONS LEARNED

In addition to the inform ation provided above, the following general advice was offered. Once 
again s ta ff  stressed that the M edicaid agency coordinate the operations of the m anaged care 
program  w ith o ther S tate departm ents, especially public health and social services, to ensure 
coord ination  o f  services and com m unication o f problem s.

The im portance  o f continuous education cannot be stressed enough. The m ajor problem  North 
C arolina con tinues to have is getting recipients to stay with their PCPs and not go to the emergency 
room . T h is  is a serious problem  in North Carolina and is requiring a great deal o f educational 
effort.
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N O R T H  D A K O T A  

CONTACT

D arlene LeNouc 701-328-4577 

STATUS OF PROGRAM

N orth D akota im plem ented a statewide PCCM  program  in January, 1994. The prim ary motivation 
for the program  was financial in nature. Cost savings have been realized and the State is ready to 
subm it a w aiver renewal. AFD C and A FD C-related recipients are enrolled in the program.

BARRIERS

The prim ary obstacles experienced by the State during implementation all center around providers. 
In particular, the State indicated that the m edical association was not brought into the process early 
enough. Subsequently, getting providers to buy into the process along with training them  was 
m ore tim e-constrained than anticipated. Also, because of the shortage o f physicians, especially 
specialists, problem s were encountered with having enough physicians with whom  to link 
M edicaid  recipients. In hindsight, and as a recom m endation to other states, it was suggested that 
an advisory group o f  physicians be form ed and used during the development stage o f the program .

CHANGES

N o changes have been m ade to the program .

STAFFING

N o full tim e staff have been added for the adm inistration of their PCCM program, rather current 
staff has been given additional du*ies to perform . They use no contractors for the administration of 
their program .

SYSTEMS

System s changes to accom m odate the TCCM  plan have cost approximately $60,000. 

ADMINISTRATIVE FUNCTIONS

Only those M edicaid recipients w ho are severe overutilizers o f services are subject to a “lock-in."
In those instances, the recipient is assigned to a physician who is responsible for case m anagem ent 
for a m inim um  of six m onths.

CARE MANAGERS

B ecause o f the Native A m erican population in N orth Dakota, Indian Health Service Centers can be 
care  m anagers in addition to physicians. Care m anagers receive a $2 pmpm case m anagem ent fee. 
C are  m anagers assum e no financial risk  for services provided.

Page 69



a u s k a  d \ u  M e d ic a i d  p r o g r im  c a s e  m a s a g e m e s t

COVERED SERVICES

With the exception of vision and dental, most medically necessary services are provided under the 
PCCM or through prior authorization. The state is currently looking at carving out mental health.

AUTHORIZATION PROCESS

Is similar to other states, which requires the provider identification number to appear on all claims 
that require the authorization of the PCP.

LESSONS LEARNED

North Dakota strongly suggests that an advisory committee be set up to help with the design and 
the administrative decisions necessary to implement a PCCM plan. They would not limit the 
committee to only primary care providers but would include hospitals, nurse practitioners, other 
state agencies, and other interested providers.

S O U T H  D A K O T A

CONTACT

Sara Green 605-773-3495 

STATUS OF PROGRAM

South Dakota implemented its PCCM program in 1993 with the intention of decreasing growth in 
program costs through minimizing emergency room use and duplicated services. Medicaid staff 
are currently waiting for the federal government to approve its application for a 1915 (b) waiver 
renewal. Such approval would extend the program another two years.

BARRIERS

Because of its rural nature and large Native American population, South Dakota had a difficult time 
finding another state PCCM program to use as a model for its program. Medicaid staff ended up 
modeling their program on the PCCM in New Mexico.

ADMINISTRATIVE FUNCTIONS

South Dakota imposes a “lock-in" on Medicaid recipients for one year. However, they can choose 
a new provider at their annual renewal date for any reason, and can change at any other time if they 
have “good cause" to do so (for example, if they move to a new county). The primary care 
provider must prior authorize all services that are covered under the program.

CARE MANAGERS

Physicians, federally qualified health centers, Indian Health Service Centers, and rural health 
centers can serve as care managers in South Dakota’s program. These providers receive fee-for- 
service reimbursement plus a case management fee of $3 pmpm.
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COVERED SERVICES

T he follow ing services are provided under South D akota’s PCCM program:

Inpatient/outpatient hospital care, general medical and surgery care, mental health/community 
m ental health  cen ter services, specialty care, m edical equipm ent/prosthetics, prescription drugs, 
hom e health care, residential/chemica! dependency treatment, and EPSD T screenings.

R ecipients m ay obtain the following services outside of the PCCM:

E m ergency  services, family planning, dental care, optometry (basic vision), podiatry, 
am bulance/transportation, anesthesia, radiology/pathology, laboratory and x-rays, chiropractic 
care, and im m unizations from  home health providers,

VIRGINIA

CONTACT

T om  M cG raw  804-371-6400 

STATUS OF PROGRAM

V irginia started  its PCCM  program, M edallion, in January, 1992. As M edicaid H M O  programs 
grow  in the state , it is expected that the PCCM  program  will shrink and becom e prim arily a rural 
p rogram  in areas where HM Os are not readily available.

T he prim ary m otivation for implem enting a PCCM  program  was two-fold: to reduce costs and to 
im prove the coordination and quality Df care. A  recent study indicated that the PC CM  program 
generated  a 5% savings over M edicaid fee-for-service expenditures. T he same study showed that 
the coord ination  and quality o f care objectives have been m e t

BARRIERS

N o barriers w ere m entioned. Unlike many other states, Virginia did not have a problem  with 
provider w illingness to participate. The Virginia Medical Society endorsed the program  and 
recruitm ent w ent very well.

CHANGES

T w o m ajor changes have occurred since im plem entation of the program . Initially, participating ■ 
providers received a $2 pm pm  case m anagem ent fee and a $2 pmpm incentive fee to control costs 
outside o f  the office visit to the care manager. The state had great difficulty calculating the 
incentive fee and  got behind in payments. The incentive fee has been discontinued and the 
m anagem ent fee  has been increased to $3 pm pm.

The second  change  occurred in July, 1995, w hen the program  was expanded to include 50,000 
aged, b lind  and disabled non-M edicare/non-long term care recipients. This expansion has gone 
very sm oo th ly .
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STAFFING

Virginia employees 3.5 persons to administer the Medallion program. Staff:

• recruits physicians
• determines policy

•  resolves billing disputes
•  comm unicates with providers

L addition to  staff assigned to the M edallion program, tasks necessary to the program  have been 
integrated into many other jobs in the agency. Their help line staff num bers about twelve 
tem porary w orkers w ho answ er questions about the program  and enroll recipients into the 
program . V irginia does not contract with any company for additional adm inistrative duties.

SYSTEMS

System s changes were necessary to insure only those services authorized by the M edallion 
p rov ider w ere paid. The cost o f system  changes was approxim ately $250,000.

ADMINISTRATIVE FUNCTIONS

Enrollm ent in the PC C M  program  is mandatory, but a recipient can change providers on a monthly 
basis. Prior authorization can be made by the care m anager through verbal or written referral.

CARE MANAGERS

Only physicians can be care m anagers. The State considered allowing physician assistants and 
nurse practitioners to participate, but decided against i t  Nurse practitioners can see recipients 
enrolled in the program  if a referral is made.

C are m anagers receive a $3 pm pm  case m anagem ent fee and assum e no financial risk. Case 
m anagem ent fees are paid separately the third week o f each month.

COVERED SERVICES

Enrolled recipients receive all services within the PCCM  with the exception of: mental health 
services, fam ily  planning, obstetrics, pharm acy, health departm ent im m unizations, vision and 
dental services.

AUTHORIZATION PROCESS

T he H C FA  1500 form , liner 17 and 17A m ust have the authorization num ber of the M edallion 
provider for those services hat require, the authorization o f the M edallion and rendered by another 
provider. L ikew ise the U B 92 m ust have the propei r.ame and identification num ber to be 
p rocessed .

LESSONS LEARNED

C om m unication is the key to success. The support o f your medical society is im portant also. 
V irginia put together an advisory com m ittee which was originally made o f physicians but later
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included  rural health centers and nurse practitioners. The advisory com m ittee was an important 
co m m u n ica tio n  link with the provider community but was not the only way Virginia spoke with 
co n cern ed  providers. The M edallion program was implemented in 1992 and now has over 2400 
en ro lled  providers. It is estim ated they well over three fourths of these providers received a one on 
one call by state staff before they enrolled in the program.

W I S C O N S I N

CO NTA CT

Mary Durkin 608-267-7927 
Sharon Cooper Rider 608-267-9313

STA TUS OF PROGRAM

W isco n sin  began  its Prim ary Provider Program, a PCCM program , in D ecem ber, 1994. The 
p ro g ram  is presen tly  operational in one county with 8,934 enrollees and 193 providers. The 
m o tiv a tio n  fo r im plem enting the program  was cost savings. Since the program  is so new, a 
c o m p reh en siv e  evaluation o f the possible savings has not been com pleted. Preliminary studies are 
inconclusive .

W isco n sin  a llow s recipients in a five-county area (Milwaukee, D ane, Kenosha, Eau Claire, and 
W aukesha) to  choose an HM O as their managed car: provider. The H M O  option has been 
ava ilab le  to  recipients since 1984. Since HMOs are unlikely to cover the entiie state, due to rural 
na tu re , the P rim ary  Provider Program  was initiated to introduce m anaged care to those areas.

BARRIERS

O rig ina lly , W isconsin  planned to im plem ent the Primary Provider Program  in a seven-county area, 
the  F o x  V alley  region of the state. However, providers in that region failed to participate because 
there  w as no apparent incentive. W isconsin stated their biggest m istake was attempting to  
im p lem en t the program  in too broad an area without Fust piloting the program  in a small area of the 
sta te . U nfo rtunately , because o f the lack of provider participation, inadequate system s testing, and 
to o  little recip ien t education, the State was forced to suspend enrollm ent and subsequently 
re in tro d u ced  the program  in only one county.

CHANGES

A s m en tioned  abovei W isconsin was forced to redesign the program , both in regard to the State’s 
ap p ro ach  to  p roviders and recipients, as well as in the State’s internal policies and procedures 
c o n cern in g  the enrollm ent and authorization system.

STAFFING

T w o  full tim e  staff, one policy analyst and one contract monitor, are assigned to the Prim ary 
P ro v id er P rogram . The enrollm ent contractors handles recipient enrollm ent and the fiscal agent 
opera ted  both  the recipient and provider help line which answers questions about the PCCM  plan.
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SYSTEMS

System s problem s adversely affected the recipient enrollm ent process. The M edicaid agency 
attem pted to assign recipients to the last provider that had billed the M edicaid program for services. 
T h is resulted  in many recipients being assigned to inappropriate providers, such as emergency 
room  doctors, specialists, and doctors far from their residences. Consequently, W isconsin was 
forced to redesign the enrollm ent system. W isconsin also found that recipients were not given 
enough tim e to make a providerchoice before an automatic assignm ent was made. Recipients are 
now  given six to eight weeks to m ake a choice, in com parison to the previous 30-day time period. 
E ducation  efforts are also being improved. The program is now operating smoothly and expansion 
plans fo r the upcom ing year are underway.

ADMINISTRATIVE FUNCTIONS

W isconsin 's  authorization system  is prompted by a condition code on the claim. If the condition 
code ind icates a life threatening emergency, authorization is not required.

B eg inn ing  in July, 1996, recipients in selected counties will be required to make a choice o f a 
m anaged  care provider. They may choose to participate in either an HM O or Primary Provider 
P rog ram .

CARE MANAGERS

W isconsin  allow s physicians, physician assistants, nurse practitioners, and nurse m idwives to be 
prim ary  care providers in their program. Providers are paid a $3 pm pm  case m anagement fee for 
all P rim ary  P rovider Program  enrollees. Care managers do not assum e any Financial risk.

COVERED SERVICES

M ental health  and substance abuse services may be accessed outside of the system and a recipient 
m ay obtain  a health check-up anywhere. M ost other physician and hospital services m ust receive 
p rio r authorization to be paid.

AUTHORIZATION PROCESS

R ecip ien ts assigned to a prim ary care provider must receive a referral from  the PC P before 
accessing  specialty services. The only exception to this is if a recipient is experiencing a medical 
em ergency  at w hich time he or she may access specialty care and the referral may be given 
retrospectively . W hen a specialist submits a claim he or she must include the certification number 
o f  the P C P  on the claim  form  before the claim  is paid.

LESSONS LEARNED

W isconsin  states they allowed individual doctors to becom e providers as well as clinics. Each had 
their ow n referral authorization num ber. In m ost cases this worked well but in cases where the 
doc to r s igned  up as an individual and as a clinic, confusion resulted because the referral 
authorization  num ber som etim es did not match that shown on the recipient file which caused claims 
to reject. T hey advised allowing providers to sign up either as individuals or clinics but not both.

D esign ing  and testing the enrollm ent process for both recipients and providers in a small area is the 
best approach. W isconsin began their program.by m andating SSI enrollment in the Milwaukee
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area, a large urban area. W hen the system  was unable to process the num ber of enrollments, 
W isconsin was forced to m ake the program  voluntary and redesign their system.

W isconsin also issues a different card to their PCCM enrollees. Providers unfam iliar with this 
card  have refused to render services, which do not. require authorization. A better educational 
effo rt may have adverted  confusion.
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A d m i n i s t r a t i v e  M a n a g e m e n t  P r a c t i c e s

A dm inistrative management practices can occur within a managed care structure, alongside a 
m anaged care program  or independent of a managed care program. M any states implement a 
variety o f adm inistrative management practices prior to the implementation of a managed care 
program . These practices often result in cost containm ent and administrative efficiencies. As a 
state m oves toward implementation of a managed care approach, a review of the practices and 
consideration  of their continued value must occur.

Often a PC C M  program  is built on top o f the existing administrative m anagement practices. For 
exam ple, if  a state em ploys a prior authorization (PA) process for non-em ergent hospital 
adm issions, that PA continues with the added requirem ent that the primary care provider (PCP) 
m ust also authorize the admission. Continued stay reviews remain a part o f the program  (PCPs 
norm ally  do  not becom e involved in continued stay reviews). HM Os, on the other hand, usually 
assum e the S ta te ’s role in m onitoring the need for services and in determ ining how to m ost 
appropriate ly  provide services.

T he reason for the difference betw een PCCM s and HM Os is one of financial responsibility. The 
providers w ho serve as primary care providers in a PCCM  are usually not at risk for program 
expenditures. W hile the program usually results in reduced costs, prim arily through decreased ER 
usage and inpatient hospital adm issions (which may be directly linked to decreased ER use), the 
PC P is paid  FFS and has no financial liability if program  costs do not decline. Therefore, it makes 
sense for the M edicaid program  to continue successful administrative m anagement practices. The 
H M O  is at full risk for covered services. It is in the H M O ’s best interest to nave a solid 
m anagem ent program  in place. Since the state agency is absolved of financial responsibility, the 
adm inistrative responsibility shifts to one o f assuring contract compliance and client access to 
appropriate  care.

Introduction o f managed care in the M edicaid agency always requires the realignment o f the agency 
and forces em ployees to confront new issues. The transition from a fee-for-service environm ent to 
a m anaged fee-for-service and/or capitated arTangemeni(s) are always problem atic. Strong 
leadership and a sense o f mission helps the M edicaid Division accept the challenges of 
organizational and jo b  restructuring.

A G E N C Y  M I S S I O N / C U L T U R E

As a state transitions from  a claims payment agency to an agency that selects and offers managed 
care services, the culture o f the M edicaid agency must change accordingly. Under managed care, 
M edicaid needs to excel as purchaser as well as payor. In a Primary Care Case M anagem ent 
Program , M edicaid needs to excel as contractor o f services and as a payor. M uch of the change 
will occur autom atically as staff functions anci responsibilities are modified to fit the managed care 
ro le.

H ow ever, as som e states have experienced, this is not enough; the overall culture must change as 
well. T he previous focus o f the agency, which tended to encompass provider payment polices, 
becom es one  o f contractual oversight, especially with HM Os. In PCCM  program s, all o f  the 
provider paym ent policies continue, while policies reluted to access and contract com pliance are 
also necessary. In addition, a state’s focus under m anaged care is enhanced to include a  
beneficiary  focus where education, enrollm ent, access, quality and satisfaction play a bigger role in 
the success o f  the program . The state now has more control over influencing provider behavior 
and ensuring  access to care. This m eans that the mission statement, if one exLts, m ay have to be 
m odified. W ithout this change in philosoph}, states have had difficulty m aintaining the support 
and enthusiasm  of all the necessary parties. The failure to change the culture o f the M edicaid
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agency in M aine w as provided as one reason the M aine’s PC CM  program  has struggled and has 
only 650 enrollees tw o years after implementation. A representative from  M aine’s m anaged care 
d ivision indicated that enthusiasm  for the PCCM program  w as very high until ju st after 
im plem entation  w hen sta ff sw itched their focus to H M O s and how they could work in M aine's 
M edicaid  environm ent. O nce this switch occurred, there was little direct support for the PCCM 
program , w hich was still in its infancy and in need of additional support.

O R G A N I Z A T I O N A L  S T R U C T U R E

In addition to  a change in the overall philosophy of M edicaid in a m anaged care environm ent, the 
structure o f the agency from  an operational standpoint m ust adapt to the agency’s new role as well. 
T o  accom plish  this, all o f  the states researched have separated m anaged care operations from other 
operations w ithin the agency. This division is especially im portant if the traditional fee-for-service 
type p rogram s continue, as it enables staff to narrow their focus on a particular type o f  health care 
delivery . A lthough the separation is beneficial from a w ork load perspective, it requires that 
p rocedures be  developed to  ensure appropriate com m unication am ong different units such as 
elig ib ility  policy , paym ent policy, third-party liability, and inform ation system s continues to occur. 
Som e states have established a liaison between each area and the m anaged care unit to facilitate this 
com m unication.

In addition to the activities directly involved in the im plem entation and adm inistrative 
responsib ilities associated  with a managed care program , the S tate m ust also consider the role of 
o ther state agencies, especially  quality assurance activities and licensing issues. For example, in 
M ichigan , the D epartm ent o f Public Health (DPH) is responsible for licensure, so the M edicaid 
agency relies on D P H ’s inform ation fc r some oversight o f  the m anaged care program  rather than 
dup lica ting  the  work.

S T A F F I N G

A s a str.te prepares to  im plem ent a new program, the personnel com ponents o f successfully 
imp) m enting and m aintain ing the new program are often ro t  addressed until the policy issues 
related to program  developm ent are finalized. Ideally, these tw o aspects o f the program  should be 
developed sim ultaneously  to  ensure that what is being developed is adm inistratively possible to 
execute.

W ithout discussions early on about the administrative feasibility o f im plem enting new policies, a 
m anaged care  program  m ay be doom ed to fail, or at least subject to  what could be preventable 
hurdles before  it gets started. In M aine, for example, the state decided to rely on their existing data 
system  with last m inute enhancem ents. W hen the system  w as unable to  handle the needs o f the 
PC C M  program , enro llm ent into the program  was suspended fo r six m onths. H ad earlier attention 
been paid  to  ensure adequate system s w ere in place to handle the dem ands of the new program, 
this p rob lem  m ay have been  avoided.

In con junction  with the change in the role of the M edicaid agency, the roles and responsibilities of 
s ta ff m ust change accordingly . O ne key issue in this change is w hether to hire new  em ployees to 
carry  out the new  functions or to retrain existing em ployees. A  num ber o f factors will influence 
this decision. T hese include: the size o f the managed care program  (dollars and caseload), the 
receptiv ity  o f  existing staff to  the change, the ability to devote existing staff to m anaged care, 
w hether the ex isting  fee-for-service program  continues, the h iring  policies o f the state, current 
budget constrain ts, and the political feasibility of adding staff to  the agency.

S taffing dem ands and responsibilities are likely to change again as the m anaged care program  
evolves. O ne frequent change is the demand for additional staff as enrollm ent in the program
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increases. W hile this may seem obvious, enrollm ent dem ands in at least one state, Idaho, have 
exceeded the S ta te’s personnel resources, thereby forcing the state to lim it enrollm ent until 
adequate staff can be hired and trained. M ichigan solved unm et dem ands on its client hotline by 
quickly doing a contract add-on to an existing contract (not prim arily involved in m anaged care) to 
provide a back-up for overflow  calls.

In North C arolina, where the PCCM  program  has been in operation for five years, the managed 
care unit w as recently reorganized into team s. The primary reason for the reorganization was to 
allow  the State to becom e m ore focused on attacking problem s in a program  that is past the 
im plem entation p h a s ' T h e  em pioyees are divided into two team s, one which addresses internal 
agency issues and thr o ther is in the “field '1 and has responsibility for train ing  and m aintaining the 
operations o f the program . The second team  focuses prim arily on continuing education of 
recipients regarding the program  com ponents, in particular the appropriate use o f the emergency 
room .

C O M M O N  A D M 1 N I S T R A  T I V E  M A  N A  G E M  E N T  P R A  C T I C E S

In conjunction with the change in the state’s focus in a m anaged care environm ent, its 
adm inistrative role changes as well. Regardless o f which type o f m anaged care program  is 
im plem ented in the state there are several adm inistrative practices which the state m ust oversee.

PROGRAM OVERSIGHT

The im plem entation o f any type o f  m anaged care plan requires general oversight o f the program. 
This is m ore titan contract com pliance. Its focus is on the general perform ance o f the plan such as:

1. Q uality standards set by the State
2. A dequate access to health care in the areas where m anaged care is operational
3. C lient satisfaction
4. Educational efforts for providers and recipients

M arketing practices m ust be analyzed for their effect not only on individuals but their effect on the 
entire system . O ther questions that m ust be posed are:
•  Is the program  credible; is it accom plishing its task of cost savings and  access?

The public m ust be assured that tax dollars are being spent to  develop a program  that will 
genuinely change client patterns o f seeking health care when those patterns are inappropriate 
and costly . Providers must also be m onitored for non-com pliance w ith the p rogram ’s 
objectives. They m ust be educated if m isunderstandings are prevalent.

» A re recipient rights being protected?
•  D oes the system  assure that recipients will be treated fairly and delivered m edically necessary 

care? Program s m ust have form al com plaint and grievance processes to which Plans and 
p roviders adhere. Report cards for both providers and recipients m ay be developed to 
encourage com pliance with program  rules and give feedback to all participants.

A form al yearly  or bi-yearly evaluation m ay be required by H C FA  and m ay  also be desired by the 
State so adjustm ents to the program  can be m ade.

CONTRACTUAL COMPLIANCE

M easures m ust be taken to ensure provider/m anaged care com pliance w ith contractual agreements. 
This is frequently  accom plished through the perform ance o f audits rn d  the review  o f required 
reports subm itted  by the provider or m anaged care organization.
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C ontract com pliance often requires on-site reviews for program com pliance. Some states such as 
M assachusetts require participating H M O s to provide space for a perm anent state worker whose 
function is to oversee the plan's operation, policies and procedures, plus act as a liaison to the 
M edicaid  D ivision. W hile an on-site presence may not be necessary, frequent visits with the 
purpose o f  both com pliance and education may be warranted. Providers should be expected to 
provide space for state personnel w ho visit the office. Periodic chart review s and examination of 
o ther office  docum ents will be necessary from time to time. Reasonable telephone availability for 
p roblem  solving, education, and enrollm ent is recommended for recip ien ts and providers.

Som e states operate their own inform ation telephone lines and others contract that function to an 
en ro llm ent broker. Contracts are often written for a period of two to three years. The enrollment 
b roker o r health benefits m anger offers written and verbal educational m aterial, conducts off-site 
w orkshops and sem inars, and is responsible for enrolling recipients in to  the plan. In som e cases 
the en ro llm ent broker may work with the State to educate providers and answ er provider related 
questions, o r the Slate m ay be solely responsible for those functions, or the State may contract th a t. 
p iece to another com pany.

DATA MANAGEMENT

T he type o f  data that is collected and m aintained in a managed cane environm ent differs from the 
data needs under a fee-for-service program . In many cases, the SU RS system  must be modified in 
order to accom m odate the data needs o f a managed care program.

The data  m ust be configured to fulfill a new function. Although claim s processing will continue to 
be a needed  ability o f the system , o ther requirem ents of the new delivery  system  may require a 
redesign  o f  the system .

The data  system  m ust be able to support the following functions:

• p rio r authorization system s i iust link the recipient, provider and the claim ,

•  case  m anagem ent fees m ust be paid monthly,
• lists o f  enrolled recipients m ust be mailed to providers,

• recip ien ts m ust be notified o f enrollm ent,
•  on-line eligibility and enrollm ent inquiry must be available to providers, and

•  cost savings must be calculated

If cap itation  is a part o f the m anaged care delivery system, the data system  must provide the needed 
e lem ents so rates can be calculated fairly.

PROGRAM EVALUATION

W hile  it is im portant to regularly evaluate the effectiveness of any program , states which have 
received w aivers for m anaged care program s are required by HCFA to subm it an evaluation of 
their m anaged  care program s.

The H ealth  Care Financing A dm inistration requires states that have obtained waivers of 1915 (b) of 
the Social Security Act to evaluate their program s by an outside contractor during the first two 
w aiver periods. Program s are evaluated for cost savings, access to care, and the quality o f care 
patients receive. Client and provider satisfaction of the managed care plan is often included in the 
evaluation .
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I D E N T I F Y I N G  O V E R -  U T I U Z A  T I O N  O F  S E R  V I C E S

A Recipient M onitoring Program (aka “Lock-in” ) and prior authorization are both administratively 
sim ple and very effective means of controlling utilization and costs. Often only a few recipients 
account for high utilization within a Medicaid program. Both “lock-in" and prior authorization can 
focus directly on these recipients so administrative costs are minimized while the impact is 
m axim ized.

An aggressive Surveillance, Utilization and Review  System (SURS) analysis unit, an efficient 
SU RS subsystem , a decisive medical consultant team, and cooperative field w orkers are required 
for "lock-in" and prior authorization to be effective. The SURS analysis unit using, m odifying and 
updating the SURS subsystem identifies high utilizers on a timely basis. Then it targets over- 
utilizers and abusers for “ lock-in" or prior authorization, based on experience and general medical 
practice know ledge. W ith the help o f the local field workers, the SURS analysis unit places over­
utilizers and abusers in either “ lock-in" or prior authorization. The medical consultant team 
review s cases where the analysts are unsure or if the recipients or their providers object. If the 
m edical consultant team agrees, the SURS unit convinces the recipients to accept the placements, 
or the cases are taken to administrative hearings where judges may m andate the placem ents.

A dm inistrative costs for identifying and placing high utilizers in "lock-in" or prior authorization are 
kept to a m inim um . Since only a few recipients arc high utilizers o f services, the SU RS unit only 
targets a few o f these for placement, and only a very few of these objects to placem ent.

Further, adm inistrative costs beyrnd  identification and placement are very low. R ecipients’ 
M edicaid cards m ust display an appropriate m essage alerting providers o f the recipients’ status.
The claim s paym ent system must have appropriate edits to prohibit paym ent for unauthorized 
claim s or claim s billed by inappropriate providers. Field workers time in com pleting prior 
authorization form s must be accounted for.

The reason "lock-in" and prior authorization are so effective is they work hand-in-hand to curb 
over-utilization without reducing access for those who truly need a large num ber o f  procedures or 
expensive procedures. The SURS unit "locks-in" over-utilizers to prim ary providers located near 
the recipients. These providers then provide or authorize all services that will be paid by Medicaid 
for these recipients. In cases where the SURS unit cannot find willing providers, in cases where 
the recipients are changing their providers, or in cases where for some other reason the recipients 
cannot be assigned to prim ary providers, the SURS unit places the recipients in p rio r authorization. 
This placem ent requires the recipients to go to local field workers’ offices before any services are 
rendered. T his places the local workers in the uncom fortable position o f  appearing to determine 
m edical necessity o f requested services. H ow ever, simply requiring the recipients to  obtain prior 
authorization usually deters unwarranted requests and the worker rarely denies requests. As soon 
as possible recipients, placed in prior authorization are placed in "lock-in". •

In sum m ary, "lock-in" and prior authorization, especially when used together, are effective and 
adm inistratively  low-cost m ethods of controlling over-utilization and high costs. An aggressive 
SU R S analysis team , along with an efficient SU RS subsystem, zeroes in on high utilizers o f 
services and holds adm inistrative costs to a m inim um . Substantial cuts in utilization and costs can 
be realized fo r a minimal investment.
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M e d ica id  M a n a g ed  Care Status  
State  by State C om m entary
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M e d ic a id  M a n a g e d  C are S ta tu s  
S ta te  by State Commentary

Nam e of State Comments C o n t a c t  P e r s o n ( s )
Alabama • No Medicaid managed care 

plans currently contracted
• Plan to offer HMO option 

beginning in Mobile area in
1995 and then expand to other 
areas

• 1115 Waiver submitted to 
HCFA, 7/95

• Licensing is slow
• Capitation appears as if it would 

be low
• 1915 waiver for a coordinated 

system of pregnancy related 
services

Evelyn Terry, Outreach 
and Marketing Director 
205-242-5014

Debra Moore, Managed 
Care Division 
205-242-5012

A laska • Plans for managed care currently 
underway

• Currently have a contract for 
optical hardware

A rizona • Fully implemented prepaid 
capitated managed care plan 
statewide

• Enrollment is mandatory for all 
eligible recipients except Native 
Americans

• Three-year HMO contract bid let 
10/1/94 (some areas have one 
HMO and others may have more 
than one HMO-It depends on the 
population and size of the area)

• New RFP will probably be out 
in 2/97

• 1115 waiver pending to cover 
individuals up to 100% of ■ 
poverty

John Black. Executive 
Consultant, Office of 
Managed Care 
602-254-5522 ext. 
7024
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Name of State Comments Contact Person(s)
A rkansas • Has a 1915(b) waiver

• Operate a statewide PCCM
• No HMO contracts
• Nine county project for HMO 

option in the discussion stages
• No commercial HMO covers the 

state now; BC/BS attempting to 
do so

Roy Jeffus
501-682-8329

C aliforn ia • California aggressively seeking 
PHP contracts, just awarded 
dual choice (one county 
initiative, one private health 
plan) contracts in several 
counties

• Very competitive
• Statewide managed care 

program (combination of PCCM 
partially capitated and fully 
capitated programs) in place

• Offers coordinated care 
programs for the elderly, ON 
LOK is an example

• 1915(b) waiver approved

Joseph kelly/kenneth 
J. Wagstaff, State of 
Califomia-Health and 
Welfare Agency 
916-654-8076

Jennifer Sugar 
Medi-Cal Managed Care 
Division 
916-654-8070

C olorado • Currently has a statewide PCCM 
plan: plan to phase out and use 
as “safety net" only in areas 
where no HMOs exist

• Contracts with six HMOs, but 
HMOs do not cover the entire 
state

• As HMOs become available in 
other service areas, will contract 
with tnem

• 1915 (b) waiver approved

Kim Gordon 
303-866-2220

C onnecticut • Received 14 responses to an 
RFP for fully and partially 
capitated plans to serve the 
Medicaid population beginning 
7-1-95

• Phasing in statewide enrollment
• May re-bid in two years
• . No PCCM program; no

Medicaid contracted HMOs prior 
to the recent RFP

• 1915 (b) waiver approved

James Gaito 
203-424-5137
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