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(1)

EVALUATING COORDINATION OF CARE IN
MEDICAID: IMPROVING QUALITY AND CLIN-
ICAL OUTCOMES

WEDNESDAY, OCTOBER 15, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,

SUBCOMMITTEE ON HEALTH,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2123, Rayburn House Office Building, Hon. Michael Bilirakis
(chairman) presiding.

Members present: Representatives Bilirakis, Wilson, Brown, and
Green.

Staff present: Patrick Morrisey, deputy staff director, Chuck
Clapton, majority counsel: Jeremy Allen, health policy coordinator;
Eugenia Edwards, legislative clerk; David Nelson, minority coun-
sel; Bridgett Taylor, minority professional staff member; Purvee
Kempf, minority professional staff member; and Jessica McNiece,
minority staff assistant.

Mr. BILIRAKIS. Good morning. I call this hearing of the Health
Subcommittee to order. If you are wondering what we were just
discussing up here, the very significant issue of the Cubs game last
night, and to the couple of young people there who tried to catch
that foul ball and probably will be ostracized the rest of their lives
from Chicago. I would have to move if I lived there.

Anyhow, I would like to thank our witness for taking the time
to join us and provide their perspectives of strategies for improving
the health of Medicaid patients to enhance care and coordination
activities.

As I pointed out during last week’s subcommittee hearing on
challenges facing the Medicaid program in the 21st century, a com-
prehensive review of Medicaid should reveal a number of opportu-
nities underlined for improving this program. In my opinion, learn-
ing more about the innovative strategies States are adopting to im-
prove patient care is one of those opportunities. I feel that this is
an especially critical area, because as we discussed last week, Med-
icaid payments for elderly, blind, and disabled beneficiaries who
represent 27 percent of the total Medicaid population account for
73 percent of total payments.

Obviously, these beneficiaries who are more likely to suffer from
one or more chronic illnesses have the most to gain from effective
coordination of care programs. Additionally, the Medicaid program
itself could realize substantial savings as well. As we will discuss
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today, States have used a number of different strategies, most no-
tably disease management to meet this goal. My own State of Flor-
ida, for example, has partnered with several entities to better man-
age the chronic conditions that we know make up such a large part
of Medicare spending—of Medicaid spending, and I am pleased that
Dr. Rhonda Medows, the Secretary of Florida’s Agency for Health
Care Administration, was able to join us this morning.

Welcome, Doctor, and I know that we are all looking forward to
hearing more about Florida successes. Many States are also begin-
ning to enroll more of their Medicaid beneficiaries in managed care
plans. There is evidence that beneficiary outcomes are improving
under the managed care model which emphasizes coordinating
care, preventive benefits, disease management services for chron-
ically ill patients and improving patient outcomes. We will find out
from you hopefully whether that is the case.

And finally today, we will explore what kind of programs States
have adopted through their traditional fee-for-service structure to
help improve patient outcomes. Primary care, case management
programs have been implemented in a number of States. We have
a couple of State representatives with us today to talk a little more
about their ideas and how they have worked at the State level. It
is my hope that this survey of coordination of care programs will
help members of the subcommittee learn more about what types of
care coordination strategies work best and how we can apply these
lessons as we continue to think about how we can get the most out
of our Federal investment and Medicaid.

I would like to, again, thank all of our witnesses for joining us
today, and we all look forward to your testimony and am pleased
now to yield to my friend from Ohio now, Mr. Brown, for an open-
ing statement.

Mr. BROWN. Thank you, Mr. Chairman.
Thank you all, to all the witnesses who are joining us this morn-

ing. I would like to start by commending Ms. Wilson, my friend
from New Mexico who has worked on behalf of the committee to
determine whether there are ways to maximize our return from in-
vestment on Medicaid and especially appreciate the work she has
done.

To the extent that we can use information and coordination and
outreach to reduce the burden of disease we enhance Medicaid’s
role in the public health system and potentially squeeze more value
out of the dollars we invest. It makes sense to pursue these goals.

Looking at my own State of Ohio, disease management is one of
several tools the State’s Medicaid program is using to improve
health and health care in that State; for example, Medicaid—Ohio
Medicaid—has initiated a large physician profiling demonstration
to learn more about variations in clinical practice and make use of
that information to refine clinical outcomes.

Ohio’s Medicaid’s also working with the public health and pro-
vider community to make sure children receive age-appropriate im-
munizations and increase the number of high risk children who re-
ceive screening for lead poisoning.

Ohio has also initiated several demonstration projects aimed at
improving the quality and cost effectiveness of care for the aged,
the aged, the blind, and disabled.
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Public health outreach, disease management, and other tools
would be worthwhile, even if they didn’t save money, but there is
every reason to believe that they can and they will, but I have res-
ervations about relying on Medicaid HMO’s and private disease
management companies as a primary vehicle for integrating coordi-
nation of care into Medicaid. Effective disease management, like ef-
fective health care, hinges on continuity. HMO’s undoubtedly do
some things well but providing continuity of care is not one of
them.

Some 2.4 million senior and disabled Americans have been
dumped from Medicare+Choice HMO’s over the last 4 years. It
would be difficult to find a population more in need of care coordi-
nation of continuity of care than Medicaid beneficiaries, but dis-
appearing coverage and disease management just simply do not
mix very well.

Over the last 4 years, three Ohio HMO’s, for instance, con-
tracting with the Medicaid program, were shut down by the De-
partment of Insurance, leaving both beneficiaries and providers in
the lurch. To put those three failures into context, there were cur-
rently six HMO’s currently serving Medicaid patients in my State.
Three HMO failures is not a minor problem. Medicaid and pullouts
are certainly not unique to Ohio, so continuity of care is an issue
everywhere.

I also question whether we are actually setting the stage for in-
creased spending by paying private plans, whether they are private
HMO’s or private disease management companies to do what the
Medicaid program itself could do.

To return to Medicaid plus Medicare+Choice, for example for a
moment, Medicare was supposed to save the program money. No
such luck.

Medicare+Choice plans have managed to inflate Federal spend-
ing while deserting beneficiaries left and right. You cannot be-
grudge HMO’s their desire to maximize profits but you can prevent
them from earning those profits at the expense of Medicare and the
expense of Medicaid beneficiaries and American taxpayers. That is
not to say that partnering with private companies is always a bad
idea. It is just to say that privatization is not invariably a good
idea.

In the case of Medicare and Medicaid, if we overestimate the
ability of these companies to achieve efficiencies and underestimate
the length to come, they will go to maximize profits. We will have
no one but ourselves to blame when disease management savings
simply fail to materialize.

In the case of Medicare+Choice HMO’s, we not only overesti-
mated their ability to achieve efficiencies, we allow these plans to
compromise core principles, like universality, continuity, reliability.
All this and higher Medicare expenditures too, not exactly a bar-
gain for beneficiaries or for taxpayers.

When its profitability versus the public good, profitability is
going to win out, and when the choice is to return the maximum
number of dollars to State Medicaid programs or return the max-
imum number of dollars to shareholders, the shareholders are
going to win in a private system.
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We should consider all reasonable options when it comes to mak-
ing the most of the dollars we spend on Medicaid, but if history is
any guide, we should be aware of private sector solutions that
promises big gains at a small cost. As a woman once wiser than
I said, the nice thing about hitting your head against the wall is
it feels really good when you stop.

Thank you.
Mr. BILIRAKIS. The Chair thanks the gentleman, and I appreciate

Mr. Brown commenting on the work, task force work, that Mrs.
Wilson is undergoing on this issue, and I certainly join in that ac-
colade, and I will recognize her for an opening statement.

Mrs. WILSON. Thank you, Mr. Chairman, and thank you for hold-
ing this hearing today. It is the third in a series that your sub-
committee has held on Medicaid and ways that we can—I hope it
lays the foundation for looking at ways that we can improve Med-
icaid for the people who depend upon it most.

In the first hearing that we had, we talked about consumer-di-
rected care, and the reality is under Medicaid, beneficiaries have
far fewer choices than most of the rest of us who have health insur-
ance provided by employers or private health insurance. In giving
people choices and the ability and the knowledge to be able to man-
age their own care improves satisfaction and improves people’s
health.

We also heard last week in testimony that Medicaid doesn’t do
a very good job of collecting data on whether people’s health im-
proves or not. Seems, though, we have all kinds of information on
how much money we spend, but almost no information on whether
anybody’s life is better because we spent it.

We lack the evidence to show what we can do to improve people’s
health, and the reality is that Medicaid was really set up for acute
care. It was set up to pay claims and not to prevent disease or to
improve the quality of people’s health who have disease. It doesn’t
reward physicians for coordinating care for people with chronic ill-
ness.

There are some States, about 21 of them, where beginning to ex-
periment with ways to manage chronic disease, because chronic
diseases represent about 60 percent of the cost of health care in
this country. Diseases like diabetes, heart disease, asthma among
children, depression and cancer, drive up health care costs, and if
we can manage those diseases to improve the quality of health for
those who are facing those diseases, we will be much better off and
much healthier as a country. But Medicaid doesn’t—is not set up
to address those problems. It shouldn’t require a waiver from the
rules to do what is right in the first place, and we need to change
Medicaid so that it is not about following the payment slip and it
is about improving the health of those who depend upon it.

There are some tools we are going to hear about today that I
think are interesting and exciting, some States that decided they
were going to break the mold and ask for a waiver and beg CMS
to approve all of their paperwork, so that you can do some innova-
tive things to improve the health of the people who depend on Med-
icaid. I am looking forward to hearing about the results that you
are seeing, but you shouldn’t be the exception. You should be the
rule, and you shouldn’t have to say, ‘‘Mother, may I,’’ to get there.
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I am particularly pleased to welcome Chris Selecky from the
LifeMasters here today. LifeMasters does some good work in the
State of New Mexico, and I look forward to hearing your testimony
and the testimony of all the witnesses we have here today.

Thank you Mr. Chairman.
Mr. BILIRAKIS. I thank the gentlelady.
Mr. Green for an opening statement.
Mr. GREEN. Thank you, Mr. Chairman, and like my colleague, I

appreciate you holding these continued hearings on the Medicare
program, but particularly today with the care coordination.It is an
important issue, and I am glad we have the opportunity to learn
more about it.

Approximately 125 million Americans live with some form of
chronic disease, the most costly and preventable of all health prob-
lems. According to the CDC, chronic diseases account for 75 per-
cent of the $1 trillion spent on health care each year in our coun-
try. They have an impact on almost every American family for the
premature death, long-term illness and disability, loss of income
and costly out-of-pocket expenses.

Chronic diseases are among the most prevalent costly and pre-
ventable of health problems. By the year 2020, health care expendi-
tures for the chronic disease will actually reach $1 trillion, or 80
percent of health care costs. This is especially problematic in the
Medicaid program, as 30 percent of Medicaid population suffers
from these chronic diseases, such as diabetes, hypertension, chronic
obstructive pulmonary disease, or cardiovascular disease.

The cost of treating chronic diseases account for 80 percent of the
total Medicaid expenditures. Because Medicaid patients often lack
a primary care physician or rely on emergency room for the treat-
ment of these diseases, these patients often lack access to the kind
of preventative measures that can help better control their chronic
diseases, so investigating ways to improve chronic disease manage-
ment is such an important topic, care coordination, disease man-
agement, and primary case management and other programs have
all sought to improve outcomes for individuals as chronic diseases
throughout the same time reduces the cost in the program.

These programs aspire to improve day-to-day care for conditions
like diabetes and asthma, so that we can reduce the number of hos-
pital visits and acute episodes that often come with these diseases
are untreated. These programs not only make financial sense but
they also improve quality of life for the beneficiaries who rely on
them to improve their health.

I would much rather spend money preventing kidney failure than
have countless individuals with diabetes go on dialysis each year,
and I see that in my own district, but like every other issue this
committee considers, there is a disagreement over different groups
about how best to provide these services. Some feel strongly that
the private sector models are the best route.

I would argue that the savings generated by real disease man-
agement should be reinvested in the program, rather than used to
pay a percentage of corporate profits, and I think these are fair
questions and States are suffering some of their worst budgeted
crises in years, and Medicare dollars are scarce. And again, I know
from my own experience in Texas we are having problems not only
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with Medicaid scarce dollars, but also with our children’s health
care, where we lost almost 200,000 children for the budget short-
falls.

We should certainly do all we can to ensure that our limited dol-
lars are wisely spent, and Mr. Chairman, I look forward to the tes-
timony of our witnesses and I yield back my time.

Mr. BILIRAKIS. I thank the gentleman.
[Additional statement submitted for the record follows:]

PREPARED STATEMENT OF HON. W.J. ‘‘BILLY’’ TAUZIN, CHAIRMAN, COMMITTEE ON
ENERGY AND COMMERCE

Thank you, Chairman Bilirakis, for holding this important hearing today. I also
want to thank all of our witnesses for their testimony, which will provide valuable
perspectives on current efforts to better coordinate care for Medicaid beneficiaries.

As we heard in last week’s hearing, Medicaid is a critically important program
that provides health care services for the poorest and sickest Americans. However,
Medicaid also faces a number of challenges—including the perverse incentives it
provides for states to improperly obtain additional federal funding and how restric-
tive federal statutory mandates limit states’ ability to best address beneficiary needs
with flexible benefit packages.

The need to better coordinate care is another challenge that confronts the Med-
icaid program. While this challenge is not unique to Medicaid, it is particularly rel-
evant to the program, given the large number of chronically ill patients who are
Medicaid beneficiaries. Traditional fee-for-service Medicaid programs have been sin-
gularly ineffective in managing the health care needs of these patients. This has
contributed to rapidly increasing health care costs and unsatisfactory clinical out-
comes.

Clinical data shows just how poorly traditional Medicaid does at treating many
beneficiaries with chronic conditions. For example, data from one large Florida hos-
pital revealed that 90 percent of Medicaid patients with diabetic symptoms were ad-
mitted through the emergency room. This is deeply disturbing—diabetes is an emi-
nently manageable disease, which can be controlled through a regimen of physician
monitoring, diet, exercise and regular testing of blood insulin. It is unacceptable
that, in some cases, 90 percent of diabetic Medicaid patients are seeking hospital
admissions through the emergency room, rather than obtaining their treatments
under the direction and care of a primary care physician.

Unfortunately, this situation is not limited to the treatment of diabetes. The same
hospital I referenced earlier also reported similarly high emergency room admission
rates for Medicaid patients with hypertension and congestive heart failure. Medic-
aid’s failure to adequately coordinate the care of these patients leads to increased
utilization of expensive inpatient hospital services, increased costs for the program,
and worse clinical outcomes for patients.

These types of failures have prompted several states to affirmatively act to better
coordinate Medicaid beneficiaries’ care. These efforts have included contracting with
disease management organizations, managed care plans and a variety of other inno-
vative state-sponsored initiatives to promote improved clinical outcomes. All of these
programs share several characteristics—including an emphasis on better coordina-
tion of medical services and pharmaceutical benefits, increased patient education,
and efforts to ensure greater adherence to clinical treatment guidelines.

States using these programs have experienced some dramatic successes, including
significant reductions in the number of necessary hospitalizations and emergency
room visits. In addition, managed care initiatives have produced significant program
savings by reducing the amounts spent on pharmaceuticals, durable medical equip-
ment and certain acute care services.

We can learn from some of these successes, as we consider ideas to reform Med-
icaid. While the coordination of care for Medicaid beneficiaries creates significant
opportunities to improve patients’ quality of care, it also raises significant concerns.
To date, efforts to implement effective coordination of care initiatives have been
hampered by a lack of adequate performance measures and analysis of clinical out-
comes that can demonstrate whether these programs deliver the benefits they prom-
ised. Several recent reports have criticized the overall cost-effectiveness of certain
coordination of care programs. Moreover, some efforts that have been described as
coordination of care reforms, instead have simply replicated existing flawed Med-
icaid structures.
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I believe we owe it to Medicaid’s beneficiaries to provide them with better care.
Improved coordination of care holds the potential to produce significant Medicaid
savings, but more importantly, to also dramatically increase the quality of care that
beneficiaries receive. I look forward to hearing the testimony of the witnesses, who
will hopefully help us identify how we can achieve these important goals.

Mr. BILIRAKIS. We will go right into the panel. Your written
statements are part of the record and I hope what you would do
would be to supplement those statements. We will set the clock for
5 minutes for each of you.

Obviously, if you are on a roll and 5 minutes is up, I am cer-
tainly not going to cut you off, but we would appreciate if you could
stay as close to it as you can, because we will be asking questions,
and you will have an opportunity to supplement some of your state-
ments that way.

The panel consists of Ms. Chris Selecky, the chief executive offi-
cer of LifeMasters Support SelfCare, Inc. She is testifying on behalf
of the Disease Management Association of America; Mr. Dan
Hilferty, president and CEO of the Keystone Mercy Health Plan of
Philadelphia, testifying on behalf of the American Association of
Health Plans; Dr. Rhonda Medows, Secretary of the Florida Agency
for Health Care Administration, Tallahassee, Florida, testifying on
behalf of the State of Florida; Mr. Jeffrey Simms, assistant director
of North Carolina Division of Medical Assistance, testifying on be-
half of North Carolina, so to speak; and Ms. Melanie Bella, Assist-
ant Secretary, Office of Medicaid Policy and Planning, on behalf of
Indiana.

Welcome, again.
Thank you so very much for taking time to be up here, and we

will start off with Ms. Selecky.
Please proceed.

STATEMENTS OF CHRISTOBEL E. SELECKY, CHIEF EXECUTIVE
OFFICER, LIFEMASTERS SUPPORT SELFCARE, INC., ON BE-
HALF OF THE DISEASE MANAGEMENT ASSOCIATION OF
AMERICA; DANIEL J. HILFERTY, PRESIDENT AND CEO, KEY-
STONE MERCY HEALTH PLAN OF PHILADELPHIA, ON BE-
HALF OF THE AMERICAN ASSOCIATION OF HEALTH PLANS;
RHONDA MEDOWS, SECRETARY, FLORIDA AGENCY FOR
HEALTH CARE ADMINISTRATION, ON BEHALF OF STATE OF
FLORIDA; JEFFREY SIMMS, ASSISTANT DIRECTOR, NORTH
CAROLINA DIVISION OF MEDICAL ASSISTANCE; AND
MELANIE M. BELLA, ASSISTANT SECRETARY, OFFICE OF
MEDICAID POLICY AND PLANNING, STATE OF INDIANA

Ms. SELECKY. Good morning.
Thank you, Mr. Chairman and Representative Wilson, for invit-

ing me to speak before the committee today.
My name is Christobel Selecky, and I am the-president elect of

the Disease Management Association of America, which is a non-
profit interdisciplinary association dedicated to the advancement of
health improvement for people with chronic conditions.

I am also the CEO of LifeMasters Supported SelfCare, a pri-
vately held disease management organization that provides coach-
ing, education, and support to more than 300,000 people nation-
wide.
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We are fully accredited by the National Committee for Quality
Assurance to provide disease management services to people with
asthma, congestive heart failure, coronary artery disease, COPD,
and diabetes, and manage the other conditions that go along with
these diseases like depression and high blood pressure.

Our company was founded by a physician, almost 10 years ago,
for the sole purpose of providing disease management services. We
have provided these services to thousands of Medicaid beneficiaries
for several years and currently work with several thousands of
beneficiaries in Florida and New Mexico.

We were one of the first disease management organizations to be
selected by Florida to provide services to their fee-for-service bene-
ficiaries and we are pleased to be continuing with that relationship.

In the first 2 years of that program, we were able to provide the
State almost $4.5 million in real bottom line cost savings on an av-
erage population of just 2,500 beneficiaries with congestive heart
failures. This represented a 5.6 percent net reduction in health
care costs. These savings were the result of significant reductions
in health care service utilization; for example, emergency hos-
pitalizations went down by almost 40 percent.

In addition, beneficiaries received increased levels of evidence
based care from their physicians, such as the 78 percent increase
in annual cholesterol screenings. These programs work equally well
in fee-for-service and managed care plans. In New Mexico, nurses
in our Albuquerque call center provide our program to Medicaid
beneficiaries with diabetes and coronary artery disease who are
members of the Presbyterian health plan.

Disease management is one of those very rare win-win opportu-
nities in health care, in which the beneficiaries win because they
get a better quality of life. The physicians win because they have
the opportunity to manage their patients more efficiently and the
patients win because utilization and health care costs are reduced.
The beneficiaries we serve often have multiple conditions, are tak-
ing several prescription drugs, see many different physicians, and
often experience complications leading to expensive emergency hos-
pitalizations. These complications are caused by things like drug
interactions, the impact of lifestyle choices or the failure to cor-
rectly follow the treatment plan prescribed by the physician.

Medicaid beneficiaries face additional challenges, such as low
levels of literacy, language barriers, frequent changes in eligibility,
problems with gaining access to primary care, transients and other
life issues making health care a secondary concern and higher lev-
els of mental-health issues than the general population. Disease
management programs identify and work proactively with people to
educate and support them in making necessary lifestyle and behav-
ior changes, to monitor their condition in between office visits and
to alert their physicians to any changes in their patient’s condition.

In Medicaid population, disease management organizations have
learned to make special efforts, such as finding beneficiaries a med-
ical home, coordinating transportation, providing home assess-
ments and training, adapting programs to assess language, literacy
and cultural issues and coordinating with local mental health and
social-service resources.
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It has been our experience in several States that Medicaid bene-
ficiaries are hungry for the support and enhanced access to care
that disease management programs provide, and that they partici-
pate in these programs at equal or higher levels than our commer-
cial populations.

It is critical that our country begin to address the needs of our
chronically ill Medicaid beneficiaries, now. In spite of best efforts,
the Medicaid fee-for-service program is not set up to facilitate the
program of optimal care for beneficiaries. We believe the solution
is to integrate fully integrated fully accredited disease management
programs into fee-for-service and manage Medicaid according to the
following principles. There should be no discrimination against
beneficiaries who currently lack access to the benefits of disease
management. These programs should be made available to all Med-
icaid and duly eligible beneficiaries, regardless of whether they
were in managed care or fee-for-service.

Medicaid fee-for-service programs should consider directly con-
tracting with accountable disease management organizations which
can ramp up quickly to immediately begin delivering the benefits
of these services on a population wide basis with financial arrange-
ment that would result at a minimum budget neutrality.

Results of disease management efforts should be measured and
reported objectively, using consistent standardized methods, and
disease management providers should be selected based on dem-
onstrated and documented ability to deliver positive financial and
quality outcomes.

Based on the results from several States, we believe that a com-
prehensive disease management strategy could deliver cost savings
to the Medicaid population into the billion dollars annually while
concurrently improving access to care, quality of life, and health
outcomes.

I appreciate the opportunity to share my views of experience in
disease management with you and look forward to trying to answer
some of your questions.

[The prepared statement of Christobel E. Selecky follows:]

PREPARED STATEMENT OF CHRISTOBEL E. SELECKY, PRESIDENT-ELECT, DISEASE MAN-
AGEMENT ASSOCIATION OF AMERICA, CHIEF EXECUTIVE OFFICER, LIFEMASTERS
SUPPORTED SELFCARE, INC.

The Disease Management Association of America (DMAA) is a non-profit, vol-
untary membership organization, founded in March of 1999, which represents all as-
pects of the disease management community.

Creation of the association was in response to the continued growth of disease
management in the United States. The increasing number of stakeholders depend-
ent on the ‘‘promise’’ of disease management for cost effective, quality healthcare in
this new millennium has created a need for a single voice and a more scientific ap-
proach to the measurement of the success of disease management programs.

DMAA has established an industry-standard definition of qualified DM programs
and entities. The DMAA definition, established in consultation with primary care
and specialty physicians and representing private practice, health plan, and institu-
tional perspectives, is as follows:
• Disease management is a system of coordinated healthcare interventions and

communications for populations with conditions in which patient self-care ef-
forts are significant, supporting the physician/patient relationship and their
plan of care;

• Emphasizes prevention of exacerbations and complications utilizing evidence-
based practice guidelines and patient empowerment strategies; and
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• Evaluates clinical, humanistic and economic outcomes on an ongoing basis with
the goal of improving overall health.

• Disease management services provided to an individual must include:
• Population identification processes;
• Evidence-based practice guidelines
• Collaborative practice models to include physician and support-service pro-

viders;
• Patient self-management education (e.g. primary prevention, behavior modi-

fication programs, and compliance/surveillance);
• Process and outcomes measurement, evaluation and management, and rou-

tine reporting; and
• Feedback loop (e.g. communication with patient, physician, health plan, and

ancillary providers and practice profiling)
The Disease Management Organization which I am privileged to lead,

LifeMasters  Supported SelfCareSM, Inc., has extensive experience in and NCQA
accreditation for providing disease management programs to patients with CHF,
COPD, CAD, Diabetes, and Asthma and has demonstrated that a multi-disciplinary
Disease Management program including patient education, interactive vital sign
and symptom monitoring, nurse support and physician intervention can signifi-
cantly reduce unnecessary utilization and improve quality of care. The company was
founded by a physician in 1994 and currently provides services to more than
300,000 individuals nationwide through its contracts with healthplans, employers,
and government agencies. The LifeMasters  service model has served as the basis
for five major published outcomes papers.

States are experiencing unprecedented budget deficits as a result of the economic
recession and its resultant impact on tax revenues. Following more than a decade
of economic expansion, state tax revenues are falling for the third year in a row and
most states have already dipped into their ‘‘rainy day’’ funds to make ends meet in
the previous 2 years. This year’s budget balancing promises to be the most difficult
in recent times.

State Medicaid agencies are having an exceptionally difficult time making ends
meet as the result of rising health care costs and increasing enrollments over the
past several years.

Most states are contemplating Medicaid program reductions in the form of: 1. Re-
duced benefits; 2. Tightened eligibility requirements; 3. Lower health care provider
rates; and 4. Moving Medicaid fee-for-service beneficiaries to managed care.

For most poor people, low-income children, the frail elderly, and the blind and dis-
abled, Medicaid is often the only source of health care coverage available to them.
Reducing eligibility and access to care for these groups may offer short-term savings
by shifting costs from the state to the safety net providers and the community. But
the economic hardship placed on safety net providers today, however, will likely
have to be swallowed by the state in subsequent years. To stop this cycle, we must
explore alternative strategies that do more than shift costs.

To identify successful cost-cutting strategies for Medicaid it makes sense to begin
with an understanding of what drives health care costs in this population. A report
by the Centers for Disease Control and Prevention’s Chronic Disease Center esti-
mates that 70% of the nation’s medical costs are attributable to the treatment of
people with chronic disease(s). In addition, 75% of the nation’s deaths result from
complications associated with chronic disease. In a recent report in California,
where LifeMasters is headquartered, the Legislative Analyst’s Office (LAO) esti-
mated that more than 25% of adult beneficiaries, or over 700,000 people, enrolled
in Medi-Cal have at least one chronic condition. The greatest concentration of chron-
ic disease is among the aged, blind and disabled (ABD) population where the Cali-
fornia LAO estimated that 440,000 ABD beneficiaries cost the state $5.3 billion in
2001, an average annual cost of $12,000 per beneficiary. On a national basis, the
elderly and disabled constitute 25% of Medicaid beneficiaries but account for two
thirds of the healthcare costs.

Nationally, the direct cost of treating people with chronic disease(s) is estimated
to be at least $510 billion this year and will soar to $1.07 trillion by the year 2020.
Three diseases, diabetes, congestive heart failure (CHF) and coronary artery disease
(CAD), account for $250 billion or more in annual direct costs, and $429.2 billion
in total costs (including lost productivity, wages, etc.). Many of these expenditures
are related to preventable repeated hospitalizations and emergency room visits.
During the next 30 years, as the U.S. population ages, the number of individuals
and estimated cost of care for people with chronic disease is expected to grow dra-
matically. The time for the states and the federal government to devise proactive
cost reduction and quality improvement strategies is now.
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Further compounding problems for states are the health care challenges caused
by disparities of race, class, culture and ethnicity facing the nation’s elderly and dis-
abled poor. Barriers of education and language directly impact a patient’s ability to
access care. These patients may not seek care, or may rely solely on emergency room
visits, and may be non-compliant with follow-up. These factors contribute to the
high cost of care, and relatively poor outcomes, for Medicaid eligible patients. The
chart displays the disproportionate burden of diabetes facing non-whites.

Cardiovascular disease is a leading cause of morbidity and mortality for all racial
and ethnic groups, but as with diabetes, non-whites disproportionately experience
all risk factors (excepting tobacco use) and rates of complications. Hispanics are also
more likely to have high blood pressure and elevated cholesterol, major risk factors
for cardiovascular disease. In addition, African Americans and other minorities ex-
perience death rates from diabetes and heart disease that are 50-100% higher than
their Caucasian counterparts.

As Congress and the states ponder solutions to this problem, we urge you to con-
sider implementing an innovative approach to managing health called disease man-
agement (DM). DM has taken shape over the past several years and is showing
great promise to deliver better care at lower cost. These results have been achieved
while simultaneously increasing beneficiary access to care, enhancing patient satis-
faction with their healthcare providers, and improving clinical outcomes. Although
there is no singular solution to cure the complex problems facing Medicaid today,
DM is one option that can immediately begin to reduce costs while improving health
outcomes. Based on experience managing similar populations, it is estimated that
DM could save the states many millions of dollars.

Nearly 25 states have initiated disease management efforts, at least at a pilot
project level, and eight have initiated comprehensive programs similar to the ones
described below. Furthermore, the U. S. Department of Health and Human Services
(HHS) and Centers for Medicare and Medicaid Services (CMS) have gained Congres-
sional approval to begin larger scale demonstration projects with Medicare and
Medicare/Medicaid dual eligible populations with chronic disease. Several large
awards were made late in 2002 and several other DM demonstrations are expected
to be awarded and implemented in 2003 and 2004.

DESCRIPTION OF THE PROBLEM

When Medicaid was created in 1965 (Title XIX), the intent was to improve the
medical care being delivered under the public assistance programs. Beneficiaries
were expected to enter the program for a period of time while they needed public
assistance and then move back into the private sector. Consequently, most Medicaid
programs were originally rooted in the provision of acute care under a medical treat-
ment model that largely ignored prevention, self-management, peer support, and
management of complex, co-morbid conditions.

Most people receiving public assistance, however, stay on service longer than ex-
pected. Coupled with advances in the pharmaceutical and clinical management of
chronic conditions, people now have substantially longer life expectancies, extending
the period of eligibility for a larger percentage of the population than was envi-
sioned in 1965. This added longevity has contributed greatly to the steadily growing
number of beneficiaries dually eligible for Medicaid and Medicare. The U.S. Census
Bureau indicates that life expectancy rates have increased steadily since 1965, as
follows:

Year Life expectancy at birth,
both sexes, all races (years)

1965 ................................................................................................................................. 70.2
1970 ................................................................................................................................. 70.8
1975 ................................................................................................................................. 72.6
1980 ................................................................................................................................. 73.7
1985 ................................................................................................................................. 74.7
1990 ................................................................................................................................. 75.4
1995 ................................................................................................................................. 75.8
2000 Projections ............................................................................................................... 76.4
2010 Projections ............................................................................................................... 77.4

As a result, chronic diseases, such as arthritis, asthma, cancer, chronic obstructive
pulmonary disease, CHF, depression, and diabetes account for 60 percent of medical
costs in the United States. Cardiovascular disease (principally high blood pressure,
heart disease, and stroke) is the leading cause of death among both men and women
and across all racial and ethnic groups. About 58 million Americans live with some
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form of the disease. In 1999 alone, cardiovascular disease cost the nation an esti-
mated $287 billion in health care expenditures and lost productivity, and this bur-
den is growing as the population ages.

Medicare has recognized that an acute care system is no longer appropriate where
the major killers and cost drivers of our era are chronic conditions. Moreover, it has
reacted by exploring high-tech, innovative delivery systems, such as DM. Medicare
has thus far lacked the legislative authority, however, to implement its demonstra-
tions on a beneficiary-wide scale to provide fair access to all fee for service bene-
ficiaries. On the state level, in the past two years, legislation has been passed in
several states to fund DM. As many as two dozen states considered DM legislation
in their recent legislative sessions.

Those states undertaking DM have elected not to cover dually eligible bene-
ficiaries in their DM projects since the state would be primarily responsible for pay-
ing the cost of the DM program, most savings achieved through DM, however, would
accrue to CMS (this is the result of Medicare being the primary payor and states
are generally being at risk for only pharmacy, Medicare co-payments and transpor-
tation costs for this population). In fact, many beneficiaries enrolled in DM pro-
grams in FFS Medicaid lose this benefit when they become eligible for Medicare.
Former CMS Deputy Administrator Ruben King-Shaw made it clear that CMS is
willing to approve waivers that would allow states to share in any savings achieved
through DM efforts with dually eligible beneficiaries. CMS is also reviewing ‘‘unso-
licited’’ demonstration projects for the management of dual eligibles with chronic
disease, whereby CMS would fund the DM project.

Like the ABD population, dual eligibles have chronic disease prevalence rates
much higher than the overall Medicaid population. For example, CHF prevalence
in the dual eligible population may approach 10% while the prevalence in the gen-
eral population is less than 1%. The average monthly cost for dual eligibles with
CHF is approximately $1,500 to $2,000 compared to a $200 to $300 monthly cost
for the overall Medicaid population. Whether or not the states elect to offer DM
services for this population will likely depend on the ability of the states to nego-
tiate shared cost savings with CMS or on having CMS fund DM services as part
of a CMS demonstration project.

Historically, a small proportion of Medicaid beneficiaries have accounted for a
major proportion of Medicaid expenditures. In the fee-for-service environment,
health care for individuals with chronic illness has often been fragmented and poor-
ly coordinated across multiple health care providers and multiple sites of care. Evi-
dence-based practice guidelines have not always been followed, nor have patients al-
ways been taught how best to care for themselves. These shortcomings are particu-
larly true for patients served under reimbursement systems in which providers lack
incentives for controlling the frequency, mix, and intensity of services, and in which
providers have limited accountability for the outcomes of care, such as fee for serv-
ice Medicaid.

In its current form, the health care system in not equipped to educate, monitor
or support these very sick patients on a longitudinal basis to ensure proper coordi-
nation of care and compliance with complex treatment regimens. For fee for service
Medicaid beneficiaries, this problem is exacerbated by the lack of any medical man-
agement or quality improvement infrastructure. The infrastructure offered by DM
programs fills these gaps resulting in better human and financial outcomes.

Disease managers provide a safety net for seriously and chronically ill patients
in between their physician visits, and are frequently credited with helping patients
with chronic disease avoid unnecessary hospitalizations, unnecessary emergency
room (ER) visits, surgery, and other more invasive care. Instead of relying solely on
the physician-based care system (which, under managed care, and even in fee for
service, has suffered serious and often irrational restraints from formularies, utiliza-
tion review, and incentives to reduce doctor-patient consultation time), DM pro-
grams typically provide access to health care professionals on a 24-hour per day/ 7-
day per week basis. Although disease managers are typically nurses, dietitians,
health educators, social workers, and others who do not take the place of the pri-
mary care physician, they bridge the care management gap that often exists for pa-
tients between physician office visits. Given the propensity by many Medicaid bene-
ficiaries to use the ER for primary care, DM can act as a means of educating pa-
tients on the proper use of the health care system, thus directing patients to pri-
mary care, as well as coordinating a patient’s care across a variety of care settings,
i.e., ER, specialist, PCP, etc.

Disease managers also improve physicians’ effectiveness by providing real-time
patient data and timely information on disease-specific best practices protocols.
Without a DM program, it is unlikely that physicians can monitor patients effec-
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1 Crossing the Quality Chasm: A New Health System for the 21st Century, Committee on Qual-
ity of Health Care in America, Institute of Medicine, National Academy Press, Washington, D.C.
(2001).

tively between (and even during) visits, due to constraints on their time and office
staff.

Given the few Medicaid Managed Care plans available to Medicaid beneficiaries
in rural settings, DM could serve to fill the access to care and quality gap now being
experienced in these areas and greatly reduce overall costs. Since most DM services
can be fully implemented telephonically or via the Internet, rural patients in DM
programs enjoy significantly improved access to care. In addition, to the extent that
the DM programs succeed as expected, rural patients should not need as many vis-
its to hospitals or specialty facilities, which may be distant from their homes and
therefore avoided. Finally, on-line and telephonic DM programs frequently offer pa-
tient self-management and informational tools without cost, which improves access
to services by the uninsured and poor.

DM programs address issues raised by the Institute of Medicine (IOM) regarding
medical errors and quality of care. The IOM reports on medical errors and the dete-
riorating quality of healthcare in America 1 argue that DM is not only integral to
preventing medical errors, but also to protecting and improving overall health care
quality, especially for the chronically ill. In the reports, the IOM Committee on
Quality of Health Care in America cites extensive evidence that ‘‘the nation’s health
care industry has foundered in its ability to provide safe, high-quality care consist-
ently to all Americans. Reorganization and reform are urgently needed to fix what
is now a disjointed and inefficient system.’’

The IOM quality of care report properly stresses the issues posed by chronic con-
ditions, and concludes that:

‘‘clinicians, health care organizations, and purchasers—companies or groups
that compensate health care providers for delivering services to patients—
should focus on improving care for common, chronic conditions such as heart
disease, diabetes, and asthma that are now the leading causes of illness in the
United States and consume a substantial portion of health care resources.
These ailments typically require care involving a variety of clinicians and health
care settings, over extended periods of time.’’

To address these issues, the IOM suggests that private and public purchasers,
health care organizations, clinicians, and patients should work together to redesign
health care processes in accordance with the following rules:
• Care based on continuous healing relationships. Patients should receive

care whenever they need it and in many forms, not just face-to-face visits.
• Customization based on patient needs and values. The system of care should

be designed to meet the most common types of needs, but have the capability
to respond to individual patient choices and preferences.

• The patient as the source of control. Patients should be given the necessary
information and the opportunity to exercise the degree of control they choose
over health care decisions that affect them.

• Shared knowledge and the free flow of information. Patients should have
unfettered access to their own medical information and to clinical knowledge.

• Evidence-based decision-making. Patients should receive care based on the
best available scientific knowledge.

• Safety as a system property. Patients should be safe from injury caused by the
care system. Reducing risk and ensuring safety require greater attention to sys-
tems that help prevent and mitigate errors.

• The need for transparency. The health care system should make information
available to patients and their families that allows them to make informed deci-
sions when selecting a health plan, hospital, or clinical practice, or when choos-
ing among alternative treatments.

• Anticipation of needs. The health care system should anticipate patient needs,
rather than simply reacting to events.

• Continuous decrease in waste. The health care system should not waste re-
sources or patient time.

• Cooperation among clinicians. Clinicians and institutions should actively col-
laborate and communicate to ensure an appropriate exchange of information
and coordination of care.’’

With regard to medical errors, the IOM emphasized that one of the chief culprits
in medical errors is the lack of care management and coordination, resulting from
the decentralized and fragmented nature of the health care delivery system, and the
multitude of unaffiliated providers practicing in different settings without access to
complete medical record information or coordination.
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The IOM reports are, in all respects, a call to action for, and a validation of, the
critical need to support and promote DM as a solution to many of the problems be-
setting the health care system, both public and private, managed care and fee-for-
service. High-quality DM programs focus directly on the chronic conditions that the
IOM reports consider most costly and ripe for new models of intervention, and im-
prove clinical and financial outcomes in every one of the areas considered most prob-
lematic by the IOM.

ENHANCING CARE COORDINATION—DISEASE MANAGEMENT

The central premise behind DM is elegant in its simplicity. Simply stated, the
value proposition for DM is that ‘‘healthier people cost less.’’ Put another way, if
we can improve the health of the population, we will reduce their demands on the
health care system and that reduced demand translates into lower costs. Chronic
illness is a major driver of health care costs. One reason for this is that many chron-
ically ill individuals experience acute episodes that require expensive (and often
traumatic) treatment in institutional settings. The incidence of such episodes can be
reduced or entirely avoided through proper management of chronic conditions, as
can the progressive worsening of chronic conditions that leads to complications and
co-morbidities. Thus, if health care payors can efficiently deliver interventions that
result in improved management of their chronic condition to those beneficiaries,
quality improvement and cost savings will result.

Candidates for DM services are typically identified through review of their health
insurance and available medical data by health insurers and disease management
organizations (DMOs), or by their primary care providers. Disease managers then
reach out to these individuals and, in concert with their physicians, enroll them in
DM programs.

Many of the interventions that can be provided to individuals with these chronic
illnesses are often relatively simple. For example, great progress can be made by
promoting smoking cessation, improvements in diet and exercise, and teaching pa-
tients to better self-manage many aspects of their condition like blood glucose level
self-monitoring and adherence with prescription drug regimens. These interventions
are supported by regularized, ongoing communication between beneficiaries, care
providers and disease managers through a variety of media including phone, mail
and electronic, and, when warranted, in-home visits, that serves to promote adher-
ence, monitor clinical status, ensure a continuum of care, and to proactively identify
and address situations that could lead to avoidable acute events. Most DMOs have
proven adept at addressing populations with multiple conditions, which is signifi-
cant because a high percentage of individuals with chronic disease have more than
one condition (co-morbidity).

One challenge in delivering effective DM services lies with the fact that the bene-
ficiary population can be a difficult one to impact. Often, the harmful behaviors and
habits that DM programs seek to address have become highly ingrained over dec-
ades. In other cases, beneficiaries are depressed as a consequence of their condition,
have grown skeptical of health care interventions, and may have developed hostility
toward the health care system. DM programs have developed techniques for success-
fully reaching these populations and are able to uncover and motivate the under-
lying desire of most chronically ill individuals for improved quality of life.

Another important feature of disease management is the integration with the
beneficiary’s personal physician. Many DM programs assist the physician as well as
the patient by helping to provide evidence-based practice guidelines specific to their
patients and their conditions. DM programs develop programs and techniques for
reaching out to physicians and have generally been successful in achieving positive
physician satisfaction and participation.

DM works. Peer reviewed studies show that DM can have a significant impact on
both the cost and quality of care and health outcomes.

OUTCOMES

The state of Florida was one of the first states to offer disease management serv-
ices to beneficiaries eligible for Medicaid fee for service and Primary Care Case
Management (PCCM). In LifeMasters  program for Florida Medicaid beneficiaries
with Congestive Heart Failure, we were able to reduce healthcare expenditures over
a two-year period by 16.3%, resulting in a net savings to the state (after paying for
program costs) of $4.4 million for an average of just 2,500 beneficiaries. Other states
have launched their own DM initiatives including Washington, Colorado, Texas, Or-
egon, Mississippi, Ohio, Kansas, Idaho, Missouri and Arkansas to name just a few.
There are several DM Organizations that have extensive experience meeting the
distinct needs of Medicaid populations.
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Florida Medicaid Results (Population-based CHF Program)

Indicator Baseline Year Intervention Period
(Two Years)

Percent Change/Com-
ment

Total Medical Claims/Year $77,727,365 (Projected two year
costs).

$65,065,548 (Two year actual
costs).

-16.3%

Hospital days/Year ............. 8,859 per 1000 members ............ 5,431 per 1000 members ............ -38.7%
Percent of beneficiaries on

ACE inhibitor/
angiotensin receptor
blocker therapy.

58.1% ........................................... 76.5% ........................................... 32%

Percent of beneficiaries on
beta blockers.

30.2% ........................................... 44.1% .......................................... 46%

Percent of beneficiaries re-
ceiving an annual cho-
lesterol screening.

30.3% ........................................... 53.8% ........................................... 78%

Percent of patients report-
ing abstaining from
smoking.

N/A ................................................ 69% .............................................. N/A

Percent of patients compli-
ant with drug treatment
plan.

N/A ................................................ 98% .............................................. N/A

Percent of patients compli-
ant with dietary restric-
tions.

N/A ................................................ 77-85% ........................................ Depends on risk cat-
egory and month
measured

Compliant with drug treat-
ment plan.

N/A ................................................ 98% .............................................. N/A

LifeMasters also provides services to managed care Medicaid beneficiaries
through a relationship with Presbyterian Health Plan in New Mexico. Presbyterian
has 133,000 Medicaid beneficiaries. Of this number, there are 2,100 beneficiaries
with Coronary Artery Disease (CAD) and Diabetes enrolled in the disease manage-
ment program. While it is too early in the program to have clinical, cost, and quality
data available, we have found the same level of receptivity to the program as we
experienced with fee for service Medicaid beneficiaries in Florida. One of our disease
management nurses said of one of her program participants: ‘‘When I first started
calling [the participant] in May, she was stressed and depressed and frustrated with
her foot pain. Since that time, she has started walking a few miles 4 times a week
and lifting weights. She has lost 10+ lbs and her energy and spirits are higher than
ever. After a trip to her podiatrist, her feet are feeling better. She often thanks me
for calling her and holding her accountable to keep on top of her DM and exercising.
Without the program she doesn’t think she would be doing so well.’’

LifeMasters has also provided services to managed care Medicaid beneficiaries
through a relationship with Fallon Community Health Plan, which has been ranked
the number one HMO in America four times over the past several years: twice by
Newsweek (1999, 1996) and twice by U.S. News and World Report (1998, 1996). Be-
ginning in 1999, Fallon’s members with diabetes were enrolled in the LifeMasters
diabetes management program. According to Val Slayton, MD, Fallon’s former Chief
Medical Officer, the cost savings achieved with the Medicare (9.2%) and Medicaid
(42.9% for a relatively small population) populations have been larger than those
in the Commercial group (4.7%) for patients with diabetes in the first year on a per
member, per month (pmpm) basis compared with baseline figures (see below). Dia-
betic claims cost on a PMPM basis fell from $691 to $632.

Fallon Community Health Plan Results (Diabetes) Program Results after 1 Year

Indicator Baseline Year Intervention Period Percent Change/
Comment

Total Medical Claims/Year .......................... $717.80 ................................ $486.93 ................................ -42.9%
Hospital days/Year ....................................... 1,536 per 1000 .................... 1,173 per 1000 .................... -23.6%
Cardiac (CHF+CAD) Days/Year .................... 284 per 1000 ....................... 69 per 1000 ......................... -75.6%
Average HbA1c Value (entire population) ... 8.2% .................................... 7.5% .................................... -8.5%

Other Disease Management Organizations have had success in deploying DM
interventions in Medicaid populations.
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McKesson Corporation has extensive expertise providing disease and demand
management experience through direct contracting with State Medicaid programs
including contracts with the Washington State Medical Assistance Administration
(MAA), the Oregon Medical Assistance Program, Florida’s Agency for Health Care
Administration (AHCA), the Mississippi Division of Medicaid, and Colorado’s Divi-
sion of Health Care Policy and Administration. Furthermore, the states of New
Hampshire and Montana have selected McKesson to provide disease management
for their Medicaid fee-for-service population.

Initial results for Washington MAA (asthma, diabetes and heart failure) have
demonstrated significant clinical and economic improvement. The state of Wash-
ington recently released their first year estimated net savings from their disease
management programs. The results from the state show greater than $1.5 million
of first year savings for the 18,000 Medicaid recipients eligible for the service. Sav-
ings of $900,000 were noted in the diabetes population, $375,000 for heart failure,
and $250,000 for asthma.

Columbia United Providers, a Medicaid managed care provider based in Van-
couver, Washington has had significant success in implementing behavior changes
among members enrolled in an asthma DM program. At the time the plan’s mem-
bers first enrolled in the asthma program approximately 8% had an action plan; at
six months, nearly 46% had such a plan—an increase of 450%. Members taking
asthma medication every day to control symptoms increased to 33% at six months
from 29% at enrollment. The analysis of medical and pharmacy claims (using a
matched cohort design) for this Medicaid Program was quite positive and resulted
in a very positive financial return to the client ($2.25 ROI).

A second managed Medicaid program in the Northeast completed an asthma pro-
gram for its identified members, showing highly significant reductions in inpatient,
emergency room and outpatient symptomatic office visits utilization when compared
to a matched cohort of non-participating asthmatics (p< .01 for all comparisons), re-
sulting in a very favorable financial return ($1.61 ROI).

In addition to these Medicaid-specific analyses, McKesson has completed 9 med-
ical claims analyses for commercial asthma programs; 13 completed studies for com-
mercial diabetes programs; and 10 completed studies for commercial heart failure
programs. The results of these studies demonstrate improvements in health status
and net reductions in claims costs resulting in favorable ROI.

The experience of McKesson’ Care Support Programs demonstrates their efficacy
and relevance to Medicaid populations. These studies strongly suggest that struc-
tured DM programs can create positive clinical and financial outcomes while pro-
moting enhanced self-management through continued support, education, and pa-
tient involvement.

LifeMasters and McKesson are not unique in achieving results such as those de-
scribed above. As the industry matures, other companies are also demonstrating the
economic and qualitative value of DM services in the commercial, Medicare+Choice,
and Medicaid arenas

DM PROGRAMS ARE BUDGET NEUTRAL IN THE FIRST YEAR OF IMPLEMENTATION

Most DM programs expect to generate net savings during the first contract year
(defined as savings greater than the cost of the DM program), with the greatest pro-
gram impact being realized in the second half of the year, once the majority of pro-
gram prospects are enrolled. Further savings are expected in years two and beyond
as the program staff has more time to interact with program participants and their
physicians. Savings are generally calculated by comparing per member per month
healthcare costs for the year(s) in which the program was in effect with a per mem-
ber per month baseline which is adjusted for medical inflation. In some cases, a con-
trol group methodology is employed which compares the cost of people who had ac-
cess to the program with a group of similar people who did not. This is particularly
useful because chronic disease is progressive in nature and costs can be expected
to increase in the absence of a program. However, there are ethical concerns about
denying a program to people who could benefit from it. The table below illustrates
this ability of a CHF disease management program to reduce cost trend as well as
actual cost.

Which disease(s) the states elect to focus their immediate attention on will depend
largely on the prevalence and cost of disease(s) in the Medicaid population and the
states’ specific goals. For example, if the state’s immediate goal is to maximize re-
turn on investment and savings in the first year, the likely choice is to manage
beneficiaries with diabetes, CHF and CAD. People with these conditions are costly,
the diseases are closely related (many people with diabetes are co-morbid with CHF
or CAD) and a significant reduction in hospitalizations and ER visits can happen
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very quickly. If the state decides to move in that direction, it is recommended that
the state contract with one organization to manage these conditions in a specific ge-
ography. This approach leads to much better coordination of care and less confusion
among patients and their physicians.

RECOMMENDATIONS

DMAA believes that comprehensive disease management, if fully employed in
Medicaid, can:
• Achieve the objective of better addressing preventive care and chronic illness

under Medicaid
• Improve the safety and quality of care by adhering to evidence-based treatment

guidelines and outcomes data, and by providing patients with a safety net be-
tween physician and hospital visits, thereby reducing drug and treatment errors
and improving care coordination

• Improve access to care by around the clock nursing and high-tech contacts, and
by assisting rural caregivers and their patients who do not have the benefit of
easy entrée to in-person care

• Improve patient self-management of, and responsibility for, preventing and treat-
ing their conditions by its innovations in patient-centered and collaborative edu-
cation

• Improve financial cost containment without sacrificing quality or patient satisfac-
tion by serving as an alternative to the increasingly unacceptable cost-contain-
ment techniques of managed care, such as utilization review, gatekeeper restric-
tions, referral limitations, and drug restrictions

• Enhance efforts in the public health arena by providing health improvement pro-
grams on a population basis; creating financial incentives to promote and de-
liver preventive interventions on a large scale using advanced outreach tech-
nologies, especially secondary preventive measures; and encouraging those seg-
ments of the private sector that have not yet embraced DM to do so.

DMAA supports the integration of fully accredited DM programs into fee for serv-
ice and managed Medicaid according to the following principles endorsed by DMAA:
• There should be no discrimination against beneficiaries who currently lack access

to the benefits of DM programs available to some managed care and fee for
service Medicaid enrollees

• Medicaid fee for service programs should directly contract with DM organizations
to offer such benefits on a population basis.

Congress and the states should focus their initial DM efforts on managing bene-
ficiaries with the highest cost, highest prevalence conditions where evidence exists
that changes in lifestyle, monitoring and early intervention reduce costs and im-
prove health outcomes.

With these criteria in mind, the first priority should be to disease manage aged,
blind and disabled beneficiaries with diabetes, congestive heart failure (CHF), coro-
nary artery disease (CAD), chronic obstructive pulmonary disease (COPD) or asth-
ma. A secondary emphasis should focus on managing all fee for service beneficiaries
and dual eligibles with these same chronic illnesses. States should focus their efforts
on beneficiaries with these diseases for a number of reasons including:
• Diabetes, CHF, CAD, COPD and asthma affect more than 20% of the entire Med-

icaid aged, blind, disabled and dual eligible populations while accounting for as
much as 75% or more of total costs.

• Incidence of these diseases continues to grow at a significant rate—costs will con-
tinue to increase over time.

• These debilitating diseases greatly diminish an individual’s quality of life and
have a high rate of morbidity and premature mortality.

• Non-whites are disproportionately affected by these chronic diseases, experiencing
much higher morbidity and mortality rates than their white counterparts. Fo-
cusing on managing people with these diseases helps to minimize the impact
of the racial and ethnic disparities experienced in health care.

• Diabetes, CHF and CAD are closely related, with a great percentage of people
with diabetes developing CHF and/or CAD as a result of the cardiovascular
damage caused by their diabetes. People with diabetes are frequently co-morbid
with these conditions.

• Typically, investing in DM for these groups delivers a return on investment of
150% to 250% in the first year.

• Asthma prevalence rates among low-income children and adults make it a high
public health priority. First year ROI experienced managing people with asthma
is break even or slightly positive.
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• Much of the human and economic cost associated with these diseases can be posi-
tively impacted through longitudinal health management, lifestyle modification,
disease-specific vital signs and symptoms monitoring, and early intervention.
These efforts have been shown to reduce or delay health complications while
lowering overall costs.

CONCLUSION

Based on documented cost reductions and quality improvements from Medicaid
DM programs in selected states, it is likely that a comprehensive DM strategy cov-
ering beneficiaries with diabetes, CHF, CAD, COPD, asthma and ESRD could de-
liver cost savings to the Medicaid program into the billions of dollars annually while
concurrently improving access to care, beneficiary quality of life and health out-
comes.

The most innovative states along with Medicare+Choice and private sector organi-
zations have benefited from high quality DM, and these organizations now have ir-
refutable evidence that these programs have not only improved the delivery of
healthcare services, but have also achieved impressive clinical quality improvements
and cost savings. Based on the demonstrated evidence of successful clinical and fi-
nancial outcomes of disease management programs, DMAA and LifeMasters believe
that our nation should move to offer disease management services to all Medicaid
beneficiaries with chronic disease.

Mr. BILIRAKIS. Thank you very much, Ms. Selecky.
Mr. Hilferty?

STATEMENT OF DANIEL J. HILFERTY

Mr. HILFERTY. Mr. Chairman and members of the subcommittee,
my name is Daniel Hilferty. I am president and CEO of
AmeriHealth Mercy/Keystone Mercy Health Plan. AmeriHealth
Mercy and its family of health plans serve over 1.3 million Med-
icaid beneficiaries in six States, Pennsylvania, New Jersey, Ken-
tucky, South Carolina, Virginia, and California.

As a mission-driven organization, AmeriHealth Mercy specializes
in managing the delivery of health care services and providing
health care management services for organizations serving enroll-
ees in Medicaid managed care programs and State children’s
health insurance programs.

I appreciate this opportunity to testify about the value of the pri-
vate sector health plans bring to the Medicaid program.
AmeriHealth Mercy/Keystone Mercy has played a leading role in
improving health care quality for Medicaid beneficiaries.

I am also testifying today on behalf of the American Association
of Health Plans.

Today, I will focus on strategies Medicaid’s managed care plans
are implementing to improve the health care system for Medicaid
enrollees. My testimony will also emphasize the importance of en-
suring that State Medicaid managed care programs are funded at
levels that support the participation of Medicaid managed care
plans and their providers.

At the same time, I will discuss the important role that plans are
playing in delivering cost-effective health coverage and ensuring
that State Medicaid programs receive maximum value for their
limited resources at a time when State budgets are severely re-
strained.

First I would like to talk about coordination of care. Health plans
participating in State Medicaid-managed care programs have de-
veloped systems of coordinating care for ensuring that Medicaid
beneficiaries receive all medically appropriate health care services.
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Covered under the State Medicaid managed-care program on a
timely basis.

As a result, physicians services, hospital care, prescription drugs,
and other health care services are integrated and delivered through
an organized system whose overriding purpose is to prevent illness,
improve health status, and employ the best practices to swiftly
treat medical conditions that occur. This approach is far superior
to a system of uncoordinated care, in which patients are forced to
navigate a fragmented health care system on their own.

AmeriHealth Mercy serves a high percentage of non-traditional
Medicaid recipients, the sickest of the sick, those accounting for the
highest cost, the aged, blind, and disabled. AmeriHealth Mercy is
at risk for the total health care of the patient/member.

Therefore, we have designed a population-based approach to care
management, which has enhanced the quality of life for our mem-
bers and produced significant annual savings for these high cost
members. In terms of preventive health care services, instead of fo-
cusing solely on treating beneficiaries when they are sick or in-
jured, Medicare-managed care plans place a strong emphasis on
preventive health care services to keep beneficiaries healthy, detect
diseases at an early stage, and avoid preventable illnesses.

Passport health plan owned by University Health Care in Ken-
tucky and managed by our organization has improved adolescent
immunizations by over 160 percent, from 1997 to 2002 and in-
creased well child visits in the first 15 months of life by 216 per-
cent.

Over 90 percent of our pregnant members receive prenatal care,
meeting the standards of the National Committee for Quality As-
surance for whom passport has earned the highest level of accredi-
tation, excellent in all categories; in fact, each of our entities has
achieved NCQA status of outstanding or excellent.

In terms of disease management services, Medicaid management
care plans have also introduced the concept of disease management
programs to Medicaid. Improving quality of care for beneficiaries
with chronic conditions by focusing on the comprehensive care of
patients over time, rather than individual episodes of care.

AmeriHealth Mercy’s disease management programs have im-
proved health outcomes and significantly lowered the cost of care
for the highest cost patients. These programs have improved pa-
tient care and achieved major savings for small but very ill popu-
lation groups; for example, our hemophilia case management pro-
gram has reduced hospitalizations by 40 percent for 60 members,
thus saving $2 million annually in the cost of blood factor and over-
all medical care.

In terms of innovations by Medicaid health plans, Medicaid-man-
aged care plans have developed a wide range of innovative pro-
grams to improve the health status of Medicaid beneficiaries; for
example, our plan in Pennsylvania, Keystone Mercy, is promoting
preventive health care for Medicaid through a health ministry pro-
gram for women.

This program links church groups with other medical and social
services in their communities. Using a team of specially trained
nurses, this program provides women with health assessments to
identify diseases for which they may be at risk. This assessment
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is followed by a second session in which women learn about preven-
tive measures they can take to avoid these conditions, and at the
same time, learn about nutrition, exercise, and stress management
techniques.

In order for these programs to continue, there must be an ade-
quate funding of Medicaid health plans. While Medicaid-managed
care plans are focused intensely on improving health care for Med-
icaid enrollees, our efforts are complicated by the steps States have
been taking to limit funding for Medicaid benefits in recent years.

The American Association of Health Plans and its member plans
are pleased that the centers for Medicare/Medicaid services has
issued regulations upholding the fundamental principle that Med-
icaid managed-care plan rates must be actuarially sound. We be-
lieve it is critically important for CMS to proactively work with the
States to be sure these are implemented in a way that will promote
fair and adequate payments.

We also urge the subcommittee to closely monitor this issue and
ensure that payments to Medicare plans are actuarially sound.

There is a value to Medicaid-managed care. While payment ade-
quacy is a major concern for Medicaid-managed care plans, it is
also important for Congress to recognize that plans are working
hard to ensure that State, Medicare-managed programs receive the
highest possible value for the dollars they spend on health care.
Passport, our plan in Kentucky, has saved the Commonwealth
$92.4 million on 100,000 lives in just 4 years, and our health
choices program in Pennsylvania has saved the Department of Pub-
lic Welfare hundreds of millions of dollars since its inception in
1997.

At the same time, enrollees in these programs benefit from im-
proved continuity of care and are highly satisfied with their care.

In conclusion, I want to emphasize that AmeriHealth Mercy and
its family of health plans, along with other American Association
of Health Plan member plans, is strongly committed to our mission
of providing high quality affordable patient-centered care, patient
centered health coverage to low income Americans and persons
with disabilities.

We are proud of the success we have demonstrated in improving
the health that is available under Medicaid programs to many of
our Nation’s most vulnerable citizens.

In conclusion, I would just like to say thank you for this oppor-
tunity.

[The prepared statement of Daniel J. Hilferty follows:]

PREPARED STATEMENT OF DANIEL J. HILFERTY, PRESIDENT AND CEO, AMERIHEALTH
MERCY/KEYSTONE MERCY HEALTH PLAN ON BEHALF OF THE AMERICAN ASSOCIA-
TION OF HEALTH PLANS

Mr. Chairman and members of the subcommittee, my name is Daniel J. Hilferty.
I am President and CEO of the AmeriHealth Mercy/Keystone Mercy Health Plan.
AmeriHealth Mercy and its family of health plans serve over 1.3 million Medicaid
beneficiaries in six states, Pennsylvania, New Jersey, Kentucky, South Carolina,
Virginia and California. As a mission-driven organization, AmeriHealth Mercy spe-
cializes in managing the delivery of health care services and providing health plan
management services for organizations serving enrollees in Medicaid managed care
programs and State Children’s Health Insurance Programs (SCHIP).

I appreciate this opportunity to testify about the value that private sector health
plans bring to the Medicaid program. AmeriHealth Mercy/Keystone Mercy has
played a leading role in improving health care quality for Medicaid beneficiaries. We
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do this by coordinating care, placing a strong emphasis on preventive health care
services, providing disease management services for chronically ill patients, and of-
fering innovative programs to promote the health and well being of our Medicaid
enrollees. We are strongly committed to ensuring that Medicaid enrollees have ac-
cess to high quality, affordable, patient-centered health coverage.

I am also testifying today on behalf of the American Association of Health Plans
(AAHP), of which AmeriHealth Mercy/Keystone Mercy Health Plan is a member
through our parent, Independence Blue Cross of Pennsylvania. AAHP and its mem-
ber plans have a longstanding commitment to Medicaid and its mission of meeting
the health care needs of low-income Americans and persons with disabilities.
AAHP’s membership includes approximately 100 health plans participating in Med-
icaid managed care programs. In my testimony, I will refer to such plans as Med-
icaid managed care plans. Collectively, AAHP members serve more than half of the
15.5 million Americans who are covered under Medicaid managed care plans.

Today, I will focus on the strategies Medicaid managed care plans are imple-
menting to improve the health care system for Medicaid enrollees. I will begin by
reviewing the importance of coordinated care and why this approach is producing
better health outcomes and higher satisfaction among Medicaid beneficiaries than
Medicaid fee-for-service programs. Next, I will focus on preventive health care serv-
ices and disease management programs offered by Medicaid managed care. I will
also highlight several specific examples of the dozens of innovative programs that
plans have developed to meet the needs of their Medicaid enrollees.

My testimony will also emphasize the importance of ensuring that state Medicaid
managed care programs are funded at levels that support the participation of Med-
icaid managed care plans and their providers. At the same time, I will discuss the
important role that plans are playing in delivering cost-effective health coverage and
ensuring that state Medicaid programs receive maximum value for their limited re-
sources at a time when state budgets are severely strained.

COORDINATION OF CARE

Medicaid managed care plans have developed systems of coordinated care for en-
suring that Medicaid beneficiaries receive all medically appropriate health care
services, covered under the state Medicaid managed care program, on a timely basis
in a challenging environment in which an individual’s Medicaid eligibility may
change during the year. In general, each Medicaid beneficiary is encouraged to es-
tablish a relationship with a primary care physician who helps makes arrangements
for specialty visits, hospital care, home health care, or other care he or she may
need. The primary care physician ensures that each patient receives the best avail-
able care in the most appropriate setting, and oversees all of a patient’s treatments
and medications.

Moreover, coordinated care systems provide for the seamless delivery of health
care services across the continuum of care. In other words, physician services, hos-
pital care, prescription drugs, and other health care services are integrated and de-
livered through an organized system whose overriding purpose is to prevent illness,
improve health status, and employ best practices to swiftly treat medical conditions
that occur.

This approach is far superior to a system of uncoordinated care in which patients
are forced to navigate a fragmented health care system on their own. Coordinated
care provides the opportunity to reduce emergency room visits for routine care, and
to ensure prompt access to primary care physicians and specialists when care is
needed. It also promotes communication between treating physicians about various
treatments and medications a patient receives. This is very important because the
interaction of multiple medications prescribed by multiple physicians can result in
high risk to the patient and death in some instances.

Coordinated care creates an intense focus on health care quality because health
care services are well integrated and a single physician oversees each patient’s care.
AmeriHealth Mercy serves a high percentage of non-traditional Medicaid recipients,
the ‘‘sickest of the sick,’’ those accounting for the highest costs (aged, blind and dis-
abled). AmeriHealth Mercy is at risk for the total cost of care for the patient/mem-
ber. Therefore, we have designed a population-based approach which links tradi-
tional medical care management with pharmacy care management to promote com-
prehensive, cost effective, quality care. The results are striking. Our case manage-
ment programs for high cost populations have enhanced the quality of life for our
members and produced an annual savings of $740,000 for just 190 high cost mem-
bers.

Research findings indicate that systems of coordinated care are highly successful
in improving access to health care for Medicaid enrollees. For example, a study pub-

VerDate 11-MAY-2000 12:20 Feb 24, 2004 Jkt 000000 PO 00000 Frm 00025 Fmt 6633 Sfmt 6621 89962.TXT HCOM1 PsN: HCOM1



22

lished in the March 2001 issue of the American Journal of Public Health found that,
in New York City, Medicaid managed care enrollees are more likely than Medicaid
fee-for-service enrollees to have a regular source of health care and also more likely
to obtain care from a doctor’s office or a clinic. The same study found that Medicaid
managed care enrollees are less likely than Medicaid fee-for-service enrollees to ob-
tain care from a hospital emergency room or an outpatient hospital clinic, which are
not optimal settings for receiving routine care.

PREVENTIVE HEALTH CARE SERVICES

Instead of focusing solely on treating beneficiaries when they are sick or injured,
Medicaid managed care plans place a strong emphasis on preventive health care
services that help to keep beneficiaries healthy, detect diseases at an early stage,
and avoid preventable illnesses.

According to AAHP’s 2001 and 2002 Industry Surveys, Medicaid managed care
plans routinely provide coverage for diabetes screening, colorectal cancer screening,
prostate cancer screening, mammograms for women age 40 and older, hearing tests
for newborns, and osteoporosis screening. In addition, a large percentage of Med-
icaid managed care plans contact enrollees on a regular basis with reminders about
child immunizations, mammograms, cervical cancer screening, or other preventive
services. By actively encouraging enrollees to receive these services, plans are em-
powering them to take proactive steps to enhance their health and well-being.

AAHP’s surveys also found that almost all Medicaid managed care plans offer var-
ious types of counseling programs. Many programs focus on prenatal care, nutrition,
or exercise counseling, while others address issues such as smoking cessation or al-
cohol dependency. These programs help enrollees address behavioral or lifestyle
issues in ways that can significantly improve their health and the quality of their
lives.

Medicaid managed care plans also typically exceed the core objectives of the Early
and Periodic Screening, Diagnosis, and Treatment (EPSDT) program by placing a
strong emphasis on primary care for children. The EPSDT programs of Medicaid
managed care plans typically include aggressive education and outreach components
in order to ensure that children receive complete physical examinations, hearing
and vision checkups, dental care, immunizations, and other health care services
they need to stay healthy. One Medicaid managed care plan in Connecticut has im-
plemented a program that, by using specially trained staff to place ‘‘welcome’’ calls
to Medicaid enrollees, was successful in increasing EPSDT participation rates from
52 percent to 75 percent in just one year. The delivery of these crucial primary care
services is an important factor in promoting good health among children and adoles-
cents in the Medicaid program.

Passport Health Plan, owned by University Health Care in Kentucky and man-
aged by our organization, has improved adolescent immunizations by over 160 per-
cent from 1997 to 2002, and increased well-child visits in the first 15 months of life
by 216 percent. Over 90 percent of our pregnant members receive prenatal care
meeting the standards of the National Committee for Quality Assurance from whom
Passport has earned the highest level of accreditation, Excellent in all categories.

DISEASE MANAGEMENT SERVICES

Medicaid managed care plans have also introduced the concept of disease manage-
ment programs to Medicaid—improving quality of care for beneficiaries with chronic
conditions by focusing on the comprehensive care of patients over time, rather than
individual episodes of care. Because of their prevalence, asthma and diabetes are
the two illnesses that are targeted most frequently for disease management services
by Medicaid managed care plans. AAHP’s surveys found that the top three benefits
of these services are: (1) reduced morbidity and mortality; (2) lower health care
costs; and (3) improved patient satisfaction.

The success of these programs is demonstrated by research findings which show
that asthmatic children covered by Medicaid managed care plans are less likely to
experience serious asthmatic attacks that require them to be hospitalized, relative
to asthmatic children who have fee-for-service Medicaid coverage. According to a
2002 report by the Wisconsin Department of Health and Family Services, 11.7 per-
cent of asthmatic children in the Medicaid fee-for-service program had asthma-re-
lated hospital admissions, compared to only 8.6 percent of asthmatic children in
Medicaid HMOs.

AmeriHealth Mercy’s disease management programs have improved health out-
comes and significantly lowered the cost of care for the highest cost patients. These
programs have achieved major savings and improved patient care for small, but
very ill populations groups. For example, our Hemophilia Case Management pro-
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gram has reduced hospitalizations by 40 percent for 60 members, thus saving $2
million annually in the cost of blood factor and medical care. Our Dialysis Case
Management program saves $2 million annually by improving patient care for 300
members. Finally, our Sickle Cell Case management program has reduced hos-
pitalizations by 23 percent and emergency room visits by 24 percent. The savings
from high quality Medicaid managed care are indisputable and the value to mem-
bers is high.

INNOVATIONS BY MEDICAID HEALTH PLANS

Last year, AAHP published a report highlighting more than 60 initiatives Med-
icaid managed care plans have undertaken to improve the health status of Medicaid
beneficiaries. This report provides practical guidance to policymakers and health
care professionals on effective strategies for addressing the needs of Medicaid bene-
ficiaries.

For example, our plan in Pennsylvania, Keystone Mercy, is promoting preventive
health care for its Medicaid enrollees through a Health Ministry Program for
Women. This program links church groups with other medical and social services
in their communities. Using a team of specially trained nurses, this program pro-
vides women with health assessments to identify diseases for which they may be
at risk. This assessment is followed by a second session in which women learn about
preventive measures they can take to avoid these conditions and, at the same time,
learn about nutrition, exercise, and stress management techniques.

Another AAHP member plan, Humana, has implemented a program in both Flor-
ida and Illinois to improve patient care for pregnant Medicaid enrollees. Under this
program, the health plan first takes steps to identify women who are at risk of expe-
riencing complications during their pregnancies. Obstetrical case managers then
perform ongoing assessments of these women and coordinate the care they receive
from their primary care physicians and other health care professionals. Educational
materials, including a pregnancy-related guidebook, are a key component of this
program. A survey found that 99 percent of participants were satisfied with this
program.

Another excellent example is an asthma program that an AAHP member plan,
UCare Minnesota, implemented in Minnesota in 2000. This program provides Med-
icaid beneficiaries who have asthma with an ‘‘action plan’’—developed by their pri-
mary care physicians—with specific directions on steps to take when a patient’s
asthma reaches certain levels of severity. In addition, this program makes arrange-
ments for respiratory nurses to conduct home health visits during which they edu-
cate patients about the proper use of their inhalers and peak flow meters. Patients
can also reach respiratory nurses through a telephone hotline that is open 24 hours
a day, seven day a week. A survey of patients participating in this program found
that 97.1 percent were satisfied with their action plan and 98.8 percent were satis-
fied with their nurses.

The Medicaid populations we serve are unique. Our PerformRx program, an in-
sourced pharmacy management program, has applied our 20 years of experience in
Medicaid care management to achieve an 8.8 percent average annual pharmacy
trend, versus the national trend of 20 percent. Remember, this is for the sickest,
most disadvantaged citizens!

ADEQUACY OF MEDICAID HEALTH PLAN PAYMENTS

While Medicaid managed care plans are focused intensely on improving health
care for Medicaid enrollees all across the nation, our efforts are complicated by the
steps states have been taking, in response to budget crises, to limit funding for Med-
icaid benefits in recent years. According to a September 2003 report by the Kaiser
Family Foundation, 21 states either reduced or froze Medicaid managed care pay-
ments in fiscal year 2003, and 19 states are targeting Medicaid managed care for
similar payment cuts or freezes in fiscal year 2004. These cost containment meas-
ures are seriously challenging the viability of Medicaid managed care program par-
ticipation for plans that are demonstrating their strong commitment to providing
Medicaid beneficiaries with the high quality health coverage they need and deserve.

AAHP and its member plans have strongly encouraged the Centers for Medicare
and Medicaid Services (CMS) to take appropriate steps to ensure that state Med-
icaid agencies provide adequate funding for plans serving Medicaid enrollees and
their providers. We are pleased that the agency has issued regulations and related
guidance upholding the fundamental principle that Medicaid managed care payment
rates must be actuarially sound.

We believe it is critically important for CMS to proactively work with the states
to ensure that these regulations are implemented in a way that promotes fair pay-
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ments to support the continued viability of Medicaid managed care programs. We
also urge the subcommittee to closely monitor this issue and take any steps that
may be needed to ensure that payments to Medicaid managed care plans are actu-
arially sound.

VALUE OF MEDICAID MANAGED CARE

While payment adequacy is a major concern for Medicaid managed care plans and
their enrollees and providers, it is also important for Congress to recognize that
plans are working hard to ensure that state Medicaid managed care programs re-
ceive the highest possible value for the dollars they spend on health care. In addi-
tion to delivering high quality health coverage, health plans also bring value to the
Medicaid program by providing coverage that is much more cost-effective than fee-
for-service Medicaid coverage.

One recent study, conducted by the Lewin Group, found that pharmacy benefits
are 10 to 15 percent less costly under Medicaid managed care programs, compared
to Medicaid fee-for-service programs. This is a highly significant finding, considering
that rapidly rising prescription drug costs are a major factor contributing to medical
inflation throughout the health care system.

Another study, conducted by Milliman USA, Inc., estimated that Medicaid man-
aged care plans saved the Wisconsin Medicaid and BadgerCare programs a total of
$35 million in 2001 and $56 million in 2002. This study indicated that health plans
did a better job, relative to the Medicaid fee-for-service system, of reducing the inap-
propriate use of emergency rooms and unnecessary inpatient hospital stays. More-
over, this study found that Medicaid health plan enrollees in Wisconsin are more
highly satisfied than Medicaid fee-for-service enrollees.

Yet another study, conducted by Schaller Anderson, found that managed care
plans in Oklahoma’s Medicaid program achieved savings of four percent in the total
medical and administrative costs associated with health care for persons with chron-
ic disabilities. This same study found that 61 percent of Medicaid managed care en-
rollees with chronic disabilities said their care was better than under the Medicaid
fee-for-service program; another 32 percent said their care was about the same.
Fully 60 percent of these beneficiaries said it was easier to get prescription drugs
through their health plan than through the fee-for-service program.

Passport, our plan in Kentucky, has saved the Commonwealth $92.4 million on
100,000 lives in just four years and our HealthChoices program in Pennsylvania has
saved the Department of Public Welfare hundreds of millions of dollars since its in-
ception in 1997. At the same time, enrollees in these programs benefit from im-
proved continuity of care and are highly satisfied with their care.

CONCLUSION

In conclusion, I want to emphasize that AmeriHealth Mercy and its family of
health plans, along with other AAHP member plans, is strongly committed to our
mission of providing high quality, affordable, patient-centered health coverage to
low-income Americans and persons with disabilities. We are proud of the success we
have demonstrated in improving the health care that is available under Medicaid
programs to many of our nation’s most vulnerable citizens.

By coordinating care, by emphasizing prevention, by offering disease management
services to the chronically ill, and by developing innovative programs to meet the
unique needs and circumstances of our Medicaid enrollees, we have established our-
selves as a model for Congress to consider as you address the challenges in Med-
icaid—including the current funding crisis—and undertake future efforts to expand
coverage to the uninsured.

Mr. BILIRAKIS. Thank you so very much, sir.
Dr. Medows, you are on.

STATEMENT OF RHONDA MEDOWS

Ms. MEDOWS. Good morning, Chairman Bilirakis, Representative
Brown, Representative Wilson, Representative Green.

I want to thank you for the opportunity to address with you
today the role of disease management in Medicaid programs, as
well as improving clinical outcomes. I am Dr. Rhonda Medows, I
am a family physician, and also the Secretary of Florida’s Agency
for Health Care Administration. That is the State’s agency that ad-
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ministers the Medicaid program as well as regulates health-care fa-
cilities and HMO’s.

Today I would like to share with you some highlights of our inno-
vative programs that are in the State of Florida, as well as some
lessons learned as we have trudged through implementing disease
management programs over the years.

By way of history, you may recall that Governor Bush, in his re-
cent testimony, stated that Florida is the fourth in the Nation, in
terms of the size of its Medicaid program. We serve 2.2 million peo-
ple and have a $12.7 billion budget.

On further review of the health care expenditures that are cov-
ered in that budget, we noted that 50 percent of our health care
expenditures were associated with only 5 percent of our population.
On further review, we noted that 5 percent of the population had
in common several chronic illnesses. Disease management has al-
lowed us to address those chronic disease States, as well as those
in need of beneficiaries more directly. So since 1997, Florida be-
came one of the first States in the Nation to implement disease
measured programs as a way of addressing those needs. To date,
we have disease-measured programs for individuals with diabetes,
hypertension, congestive heart failure, asthma, all the immune dis-
eases, HIV AIDS, hemophilia and depression.

The goals for disease management for us include four major cat-
egories. One is that we want to be able to change the behavior of
the beneficiary, and by changing the behavior, I mean, to increase
their compliance with their treatment regimen, to get them to un-
derstand what their disease consists of and how they can best con-
trol it.

We encourage medication compliance, lifestyle changes, such as
correct diet, weight loss, smoking cessation, home monitoring of
blood pressures, and also glucose monitoring for those with diabe-
tes.

The second goal is to improve the quality of care that is deliv-
ered, and this is best noted when we see that we through disease
management actually coordinate their care better, coordination be-
tween the patient and physician, as well as between the primary-
care physicians and specialists and other health-care professionals.

We also, through disease management, have the opportunity to
share best practices and use those across the State.

Third goal would be to improve health outcomes. Well, if one and
two happen, then our third bullet actually comes to play, but in ad-
dition to improving the quality of care and changing behaviors, we
also want to make sure we empower the beneficiary to assume the
ability to make their wise health care decisions, so therefore, we in-
vest in their education, the resources they need, and support their
need to make those correct health care decisions; and our fourth
goal is to lower health care expenditures. This comes about when
they are able to make again the correct health care decisions. We
note that this occurs when they are taught about the appropriate-
ness of ER visits, the use of hospitals for care.

We teach them how to do preventive care, how to do mainte-
nance care, instead of focusing on crisis care or acute care, which
have been the previous model.
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We also look at the expenditures in terms of not just the dollar
amount saved by looking at claims, but also in terms of the quality
of life and quality of health that they develop with these changes.

We use measures that are evaluated by independent evaluators
to try and keep this as scientifically sound as possible.

I would like to share with you some lessons learned, and there
is probably a whole book that we could probably go through, but
I will try to condense it down to maybe five basic ones. No. 1, dis-
ease management is an investment in people. The return on this
investment is not one that you should think is going to be imme-
diate. We are talking about a long-term investment that takes
years to develop.

In the short-term, what happens is we enjoy the benefit of people
making lifestyle changes. We enjoy watching the improvements in
clinical outcomes as they develop. We enjoy the benefit of having
emergency room visits decline and hospitalizations decline as peo-
ple learn to take better care of themselves and invest in themselves
up front.

Second, we have learned the value of public private partnerships.
At a time when our State budgets are very well constrained, we
have learned to look outward into the community and into the pri-
vate sector to partner with us in the development of these pro-
grams.

Our third lesson learned that I would share with you is that we
have learned to look at the whole person, and when I say this, I
mean that our first disease management program focuses primarily
on a specific disease state that an individual had and providing
them with specific services to address that one disease. In reality,
though, many of our beneficiaries actually have multiple diseases.
They have co-morbidities.

To be more realistic in our approach to try and improve their
health outcomes, we had to address their multiple co-morbidities.
It is difficult to treat someone with asthma, prescribe medication
and not take into account that they also have diabetes as well, that
the medication we prescribe for asthma does not affect their diabe-
tes. It does. It needs to be taken into account, and on that note I
can say that one of our prime examples of being able to address
the person as a whole and to look at co-morbidities is the Florida
Healthy State program. This is the program that we have devel-
oped in partnership with Pfizer, so this is our public private part-
nership.

In it, we address the needs of people who have asthma, hyper-
tension, diabetes and congestive heart failure. Pfizer provided a
grant for the disease management program for its development and
for its operations. The Agency for Health Care Administration used
this money and funding to contract with 10 of our high-volume
safety net hospitals scattered about the State.

In addition, I should note that it is not just a partnership with
the hospital, but it is with the medical community that is associ-
ated with that hospital.

In addition, we also had contracted with the call center to pro-
vide additional support services. This created a community-based
network of care statewide.
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The components of the Florida Healthy State program include
the following: No. 1, 60 care managers. These are nurses who are
individually assigned to individual beneficiaries, usually those who
are higher at risk for any of the four diseases that I have described
to you and we have 13,000 individuals who are assigned to a par-
ticular nurse who is available to them, not just on phone. I do not
want to shock you, but occasionally home visits do occur.

No. 2, there is a 24/7 call center that is available to all partici-
pants in this program. At the call center there are medical profes-
sionals and health-care professionals available, whether they be
nurses, nutritionists, et cetera . They are able to provide education,
and let’s just say gentle encouragement to the individual to take
care of themselves, complete their compliance as required.

Mr. BILIRAKIS. Please try to summarize, Doctor.
Ms. MEDOWS. I am going to try to wrap this up real quick. The

program also consists with providing them with the home health
care supplies they need to manage their disease. It provides health
literacy. It is both culturally and linguistically appropriate, as well
as a different literacy levels, as well as product donation. The pro-
gram has reached 113,000 individuals. The fourth and final lesson
that I will go over with you today is that the disease management
program we believe needs to be community-based. We believe that
the services should be delivered where the beneficiary lives.
Through a partnership with Bristol Myers Pharmaceutical Com-
pany, we have a program that is community-based. It utilizes the
27 fully health care qualified centers in the State and seven coun-
ties, and what it does is it incorporates the value of lay health care
leaders who are already in the communities, some of which are
faith-based, and it is primarily directed toward minority commu-
nities, Hispanics, African Americans, et cetera, and what we do is
pair them up with health-care professionals, who can take the in-
formation back into the community for education support, particu-
larly on issues such as diabetes and depression. Those would prob-
ably be the major lessons learned.

In conclusion, I would like to say that we are seeing through our
programs, both the ones that I mentioned and the many other oth-
ers that we have, that there is improved lifestyle changes, there is
improved behavior in terms of making correct health care deci-
sions. There is a decline in the use of ER visits, as well as inpa-
tient hospitalizations.

We believe that disease management is a potentially powerful
tool in managing health, as well as health care costs.

Thank you. I appreciate the time.
[The prepared statement of Rhonda Medows follows:]

PREPARED STATEMENT OF RHONDA MEDOWS, SECRETARY, FLORIDA AGENCY FOR
HEALTH CARE ADMINISTRATION

Good Morning, Chairman Bilirakis, Representative Brown, and Members of the
Committee. Thank you for this opportunity to address the Committee on improving
quality and clinical outcomes through disease management in the Medicaid pro-
gram. I am Dr. Rhonda Medows, Secretary for Florida’s Agency for Health Care Ad-
ministration (AHCA)—the state agency that directly oversees the Medicaid program.
Today, I will briefly highlight a number of innovative Medicaid disease management
programs in Florida.
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As you learned from the testimony of Governor Bush earlier this year, Florida’s
Medicaid program is the nation’s fourth largest. We serve more than two million
people and manage a $12.7 billion budget.

Disease management in Florida is a pioneering effort to coordinate treatment ef-
forts and improve health outcomes. We established a number of unique programs
that are financed through innovative strategies—including pharmaceutical invest-
ments, and other state partnerships. They focus on chronic diseases, the area that
accounts for one of the largest portions of Medicaid spending. We spend 50 percent
of our Medicaid budget on 5 percent of our beneficiaries.

In 1997, Florida Medicaid was one of the first state Medicaid programs to estab-
lish a disease management program, and may, today, have the largest Medicaid ini-
tiative in the U.S. We have learned a great deal about what works and what does
not. Time is needed to realize the full benefits of disease management, but early
outcomes are positive and worth noting.

This is what we know(disease management works. It saves dollars. For a three-
year period starting in July 2000, it is estimated that through program savings and
manufacturer guarantees, federal and state Medicaid program spending has been
reduced by nearly $90 million. And, more importantly it has led to changes in
health behaviors, better health outcomes, and improved quality of care and life. We
have seen individuals lose weight, start exercising, and check their blood pressure
and blood sugar on a daily basis. Many have returned to more active lifestyles, al-
lowing some to return to work.

In Florida, we started with a demonstration project and have now implemented
disease management programs for asthma, autoimmune disorders, congestive heart
failure, diabetes, hemophilia, HIV/AIDS, hypertension, and depression.

Our goals have been to educate consumers, promote best practices, improve health
outcomes and care coordination, and reduce both emergency room visits and inpa-
tient hospitalizations. Our first efforts were segmented. That is, we assigned bene-
ficiaries to specific interventions targeted for specific diseases. We quickly found
that significant numbers of beneficiaries had more than one chronic condition. This
led us to change the program to address patients with multiple diseases. We ad-
justed our focus to caring for the total patient, not just the diseases.

DISEASE MANAGEMENT PROGRAMS

Beneficiary education and consultation has been a primary focus of the
GlaxoSmithKline program as they have provided funding through a medication
error demonstration project. AstraZeneca has funded outreach to physicians through
regional pharmacists.

The first effort to serve patients with multiple diseases was through our partner-
ship with Pfizer, Inc., to serve people with asthma, congestive heart failure, diabe-
tes, and hypertension. Pfizer provided a grant for disease management services, and
the Agency contracted with 10 high-volume hospital systems and one call center. Pa-
tients are matched with 60 nurse care mangers to provide one-on-one beneficiary
education and to support change in health behavior. The program expanded—dou-
bling from the original 50,000 targeted population—to more than 113,000 bene-
ficiaries enrolled in this disease management program.

Participants work individually with their nurse care managers who assess their
physical, mental and environmental status, provide education about their diseases,
support healthy behavior changes, coordinate care with primary care providers and
specialists, and help with access to other needed services. The process empowers
people. It helps them make better health care choices and navigate the health care
system more efficiently. It provides help with managing the conditions at home by
offering glucometers and lancets for diabetics, pillow covers and peak flow meters
for asthmatics and weight scales and blood pressure cuffs for heart failure patients
at no charge to either the beneficiary or Medicaid.

With Bristol-Myers Squibb we launched a second partnership to provide disease
management services through a contract with Federally Qualified Health Centers
in seven counties. For the first time we employed a faith based outreach model
using Promotoras (lay health workers) with health professionals, and social workers
to provide education and support for a minority population with diabetes and de-
pression. More than 2,100 minority beneficiaries have been enrolled.

These partnerships offer a new funding model financed by pharmaceutical manu-
facturers through a combination of investments and guaranteed savings. Service de-
livery is focused in the communities where beneficiaries live and requires daily in-
volvement by participants toward a goal of improving both their overall health and
their quality of life.
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Let me provide an example. Cora Stewart is a 62-year-old Miami woman with dia-
betes, hypertension, congestive heart failure and emphysema. Before enrolling in
disease management under the Pfizer grant, she was insulin dependent, had high
cholesterol and could not walk a block or climb stairs. Working with her nurse care
manager, Cora lost 45 pounds in six months. She began monitoring her blood pres-
sure at home. She recently attended her daughter’s wedding—without the walker
she has relied on for years. She has taken control of illnesses that previously con-
trolled her life.

These disease management programs have reduced inpatient hospitalizations and
the number of emergency room visits, brought a new level of coordination to every
participant’s total health care, and improved their quality of life immeasurably. And
as if those outcomes were not enough, we have realized substantial cost savings.

Disease management is a powerful tool both in managing health and in con-
taining Medicaid costs. This common sense approach is emerging as the next impor-
tant chapter in health care.

Thank you. I will be happy to answer any questions you may have.

Mr. BILIRAKIS. Thank you, Doctor.
Mr. Simms.

STATEMENT OF JEFFREY SIMMS
Mr. SIMMS. Good morning, Mr. Chairman, and other members of

the subcommittee.
I am Jeffrey Simms, one of the assistant directors of the State

Medicaid program for North Carolina, and thanks for the oppor-
tunity to share our experience with you.

Over the last 10 years, the North Carolina Department of Health
and Human Services, through its two agencies, the Division of
Medical Assistance and the Office of Research Demonstrations and
Rural Health Development, has worked diligently to link Medicaid
recipients with the primary care provider and create medical
homes across the State.

This link with the provider has enabled us to really establish a
system where we can have the infrastructure to buildupon to im-
prove the health care for the Medicaid patients in North Carolina.

As of October 1, 2003, we have more than 700,000 Medicaid re-
cipients linked with the primary provider and in the medical home
across the State. 417,000 of those 700,000 recipients are enrolled
with providers who are participating in what we call community
care of North Carolina, where we are able to have disease manage-
ment and other quality improvement conditions in place for them.

The Community Care of North Carolina program has established
a structure that allows the local, State coalition of county, which
includes primary care providers, health departments, hospitals and
departments of Social Services to partner together and create a
local health care delivery system for the Medicaid patients receiv-
ing care.

The local CCM networks identify costly patient services and then
develop strategies which will improve utilization and cost manage-
ment.

The local community care networks collaborate at the State level
through statewide clinical directors groups, which select targeted
disease and care management processes which will be implemented
systematically in all networks. They also review evidence-based
practice guidelines and establish program measures.

Disease management in North Carolina has been implemented
for diseases specific to asthma and diabetes, and these initiatives
include process measures like chart audits, whereby the State and
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local networks can measure the providers performance and offer
feedback regarding this process measure.

Since the implementation of the asthma initiative over the last
4 years, we have seen a continual increase in the number of indi-
viduals who suffer from asthma who are appropriately staged or
documented for staging, given the appropriate prescription for
corticosteroids and accurate asthma action plans in their medical
records.

Improvement can also be seen in the areas of hospitalizations
and emergency room utilization for children who suffer from asth-
ma.

For the period of April 2000 through December 2002, the rate of
inpatient hospitalizations for children who were linked with the
CCNC doctor is 5.3 per 1,000 member months in comparison to 8.2
per 1,000 member months for individuals who were not linked with
CCNC providers.

Overall cost data shows that for calendar year 2000, the average
asthma episode cost is was $687 for children who were linked with
the CCNC provider and the cost for children not linked with the
CCNC provider was $857 for the episode.

Through the CCNC program, we are able to identify patients
who use the emergency room frequently for what would be classi-
fied as routine primary care and the care managers follow up with
the patients on the telephone, reminding him of primary telephone
care office hours, after hours telephone numbers, and they also do
home visits as well.

We are seeing the benefits of these efforts, but we are limited in
the steps that can be taken to control the inappropriate use of the
emergency room because of certain regulations.

During the period of July 1, 2001 to June 30, 2002 we were able
to show somewhere in the neighborhood of a 6 percent difference
in emergency room utilization for the individuals and children
linked with CCNC providers.

The CCNC infrastructure at the local level affords us the oppor-
tunity to work with the local hospitals to devise strategies to rein-
force the medical home concept and to also provide the patient’s
primary care providers with real time emergency room encounter
sheets.

That is where the local partnership with the local hospital helps
us and is able to come to the table to work with us.

We are also exploring reimbursement options for the emergency
room as well. The providers who are participating in community
care of North Carolina have seen this, as the opportunity to really
work together and identify ways and strategies to improve care,
but not only improve care and quality, but also figure out ways to
address some of the budget issues we are facing with our North
Carolina Medicaid program. They identify strategies that would
give us quick return.

One of those is by looking at prescribing patterns for the pro-
viders participating in the community care of North Carolina. As
a result, the providers have come together and they have developed
a voluntary provider list where they are able to go in and look at
prescribed drugs that evaluate the relative cost of medicines pre-
scribed to key therapeutic categories.
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They identify the top 100 drugs by Medicaid expenditures in
North Carolina, and then arrange those compounds in a tiered
fashion, whereas the providers are now able to see where the ac-
tual costs are.

As a result of this voluntary provider-driven effort, preliminary
findings show that a post-rollout period of February through March
of 2003 has shown 22 percent lower expenditures compared to pre-
rollout period of September through October of 2002.

Additionally, the Community Care of North Carolina infrastruc-
ture has allowed us to develop and implement strategies that are
not necessarily included in the traditional PCCN program. We have
looked at a nursing home polypharmacy initiative that creates
pharmacist and physician teams that review drug profiles and
medical records and care coordination for Medicaid patients and
nursing homes.

They determine if a drug therapy problem exists and recommend
a change and perform follow-up. Approximately 9,200 nursing
home residents had greater than 18 drugs used within a ninety-day
period. The criteria used to identify individuals included inappro-
priate drugs for the elderly, known as Beers drugs, drugs used be-
yond usual time limits, drug use warning and precautions and po-
tential therapy duplications.

We have been able to see some results of that initiative in the
UNC School of Pharmacy, is completing an extensive evaluation of
this initiative.

In my conclusion, the Community Care of North Carolina pro-
gram provides the infrastructure for the Department of Health and
Human Services and the Medicare program of North Carolina to
set priorities that can be implemented at the local level. We will
continue to identify additional disease management initiatives and
other opportunities for coordination, which will allow us to collabo-
rate with public providers—public and private providers at the
local level.

We have learned that the success of this program is contingent
on community ownership, partnership, appropriately aligned incen-
tives, behavior change and the ability to measure change and pa-
tients.

Thank you.
[The prepared statement of Jeffrey Simms follows:]

PREPARED STATEMENT OF JEFFREY SIMMS, ASSISTANT DIRECTOR, NORTH CAROLINA
DIVISION OF MEDICAL ASSISTANCE

Over the last ten years, the North Carolina Department of Health and Human
Services through two of its agencies—the Division of Medical Assistance and the Of-
fice of Research Demonstrations and Rural Health Development, has worked dili-
gently to link Medicaid recipients with a primary care provider in their local com-
munity, creating a medical home and addressing the access to medical services issue
commonly known to Medicaid recipients. This link with the provider has established
the basic infrastructure of the Community Care of North Carolina Program, also
known as Carolina ACCESS I, II & III, a statewide primary care case management
program. Community Care of North Carolina provides a system wherein the health
care for the Medicaid population can be managed through a fee for service reim-
bursement environment.

As of October 1, 2003 more than 700,000 Medicaid recipients across the state have
medical homes with providers through this PCCM program and approximately
417,000 of these recipients are linked with one of the 2,000 providers who partici-
pate in a Community Care Provider Network that focuses on improved quality, utili-
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zation and cost effectiveness for the Medicaid program. Included in the supporting
information is a map showing the distribution of the current thirteen CCNC net-
works across North Carolina. We are in the process of expanding the CCNC net-
works statewide by June 30, 2005.

The Community Care of NC Program has established a structure that allows the
local stakeholders in a county, which includes primary care providers, health de-
partments, hospitals, and Departments of Social Services, to partner together and
create a local health care delivery system for the Medicaid recipients receiving care
in their community. The local CCNC networks identify costly Medicaid patients and
services and then develop strategies that will improve utilization and cost manage-
ment. This local collaboration also assists in the elimination of the fragmentation
of care between public and private providers.

The local Community Care Networks collaborate at the state level through the
statewide clinical directors group, which selects targeted disease and care manage-
ment processes that will be implemented systematically in all networks; reviews evi-
denced-based practice guidelines; and establishes program measures. At the present
time these targeted disease and care management processes include: asthma, diabe-
tes, pharmacy management, high risk/high cost management, and emergency room
utilization.

Any of the disease management initiatives implemented in Community Care of
NC involves the clinical directors group setting performance standards; each net-
work obtaining local provider buy-in; standardized physician toolkits; local and state
level technical assistance; and practice level quality improvement system processes.

The asthma and diabetes disease management initiatives include chart audits as
a process measure whereby the state and networks can measure the providers’ per-
formance and offer feedback regarding this process measure. Since the implementa-
tion of the asthma initiative over the last four years we have seen a continual in-
crease in the number of individuals who suffer from asthma who had documentation
of staging, appropriately prescribed corticosteroids and accurate asthma action plans
in the medical record. A bar graph is included in the packet showing this trend. Also
included is a graph showing the chart audits for diabetes, which also shows im-
provements in the way providers are treating individuals who suffer from diabetes.

Improvement can also be seen in the area of hospitalizations and emergency room
utilization for children who suffer from asthma. For the period of April 2000-Decem-
ber 2002, the rate of inpatient hospitalizations for children linked with a CCNC pro-
vider was 5.3 per 1000 member months, whereas those children linked with pro-
viders who were not participating in CCNC was 8.2 per 1000 member months.

For that same period, April 2000 through December 2002, the pediatric asthma
emergency room utilization rate was 158 per 1000 member months for children
linked with a CCNC provider, whereas for children linked with providers who were
not participating in CCNC, the rate was 242 per 1000 member months.

Overall cost data shows that for calendar year 2000, the average asthma episode
cost was $687 for children under 18 years of age linked with a CCNC provider and
the cost for those children linked with a provider who was not participating in
CCNC was $857. We are in the process of pulling more recent cost data related to
the treatment of asthma.

CCNC has enabled the North Carolina Medicaid program to establish medical
homes for the Medicaid population across the state. However, we still struggle with
the inappropriate use of the emergency room. Through the CCNC program we are
able to identify patients who use the emergency room for what would be classified
as routine primary care and the care managers follow up with those patients on the
telephone, reminding them of their primary care provider’s office hours and after
hours telephone number. We are seeing the benefits of these efforts, but we are lim-
ited in the steps that can be taken to control the inappropriate use of the emergency
room. During the period of July 1, 2001 through June 30, 2002, we were able to
show a 6% difference in the number of children linked with a CCNC provider who
received services in the emergency room when compared to the children linked with
a provider who was not participating in CCNC. The CCNC infrastructure at the
local level affords us the opportunity to work with the local hospitals to devise strat-
egies to re-enforce the medical home concept and to also provide the patient’s pri-
mary care providers with real time emergency room encounter sheets. We are also
exploring reimbursement options for the emergency room.

The physicians who participate in Community Care of North Carolina felt the
need to encourage providers to take an informed look at their prescribing habits for
their Medicaid patients. The providers felt the need to evaluate the relative costs
of medicines prescribed in key therapeutic categories. They identified the top 100
drugs by Medicaid expenditures in North Carolina and then arranged those com-
pounds in a tiered fashion by average wholesale price (AWP), where Tier 1 drugs
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offer the greatest potential cost savings to the Medicaid program. The tiered list is
shared with providers throughout the CCNC network via posters, pocket-sized ref-
erence cards and an electronic drug reference entitled ePocrates. As a result of this
voluntary, provider driven effort, preliminary findings show that a post-rollout pe-
riod of February-March 2003 has a 22% lower expenditures compared to a pre-roll-
out period of September 2002-October 2002. The actual savings equals approxi-
mately $640,000.

Additionally, the CCNC infrastructure has allowed us to develop and implement
a nursing home poly-pharmacy initiative that creates pharmacist and physician
teams that review drug profiles and medical records for Medicaid patients in nurs-
ing homes. They determine if a drug therapy problem exists and then recommend
a change and perform follow-up. Approximately, 9,208 nursing home residents had
greater than 18 drugs used within a 90 day period. The criteria used to identify the
individuals included: inappropriate drugs for the elderly known as ‘‘Beers drugs’’;
drugs used beyond usual time limit; drug use warnings and precautions; the pre-
scription advantage list; and potential therapeutic duplication. Of the 9,208 pa-
tients, recommendations were made on 8,559 of them and 74% or 6,359 had rec-
ommendations implemented. This initiative has proven that the pharmacist and
physician team approach reduces costs and improves quality. The UNC School of
Pharmacy is completing the evaluation of this initiative. Potential expansion options
include all nursing home and assisted living patients, including adult care home pa-
tients in North Carolina.

In my conclusion the Community Care of North Carolina program provides the
infrastructure for the NC Department of Health and Human Services to set prior-
ities that can be implemented at the local level. We will continue to identify disease
management initiatives and other opportunities to collaborate with public providers
at the local level. We have learned that the success of this program is contingent
upon community ownership, partnership, appropriately aligned incentives, behavior
change, the ability to measure change and patience.

Mr. BILIRAKIS. Thank you very much, Mr. Simms.
Ms. Bella, you are on.

STATEMENT OF MELANIE M. BELLA

Ms. BELLA. Good morning, Mr. Chairman, Representative Brown,
Representative Wilson and Representative Green.

My name is Melanie Bella. I am the Medicaid director for the
State of Indiana, and I appreciate the opportunity to come talk to
you a little bit about what we are doing.

Under the leadership of our Governor, Joe Kernan, and in part-
nership with our State Department of Health and the Health Com-
missioner, Dr. Wilson, we have developed what we call the Indiana
Chronic Disease Management program. It is a program that is de-
signed to change the way care is delivered statewide, not just with-
in the Medicaid population, because the problems that we see
plaguing our programs in the area of chronic disease are the same
ones that our Medicare beneficiaries are facing, our employers are
facing, and the rest of the public health community providers in In-
diana are facing, so it is critical that we have the partnership of
the Department of Health in building this community effort that
we have put together.

Right now, we started our program in July and we have a pro-
gram in place for recipients place for diabetes and recipients with
congestive heart failure and we will be adding asthma, stroke, hy-
pertension, HIV AIDS within the next 6-month period, so we are
excited about the initial results we are seeing, and I want to talk
to you a little bit about how we got to where we are.

We started out looking at using commercial disease management
vendors and changed the course to really do what we call assemble
the pieces in a locally based infrastructure across the State that
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utilizes our existing public health infrastructure and puts together
a program that works for the State, regardless of payer source, re-
gardless of disease state, to create true sustainable long-term value
for the State of Indiana.

Henceforth, our focus has been on developing infrastructure that
we need to promote permanent, long-term, sustainable change, so
if I could just direct you to that picture over there for a few min-
utes and hopefully keep me on time here.

I want to talk to you about the main pieces that are part of our
program and how they work together, and there are five main prin-
ciples that we have used in putting together this infrastructure,
those being what we promote as evidence-based guidelines, proto-
cols for our providers. We believe strongly that this program must
have the involvement of patients and we have a strong patient self-
management program, we use the Stanford self-management ap-
proach.

We would not be able to do this program without extensive in-
volvement by the primary care providers in the Indiana commu-
nity.

Fourth, this program must be cost effective for us. As you all
know, the pressures that Medicare and payers everywhere are fac-
ing, and last it is very important that we use our existing public
health infrastructure. If we are going to spend resources on attack-
ing the problems of chronic illness, we wanted to spend those in-
state and infuse them into the local public health infrastructure,
rather than spend them quite honestly with a commercial vendor,
so let me talk to you about those pieces.

If you start at the top, that is where Medicaid and the Depart-
ment of Health are working together and using community re-
sources, and that feeds really into the heart of our program, which
is the patient and the provider.

The goal of this program is to keep the patient engaged with
their medical home, knowing if we are going to have long-term sus-
tainable success the patient has to be engaged with their primary-
care provider. We provide a support system, but that is just short-
term, dead-end work with our high-needs patients and put them
back in touch with their primary-care system to promote the med-
ical home concept.

On the left-hand side is where we bring in the patient, and we
are teaching them self-management, how to better interact with
their primary care providers and make healthy choices and deci-
sions affecting their health care.

On the right-hand side are the materials and tools that we give
to our providers. We were fortunate enough to be kind of adopted
by the McCall Institute and use the chronic care model and the in-
stitute for Health Care Improvement to help us take evidence-
based guidelines, work with our physician, community, and com-
mercial payers within the State to modify them for Indiana’s use
and put together guidelines and protocols that have been endorsed
by payers and providers to spread across the State so that everyone
in Indiana is using the same evidence-based guidelines for these
disease states, so it is those resources that we feed into our pro-
viders.
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I brought a copy today. We have a provider tool kit and a nurse
care manager book, very simple, straightforward guidelines, flow
sheets. I would be happy to share this with anyone.

In addition, we have all of this on CD that we have provided to
all of our providers who are interested across the State and who
are also willing to share with any other State Medicaid programs
or public health entities, because this has been developed in the
public domain and we want to maximize the public investment for
everyone.

Mr. BILIRAKIS. Would you provide those to the committee?
Ms. BELLA. Certainly. I will be happy to do that.
Mr. BILIRAKIS. Without objection, that will be the case and that

will be made part of the record.
Ms. BELLA. Okay.
Thank you very much.
Again focusing on the heart of the patient and provider, the

question was what supports do we give to promote the medical
home concept, so we have a care management component that has
two pieces: One is a call center and one is a network of care man-
agers.

Our call center is managing about 80 percent of our patients, al-
though they touch everyone in our program and our call center
functionality is provided with our existing partner who provides
call center services to Medicaid. That helps us, because they al-
ready know our population and they have credibility with our pro-
vider base.

We have a nurse care manager network that those functions are
provided to us by Indiana Minority Health Coalition and our pri-
mary health care association; again, resources already located in
the community who know how to deal with our patient population.

And last and most importantly, we have a Web-based patient
registry that we developed in conjunction with one of the Medicare
quality improvement organizations to support the exchange of data
and the ability to measure outcomes, and we—I know I am running
out of time, but I would be remiss not to let you know that we have
a very strong measurement and evaluation component in place that
is being provided to us by the Regenstrief Institute of the Indiana
University School of Medicine. They will be doing a statewide study
of our program, as well as a randomized controlled trial, so that we
can truly isolate the impact of these interventions and see if what
we are doing is successful or not, so I would very much appreciate
the opportunity to talk to you today and would love to share infor-
mation with anyone who is interested in how to change the way
care is delivered across their State.

Thank you very much.
[The prepared statement of Melanie M. Bella follows:]

PREPARED STATEMENT OF MELANIE M. BELLA, ASSISTANT SECRETARY, INDIANA
FAMILY AND SOCIAL SERVICES ADMINISTRATION

INTRODUCTION

Chairman Bilirakis, Ranking Member Brown, distinguished Subcommittee mem-
bers, thank you for this opportunity to share with you an initiative designed to im-
prove quality and clinical outcomes for Medicaid recipients in Indiana. My name is
Melanie Bella, and I am the Assistant Secretary of the Indiana Family and Social
Services Administration, and the Director of the Office of Medicaid Policy and Plan-
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ning (OMPP). In partnership with the Indiana State Department of Health and the
State Health Commissioner, Greg Wilson, M.D., we have developed and imple-
mented a comprehensive initiative, the Indiana Chronic Disease Management Pro-
gram (ICDMP), designed to change the way health care is delivered across the state
of Indiana.

The goal of the ICDMP is to build a comprehensive, locally based infrastructure
that: 1.) is sustainable; 2.) strengthens the existing public health infrastructure; and
3.) helps improve the quality of health care for all populations, not just Medicaid
recipients. We hope that the ICDMP infrastructure will be an asset not only for pa-
tients but also for healthcare providers. We also hope the ICDMP can serve as a
model for other states that may be interested in building integrated, locally based
infrastructures for their Medicaid program and state as a whole. Strengthening pub-
lic health systems and care delivery networks designed to decrease the prevalence
of chronic illness and increase the use of primary care ensures that states are maxi-
mizing the public investment in achieving quality health outcomes.

MEDICAID CHALLENGE

The Medicaid program in Indiana covers approximately 765,000 recipients at a
cost of $4.3 billion today. Like most states, enrollment and demand for Medicaid
services continues to increase. By the end of State Fiscal Year 2005, Indiana expects
to spend $4.8 billion to cover over 825,000 recipients. Even with continued cost con-
tainment efforts, the rates of growth in Medicaid expenditures will continue to be
unsustainable for states unless they develop new strategies for managing Medicaid
costs. The new strategies must address the primary drivers of Medicaid expendi-
tures: utilization and poor quality. It is critical that Medicaid programs focus on
controlling utilization and improving health care quality for recipients with chronic
illness. By making strategic system investments, states can develop the infrastruc-
ture necessary to improve care delivery and quality outcomes, which will help chron-
ically ill patients lead more productive lives, slow the rate of growth in the short
term and, ultimately, reduce costs in the long term.

BACKGROUND

In 2000, approximately 125 million people in the United States had some type of
chronic illness and by 2020 it is estimated to grow to 157 million. By 2010, 17%
of our GDP will be spent on health care, and 78% of these costs will result from
chronic diseases, including almost 80% of total Medicaid expenditures, and this is
increasing as our population ages. Numerous surveys and audits have documented
gaps between well-established guidelines for the clinical aspects of care and how
practitioners are actually delivering care. Providers feel resource constrained and
too rushed to meet the clinical, educational, and psychological needs of chronically
ill patients and their caregivers. Patients often experience care that is uncoordi-
nated, impersonal and unsupportive, which may leave them feeling incapable of
meeting the day-to-day needs of managing their chronic condition.

In Indiana, national, state, and local partners are working together to implement
a model of care for people with chronic conditions. Indiana’s five major objectives
for its chronic disease management program are as follows:
• Provide consistently high quality care to Medicaid recipients that improves health

status, enhances quality of life and teaches self-management skills.
• Provide support to primary care providers and integrate primary care with case

management.
• Utilize and strengthen the public health infrastructure.
• Reduce the overall cost of providing health care to Medicaid patients suffering

from chronic diseases.
• Achieve long term results by changing the way primary care is delivered across

the state, not just for Medicaid.
The key themes underlying the objectives are: patient self management, involve-

ment of primary care providers, utilization of public health infrastructure and cost
effectiveness. Most importantly, Indiana’s program eventually aims to change the
way care is delivered statewide—regardless of payer source and regardless of ill-
ness.

We are initially targeting recipients with diabetes and congestive heart failure
(CHF) and are quickly expanding to include asthma, stroke, hypertension and HIV/
AIDS. Other chronic diseases will be added as appropriate and necessary. The clin-
ical priorities of each condition are based on currently available scientific evidence.
The principles used to improve care for the chronic conditions include:
• Implementation of the Chronic Care Model in the primary care settings.
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• Creation of a care management network to provide support to primary care prac-
tices.

This will begin through a series of ‘‘Collaborative’’ learning sessions, which will
serve as the foundation for spreading the Chronic Care Model statewide. The Break-
through Series Collaboratives were developed by the Institute for Healthcare Im-
provement (IHI) in the mid 90’s to facilitate health system change. Participants in
the Collaborative will learn and implement an organizational approach to caring for
people with chronic disease that utilizes and supports a comprehensive, sustainable
locally based care network. The Collaborative model will be implemented statewide
in a phased approach over a twelve-month period by sharing the best available sci-
entific knowledge on the care for people with these conditions, and by learning and
applying methods for change in the delivery of primary care.

STATE OPTIONS FOR MANAGING CHRONIC DISEASE

In the 2001 legislative session, the Indiana General Assembly mandated that the
Office of Medicaid Policy and Planning (OMPP) contract with a commercial vendor
to provide disease management to recipients with diabetes, congestive heart failure,
asthma, HIV/AIDs and to provide case management for recipients with the top 10%
of costs. OMPP issued a request for proposal (RFP), received bids from four vendors,
selected one and began negotiations. Eleven months later, OMPP canceled the pro-
curement. In the 2002 legislative session, the General Assembly removed the re-
quirement that OMPP contract with a commercial vendor.

We learned that there are options other than the commercial vendor approach,
and it is important for other states to know that alternative options exist. Many
people assume there are just two choices: ‘‘make’’ or ‘‘buy’’. ‘‘Make’’ usually implies
starting from scratch and states are legitimately concerned about the time, re-
sources and potential duplication of effort of that approach. The ‘‘buy’’ option is at-
tractive because states can hold a vendor accountable and augment scarce state re-
sources. The question is what is the state left with when the contract ends. Luckily,
there is a third option: ‘‘assemble’’. The assemble approach is basically a hybrid of
the make or buy models that allows states to assemble the best pieces together into
a locally based infrastructure that supports and enhances the existing state public
health infrastructure. Indiana chose the assemble approach, but it is important to
note the pros and cons of each option.

There are two major options in the ‘‘Buy Model’’: outsourcing completely to a com-
mercial vendor or utilizing commercial chronic illness software. Based on our anal-
ysis, we identified some of the major pros and cons of each to be as follows.
Buy: Commercial Vendor Approach

Pros Cons

One stop shopping .................................................................... Little or no local input or involvement of providers or com-
munity

Access to resources (products and people) ............................. Jobs & revenue associated with running the program go out
of state

Financial risk accepted by vendor ........................................... Risk negotiation difficult for Medicaid populations
No sustainable investment in infrastructure

Buy: Chronic Illness Software

Pros Cons

Off the shelf program, already developed ............................... No local physician or delivery system input or involvement
Limited/no flexibility with survey tool
Telephonic case management only
System does not always interact with claims systems,

makes reporting duplicative

Assemble: Chronic Care Model

Pros Cons

Evidence based interventions with proven results .................. Requires significant state resources
Allows for local input and experience in developing program

components.
State retains financial risk

Promotes patient self management ......................................... In the short term, may take longer to develop and imple-
ment (note: this was not the case in Indiana)
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Pros Cons

Carries over to improve care for all patients in a practice
Keeps revenues and jobs in state
Provides on site as well as telephonic case management
Creates a comprehensive, sustainable locally based infra-

structure with effective case management in place to
support primary care providers and Medicaid members.

INDIANA’S CHOICE: CHRONIC DISEASE MANAGEMENT PROGRAM (ICDMP)

During the period of negotiations with the commercial vendor, Indiana was chosen
to participate in a Policy Academy on Chronic Disease Management and Prevention
sponsored by the National Governors Association. A team of state policymakers, leg-
islators and community stakeholders attended a planning session and developed a
strategic action plan. As part of that process, we became introduced to experts in
the field of chronic disease management and began to question if what we had
asked for in the RFP and were in the process of negotiating was in the long-term
best interests of the State. As we learned more and the negotiations narrowed to
debates over guaranteed cost savings as opposed to interventions, protocols and
quality improvement, we concluded that the commercial vendor approach we had
originally envisioned was no longer the model we wanted to pursue. We enlisted the
support of Dr. Ed Wagner, Director of the MacColl Institute for Healthcare Innova-
tion, Center for Health Studies, Group Health Cooperative, and his team in devel-
oping a program grounded in the principles of the Chronic Care Model. The Chronic
Care Model was developed through Improving Chronic Illness Care (ICIC), a na-
tional program supported by the Robert Wood Johnson Foundation. The Chronic
Care Model focuses on improving care delivery and promoting system change
through the use of evidence based care practices, strong patient self-management
and extensive involvement of primary care providers and practices. The Chronic
Care Model reinforces all the elements necessary for creating a sustainable, com-
prehensive, locally based infrastructure:
• Evidence based guidelines
• Tools to support and assist providers
• Strong patient self management and involvement in health care decisions
• Investment in public health infrastructure
• Creation of sustainable infrastructure in a locally based manner that benefits

state as a whole and leaves the state better off than when it started
• Long term focus on improving quality vs. short term focus on ‘‘guaranteed’’ sav-

ings
The Chronic Care Model changes the approach of medical care from reactive,

acute care for illness to a preventive, coordinated care model for health that will
decrease complications and eventually reduce costs. As mentioned earlier, we will
be spreading the Chronic Care Model through a series of Collaborative learning ses-
sions developed by the Institute for Healthcare Improvement (IHI). IHI has been a
valuable partner in teaching us how to test change concepts and develop and imple-
ment quality improvement initiatives in the medical care environment.

ASSEMBLING THE INFRASTRUCTURE

Using the assemble approach, the first step is to identify the best components and
partners available to build and strengthen the existing public health infrastructure
and that will facilitate the interaction between primary care and chronic disease
case management statewide.

The ICDMP has the following major components and partners:
• Program Management. Medicaid and the Department of Health are jointly respon-

sible for the program including policy development, contracting and monitoring
performance.

• Primary Care. The focal point of patient care is the primary care physician. Key
elements of the ICDMP are designed to provide information and resources to
support the physician. The Medicaid provider community is our partner in this
component, and we are working with them to ensure our reimbursement is
aligned with the outcomes we hope to achieve.

• Care Management. Care management is comprised of:
• A Call Center that monitors patient status and follow-up based on the estab-

lished protocols. We partnered with the existing Medicaid call center vendor
to provide these services to take advantage of the relationships, credibility
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and knowledge they already have with our recipients and providers. The call
center services are available for all ICDMP patients.

• A Nurse Care Manager network whose nurses provide more intense follow up
and support to a smaller group of high-risk patients. We partnered with the
Indiana Minority Health Coalition and the Indiana Primary Health Care As-
sociation to hire nurses and deploy them statewide, according to physician
practice and geographic area. These organizations are natural partners in
that they have established relationships and credibility across the state and
are fairly evenly split between urban and rural areas, which prevent overlap
or duplication.

• Patient Data Registry. An electronic data registry is available to physicians and
can be used for all patients. For Medicaid patients, it will be populated with
claims data and case management data. We partnered with Mountain Pacific
Quality Health Foundation, the Medicare Quality Improvement Organization
for Montana, in the development of the Chronic Disease Management System
(CDMS). CDMS contains the ICDMP care protocols and clinical guidelines, pa-
tient education materials, Medicaid claims data, reminder and recall functions
and other clinical data entered by the call center, providers or nurse care man-
agers.

• Measurement & Evaluation. Measures of program performance are being estab-
lished using both claims history data and individual health outcomes indicators
for both an intervention and control group. We partnered with the Regenstrief
Institute, of the Indiana University School of Medicine, to perform a statewide
evaluation as well as a randomized controlled clinical study within Marion
County (Central Indiana region). We are committed to a rigorous evaluation of
this program that will measure total costs (not just savings from reduced hos-
pitalizations) and identify which components are effective as well as those that
are not achieving the intended outcome and need to be changed. For an evalua-
tion to be meaningful, it must be clearly structured to measure total program
effectiveness. As such, when evaluating chronic disease management programs,
it is critical to examine all costs for all patients during the intervention. Look-
ing only at selected costs or only at the most expensive groups of patients can
be deceiving.

In closing, I’d like to thank the Members of the Subcommittee for the opportunity
to discuss this important issue with you. The Indiana Chronic Disease Management
Program was assembled with the help of many experts in this field to solve a public
health problem that reaches far beyond the Medicaid program alone. We would be
more than happy to share any of our materials (clinical protocols, consensus guide-
lines, patient education materials, call center scripts, patient identification criteria,
etc) with any state that is interested in assembling their own chronic disease man-
agement program. Thank you again for your time, and I would be happy to answer
any questions you may have.

Mr. BILIRAKIS. Thank you, Ms. Bella, and I would ask all of you
to feel free—we would welcome any additional information you
might have to furnish to us, such as the information that you have
talked about becomes a part of the record. So please basically help
us to come up with whatever changes need to be made and any
need to be made, improvement and that sort of thing.

Well, Dr. Medows, I guess it is no surprise that I am going to
start with you. I am just pleased that you and others spoke with
great emphasis on benefits to the patient, the patient, slash, bene-
ficiaries, slash, patient. You know, when you talk about savings,
and they are very significant obviously, because there is only so
much there, and we want to be sure that the dollars are best used
and in the best way possible. But I think the bottom line is the
benefit to the patient. And so you have talked about improving
quality of care, improve health outcomes, et cetera. I want you to
feel free to submit to us in more detail, if you can, some of your
experiences in that regard, you know, and what you have learned.

You talked about the four areas that Florida has learned. I find
that very significant. And so if you can go into details there and
in writing to us, and also, the Promotora program, because, again,
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as your written statement indicates, a lot of the chronic diseases
have disproportionate impact on many minority populations, and
apparently a Promotora program is being very helpful in that re-
gard in conjunction with working with Bristol-Myers. So please ex-
pand upon that, give us more details so we can learn more about
it. And the reason is because we can only go into so many things
here orally, but it could be very helpful.

The question that I would have is something that you haven’t
mentioned regarding the Florida Legislature’s Office of Program
Policy there, their study and their analysis, which recently released
a report that was very critical of the funding, and I say very crit-
ical. Maybe very is wrong, but, in any case, critical of the funding
mechanism used to pay for your disease management program. It
indicated that the State could have received more money through
supplemental drug manufacturer rebates rather than having the
manufacturers pay for a disease management program.

So the questions regarding that are do you believe that Florida
negotiated a fair deal in its negotiations from the drug manufactur-
ers? Does the analysis account for future year savings that can be
achieved through improved beneficiary health as against if you
have got the dollars and use them toward that end; and what as-
sumptions did the report make, if you know, about all the manufac-
turers participating in the value-added programs converting to sup-
plemental rebate?

Now those are basically the questions. If you can take maybe the
rest of the time to respond to that, I would appreciate it.

Ms. MEDOWS. Okay. Thank you, Mr. Chairman.
I do believe that the negotiations were done fairly. In 2001, the

Florida Healthy State contract was signed with Pfizer, and at that
time we believed that the rebate value with us, with the State of
Florida and Pfizer, would have been $33 million. Instead of that
what we chose to do was take this in terms of value-added funding
for the disease management program.

I would have to disagree with APAGA’s conclusion that it would
be better to simply take that one-time savings and rebate that
would be non reoccurring as opposed to continuing the program
that was already serving over 100,000 individuals.

Mr. BILIRAKIS. Can you evaluate the dollars of the program in
terms of the Pfizer’s—the drug manufacturers’ part in it as against
the $33 million? Is that it, or are Florida beneficiaries receiving
more in terms of benefits?

Ms. MEDOWS. I believe that they certainly are.
Mr. BILIRAKIS. Okay. Please continue.
Ms. MEDOWS. I believe that because if we simply had done a re-

bate, it would have been a nonreoccurring. We believe that several
assumptions were made that would not necessarily be true: First,
that if we took a rebate, that the money that would be saved for
that particular year would automatically be sent back to the Med-
icaid program in terms of disease management. We don’t know that
that necessarily would be true. In fact, given budget crunch and
budget shortfalls, I am not so sure that it would have made it back
to them, okay.

No. 2, this was an assumption that was made that the pharma-
ceutical manufacturers would have agreed to a rebate if value-
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added programs were not an option. The pharmaceutical manufac-
turers do not have to do that. They do have a third and fourth op-
tion. One is not to participate in our program at all. And two is
to have us to do a prior authorization-type program which would
be costly and a little bit prohibitive in terms of resources and staff.
They made an additional assumption, and that assumption was not
valuing what the benefits would be to the individuals being served
in that program and looking in the long haul over the decreased
health care expenditure because of the improved health outcomes
that we expect.

Mr. BILIRAKIS. My time is up. But, again, I would ask you to ex-
pand as you may wish to your answer in that regard, because that
is certainly a significant point in our deliberations.

And I now yield to Mr. Brown.
Mr. BROWN. Thank you, Mr. Chairman.
I would like to start by asking unanimous consent to enter into

the record the Office of Program Policy analysis of the Government
Accountability Office of the Florida Legislature, if I could, which
discusses and illuminates some of Dr. Medows’ comments and con-
tentions. If I could enter that.

Mr. BILIRAKIS. Without objection.
Mr. BROWN. Ms. Bella, I would like to ask you and Mr. Simms

each a question. I first want to mention a comment my friend from
New Mexico Ms. Wilson made in her opening comments about
needing more data—and, yes, the hearing last week on Medicaid
showed we really don’t get enough data. And I would ask the com-
mittee at some point to help us get more information from those—
from those carriers, private, HMOs, both in Medicare and Medicaid
that don’t collect data, frankly, as well as fee-for-service, because
they don’t give us data on individual claims. So I hope that we can
work together and be able to get more information and be able to
understand both Medicare and Medicaid better in the future.

Ms. Bella, you spoke generally of some of the reasons why Indi-
ana decided that the private vendor approach wouldn’t lead to the
long-term sustainable and effective case management model that
you were seeking. Could you elaborate on how the private disease
management organization was interested in being reimbursed, and
can you approximate how much of the savings earned by Indiana
would have actually gone to them?

Ms. BELLA. Sure. Thank you.
Briefly, they were—proposed to us a funding on a per-member/

per-month basis. At different points in the negotiation, it was un-
clear whether you would be paying on eligible members, enrolled
members or engaged members. And so there was a lot of variation
there in terms of how you know if someone is truly being touched
and affected in order to generate a payment on a monthly basis.
They proposed to put a percentage of their fees at risk, and that
is one of the main problems that we had, quite honestly, is that we
spent a lot of time negotiating over a guaranteed savings and not
a lot of time discussing the substance of the interventions. We ran
into problems about how to count savings for the Medicare dual-
eligibles, for example, and how to take into account the fluidity of
the recipients as they go on and off the Medicaid program.

Mr. BROWN. Thank you.
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Mr. Simms, it appears that because disease management is new
to a number of States, that monitoring and reporting and bench-
marks can be critical to creating future success, obviously. What
kinds of monitoring tools—if you would share with us the moni-
toring tools, the reporting requirements that North Carolina imple-
mented through its—all its ACCESS I, II and III program.

Mr. SIMMS. We have really made a lot of effort at getting the
process measures in place and looking at the chart audits, those
sorts of things, and that can be provided. Some of the results of
those chart audits can be provided to the subcommittee.

Some other things that we have been looking at are some prac-
tice profiles for the providers. We are looking at doing an in-house
sort of practice profiles that can be risk-adjusted to give to the pro-
viders. We are learning that the feedback to the docs are what real-
ly enables them to really begin looking and working more aggres-
sively to get things in place. But I can give the subcommittee ex-
amples of those practice profiles as well and what we are putting
in place.

Over the last couple of years we have also done some things with
quality in relation to our patient population, looking at the CAP
survey, patient satisfaction, making sure that the patients are feel-
ing that the health care delivery system is something that is meet-
ing their needs as well.

Mr. BROWN. Thank you.
And, Ms. Bella, one more question for you in the last minute or

so. Could you just describe to us how you—more about the integra-
tion of the Department of Health, the physicians, other providers,
community resources and patients when you develop the program
that it seems to be more sustainable in the long run? How critical
is that integration to creating a more effective and long-lasting pro-
gram?

Ms. BELLA. Thank you. That is a very important question, Rep-
resentative Brown. We convened a Chronic Disease Policy Advisory
Council that consisted of all the major insurers in the State of Indi-
ana, the medical associations and other health plans as well as
physician groups. They came to the table and worked with us, so
we got their buy-in and involvement early on, which we believe
helps engage them in the implementation of our program.

In addition, we identified local resources across the State who al-
ready have relationships with recipients and the provider commu-
nity as well as the public health infrastructure, and the reason we
believe that makes that more sustainable is because they are in-
vested in these decisions, and they are already part of that health
care system. And we are creating the infrastructure with them, and
we believe that that will make them more active participants in
that and vested in the success and the long-term viability.

Mr. BROWN. Thank you.
Mr. BILIRAKIS. Mrs. Wilson to inquire.
Mrs. WILSON. Thank you, Mr. Chairman.
I wanted to ask a question of Chris and also of the three State

representatives as well. In order to embark on these programs, and
in your case, Chris, with the States that you work with, did the
States require a waiver from CMS to try this?
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Ms. SELECKY. Yes. In the case of Florida, we did have to get a
waiver, and it took about a year to go through that process, which
was unfortunate. It delayed the start of the program. In New Mex-
ico we are working with the managed care organizations, so no
waiver is required.

Mrs. WILSON. So the only waiver was the one that they had to
apply for to do managed care under Medicaid.

Ms. SELECKY. Yes.
Mrs. WILSON. What about in the other States? Did you require

waivers, and how long did it take you? Dr. Medows, do you want
to——

Ms. MEDOWS. It is actually variable in terms of the length. There
are some programs—we have had programs going on since 1997, so
there are different people working in CMS at different times, dif-
ferent emphasis on getting waivers through the system.

And then you have to take into account that some of our pro-
grams like the Pfizer Healthy State program was quite new and
complicated. I think we may have built some new laws just around
it, new rules. It took quite a bit of work.

Mrs. WILSON. Mr. Simms, did North Carolina require a waiver
in order to do what you wanted to?

Mr. SIMMS. Initially with our Primary Care Case Management
program, when we started in the early 1990’s, yes, it was a 1915(b)
freedom of choice waiver. But most recently, with the BBA man-
aged care regs, they allow you to do a lot of the enrollment and
linkage with primary care providers through the State plan amend-
ment process, and that is what we have been able to do with the
bulk of this population. It does not allow you to mandatorily link
the vulnerable or the special needs population. You have to make
sure that they recognize it is a voluntary program for them. But
for the bulk of the population we were able to still mandatorily link
them through the State plan amendment process.

Mrs. WILSON. How about Indiana?
Ms. BELLA. Indiana also has a 1915(b) waiver for our managed

care program, and we were able to add this. Basically it is an
amendment to that waiver to allow us to provide these services.

Mrs. WILSON. With respect to Indiana, you mentioned that there
is a—I think you said Indiana University is doing a study on meas-
urement and evaluation. But aside from the kind of studies where
someone goes in and takes a snapshot look, what kind of informa-
tion systems do you have in place linking all of these to know
whether you are improving the health status of the members?

Ms. BELLA. We have what is on there referred to as the Web-
based patient registry, CDMS’s chronic disease management sys-
tem, developed by the quality improvement organization for Mon-
tana. And we have worked with them to—it is an electronic patient
registry that contains claims data, clinical data, guidelines, re-
minder recall, anything that anybody that touches that patient
wants to put in there. So we use that.

In addition, we have softer measures that we obtained through
assessments that our call center is doing. We have process meas-
ures that we look at; simply, is the person getting their rec-
ommended eye exam. And then we have outcome measures, mostly
through the Regenstrief Institute.
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And one point to note that IU is doing for us, they are doing a
statewide evaluation that will be a pre- and postsnapshot look, as
you refer to. But we do have a randomized control trial going on
as well that will provide an even more rigorous evaluation, and our
focus is on both process and outcomes.

Mrs. WILSON. Chris, how does LifeMasters use information sys-
tems to give you—what kinds of data systems do you have on tell-
ing whether people are healthy or not?

Ms. SELECKY. We have developed a very sophisticated data base
management system which brings in data from a variety of sources,
Medical Claims Administration demographic data, lab information,
pharmacy benefit information, and consolidates all that informa-
tion into an individual profile of every single program participant
with whom we work.

Mrs. WILSON. And then can you aggregate that data?
Ms. SELECKY. Yes. So we have an individual profile, and then we

have an aggregated profile of the entire population. We track over
time improvements in clinical status and reductions in utilization.
And then we usually have that information pre the program so
that we know what the baseline is. We measure what is going on
during the program year, and then we do a pre-postanalysis. We
also do randomized control trials as well and have third parties
validate the outcomes.

Mrs. WILSON. One final question, if we can do it quickly, and
that is everyone—or several folks mentioned mobility on and off of
Medicaid eligibility. And I don’t know whether you know that off
the top of your head what your mobility rates are in Florida, North
Carolina and Indiana, but if you do, what are they? I mean, what
percentage of your population is there at the end of the year that
you started with at the first of the year or however you measure
your mobility? Dr. Medows, do you know, or should I just leave
that one for the record?

Ms. MEDOWS. I would rather actually get you something that is
much more definite. I can tell you that it is an issue of people los-
ing their eligibility coming back in, because that disrupts care. And
we try to make it so that if they—if we can get them back on board
within 90 days, that they are just resuming instead of starting
from scratch. But I can’t tell you an exact number right now.

Mrs. WILSON. Maybe if we could leave that question for the
record, and I would also ask to reserve the right to submit addi-
tional statements for the record.

But getting at this issue of mobility is, I think, one of the keys
to addressing some of the problems we face with Medicaid.

Thank you, Mr. Chairman.
Mr. BILIRAKIS. Thank you, Mrs. Wilson.
By the way, without objection, the opening statements of all

members of the subcommittee will be made a part of the record.
Oh, Mr. Green is back.
Mr. GREEN. Thank you, Mr. Chairman.
Mr. BILIRAKIS. You are recognized.
Mr. GREEN. Thank you. I have a number of questions.
First, Ms. Selecky and Ms. Bella, in your testimony both of you

indicate that minority health is a component of disease manage-
ment programs, and as is representative, I have a 60 percent plus
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Hispanic district. I am especially interested in the lessons you have
learned on how to treat the population; and as you point out, and
we know in my own district, higher incidence for diabetes and
heart disease and certain cancers, and in some cases less cancers
with Hispanic women in one particular area, and a host of other
chronic illnesses.

Have you designed your programs, particularly in California, but
also in Indiana, to the unique needs of the Hispanic community?
I guess the overall minority community, because some of these
same indicators are in Hispanic communities and African American
communities.

Ms. SELECKY. Yes, Congressman Green. We employ nurses who
speak Spanish so we can provide multilingual services over the
telephone and in person with our program participants. We provide
program materials in Spanish and Chinese actually, because we
have a very large Chinese population in the Bay area. And we also
adapt the content of our program to cultural issues. There are defi-
nitely different issues around the way that people interact with
their physician, the way that their families support them, the kinds
of diet that they eat. And so we have gone through, and, again, be-
cause we have got a computer system that can adjust our program
to each individual that we work with and that guides our nurses
through the interaction with people, we very definitely customize
the program to language and cultural and other kinds of issues.

Mr. GREEN. Ms. Bella.
Ms. BELLA. Our materials are also available in Spanish, and our

nurse care managers in our call centers employ bilingual workers
as well.

I would say the way we have been most successful in that is
partnering with our Minority Health Coalition, who represents—
who has Hispanic affiliates across the State, and they have helped
us tailor those interventions to understand that the involvement of
the community or involvement of the family may be different given
the different cultural need. And so through our partnership with
them we have been successful at tailoring our interventions in a
way that we couldn’t have done. We wouldn’t have had that knowl-
edge base on our own. So, yes.

Mr. GREEN. Ms. Bella, I will ask you if this committee enacted
the Healthy Communities Access Program modeled after the suc-
cessful CAP, the administration project and CAP provides grants to
help agencies coordinate preventative and primary care for 44 mil-
lion Americans without insurance. And I know that Indiana has re-
ceived several CAP grants, one in Marion County, central Indiana
and South Bend. And I think the objective of the CAP program, to
improve coordination of health care for uninsured Americans, is
similar to the Indiana Chronic Disease Management Program.

Can you tell me whether your program works with the CAP Pro-
gram or the—is there cross-pollination, I guess, between the two?

Ms. BELLA. There is. That has given us a unique opportunity.
With the most recent funding that we received, we were doing a
survey and health assessment of the uninsured in Indiana, and we
included specific questions related to chronic illness to try to under-
stand the prevalence across the State, again, knowing that we see
a lot of overlap between the uninsured and Medicaid and other
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payer sources. And so our goal is to include and develop a system
that covers everyone.

So it is very closely integrated with the efforts through our CAP
grant and looking at how to address chronic needs across the State
of Indiana. We appreciate those funds.

Mr. GREEN. Thank you.
Mr. Simms, according to your testimony, North Carolina Primary

Care Case Management Program creates a physician provider net-
work that includes nurse care managers to implement the disease
management program, which is similar to the diagram here in In-
diana. Can you explain the motives for physicians and providers to
join together in implementing that disease management program?

Mr. SIMMS. Yes. They are very committed to having control and
the opportunity to direct the local health care delivery system for
the patient population there in their local communities, so they see
this as the opportunity to continue and to buildupon that. The pro-
viders in North Carolina have been very committed to serving Med-
icaid populations, especially the pediatric providers, and so they
have really worked very closely with the Medicaid program with
the implementation of this and see this as their opportunity to
really help get the health care delivery system at a local level in
place that they can continue to maintain the level of quality of care
that they have been providing.

The other thing is that they also see it as the opportunity to be
able to show our legislature that we can implement a local infra-
structure that can contain costs, improve quality, and therefore
prevent them from having to have their rates reduced as well.

Mr. GREEN. Okay. Thank you, Mr. Chairman.
I know I have a little time left. It is interesting last Friday morn-

ing in Houston, I actually met with the chief of neurosurgery at the
University of Texas Health Science Center in Houston, and one of
his concerns is the lack of—he sees what happens because they
have a trauma care unit at Memorial Herman Hospital, but the
concern about utilizing case management and nurses more into the
process, and the program he talked around about was similar to
what we are hearing about today.

Thank you, Mr. Chairman.
Mr. BILIRAKIS. I thank the gentleman.
Without objection, there is a statement by Sandata Technologies

that they wanted to submit to the record, and without objection,
that will be made part of the record.

[The information referred to follows:]

PREPARED STATEMENT OF SANDATA TECHNOLOGIES, INC.

Chairman Bilirakis, Ranking Member Brown and members of the Subcommittee:
We appreciate the opportunity to offer this statement on behalf of Sandata Tech-
nologies, Inc. in connection with the Subcommittee’s consideration of Medicaid re-
form and today’s hearing on ‘‘Evaluating Coordination of Care in Medicaid: Improv-
ing Quality and Clinical Outcomes.’’

As you know, the Medicaid-funded health care system is under great pressure to
deliver quality health care to eligible beneficiaries while controlling Medicaid ex-
penditures. Policy-makers have begun to rethink ways to deliver quality health care
services in the most cost efficient manner possible while preventing the loss of lim-
ited health care dollars due to waste, fraud and abuse. We commend the Sub-
committee’s efforts to advance a thoughtful discussion of these important policy ob-
jectives.
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1 Long-Term Care: Federal Oversight of Growing Medicaid Home and Community-Based Waiv-
ers Should Be Strengthened, GAO-03-576 (June 20, 2003).

2 Id.

Today’s hearing appropriately focuses on the quality of patient care within the
Medicaid system. To improve patient outcomes, we believe it is critical to ensure
that the individual patient’s plan of care is followed. It is important, therefore, for
providers to be able to leverage easy-to-use, proven technology to accomplish that
objective.

More and more of our Medicaid-funded health care will be delivered in home- and
community-based settings. To meet the growing needs of patients, home care pro-
viders can rely on cost efficient, proven technology to deliver efficient, appropriate,
high quality home health care throughout the United States. This technology—
known as ‘‘telephony for home care’’—enables providers to deploy a capable manage-
ment and information technology infrastructure to prevent fraud and abuse and en-
sure monies are not squandered as necessary services are delivered to achieve posi-
tive health outcomes.

Telephony for home care delivers concrete benefits to State Medicaid programs
and to Medicaid contracting home care providers, as described below. Equally im-
portant, it helps ensure that eligible Medicaid recipients receive the quality of care
defined in their individual plan of care for the appropriate cost.

Currently, the City of New York’s Human Resources Administration as well as
the Nassau County Department of Social Services in New York State, the Visiting
Nurse Service of New York and select visiting nurse associations in other jurisdic-
tions mandate that their contracting and sub-contracting home health care pro-
viders use telephony for home care as a condition of contracting with Medicaid to
deliver home health services.

The use of telephony for home health care by Medicaid programs delivers many
benefits directly to State Medicaid home care programs, for example:
• It reduces Medicaid expenditures without cutting benefits to Medicaid bene-

ficiaries.
• It ensures payment is limited to the actual hours of service performed by pro-

viders for the Medicaid home care program instead of what might be written
on a paper timesheet (e.g., the City of New York Human Resource Administra-
tion’s Medicaid-funded home care program saves 5.5% of expenditures from the
difference between authorized hours and actual hours of service provided),

• It verifies patient coverage and provides payment only for visits that actually
occur in the patient’s home or other approved location.

• It improves the quality of care delivered by tracking tasks accomplished and
matching them against the patient’s plan of care.

• It reduces the time and costs of audits by providing a permanent, comprehensive
audit trail via telephony.

• It provides important aggregate oversight data at the county, state and national
level.

Equally important, telephony delivers important concrete benefits to Medicaid
contracting home care agencies, for example:
• It cuts administrative costs by collecting all home care visit data from the pa-

tient’s home electronically, eliminating manual data entry of time and attend-
ance, tasks accomplished, etc., for billing and for payroll.

• It ensures the delivery of quality care in accordance with the patient’s plan of
care—eliminating missed visits and verifying that ‘‘the right worker was at the
right place, at the right time, performing the right tasks.’’

• It improves management visibility over field operations—i.e., telephony collects
visit data in real time from the patient’s home, making it available to the super-
visor in real time, so they know exactly what is going on in the field.

• There are no upfront hardware or software costs, enabling providers to ‘‘pay as
they go.’’

• Likewise, providers benefit from the permanent, comprehensive audit trail.
A recent review of Medicaid home and community-based waivers by the U.S. Gen-

eral Accounting Office (GAO) concluded that the Centers for Medicare and Medicaid
Services (CMS) does not adequately monitor state Medicaid and Medicaid waiver
programs and the quality of beneficiary care.1 According to GAO, the most common
problems included ‘‘failure to provide necessary services, weaknesses in plans of
care, and inadequate case management.’’ 2

Telephony, with its accurate real time data collection capability and management
data presentation, can play a significant role in addressing these concerns by ena-
bling improved ‘‘visibility’’ into field operations and improved government oversight.
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In addition, this service is available wherever telephone service is available, even
under crisis conditions. During the recent blackout, for example, the service contin-
ued to collect data, so Medicaid programs and home care providers had assurance
and confirmation that patients were being served.

In closing, the use of telephony for home care can provide concrete benefits to
State Medicaid programs, to home health care and other social service providers,
and to eligible Medicaid beneficiaries. We look forward to working in partnership
with you as the Subcommittee considers ways to strengthen the Medicaid program
and to ensure the continued viability of this important safety net for our nation’s
most vulnerable patients.

Thank you for your consideration of our views.

Mr. BILIRAKIS. I wanted to do something different just for the
next few minutes.

The bottom line is quality of care, and we all agree, some States
have chosen to do it themselves without the private/public, if you
will, and other States have chosen to go the other way for whatever
reasons. I wonder, could we take a few minutes, and I will control
the time, where you all might feel free to ask each other questions?
I mean, Dr. Medows, are you not curious as to how well Indiana
is doing their way, and Mr. Simms, and vice versa and that? Well,
if you are, raise questions.

Mr. Hilferty.
Mr. HILFERTY. Mr. Chairman, I am sorry, if I may, from our van-

tage point we truly believe there are situations where States, much
like this Indiana program, can do it on their own. What we have
come to realize is there are opportunities where States and private
entities can partner and collaboratively work to get the data that
is needed to do the health outcomes analysis, to really work in
partnership to improve quality, improve access and, most impor-
tantly, reduce cost. So from the private perspective we are not say-
ing it should be all private, but we are saying that there are situa-
tions.

Mr. BILIRAKIS. So you are impressed with the way Indiana is
doing it, but you say that there is a possibility that there could be
some improvement in there.

Mr. HILFERTY. Well, I think time will tell. I mean, we were one
of the bidders on the—with LifeMasters on the business in Indiana.
Time will tell, and I think the importance of collecting the data,
analyzing the data and seeing if the outcomes are there—we will
see if it works.

Mr. BILIRAKIS. Go ahead, please.
Mr. BROWN. Ms. Bella, if they had won—if Mr. Hilferty and Ms.

Selecky had won the bid, how would it have been different in Indi-
ana from what happened, from what you have been able to do?

Ms. BELLA. In my opinion, we would have had much less involve-
ment in the development of the interventions. We would not be in-
volving the community as much. The focus that we found for that
approach was more on the patient management, the particular pa-
tient as opposed to managing and developing a system and an in-
frastructure. And so we are really stepping back and putting to-
gether a system for the State as opposed to focusing on a recipient
with congestive heart failure because we want long-term system
change. And so I think that that would have been the biggest dif-
ference.

Mr. BILIRAKIS. Any response, Mr. Hilferty?

VerDate 11-MAY-2000 12:20 Feb 24, 2004 Jkt 000000 PO 00000 Frm 00052 Fmt 6633 Sfmt 6602 89962.TXT HCOM1 PsN: HCOM1



49

Mr. HILFERTY. Well, I think that is accurate, an accurate por-
trayal. I think that the importance that we bring and the data
bases, whether it be LifeMasters or AmeriHealth Mercy bring to
the table, is we are able to analyze by disease state and to cat-
egorize folks. Yes, there is the importance of the community con-
tact, but categorize folks by a disease state and develop programs
to truly monitor their health status and improve that status.

Mr. BILIRAKIS. Dr. Medows.
Ms. MEDOWS. Yes, sir. I think I have kind of the best of both

worlds because I actually have contracts with a private entity who
is providing us with the funding, and providing us with some soft-
ware, and providing us with some of their expertise, but at the
same time, make no bones about it, the patient is still being cared
for by their primary care physician. They are in their communities
with their community hospital, with their community clinics. It is
not a new third party just coming in and providing care. They are
being treated in their home with people that they know. And then
they are getting, on top of that, extra attention, extra support, and
they are getting things that they weren’t able to get before. It is
not just a matter of a nurse calling and finding out if you have
gone to the doctor.

But, like you say, we have put that personal touch. It is, why
didn’t you make it? Was it a transportation issue? Was there an
issue with you paying your copay for your pharmaceutical? Was it
that you didn’t understand what you were supposed to do?

So I don’t know that we would have to go all State or all private.
I think, you know, I feel much more comfortable with the way that
we have it compiled, that it is a combination of both. But again,
as long as the focus is on improving the actual care that is being
delivered to the patient and their improved health outcome, I think
any of the options would be fine as long as that is the focus.

Ms. SELECKY. Mr. Chairman, might I weigh in on this?
Mr. BILIRAKIS. Sure.
Ms. SELECKY. Because I—you know, I commend all of the States

for all of their efforts. And disease management is a relatively new
phenomenon. It is a very difficult thing to do well. There are a lot
of moving parts, and health care is about delivering quality care
from physicians to their patients. And, in my opinion, disease man-
agement is really a platform to deliver evidence-based medicine
and enable physicians to deliver better care to their patients. And
we provide the technology and communication platform and some
of the support services that help offload physicians who are very
busy and who don’t have time to provide educational and coaching
services to their patients.

We believe very strongly in supporting the doctor/patient rela-
tionship. When we work in a community, we work equally with the
doctors and the patients. We send the physicians exception reports
about how their patients are doing in between office visits. We send
them relevant information about how they might deliver better
care to their patients. And I think that there is definitely room for
very close collaboration between public entities and private enti-
ties. We do it with our commercial employer and health plan cus-
tomers all the time. We wrap our programs into their existing ef-
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forts, and I believe that there is room for all of the different, you
know, very dedicated players in this.

Ms. BELLA. If I could add one thing. I want to echo what Dr.
Medows said. I am afraid that sometimes States feel like there are
just two choices. It is make or buy. And as I indicated in the testi-
mony, we have chosen what we call the assemble approach. We are
still buying some of our services, but the difference is we are in
control of designing the program, and it is a system focus.

So if I think—again, if I had to answer your question again about
what is different, it is that at the end of the day in the program
we have put together, the resources remain in the public health in-
frastructure in the State of Indiana because we have made an in-
vestment there. And what we were concerned with with another
program with a little different focus is that the resources leave the
State, and we don’t retain that expertise or that knowledge base
or that critical infrastructure.

But it is not—you know, the two are not mutually exclusive. You
can have a hybrid, but I think it is very important for States to
understand that they with their public health system can do this
themselves. And as—what is not to be minimized is the technical
assistance, and best practices that were shared with us by the
McCall Institute, the Institute for Healthcare Improvement, and
improving chronic illness care are available to all States, and that
is really the meat of what you need. What is on this little CD is
the key to intervening with your providers and your patients, and
those things are available in the public domain, and that helps us
all maximize our investment. And so——

Mr. BROWN. If I could pursue that, Mr. Chairman, for a moment.
Mr. BILIRAKIS. By all means.
Mr. BROWN. Ms. Bella and then Mr. Hilferty, you talk about the

public resources thing and the public domain, and I guess that is
dollars and health care resources. In terms of information, we
talked about that earlier a little bit. You—I assume that you have
information how much each patient costs, how much goes to over-
head, all of that. Do we get that, Mr. Hilferty, from you? Can we
get that for what every patient costs?

Mr. HILFERTY. Yes.
Mr. BROWN. That is made available to Medicaid.
Mr. HILFERTY. Yes. Yes, it is, Congressman Brown. If you take

Pennsylvania, for example, Pennsylvania has implemented a risk
adjustment rating program where the way the plans are, it is ana-
lyzed what rate you will get in the coming year is partially done
by your case mix and the data you provide to the State. And it is
done through practice profiling and encounter data, and it is in-
cumbent upon the private plan to supply that data, and then the
State goes through the calculations to figure out the risk adjuster
and provide the rates for the private plan.

Any—the key point is that any Medicaid managed care program
that works, that includes the private sector, has to be done collabo-
ratively. It can’t be all one or all the other, all private, all public.
But it is incumbent upon the private entity to provide the data, but
not only to provide it, but to verify the data so that the States
know that the outcomes are there, and that they can come up with
a pricing strategy for those services.
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Mr. BROWN. And the data coming from you, from others in the
private sector, from the private contractors is every bit as com-
prehensive and detailed as the information that Ms. Bella would
get from her public program.

Mr. HILFERTY. The difference there is that our data is—we can’t
confirm that it is—or our issue is related to being able to access
the local provider and get them to fill out encounter data on time.
An issue that we struggle with, quite frankly, is the timeliness of
getting that data.

Ms. Bella, when she goes through a program, there is that indi-
vidual claims data that you referenced earlier that is there on a
retroactive basis. But as we have gotten better at getting the data
from our private physicians, from our private hospitals, yes, we are
providing the same timely information. And I would be more than
happy to provide that to the committee from the States in which
we do business.

Mr. BILIRAKIS. Would you do that, please.
Mrs. WILSON. Mr. Chairman.
Mr. BILIRAKIS. Mrs. Wilson.
Mrs. WILSON. If I could follow up on this a little. The data,

claims data, is one thing, but that is about what we paid out. And
I think one of the problems with Medicaid is that it is set up to
pay claims. Does Indiana—has Indiana invested, or North Carolina
or Florida invested, in the information systems to give you any in-
formation about the health status of—you know, can you tell me
the improvement in A1-C for diabetics dependent on Medicare—I
am sorry, Medicaid; or reduction in asthma admissions in emer-
gency rooms?

Ms. BELLA. We have our patient registry set up to collect that
information now. It is dependent on the provider practices entering
that information. And so our job then——

Mrs. WILSON. So we have the same problem that Dan has.
Ms. BELLA. Well, except that we provide a migration from their

system to dump into our system and make it very easy on them.
If we need to send someone in there to do chart pulls and medical
reviews to get us that data, we will do that because it is that crit-
ical. In addition, we can also get the data entered by the care man-
agers or the call center, so it can come from a variety of sources,
and we just work to figure out how to best get that.

But you are right. I mean, you need lab values. You need the
richer clinical data to support the administrative data. But a large
successful component of ours is also the pharmacy data. That can
tell you an awful lot. In our system—I mean, in everybody’s Med-
icaid system, that is real time-instantaneous data. And so much of
the compliance is driven by their pharmacy, that you can use that
again because it is real time as opposed to your standard medical
claims to really provide you with that indicator you need to get in
and manage that care quickly.

Mr. HILFERTY. I think the point you make, Congresswoman,
around asthma is a good one. If you look at west Philadelphia, for
example, juvenile asthma is growing at alarming rates, as it is na-
tionwide. Well, what we are able to do is by engaging the member,
the member’s parents in education and from everything to what
meds they should be taking to ways to relieve stress to work when
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there is an emergent situation, what we have found is that we are
able to take the data from their well visits, their physicians, their
emergency room encounters and also the use of pharmaceuticals
and really receive the improvement and the care to this member-
ship. And that is something that disease management and case
management provides that frankly is proactive in really analyzing
if care is improved and if health status is improved.

Mrs. WILSON. Mr. Simms.
Mr. SIMMS. Yes. I think one of the things, and I agree with Ms.

Bella, that we are having to look at ways to do the process meas-
ure, for example, the chart audit, of really getting folks in to be
able to provide feedback to the docs immediately, showing them,
okay, this is what you are doing with your process measures and
specific to asthma.

Some other things that we are looking at doing in North Carolina
is working with the school systems as well to begin looking at has
there been a reduction in number of days missed by the children,
by the Medicaid children, and comparing it to ways that we should
see improvement in that area because of the asthma disease man-
agement initiatives. So—and then combining that with the data
that we are able to pull from the claims data that will give us the
ability to provide the practice profiles back to the doctors and let
them know what is happening.

But, again, that is a challenge that the Medicaid programs face
in that if you are really building it only upon claims data, then you
have got a great challenge there. But we as well have a Web-based
management system where the care managers have to enter the
data in there. And so we are encouraging and continuing to stay
on the care manager and the networks to make sure that informa-
tion gets entered as timely as possible.

Ms. MEDOWS. I would just say ditto, but we do the same thing.
I mean, just using claims data like you said just gives you the fi-
nancial picture, and what we are looking at is the actual patient
picture: Are we improving the quality of care; are we improving the
quality of their health. And what we do is pretty much the same.
We get that information from the patient themselves, we get it
from their physician, from the care manager, who reaches them
through the call center nurses and health care professionals that
they reach that way as well and take a look at that, and look at
markers that we know are associated as benchmarks for each dis-
ease state. Is it hemoglobin A1-C for diabetes?

But there is also did they get their eye exam this year? Did they
have their retina examination for diabetic retinopathy? Did the
asthmatic people—did they report that they are actually using
those peak flow meters that we gave them? People with CHF, are
they actually weighing themselves? Are they telling us the truth
when they give us their weight? Are they actually taking the medi-
cation, and if not, why? And do they notice themselves an improve-
ment in their health and in their well-being?

And I think it is important to ask them to give us that input as
well, and we take that all into account. That is actually, I think,
a truer measure of our success.

Mr. BILIRAKIS. Wonderful.

VerDate 11-MAY-2000 12:20 Feb 24, 2004 Jkt 000000 PO 00000 Frm 00056 Fmt 6633 Sfmt 6602 89962.TXT HCOM1 PsN: HCOM1



53

Well, there will be, as per usual, a series of questions which will
be presented to you, and we would appreciate a timely response to
them.

I would also ask maybe can you also furnish us a typical case,
you know, the step-by-step process of how you handle a typical case
in every one of your areas? I think that would be—could be very
helpful.

And your just being here is so very, very helpful. I think we have
had a good hearing. Not many members here, but, you know, we
have no votes until after 6:30, and that happens on a day like that
where many members are not here yet. But there is great interest
in the Medicaid program on this committee. Thank you so very
much for your help.

The hearing is adjourned.
[Whereupon, at 11:40 a.m., the subcommittee was adjourned.]
[Additional material submitted for the record follows:]

PREPARED STATEMENT OF AMERICAN DENTAL ASSOCIATION

The American Dental Association (ADA) is pleased to submit testimony for the
record as the committee examines the challenges facing the Medicaid program and
how to evaluate coordination of care within the program.

On behalf of the dental profession, the ADA wants to make clear that dentists
find it unacceptable that in 21st century America there are children who are eligible
for public assistance who cannot sleep or eat properly and cannot pay attention in
school because they’re suffering from untreated dental disease—a disease that can
be easily prevented. As a nation, we must recognize how critical oral health is to
overall health—especially to the healthy development of a child—and find the polit-
ical will to do a better job of caring for the next generation of children. The dental
community is committed to working with Congress, the federal agencies and the
states to address and remedy this fixable problem.

The oral health community has come a long way these last few years in working
to address issues affecting access to oral health care. Dental providers have joined
with governors, state legislators, Medicaid officials and many others to tackle bar-
riers impeding children’s access to care present in the Medicaid program. In re-
sponse, some states have worked to make oral health a priority, but as a result of
serious state budget cutbacks, many more have lost ground.

In the absence of effective public health financing programs, many state dental
societies have sponsored voluntary programs to deliver free or discount oral health
care to underserved children. Private dentists and community organizations are
working to do what is necessary to reach out to these children; however, charity
alone is not a permanent system. Congress and the states must work with dentists
to establish an improved health care system for the delivery of oral health care
under Medicaid to our most needy and vulnerable citizens.

Because of devastating budget deficits, states have been forced to make difficult
spending decisions, and dentistry has taken a serious hit. States are eliminating or
severely reducing optional dental benefits under the Medicaid program for adults.
These are adults who will not be able to gain employment in public focused jobs
due to the affect poor oral health has on appearance, or be able to function properly
due to chronic oral pain. Not having access to needed oral health care, many will
end up in an emergency room. The resulting cost of emergency room treatment for
patients and taxpayers far exceeds the cost of preventive dental care. In addition,
emergency room care is only limited to pain management, so these individuals will
still go without necessary treatment to end their suffering.

THE CURRENT SITUATION

Oral health care for the nation’s poor is a patchwork of chronically underfunded,
poorly administered programs. Many state Medicaid programs shortchange dental
care, providing payments that fall far short of the cost needed to deliver care. This
results in an insufficient number of dentists who can participate in the program.
The result—underserved children and families often do not have access to necessary
oral health care.

A recent ADA analysis of dental Medicaid programs across the country shows that
only one in four children eligible for Medicaid receives access to needed dental serv-

VerDate 11-MAY-2000 12:20 Feb 24, 2004 Jkt 000000 PO 00000 Frm 00057 Fmt 6633 Sfmt 6621 89962.TXT HCOM1 PsN: HCOM1



54

ices. This is true despite the fact that federal law requires states to cover dental
services for Medicaid-eligible children through the Early, Preventive, Screening, Di-
agnostic, and Treatment program (EPSDT). It is critical for policymakers at the fed-
eral and state level to acknowledge that oral health is integral to general health
and well-being and that we work together to improve the Medicaid program to in-
crease the participation of providers, improve the delivery of services and enhance
access to care for those most in need.

As an optional benefit under Medicaid, adult dental care is often a poor stepsister
to medical care, facing restrictions or elimination during tough economic times and
often not reinstated when times improve. Some states simply do not cover dental
care for adult Medicaid beneficiaries, and many others are cutting back. The re-
sult—underserved and vulnerable adult populations, including the frail elderly do
not have access to necessary oral health care, which can be even be life threatening
since we now know that oral disease is associated with systemic diseases such as
diabetes and heart disease.

With the current state budget deficits, dental benefits have been severely reduced
across the country both within Medicaid and the State Children’s Health Insurance
Programs (SCHIP):
• Georgia recently passed a state budget proposal to eliminate dental coverage for

SCHIP children (an optional benefit) and also eliminate adult dental benefits.
• Michigan eliminated adult dental coverage earlier this year, eliminating care for

over 600,000 adults.
• Texas eliminated dental SCHIP coverage earlier this year.

Facing tough budget decisions, many other states have frozen enrollment or re-
duce eligibility in their SCHIP or Medicaid programs. Others are considering how
to seek federal assistance to reduce federal mandates to provide access to dental
services through the EPSDT program. All of this devastates access to needed oral
health care for our country’s most vulnerable.

NEEDED FEDERAL SUPPORT AND RESPONSE—EXAMINE STATE MODELS

Dentists seek to work with members of Congress, the Centers for Medicare and
Medicaid Services (CMS) and states to improve the Medicaid program in terms of
financing and administration in order to increase dentist participation. Several
problems affecting provider participation have been identified—these problems in-
clude Medicaid reimbursement rates at less than what it costs dentists to provide
care, concern with the dental administrative structure, excessive paperwork and
other billing and administrative complexities, and lack of case management and
other social barriers that result in a high rate of broken appointments.

There are several ways to address these recognized problems. One of the most
critical strategies is for states to be able to raise Medicaid rates to more closely mir-
ror the marketplace, rather than allow dentists to be reimbursed for care at signifi-
cantly less than what it costs them to provide it. Without federal support, this may
not be possible, given the economic situation. In some states, inadequate fee in-
creases set a standard in the state—sometimes for as many as 15 or 20 years. In
many states it is not uncommon to find that Medicaid reimbursement rates for den-
tal care have not been adjusted since the 1980’s—not even for cost-of-living adjust-
ments. How can dentists effectively provide care to patients if the system will not
afford that care?

Recent state budget cutbacks have escalated the problem of inadequate reim-
bursement rates. Dentists who have signed up to participate in the program are
often punished as their legislature targets provider reimbursement rates as a means
to reduce state Medicaid expenditures. In 2000, for example, the Iowa legislature
increased reimbursement rates from 60 to 70 percent of a dentist’s usual charges—
only to cut these rates to half that amount in 2002. It is impossible to achieve in-
creased and consistent dental participation in such an inconsistent system.

The good news is that there are success stories. The bad news is that state budget
deficits threaten these success stories. A recent study conducted by the ADA, State
Innovations to Improve Access to Oral Health Care for Low-Income Children: A Com-
pendium, shows how some states have succeeded in recent years in increasing and
stabilizing Medicaid reimbursement rates at marketplace levels—such as Michigan,
South Carolina and Delaware. The state of Michigan, for example, in addition to ad-
dressing reimbursement concerns, also worked to creatively improve the delivery of
the dental Medicaid program. With the support of the dental community, the state
contracted with Delta Dental to administer its Medicaid program within 37 coun-
ties, naming it the ‘‘Healthy Kids Dental’’ program. The result—a Medicaid program
that functions like a private program, with each Medicaid-eligible individual bearing
a Delta Dental coverage card. The program offers reimbursement rates at market
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levels, has eliminated administrative complexities and functions like a private in-
surance benefit. Since this partnership, the number of Michigan Medicaid kids seen
by a dentist has increased from 18 percent to 45 percent. Undoubtedly, this public-
private model is a success story, and there are others. As Congress contemplates
Medicaid reform, the ADA encourages efforts to closely examine models like the
Michigan model, which seek to stabilize a public insurance program to ensure access
to care.

Where state fiscal situations impede increases in provider reimbursement, state
dental societies are working to encourage improvements in the administration of the
Medicaid program. Some examples are improved case management, transportation
services to assist patients with scheduled appointments and public education on the
importance of oral health. Many dentists have faced years of frustration with the
Medicaid program, resulting in a great deal of mistrust. Too often the ADA and
other dental organizations have heard their members outline the administrative
hassles they face within these programs. Medicaid bureaucracy through lengthy pro-
vider applications, prior authorization requirements, and complex claims forms
deter provider participation. Congress should ensure that the appropriate federal
agencies work with states to help address this bureaucracy and improve the system.

Examining the problem, the ADA recommends that Congress consider the fol-
lowing when addressing Medicaid reform and improving the coordination of care de-
livered to those served by the program:
• Maintain an EPSDT benefit to ensure state requirements to provide oral health

services to mandatory beneficiaries;
• Increase the federal match and/or other funding support for oral health services;
• Encourage and support states in developing and implementing a dental care deliv-

ery system for their Medicaid eligible population that mirrors the private sector
indemnity benefit system.

CONCLUSION

Concerned about the future of the Medicaid program, the ADA is convening a
Symposium in December 2003 to address opportunities for systemic improvements
to the dental Medicaid program. Our goal is to offer recommendations to Congress
and the Administration on dental Medicaid reform.

Dentists are justifiably proud of the overall state of the nation’s oral health,
which, for most Americans, is excellent. But we cannot forget the fact that millions
of people in this country—particularly low-income children and adults—aren’t get-
ting even basic preventive and restorative dental care. These children and their par-
ents are out there suffering. There are many dentists out there who want to end
that suffering. Working with Congress and the states, together we must find the
will to break down the barriers that separate them.

PREPARED STATEMENT OF LAWRENCE A. MCANDREWS, PRESIDENT AND CEO,
NATIONAL ASSOCIATION OF CHILDREN’S HOSPITALS

The National Association of Children’s Hospitals (N.A.C.H.) is a not-for-profit
trade association, representing more than 120 children’s hospitals across the coun-
try. Its members include independent acute care children’s hospitals, acute care chil-
dren’s hospitals organized within larger medical centers, and independent children’s
specialty and rehabilitation hospitals. As the Committee discusses the challenges
facing Medicaid, we appreciate the opportunity to submit this statement for the
record describing the critical role Medicaid plays in the lives of our nation’s children
and the ability of children’s hospitals to care for them.

Medicaid is the largest health coverage program for children. It is impor-
tant to recognize that Medicaid is the largest single source of health coverage for
children, covering nearly one in four children. Children comprise more than half of
the nation’s 50.8 million Medicaid beneficiaries. As such, the future of Medicaid is
of special concern to children’s health, and therefore to the nation’s children’s hos-
pitals as well. As hospitals devoted exclusively to the health and well-being of all
children, children’s hospitals are integral to the pediatric health care safety net, pro-
viding both inpatient and outpatient care to a disproportionate share of children en-
rolled in Medicaid. Although only 3% of all hospitals, children’s hospitals provide
nearly 40% of the hospital care required by the 25.5 million children assisted by
Medicaid.

Medicaid coverage for children is low-cost. Children are a relatively inexpen-
sive group to cover. In FY 2000, children under 19 (including SSI disabled children)
accounted for only 21% of Medicaid spending. Children’s coverage is not fueling the
growth in Medicaid spending. In fact, Medicaid spending for children accounts for
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only 10% of the annual growth in total Medicaid spending. In addition, more than
50% of children in Medicaid are already enrolled in managed care plans, and Med-
icaid per capita spending for children is comparable to private coverage.

Medicaid coverage works effectively for children. During the recent eco-
nomic downturn, Medicaid has been an important safety net for children whose par-
ents have lost employer-sponsored coverage. Recently released U.S. Census Bureau
data on the uninsured indicates that the number and percentage of children (under
18 years of age) without health insurance did not change in 2002, remaining at 8.5
million or 11.6%. The Census Bureau’s report, Health Insurance Coverage in The
United States: 2002, states that a decline in employment-based health insurance
coverage of children was offset by an increase in coverage by Medicaid and the State
Children’s Health Insurance Program. The result suggests that the program—the fi-
nancing structure of which is designed to accommodate fluctuations in the econ-
omy—is working as intended.

Medicaid’s benefits are essential to meet children’s unique health care
needs. Medicaid’s benefits structure, unlike any other health insurance program, is
designed specifically to meet children’s unique health care needs, including children
with special health care needs. The health care needs of all children are special and
distinct from those of adults, but the term ‘‘children with special health care needs’’
(CSHCN) refers to a group of children who require specialized health care, habili-
tation and rehabilitation services. Frequently children with special health care
needs are limited, or have potential limitations, in their ability to function because
of a chronic or congenital illness, a major trauma, a developmental disability, or ex-
posure to a serious or life-threatening condition.

For CSHCN, simply having access to health insurance may not be adequate for
their healthcare needs because health insurance policies, like children, come in all
sizes and shapes. Private insurance often lacks the comprehensive benefits needed
by this population, such as physical and speech therapy, durable medical equip-
ment, behavioral health services, home health care and some medications. Private
insurance benefits may require that an individual be improving, a definition that
doesn’t fit for a child with cerebral palsy who may need a service to maintain func-
tion or a child with a congenital condition who may need a service to maximize their
developmental potential.

Preservation of the Medicaid program’s federal guarantee of accountability for
children’s health insurance needs under the Early and Periodic, Screening, Diag-
nosis and Treatment (EPSDT) benefit package is an essential part of sustaining the
health care safety net for children. EPSDT requires that, for children only, states
cover all Medicaid services that are determined to be medically necessary by their
physician during a regularly scheduled EPSDT screening visit. These can include
preventative services, developmental/habilitation services for very young children,
eyeglasses and hearing aids to ensure that children may learn, as well as pros-
theses, orthotics and wheelchairs that can be provided and changed as children
grow.

Medicaid affects the ability of children’s hospitals to serve all children.
Medicaid is not only the single largest program of public assistance for children’s
health care, it is the single largest payer of care delivered by children’s hospitals—
paying, on average for nearly half of the inpatient care provided at children’s hos-
pitals. Children’s hospitals also provide the vast majority of inpatient care required
by children with serious illnesses and conditions. For example, children’s hospitals
perform 99% of organ transplants and 88% of cardiac surgeries, and provide 88%
of the inpatient care for children with cystic fibrosis. In some regions, they are the
only source of pediatric specialty care, which makes children’s hospitals essential
not only to the children in their own communities but to all children across the
country.

Medicaid generally falls far short of reimbursing children’s hospitals for the cost
of providing these essential services. As a consequence, Medicaid disproportionate
share hospital (DSH) payments, which average more than $6 million per children’s
hospital, are extremely important to the financial health of these institutions. In
hospital FY 2001, Medicaid, including DSH payments, on average reimbursed only
84% of the costs of care in children’s hospitals, a percentage that fell to 76% without
DSH payments. This crucial source of funding for children’s hospitals aids in their
ability to serve all children

The specialty and critical care and trauma services that children’s hospitals main-
tain, including staffing and equipment, carry costs that are not completely covered.
But this ‘‘stand by’’ capacity assures that these services will be there when any child
needs them. Because Medicaid is a vital revenue stream for children’s hospitals, any
single reduction in funding presents financial difficulties, which in turn can lead to
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curtailing or elimination of programs—programs relied upon not only by Medicaid-
dependent children, but all children.

All children benefit from the work carried out at children’s hospitals—regardless
of whether they ever step foot inside their doors. The nation’s children’s hospitals
serve all children by fulfilling a variety of critical public needs—training most of our
nation’s doctors devoted to children, providing continuing advancements in chil-
dren’s care, performing some of the most important, cutting-edge pediatric research
and serving as centers of excellence for the sickest children in the country. Medicaid
is a partner in fulfilling those public needs, and a partner in fulfilling children’s hos-
pitals’ mission of providing quality care to all children.

Children should be central to any consideration of the future of Med-
icaid. Medicaid plays a special role in not only providing health insurance for low
income Americans but by filling in gaps in other coverage, whether for Medicare or
private insurance. In this capacity, it is a major payer for long term and home and
community-based care, as well as for mental health services, among others. Any
consideration of Medicaid’s future must recognize its many important roles, includ-
ing its absolutely critical role in the financing of health care for children.

PREPARED STATEMENT OF THE NATIONAL ASSOCIATION OF CHAIN DRUG STORES

The National Association of Chain Drug Stores (NACDS) appreciates the oppor-
tunity to submit a statement for the record on ‘‘Evaluating Coordination of Care in
Medicaid: Improving Quality and Clinical Outcomes’’ and community pharmacy’s
role in disease management programs. NACDS membership consists of 217 retail
chain community pharmacy companies that operate approximately 20,500 tradi-
tional chain drug stores, 15,100 supermarket pharmacies and 6,300 mass merchant
pharmacies. Chain operated community pharmacies fill over 70 percent of the more
than 3 billion prescriptions dispensed in the United States.

COMMUNITY PHARMACY HELPS TO ENHANCE DISEASE STATE MANAGEMENT

Pharmacy and medication therapy services are among the most commonly used
and cost-effective medical interventions in the health care system. In 2002, over 3
billion prescriptions will be dispensed to patients by retail pharmacies, with the goal
of improving an individual’s health and quality of life.

Pharmacists have a critical role in ensuring the appropriate use of medications
and the management of chronic illness. Pharmacists are most familiar with a pa-
tient’s condition and drug regimen, as they often maintain the only complete and
up-to-date record of medication used for all of a patient’s medical conditions. As
Congress considers ways to improve quality and clinical outcomes in Medicaid, it is
important for Medicaid recipients to have access to community pharmacy services,
as well as important disease management services provided by the pharmacy of
their choice.

Many Medicaid recipients could benefit from pharmacy-provided medication and
disease management programs. That is because Medicaid recipients tend to have
more chronic medical conditions requiring multiple medications, and may lack a
medical home. It is crucial to ensure that disease management programs are acces-
sible and a consistent part of the patient’s routine. The natural choice to consider
as the best manager of disease management programs is the pharmacy. Many Med-
icaid recipients may have multiple physicians, but may use the same pharmacy. The
consistent use of the same pharmacy will allow the pharmacist to track the status
of the patient more closely than other providers or systems.

DEVELOP DISEASE MANAGEMENT PROGRAMS

Medications are safe and effective when used appropriately for the condition for
which they are prescribed. An estimated $177 billion is spent in health care on hos-
pitalizations and other unnecessary medical costs such as emergency room visits for
non-life threatening circumstances. These unnecessary medical costs are routinely
from inappropriate or incorrect medication use, including noncompliance of medica-
tion regimen. It is important for Medicaid recipients who rely on multiple medica-
tions for various conditions to understand how to take their medications to optimize
therapy tailored to their particular condition or disease state.

Those enrolled in Medicaid should have access to a benefit that includes com-
prehensive pharmacy services, not just prescription drugs. Patients with chronic
conditions should be guaranteed continuous coordinated care between each of their
health care providers.
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A meaningful pharmacy benefit should include important components such as
medication therapy management programs for chronic medical conditions, refill re-
minders, extended pharmacist counseling, and outcomes monitoring and evaluation.

Disease management programs are an essential element of therapeutic care plans
and can help to reduce emergency room visits and hospital admissions. Preventative
measures associated with disease management can improve the quality of life for
patients with chronic conditions and improve their overall health care outcomes.
These programs may be structured so that those patients most at risk for certain
disease states can be identified and their therapy managed by a pharmacist in con-
junction with their health care providers in an integrated approach to patient care.
Through standardization of definitions, program components and outcome measures,
patients would be assured a minimum level of clinically accepted services to treat
a specific disease state.

Essential components of a disease management program should include:
• Setting goals for outcomes with the patient;
• Improved communication mechanisms between the physician, patient, pharmacist

and other providers;
• Documentation and feedback for evaluation of patient progress and compliance;
• Self-management tools and educational materials to aid patients with behavior

modification, compliance, self-monitoring measures and other preventative
measures;

• Overall improved access to necessary prescription drugs and other disease specific
services.

PHARMACIST ROLE IN DISEASE MANAGEMENT

Community pharmacies can help increase the pool of health care providers that
will be needed to satisfy the demand for disease management and treatment pro-
grams for Medicaid recipients with chronic conditions

Pharmacists are familiar with a patient’s conditions and drug regimens due to the
pharmacy serving as a frequent point of contact for many patients. Pharmacies also
maintain up-to-date and accurate patient records, in addition to the readily acces-
sible educational and disease management tools at the local pharmacy that enhance
the patient’s self-management techniques. In fact, many local pharmacies already
offer a variety of disease management services including diabetes self-management
services, asthma and anticoagulation care training.

There are over 50,000 community pharmacies in the country, and many of them
already provide comprehensive pharmacy services that demonstrate pharmacy’s role
in improving the quality of life of the patients they serve. Community pharmacies
are therefore a logical place for disease management to occur.

Through its Medicaid Medication and Disease Management Programs Pharmacies
can:
1. Identify duplicate drug therapies, potential drug-drug and drug-allergy inter-

actions, and out-of-range dosing, timing, and routes of administration to avoid
serious and costly complications.

2. Provide comprehensive written information and verbal counseling to consumers
for educational and comprehension purposes to ensure optimal outcomes.

3. Remind patients to refill their medications when the refill is due to reduce the
incidence of non-compliance with medication therapy, thus reducing repeated
primary care provider office and emergency room visits.

4. Assist the patient in identifying other activities, such as diet and exercise, to help
manage their condition(s).

In some instances, pharmacy-based disease management services has gained ac-
ceptance in public and private insurance programs. For example:
• Some states reimburse pharmacists for medication therapy and drug regimen

compliance for diabetes, asthma, anticoagulation or high cholesterol, HIV/AIDS,
mental health disorders, and hypertension.

• Some states require health insurance plans to provide some level of disease man-
agement to beneficiaries, and pharmacists may provide services under these
programs. At least six state statutes specifically reference pharmacists as pro-
viders.

• Some managed care plans serving Medicaid recipients also privately contract with
community pharmacies to provide diabetes self-management benefits.

The National Institute for Standards in Pharmacist Credentialing (NISPC) was
established in 1998 to create a consolidated, nationally recognized, credential for
pharmacists seeking certification in a variety of disease states. Over 1,500 phar-
macists have received this nationally recognized credential in disease specific man-
agement. After having demonstrated the level of clinical competence necessary,
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pharmacists develop and supervise successful disease management programs that
offer a wide range of patient and disease specific services for diabetes, asthma,
anticoagulation, or high cholesterol.

The competencies and credentialing standards are based on national standards
developed by experts representing the National Association of Chain Drug Stores,
the National Community Pharmacists Association, the American Pharmaceutical
Association, the National Association of Boards of Pharmacy and other pharmacy
organizations.

Evidence of the value of pharmacists has been published in key studies that dem-
onstrate the broad range of pharmacist—provided patient care interventions. These
studies have resulted in improved disease state and drug therapy management,
greater patient satisfaction, improved quality of life and economic savings. For in-
stance, the Asheville Project began in March 1997 as an effort of the City of Ashe-
ville, a self-insured employer to reduce unnecessary health care costs. As docu-
mented in four articles of the Journal of the American Pharmaceutical Association,
the project resulted in a system in which pharmacists developed thriving patient
care services in their community pharmacies, with employees, retirees, and depend-
ents with diabetes experiencing improved A1c levels, lower total health care costs,
fewer days of missed work, and increased satisfaction with pharmacist’s services.

IMPROVING THE CURRENT DISEASE MANAGEMENT SYSTEM

The provision of disease management services and accompanying payment for
these services are as important as providing the drug product itself. In order to pro-
vide continuous quality service to patients with chronic illnesses, pharmacies must
be properly compensated to cover the costs of providing disease management prod-
ucts and services. For disease management programs to be effective in the Medicaid
population, pharmacists must be able to be compensated by Medicaid as other pro-
viders do.

Pharmacies continue to seek payment as providers while providing disease man-
agement services to Medicaid recipients. The methods employed by pharmacists to
improve outcomes serve to decrease chronic illness related health care expenditures.

CONCLUSION

Community pharmacists are the most accessible health care professionals in many
areas of the country. Medicaid beneficiaries should be able to receive necessary dis-
ease state management services provided by community pharmacists. Any Medicaid
disease management program should provide coverage for such care and allow for
the participation of qualified pharmacists. The program should also allow bene-
ficiaries to have access to valuable pharmacy-based disease management and medi-
cation therapy management services in addition to prescription drug products.

We appreciate the opportunity to submit these comments for the record, and ask
that the committee members direct any questions to us about this statement. Thank
you.

PREPARED STATEMENT OF THE NATIONAL ASSOCIATION OF COMMUNITY HEALTH
CENTERS

The National Association of Community Health Centers (NACHC) appreciates the
opportunity to submit the following statement for the record on the unique role of
health centers and related health center initiatives to effect positive health out-
comes for beneficiaries under the Medicaid program. NACHC is the advocate voice
for our nation’s over 1000 Community, Migrant, and Homeless Health Centers and
Public Housing Primary Care Centers, and the patients and communities they
serve.

As the Committee gathered from prior NACHC testimony, community health cen-
ters are one of the most important assets we have in providing high quality, cost-
effective, primary and preventive health care to millions of people living in medi-
cally underserved communities regardless of their ability to pay.

Community health centers play a critical role in building bridges to better care,
and they are an intricate part of the health care safety net, in place to catch those
who fall through the cracks. Health centers today serve as the family doctor and
health care home for 14 million Americans in over 3,400 urban and rural commu-
nities across the country.

One in nine Medicaid recipients, one in six low-income children, one in eight unin-
sured individuals, and one in ten rural Americans benefit from health centers
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(known in Medicaid law as Federal Qualified Health Centers, or FQHCs). Among
the millions of people served by health centers:
• 40% depend on coverage through Medicaid or SCHIP, the State Children’s Health

Insurance program;
• 40% lack health insurance coverage; and
• 86% are living in families with incomes at or below 200% of the Federal Poverty

Level (FPL).
Moreover, health centers are at the center of a multi-year initiative to strengthen

the health care safety net. Both the Bush Administration and a bipartisan majority
in Congress, led by Chairman Bilirakis and Ranking Member Brown in the House
of Representatives, are committed to expanding the ability of health centers to reach
even more patients; a combined effort that to date has enabled health centers to
provide care to more than 3 million new people, and that will eventually increase
health center access points by 1,200 over five years and double the number of people
served.

Time and time again, these centers have demonstrated their ability to provide ef-
fective care—reducing infant mortality, decreasing hospital admissions and lengths
of stay. However, as the health care needs of low-income individuals continue to
grow, so do the challenges to health centers in sustaining their ability to provide
quality care to Medicaid beneficiaries and other patients. Current budget shortfalls
threaten state and local financial support of health centers, even though their cost
of care is among the lowest of all providers. Reductions in Medicaid eligibility, bene-
fits, and other areas potentially jeopardize the ability of health centers to continue
to provide care to all patients, including Medicaid patients.Undoubtedly, for the
community health center program to sustain its efforts at improving the health of
the millions of Medicaid beneficiaries and others it serves, Congress must preserve
the program’s unique interrelationship with Medicaid and seek to expand upon the
successes of health centers to effect positive health outcomes.

IMPROVING HEALTH OUTCOMES THROUGH COLLABORATION

A major reason for the success of health centers in improving care for Medicaid
beneficiaries and other individuals is found in the growing number of health centers
participating in a federally-supported effort called the Health Disparities
Collaboratives, aimed at improving health outcomes for chronic conditions among
the medically vulnerable. Developed by the Health Resource Service Administration
(HRSA) Bureau of Primary Health Care (BPHC), the initiative is structured around
the chronic care model, defined as ‘‘a population-based module that relies on know-
ing which patients need care, assuring that they receive knowledge-based care and
actively aids them to participate in their own care.’’ The Collaboratives were de-
signed to cover all chronic illnesses and, ultimately, prevention as well. Currently,
participating health centers focus on diabetes, cardiovascular disease, asthma, de-
pression, prevention, cancer, and/or HIV.
Background

The Health Disparities Collaboratives initiative was developed to change the way
health care is delivered—from a provider-oriented to a patient-, family- and commu-
nity-oriented system. Patients and clinicians want a holistic, unified approach that
works for both of them. Since 1998, more than 450 health centers have begun to
participate in the program, and by the end of 2003 the number will exceed 600, or
two-thirds of all health centers—marking significant progress toward meeting the
federal goal of having all BPHC-supported health centers enrolled in these
Collaboratives by 2005.
Purpose

The Collaboratives seek to transform care through a systems model that identifies
and tracks which patients need care for each health condition, apply the most cur-
rent clinical knowledge and practice guidelines to the care that is provided, and ac-
tively involve patients in their own care by educating them on their condition and
encouraging them to set their own health improvement goals. To achieve this last
objective, Collaboratives stress planned individual and group visits to help patients
track their improvement and to continue meeting their goals. Self-management edu-
cation has been shown to be more effective than simply providing information to pa-
tients in improving clinical outcomes, and it possibly reduces costs associated with
caring for the chronic condition.

Vital to the success of the Collaboratives also are patient registries that improve
clinicians’ ability to track the course of each patient’s treatment and progress. In
a recent case study of five health centers in various locations throughout the U.S.,
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interviewed center staff consistently considered these registries as critical in reach-
ing significant improvements in patient health.
Operation

Health centers operating Collaboratives participate in intensive, year-long learn-
ing and improvement activities. Multi-disciplinary health center teams attend three
learning sessions conducted by the Institute for Healthcare Improvement under con-
tract to HRSA that use a performance-based method of learning that supports
teams from several health centers to apply, adapt, share, and generate knowledge
about best practices, and to spread these best practices to other health centers. By
design, the Collaboratives are to be implemented in care delivery systems quickly
and efficiently. In the years following their intensive learning experience, health
center clinical teams disseminate best practices to other health centers and continue
to report progress on nationally shared measures.

Substantial health center resources are necessary to implement this model that
successfully changes the delivery of chronic care and improves patient outcomes.
Health centers must devote a multi-disciplinary team of three to five staff mem-
bers—including a technical expert knowledgeable in both the subject area and the
process of care and a team leader that oversees the day-to-day operation—ensures
that the program is implemented, and oversees data collection. Data collection is a
critical component of the Collaboratives and requires extensive development on the
part of the health center.

Besides these resources, health centers must also devote valuable time to imple-
ment and administer the initiative. For example, the health center must allocate at
least three to four hours a week in its already busy schedule for the team to work
on the Collaboratives. Additionally, the team must take time away from the health
center to participate in several learning sessions. These time and resources require-
ments fall on already financially strapped health centers seeing a growing number
of patients.
Achievement

Today, almost 25 percent of all health center medical visits are for chronic condi-
tions—most notably diabetes, hypertension, asthma and other respiratory illnesses,
and heart conditions—or for mental health problems, and nearly 30 percent of med-
ical encounters are for prenatal care or for key preventive services, like breast and
cervical cancer screenings, immunizations, and HIV testing. Thus, the ability of the
Collaboratives to improve the health of center patients will undoubtedly assist in
closing the health gaps for the medically vulnerable in the U.S., and in elevating
the quality of care provided through the centers because:
• The health centers are infused with the latest evidenced-based research and treat-

ment protocols related to each of these diseases;
• Their clinicians are now able to more closely monitor our patients and provide

care that is culturally-competent; and
• Their patients are more energized to be even more involved in their treatment

and management of their conditions.
Whether measured in terms of individual health center patients or large popu-

lations, the Collaboratives demonstrate that it is possible to transform the health
care system from one of sickness care to one that is truly about health care.
Collaboratives are powerful drivers for positive change, through generating im-
proved outcomes faster than traditional models of training or individual patient-doc-
tor consultation, and efficiently and effectively translating research into practice.
For example, only two months after the results of a clinical diabetes prevention trial
were reported in the medical literature, health centers were busy learning how to
put the knowledge gained from the trial into practice.

As a result of the work of the Collaboratives, the Institute of Medicine com-
mended health centers in a recent report, Fostering Rapid Advances in Health Care:
Learning From System Demonstrations, saying that their ‘‘strong record in chronic
care management, electronic patient registries and performance measure-
ment . . . contribute to providing care that is at least as good as, and in many cases
superior to, the overall health system in terms of better quality and lower costs,’’
and recommended health centers as models for reforming the delivery of primary
health care. The General Accounting Office also recently recognized the
Collaboratives as a promising federal program targeting health disparities that
should be expanded.

IMPROVING HEALTH OUTCOMES THROUGH PERFORMANCE MEASURES

The Collaboratives are only the latest advance in a long history of quality health
care delivery by health centers. Numerous studies over the years have documented
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that health centers deliver effective, high quality health care, using both objective
and comparative measures of performance. For example, a recent article in a peer-
reviewed journal examined various health policy studies and reports documenting
the success of health centers in reducing and eliminating health disparities. Some
highlights from the article include the following important findings:
• Medicaid beneficiaries who sought care at health centers were 22 percent less

likely to be hospitalized for potentially avoidable conditions (Ambulatory Care
Sensitive Conditions, or ACSCs) than beneficiaries who obtain care elsewhere,
and were 16 percent more likely to have outpatient visits for ACSC-associated
conditions. As a result, health centers have demonstrated reductions in Med-
icaid costs of 30 percent to 34 percent, compared with patients receiving care
elsewhere.

• Prevention and screening services provided at health centers have been instru-
mental in reducing disparities. For mammograms, clinical breast examinations,
and up-to-date Pap smears, health center women far exceed the national rate
for comparable women, and meet or exceed the Healthy People 2010 goals for
those categories.

• Even though health center women are more likely to be at greater risk for adverse
pregnancy outcomes, their infant mortality and low birth weight rates are at
or below the national averages for all women.

• Health center practices meet or significantly exceed literature-based standards for
treatment of the most common conditions of hypertension, acute otitis media,
diabetes, and asthma on over 80 percent of the care elements. For example,
health center diabetics were twice as likely to have their glycohemoglobin tested
as scheduled than the national population.

• Health center uninsured adults are more likely to receive counseling on lifestyle
issues (such as diet and eating habits, physical activity, smoking, drinking, and
drug use) than uninsured adults who seek care elsewhere.

REDUCING DISPARITIES IN CARE FOR MEDICAID BENEFICIARIES

A study conducted recently by researchers at the George Washington University
Medical Center’s School of Public Health and Health Services found that higher
penetration of health centers into states’ medically underserved communities is as-
sociated with significant reductions in minority health disparities. As the number
of health centers serving medically underserved patients grows, this health dis-
parity gap narrows in such key health indicators as infant mortality, prenatal care,
tuberculosis case rates, and age-adjusted death rates. Significantly, the study found
that comprehensive Medicaid coverage, coupled with the clinically customized and
supported health care provided by health centers, ‘‘may yield the most effective med-
ical care strategy’’ for reducing disparities in health care for beneficiaries of Med-
icaid.

The findings from this study add significantly to the already large and still-grow-
ing body of evidence that health centers are doing a remarkably effective job at pro-
viding the right kind of care for everyone they serve, regardless of race, income, in-
surance coverage, location, or primary language.

IMPROVING HEALTH OUTCOMES THROUGH PATIENT NAVIGATION

Community health centers have learned a lot of lessons over the last forty years
of providing health care, one of the important of which is that it is not enough to
open your doors and offer care, but that you must also reach out to individuals and
help them get that care. To be certain, deeply rooted obstacles to accessing care
exist even when health services and programs, like Medicaid, are theoretically avail-
able and affordable. Poverty, geographic isolation, cultural and ethnic differences,
lack of transportation, low literacy, lack of knowledge regarding the need for or
availability of health services are all barriers to health and social services for mil-
lions of unserved and underserved Americans. Availability does not equal utiliza-
tion.

People who are local, indigenous members and residents of underserved commu-
nities are uniquely knowledgeable about their population’s needs. Where such indi-
viduals are already serving as natural helpers, they communicate to health pro-
viders the needs of community members, provide quality health promotion and dis-
ease prevention information to community members and serve as a crucial link be-
tween their communities and providers to increase utilization of available preven-
tive health services and to use existing health services appropriately.

As voices from within the health care system, the job of these individuals, other-
wise known as Patient Navigators, is to bridge gaps and eliminate disparities in a
fragmented system that is often a challenge too great to overcome—especially
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among rural, urban, minority, and medically underserved communities. By guiding
patients through the maze of what can be a sometimes-confusing healthcare system,
especially in the case of Medicaid, patient navigation serves an effective way to in-
crease access to care and improve health outcomes.

By their very nature, Patient Navigators are familiar with Medicaid eligibility re-
quirements, community housing, prescription drug access, and other programs that
might be available to help patients pay for their treatment, and they would also
know whether local community-based organizations offer ride services in that area
for medically underserved patients to get to their medical appointments.

To be sure, many federal and state programs, like Medicaid, have been created
to aid poor and underserved communities, yet obstacles in the health care system
are still an impediment to care for many Americans. Patient Navigation can in-
crease efficiency and access—not by creating new healthcare programs, but by in-
creasing access to health care and programs that already exist.

For example, the National Breast and Cervical Cancer Early Detection Program
and the National Breast and Cervical Cancer Treatment Act—programs funded by
the federal government and operated in large part through health centers—enable
underserved women to be screened and treated for breast and cervical cancers. Pa-
tient Navigator programs work within the community health care system to bolster
community outreach and support for these types of programs and to ensure that eli-
gible women are educated, enrolled, and informed about their coverage options if di-
agnosed.

By breaking down barriers associated with accessing the health care system, Pa-
tient Navigator programs can serve as a cornerstone for federal and state health
care initiatives and can improve health outcomes. As such, Patient Navigators help
ensure that the health resources Congress and State Legislatures have already put
into communities are used effectively.

All told, Patient Navigation programs work to build community education and
trust, but they are also plugged into the community health care system. This com-
bination allows Patient Navigators to serve as liaisons for patients between a com-
plex care system and the ultimate goal—access to quality care and the improvement
of health outcomes.

Congress has an opportunity to implement and expand the use of Patient Naviga-
tion in Medicaid and other areas by passing the bipartisan Patient Navigator,
Outreach and Chronic Disease Prevention Act (S.453/H.R. 918). This legisla-
tion would allow communities across the country to establish community-based pa-
tient navigator programs aimed at improving the health and quality of care received
by individuals, including those under Medicaid.

DELIVERING MEDICAID SAVINGS THROUGH QUALITY CARE

The provision of high-quality health care, with a special, community-driven focus
on the unique health needs—not to mention the special linguistic and cultural
needs—of the populations they serve, has enabled health centers to deliver savings
to all payers, but especially to Medicaid. According to one recent study, preventable
hospitalizations in communities served by health centers were lower than in other
medically underserved communities not serviced by health centers. Patients in un-
derserved areas served by these centers had 5.8 fewer preventable hospitalizations
per 1,000 people over three years than those in underserved areas not served by
a health center. Several other studies have found that health centers save the Med-
icaid program more than 30 percent in annual spending per beneficiary due to re-
duced specialty care referrals and fewer hospital admissions. Based on that data,
it is estimated that health centers already save almost $3 billion annually in com-
bined federal and state Medicaid expenditures. Of those savings:
• $1.8 billion is in reduced federal Medicaid spending, an amount that exceeds the

total of all Medicaid payments to all health centers last year; and
• Over $1.2 billion is in reduced state spending, an amount that is more than four

times the current national total of direct state funding to health centers across
the country.

CONCLUSION

It is clear that health centers could be the foundation for reforming how states
provide health care to the poor, especially in tough economic times. Time and again,
health centers have demonstrated their ability to generate significant cost savings
for Medicaid and other parts of the health care system, even as they improve the
well-being of their patients and communities. As Congress moves forward on consid-
ering ways in which to reform Medicaid, it is critical that it keep in mind these
health center efforts and successes, and seek to expand the excellent ability of these
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1 Rosenbaum S. ‘‘Medicaid.’’ New England Journal of Medicine. 346(8): 635-640. 2002.

centers to effect positive health outcomes for Medicaid and other medically vulner-
able patients.

PREPARED STATEMENT OF SANDEEP WADHWA, MD, MBA, VICE PRESIDENT, MEDICAL
MANAGEMENT SERVICES, MCKESSON HEALTH SOLUTIONS, MCKESSON CORPORATION

I am pleased to submit this statement on behalf of McKesson Corporation to the
Subcommittee on Health of the House Committee on Energy and Commerce, subse-
quent to the October 15, 2003 hearing on Evaluating Coordination of Care in Med-
icaid: Improving Quality and Clinical Outcomes.

As the world’s largest healthcare services company, McKesson is the industry
leader in the provision of disease management services for state Medicaid programs.
As such, we are uniquely positioned to provide Congress with information on the
use of disease management programs to improve quality and clinical outcomes in
the Medicaid population while decreasing health care costs.

Our disease management clients cover a broad host of purchasers of health care,
including:
• State contracts for the Fee-for-Service Medicaid populations in Mississippi, Wash-

ington, Oregon, Colorado, Florida, New Hampshire, and Montana
• Managed Medicaid plans such as Columbia United Providers, Triple-C (Puerto

Rico) and the Santa Clara Family Health Plan
• Individual high risk insurance pools like CoverColorado and the Oklahoma

Health Insurance High Risk Pool
• Commercial health plans such as Blue Cross Blue Shield Federal Employees Pro-

gram and Blue Cross Blue Shield of Texas
• Medicare+Choice plans such as Order of Saint Francis and Group Health Insur-

ance
McKesson is the industry leader in care management services and software and

also has market leadership positions in demand management and utilization cri-
teria. Furthermore, we are leading providers of physician and quality profiling soft-
ware and case management workflow software. As an early provider of these pro-
grams, we have been delivering disease management services since 1996.
McKesson’s disease management programs leverage our experience with patient
services, pharmacy management, and health care quality improvement activities.
Many of these programs and services reflect the capabilities and expertise of our
170 year old company, one of the largest nationwide distributors of pharmaceuticals
and health care products and the largest health information technology company in
the world.

Over the past two years, many states have turned to disease management to help
address their Medicaid crisis. In particular, the costs for state Medicaid fee-for-serv-
ice (FFS) programs are rising dramatically. The FFS population does not have many
of the quality improvement and cost-control measures available to those enrolled in
Medicaid managed care. The FFS population also has a disproportionate share of
the Supplemental Security Income disabled population. Although the disabled popu-
lation is only 17% of the Medicaid population, it accounts for nearly 40% of its
costs.1 Care coordination efforts with a particular focus on the disabled population
provide a major opportunity to improve access to care, empower patients to control
their conditions, enhance the quality of care, and reduce avoidable Medicaid costs.

QUALITY IMPROVEMENT

The care coordination process begins with a comprehensive effort to identify pa-
tients with a chronic illness. Patients are identified primarily through historical
medical claims analysis. This process is highly efficient and accurate and allows for
a comprehensive population-based identification method rather than relying on cost-
ly and more fallible chart reviews at physicians’ offices. Initially, the physicians of
those patients who have been identified are contacted. Direct mailings then go out
to the patients informing them of the chronic care management program’s design
and goals. Community based awareness campaigns also help to raise awareness
among patients and physicians.

Once patients have been identified, enrollment campaigns ensue. Initial enroll-
ment and assessment takes place telephonically or through face-to-face meetings
with patients. Participation in the programs is voluntary. In our experience, fewer
than 5% of eligible patients have opted-out of these programs, and the highest rates
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of participation are among those who are the sickest, the frailest and the most vul-
nerable.

Most patients in Medicaid FFS see multiple physicians without one serving as the
primary coordinator of care. The absence of a physician ‘‘quarterback’’ contributes
to excessive testing, medication errors, and miscommunications. A key dimension of
disease management interventions is assisting the patient in voluntarily identifying
a ‘‘medical home’’, which is a physician or a clinic primarily responsible for treating
and managing the patient’s chronic condition. Once a medical home is established,
the disease management nurse cements the relationship by serving as an advocate
for the patient and informing the physician of symptoms, self management prac-
tices, and gaps with nationally accepted clinical guidelines. The quality of the pa-
tient/physician interaction is enhanced through patient education and nurse advo-
cacy.

In Mississippi, McKesson has partnered with the University of Mississippi Med-
ical Center (UMC) and with the Mississippi Primary Health Care Association, the
trade organization of community health centers, to educate providers and bene-
ficiaries about the disease management initiative. The Mississippi disease manage-
ment program is targeted to more than 35,000 Medicaid patients with diabetes,
asthma or high-risk hypertension. Twenty thousand patients are targeted in the
asthma program which is predominately for children whose average age is 12. Ap-
proximately 15,000 patients, with an average age of 44, were identified for the dia-
betes and high-risk hypertension program. This partnership, which was launched in
the spring of 2003, has been extremely successful in generating a high level of par-
ticipation. Ninety-seven percent of all patients who were contacted for enrollment
agreed to participate in the program.

Another aspect of disease management is addressing the slow adoption of national
clinical practice guidelines in the Medicaid population. The poor and disabled are
more apt to be undertreated than commercially insured populations. Patients are
educated on the guideline recommendations and encouraged to discuss the appro-
priateness of the recommendations with their physicians. McKesson presents re-
ports to providers on the gaps that exist between practice and guideline rec-
ommendations. Through clinical decision support tools and patient empowerment,
disease management programs are designed to reduce errors of omission and im-
prove the quality of care. In Mississippi, UMC physicians reviewed and customized
McKesson’s protocols to make sure they were appropriate for Mississippi bene-
ficiaries. For example, UMC physicians ensured that the terminology and images in
the printed materials were easily understood and culturally appropriate, and that
the program objectives were aligned with the state’s standards of care.

CLINICAL OUTCOMES

Improving care coordination, guideline adherence, and patient education results
in improvements in clinical outcomes. This has been particularly evident in Wash-
ington State where McKesson has been providing disease management services for
21,500 Medicaid beneficiaries with asthma, diabetes or heart failure since April,
2002.

In just over one year, the program has documented clinical outcome improvements
as well as financial savings to the state. In the asthma program, which serves 9,500
patients, the flu vaccination rate increased 28% in one year. The flu vaccine not only
prevents asthma exacerbations, but also reduces costly hospitalizations. Regular use
of anti-inflammatory drugs, which are a key intervention in controlling the symp-
toms of asthma patients, increased 14% over the year. Additionally, the number of
patients who used an asthma action plan more than doubled, from 11% at enroll-
ment to 25% at the end of one year. An asthma action plan is an important patient
guide to self management and symptom monitoring and can reduce the morbidity
associated with asthma.

Heart failure is largely the consequence of hypertension or heart damage sus-
tained from heart attacks and is especially prevalent in the Medicaid disabled popu-
lation. In the Washington Medicaid heart failure program, which serves 2,300 pa-
tients, the number of patients monitoring their weight daily increased by 74% in
one year. By tracking their weight on a daily basis, patients with heart failure de-
tect insidious weight gain, which indicates fluid build-up, and can notify their doc-
tors before the condition becomes so severe as to threaten breathing or life. Over
the year, hospitalizations in this population have decreased by over 25%.

The diabetes epidemic linked to increased rates of obesity affects both disabled
adults and overweight children. Adults with diabetes typically have several related
conditions such as high blood pressure, cholesterol problems, and obesity. The goal
of disease management programs is to improve control of patients’ blood sugar levels
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and also better manage their other risk factors. In the Washington diabetes pro-
gram, which serves 9,600 patients, there was a 33% increase in the number of pa-
tients who knew their hemoglobin A1c level. The hemoglobin A1c is a key measure
of long term sugar control. By teaching the patient the importance of this number,
nurses have encouraged patients to participate more actively in their care and un-
derstand the physician’s treatment goal. There was also a 48% increase in regular
aspirin use in this population of diabetics. Aspirin use has been shown to dramati-
cally reduce the risk of heart attacks in patients with diabetes.

These clinical improvements reflect the intense efforts of nurses to provide pa-
tients with the information, strategies, and skills to gain control of their chronic
conditions and to work with their physicians to reinforce treatment recommenda-
tions. Disease management programs not only provide vulnerable Medicaid popu-
lations with nurse coaching and advocacy support; they also empower patients
through skills and education to be more active participants in their care. In many
instances, McKesson directs the intervention to the caregivers of the Medicaid pa-
tient. The caregiver is often the mother or guardian of a child with asthma or the
spouse or daughter of a Medicaid disabled patient. These caregivers endure tremen-
dous stress in caring for a patient, and the disease management nurses provide
them with training, reassurance, support and knowledge to sustain them as effec-
tive caregivers.

BUDGET IMPACT

Perhaps the central barrier to chronic care management in Medicaid is over-
coming the initial costs associated with implementing and providing these services.
While these programs have demonstrated net cost savings through reductions in
avoidable utilization, there are clearly costs associated with their provision.

Most states are including provisions for guaranteed financial savings in their
Medicaid disease management contracts to ensure that they are either budget nega-
tive or budget neutral, a practice that has facilitated rapid adoption. If net savings
to the state are not achieved, the disease management program must refund a cer-
tain amount of the fees paid by the state. Third party auditors or evaluation firms
are usually hired by states to verify or conduct their reconciliation analysis.

The state of Washington program guarantees over $2 million in savings in the
first year of operations, and current estimates from the state indicate this will be
exceeded. Savings from this program largely arise from reduced hospitalizations and
emergency room visits due to improved disease control. The savings estimate in-
clude costs for implementation and program costs. McKesson and the state of Wash-
ington were recently recognized by the Disease Management Association of America
as the leading Medicaid disease management program, based on the its evidence of
quality improvement and public/private partnership.

RECOMMENDATIONS

Based on McKesson’s experience with Medicaid FFS disease management pro-
grams, we would like to offer the following recommendation to the committee.

1) Federal regulatory barriers impede the ability of states to utilize disease man-
agement services. While managed care innovations are generally able to be imple-
mented with a 1932(a) amendment to a state’s Medicaid plan, most states have to
seek a Medicaid 1915(b) waiver in order to offer disease management services to
that population group. CMS categorizes disease management as a prepaid ambula-
tory health plan (PAHP); however, the 1932(a) exemption does not apply to PAHPs.
Congress can play an important role in expanding the use of disease management
services by addressing the regulatory hurdle to their adoption in Medicaid.

2) Ambiguity surrounding the payment for disease management services for those
eligible for both Medicaid and Medicare coverage (e.g. dual eligibles) prevents many
states from offering programs that would benefit this particularly vulnerable and
costly population. Clarification of policies by Congress and CMS would enable states
to provide these needed services to improve care and treatment outcomes and appro-
priately reduce costs.

CONCLUSION

McKesson’s experience with Medicaid FFS disease management programs indi-
cates that effective disease management programs lead to improved quality and
clinical outcomes while reducing Medicaid expenditures. The outcomes-focused, evi-
dence-based interventions provided in disease management programs improve co-
ordination of care and adherence to guidelines and empower patients with appro-
priate knowledge and resources.
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As Congress grapples with improving the quality and delivery of health care, we
support the greater utilization of disease management programs as a vital way to
enhance clinical outcomes for Medicaid beneficiaries, while concurrently reducing
the cost of delivering better care. We look forward to working with you and mem-
bers of this Subcommittee as you address these important concerns.

FOLLOW-UP TO THE WRITTEN TESTIMONY OF RHONDA M. MEDOWS, M.D., SECRETARY
OF THE AGENCY FOR HEALTH CARE ADMINISTRATION

BENEFITS TO BENEFICIARIES

The Florida Medicaid disease management program provides additional health
education and supportive services to beneficiaries living with chronic disease includ-
ing diabetes, asthma, heart failure, hypertension, hemophilia and HIV/AIDS. Each
disease state program provides individualized health education materials, supple-
mental medical aids such as blood pressure cuffs and weight scales and nursing sup-
port to the specific population served. At the core of each program are nurse care
managers who work with beneficiaries on a one-on-one basis, telephonically or face-
to-face, to empower participants to improve their health through behavior and life-
style changes. The nurse care managers coordinate care with the beneficiary, the
family, the primary care physician and other community support organizations in-
volved in the health of the individual. In addition, each program offers 24/7 access
to a nurse, via a toll free number, to every beneficiary that is eligible for disease
management.

The Florida: A Healthy State program (FAHS), part of an innovative public-pri-
vate partnership between the Agency for Health Care Administration and Pfizer
Inc. was the first disease management program to manage multiple disease states.
It’s community-based program with 60 nurse care managers in 10 hospital systems
is also the largest, with over 115,000 beneficiaries living with diabetes, asthma, hy-
pertension and heart failure enrolled. The program, now beginning a second term,
has demonstrated success in improved clinical results, lower utilization of high cost
inpatient services and emergency department visits, which lead to overall cost sav-
ings. The table below illustrates the program impact on utilization at the end of the
first year.

Overall Hyper-
tension Asthma Diabetes Heart

Failure

Inpatient Days ..................................................................................... ↓12.6% ↓15.0% ↓0.7% ↓13.7% ↓6.0%
Emergency Room Visits ....................................................................... ↓1.0% ↓0.7% ↓4.0% ↓1.8% ↓1.3%
Sample Size ......................................................................................... N=3,947 2,014 733 1,003 197

This analysis compared the number of emergency department visits and inpatient days in two groups, a) care managed and b) non-care
managed. Claims data from July 2001 to December 2002 was analyzed. To be eligible for inclusion, both groups had enrollees that were Med-
icaid eligible continuously from July 2001 to December 2002, and were matched for eligibility category (SSI vs. TANF), disease state, prior uti-
lization and length of time in the program.

In addition, population level improvements demonstrate that the program has
successfully educated patients about their disease and health care, increased their
abilities to self-manage, and changed health-related behaviors. The measurement of
these health behaviors is indicative of the beneficiary’s self-management skills, life-
style indicators, and perceived quality of life. This data is self-reported by the bene-
ficiary to the nurse care manager, using nationally recognized and validated instru-
ments for data collection. A more detailed description of the instruments is at-
tached, please reference the attachment ‘‘Self-Management Outcome Measures’’.

Health Behaviors Program Im-
pact

Non-Smokers (n=949) .............................................................................................................................................. ↑3.7%
In Process of Quitting Smoking (n=949) ................................................................................................................ ↑35.4%
Following a Special Diet (n=1,720) ......................................................................................................................... ↑14.0%
Regular Physical Activity (n=982) ........................................................................................................................... ↑13.9%
Medication Compliance 2 (n=969) ........................................................................................................................... ↑39.0%
General Health Status 3

Physical Health (n=1,834) ....................................................................................................................................... ↑3.4%
Mental Health (n=1,834) ......................................................................................................................................... ↑4.9%

1 N is the number of beneficiaries with an initial health risk assessment for which a follow-up assessment has been completed. A response
to the question related to the measure at both initial and follow-up, with a minimum thirty-day period between them, is required. A total of
12,365 beneficiaries have completed an initial assessment.
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2 Medication Compliance is measured on a 12-point scale (0=very compliant, 12=very non-compliant).
3 General health status is based on the SF12, a validated measure of general health status. A higher value indicates better health.

Clinical markers are reported specifically for each disease state based on nation-
ally recognized clinical treatment guidelines and standards of care. Examples are:
• Asthma

• Asthma severity classification (NHLBI Classification)
• Peak Flow Meter use

• CHF
• NYHA Classification (New York Heart Association)
• Weight Monitoring
• Cholesterol values
• Blood Pressure

• Diabetes
• HbA1c values
• Cholesterol values
• Blood Glucose
• Self foot exams
• BMI (Body Mass Index)
• Blood Pressure

• HTN
• Alcohol use
• Global Risk score (calculated using CMS data system)
• Aspirin use
• BMI (Body Mass Index)
• Cholesterol values
• Blood Pressure Data

A complete report on program impact and outcome measures is attached. Please
reference the documents ‘‘Florida: A Healthy State of the Program, Summer 2003’’
and ‘‘Florida: A Healthy State A Florida First Health Care Initiative, Program Up-
date, June 2003’’.

DATA ANALYSIS

Data management capabilities are one of the most important components of a
quality DM program, and leads to more robust outcome measurements. In the dis-
ease management programs, information is captured throughout the program to as-
sess improvement processes across several general domains, including health behav-
iors, patient self-management skills, clinical indicators, psychosocial outcomes, and
health care utilization and revolves around three key areas: 1) medical record infor-
mation, including laboratory test values, 2) claims data for inpatient hospitaliza-
tions and ED visits and 3) self reported data from participants. Every effort is made
to insure that complete information is collected from the program participants to in-
sure adequate statistical power to analyze the relationships between various inter-
vention components and associated program outcomes.

Health Behaviors—Information about current health behaviors, including diet, ex-
ercise, and smoking status, are captured and stored in the disease management
data system at baseline, at all relevant follow-up contacts with care managers, and
summarized in regular reports.

Patient Self-Management Skills—To determine whether the program is positively
impacting patients’ self-management skills, relevant information regarding self-
monitoring is collected as well. This includes, but is not limited to self-monitoring
of weight for patients with heart failure, home self-monitoring of blood glucose and
daily foot exams for patients with diabetes, and home blood pressure monitoring for
patients with chronic heart disease. Medication adherence is also measured at least
annually using a 9-item validated self-report medication compliance scale (Morisky
DE, Green LW, Levine DM. Med Care 1986. Jan:24(1):67-74.).

Clinical Indicators—To determine whether the program has had a positive impact
on patients’ health status, a number of clinical measures are also captured during
regular nurse care manager contacts with program participants including results of
laboratory tests, vital signs, and symptoms. This data is retrieved using a variety
of methods, from patient self-reports, to manual review of the medical record, to a
pilot of home self-testing by beneficiaries, scheduled to begin this month.

Psychosocial Outcomes—We define psychosocial outcomes as outcomes that rep-
resent influences on patient health-related perceptions and beliefs. Several indica-
tors of psychosocial improvement are used throughout the course of the programs
including health status, self-efficacy, and patient satisfaction. The SF-12, a com-
monly used and validated instrument to assess health status across all conditions
is administered annually. Self-efficacy regarding self-management for each disease
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is also measured via the SF12 to assess patients’ confidence in their ability to do
what is necessary to manage their condition. This kind of efficacy is a powerful
measure of patient empowerment, and a strong predictor of actual health behaviors.

To determine the level of patient and provider satisfaction with the disease man-
agement program, both patient and provider satisfaction are measured. Included in
the measure of patient satisfaction are questions regarding overall satisfaction with
the program, satisfaction with program staff, usefulness of information received, sat-
isfaction with assistance with adherence to treatment and self-management plan,
and whether patients would recommend the program to family or friends. An inde-
pendent third party consultant was utilized to conduct a telephonic patient satisfac-
tion survey for the FAHS program. Results are expected within the next quarter
from the University of Florida.

Service Utilization—Claims data is used to collect and analyze information on
service utilization to assess whether the program is influencing appropriate hospital
admissions, number of days in the hospital, and reducing unnecessary or inappro-
priate medication and emergency room use.

POSSIBILITIES FOR IMPROVEMENT OF OUTCOMES MEASUREMENT

There are a number of ways that the Disease Management (DM) industry can im-
prove our ability to demonstrate the value of DM programs. Obviously, conducting
tightly controlled studies of disease management would be ideal, but this is not al-
ways possible, and almost always impractical in applied settings. Short of con-
ducting randomized controlled trials, however, there are approaches that can be
used to better demonstrate the effectiveness of DM programs. The industry is begin-
ning to see value in sophisticated analytic techniques like time series analysis, or
regression discontinuity designs to evaluate the savings associated with a program.

Use of the most sensitive and appropriate measures of program success is critical
to accurate outcome reporting. While there have been a number of recent efforts in
the DM industry to develop a standard set of outcomes measures and metrics for
DM programs, to date there has not been a widely accepted version. Of primary im-
portance is choosing measures that are sensitive to the change that the program is
hypothesized to effect. These measures include care management processes and
health care delivery processes defined below.

Care Management Processes are specific to the duties performed by the care man-
agers and include information about patient engagement, services and assessments
performed during all patient contacts, ongoing monitoring of additional intervention
components including patient support and education, and any other related fulfill-
ment activities associated with the program.

Health Care Delivery Processes include the actual clinical care received by the pa-
tient including preventive screening and services, appropriate medication pre-
scribing, and other appropriate medical procedures and treatments.

ENROLLMENT AND DISENROLLMENT

Patient attrition presents an enormous challenge for the disease management pro-
grams. The mobility of the Medicaid population creates difficulties in continuity of
care and accurate measurement of long term care management. The two main cat-
egories of Medicaid eligibility for the disease management program are disability
(Supplemental Security Income, SSI) and low income (Temporary Aid for Needy
Families, TANF). The TANF population had approximately 35% of beneficiaries re-
maining continuously eligible for the 12-month period of FY 2001-20002. The SSI
population presents a more stable pattern of eligibility with approximately 71% re-
maining eligible for the same 12-month period.

The transient nature of the patient population’s residence status presents large
challenges for acquiring and maintaining communication with patients as well. Ap-
proximately 40% of beneficiary contact information is incorrect, creating a challenge
for the disease management program to find beneficiaries and to actively engage
them. Medicaid is working on system enhancements to improve the contact informa-
tion. The disease management programs have added resources to increase the num-
ber of beneficiaries contacted, including on the ground personnel to literally go
house to house to share program information, software packages that enable the
program to gain correct phone number information, and radio and print media de-
signed to increase awareness of the program.

Beneficiaries identified through claims data as being eligible for disease manage-
ment due to disease state condition are automatically enrolled in the program and
may opt-out at any point they desire. They may re-enroll at any time as well. Bene-
ficiaries who lose Medicaid eligibility are disenrolled, and re-enrolled when eligi-
bility is regained. Due to this high volume churn of eligibility, the disease manage-
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ment programs now leave beneficiaries on the census list for 60 days after loss of
eligibility, at no charge to the Agency, to improve continuity of care as many will
re-gain eligibility and return to the program. In the FAHS program, care managed
patients have been in the program an average of 445 days. Disenrolled patients
were enrolled for an average of 329 days.

Total Bene-
ficiaries

Average Days
in Program

Current FAHS Enrollees .................................................................................................................... 89,061 445
Beneficiaries Disenrolled ................................................................................................................. 40,477 329

Note: Based on beneficiaries enrolled as of November 5, 2003

An example of enrollment and disenrollment statistics for the FAHS program is
outlined in the table below.

2001Q4 2002Q1 2002Q2 2002Q3 2002Q4 2003Q1 2003Q2 2003Q3

New Enrollments ......................... 35,774 24,882 32 27,537 9,763 9,286 15,384 6,844
Re-enrollments ............................ 1 31 5,208 6,004 1,276 2,586 10,509 12,257
Disenrollments ............................ 5 126 12,430 13,408 6,891 9,883 16,507 18,840

Cumulative (end of quarter) .. 35,770 60,557 53,367 73,500 77,648 79,637 89,023 89,284

Enrollment, disenrollment, re-enrollment and cumulative enrollment statistics by quarter extracted from Pfizer Health Solutions’ Clinical
Management System (CMS’) software.

Note: Patients disenrolled can be re-enrolled within the same quarter, even on the same day; these numbers do not represent mutually ex-
clusive individuals.

ADDRESSING CULTURAL AND HEALTH LITERACY NEEDS

Each Florida Medicaid DM program strives to provide low literacy, culturally com-
petent educational materials in English, Spanish and Haitian-Creole. Each vendor
utilizes a universal telephonic translation line and has bi-lingual nurse care man-
agers who interact with beneficiaries in their native language when possible.

In addition, a second initiative of the Pfizer-Florida Medicaid partnership is a
comprehensive health literacy study and intervention. The study was conducted in
association with the University of South Florida (USF) and 27 Federally Qualified
Health Centers. Health Literacy is the ability to read, understand, and effectively
use health care information and follow instructions from health professionals. The
Florida Health Literacy Study investigates the direct effects of the health literacy
interventions on patient disease knowledge, self-care behaviors and the manage-
ment of their Type 2 diabetes and/or hypertension. The study will also estimate the
indirect effects of these interventions on disease complications and, ultimately,
health care costs. The study is the first of its magnitude on health literacy and is
detailed below:
• 27 Federally Qualified Health Centers (FQHC) are Participating: 14 are

intervention sites, 13 are control sites. 14 Health Educators were hired and
trained to provide group and one-on-one educational sessions using diabetes and
hypertension materials in English and Spanish. Educational materials were
available free of charge to Medicaid beneficiaries with Type 2 diabetes or hyper-
tension at 60 community health center sites, 33 of which are non-study sites.

• Enrollment (as of February 2003): 679 at the intervention sites; 325 at the
control sites

• Status: The study ended in May 2003 with a 6-month follow-up to occur in No-
vember 2003 and results are expected from the University of South Florida in
first quarter 2004.

Pfizer Health Solutions underwrote two key market research projects that
marked the beginning of the Florida: A Healthy State program and provided impor-
tant information about the health care delivery in Florida and the patterns of utili-
zation of the MediPass population. These include:
• The Physician Market Research (2002)
• Patient Market Research (2002)

The physician market research provided an interesting perspective on the
issues and challenges faced by practitioners caring for chronically ill Medicaid pa-
tients. This feedback helped FAHS understand the intricate relationship between
the social, economic, linguistic and cultural problems affecting these patients and
their overall health status.

The patient market research followed in an attempt to better understand the
needs of the patients served by Florida: A Healthy State. The project targeted Med-
icaid beneficiaries representing all races and ethnic groups. These included: Whites,
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African Americans, Hispanics, and Haitians. The purpose of this project was to as-
sess:
• Experiences with the health care system
• Effective/culturally appropriate channels of communications to disseminate infor-

mation about the program and encourage patients to enroll.
Through this research it was learned that some ethnic groups value health dif-

ferently and that cultural relevancy is extremely important when communicating in-
formation about health choices and personal care. These findings led to modification
of all program materials to conform to the needs of the patients enrolled in FAHS:

This included:
1. Re-designing patients materials for cultural relevancy, language and literacy

level: Bilingual program letters; Bilingual patient brochures; and Awareness
campaigns (free flu shots coupons, magnetic calendars . . .)

2. Re-designing care management protocols: Spanish-speaking care managers avail-
able on triage line; Bilingual care managers working extended hours (Spanish,
English, Haitian/Creole); AT&T translators; and Hospital staff translators

3. Ongoing efforts include: Developing bilingual patient education materials that
meet Health Literacy principles and are written at 4th grade level. Assessing
the educational needs of the patients and making health information available
in various formats and different venues.

4. Dissiminating program information through culturally appropriate trusted
sources: Medicaid Offices—e.g., health fairs; Department of Children and Families—
e.g., services for low-income and disadvantaged populations; Community based orga-
nizations—e.g., groups like Little Havana Nutrition Education Center, Community
Voices Miami (coalition of health and social services organizations), federally quali-
fied community health centers, child care agencies, area health education centers;
Advocacy Groups—e.g., (American Heart Association, American Lung Association,
American Diabetes Association), LULAC; Faith-Based Organizations/Churches—e.g.,
Diabetes Sundays, Lectures, Radio Shows, Church Bulletins; Government agen-
cies—e.g., Department of Health and county health clinics, Department of Elder Af-
fairs; Municipalities—e.g., City of Hialeah centers (large Hispanic population), City
of Miami and others; Schools—e.g., County School Boards, Pediatric Asthma Pro-
grams
5. Developing a Statewide Community Resource Directory with relevant health and

social information for nurse care managers, Medicaid Area Office staff use.
The Health Choice Network program represents an innovative Bristol-Myers

Squibb funded program of faith based, culturally competent care for Medicaid bene-
ficiaries with diabetes and depression. This community based care management pro-
gram entitled Diabetik SMART is active in 8 Federally Qualified Health Centers
and 50 community sites, with the faith-based outreach component involving 9 pre-
dominantly African-American and Hispanic Churches. This unique program utilizes
Promotoras, or culturally appropriate lay health workers, to enhance disease man-
agement services to beneficiaries. The Promotoras, trained and supervised by reg-
istered nurses, interact with the beneficiaries, lead educational sessions and provide
educational materials to actively engaged beneficiaries. Over 1,741 beneficiaries
were identified as eligible, with 494 actively engaged in the program in its first year
of operation. Evaluation of the program will be conducted by the University of Flor-
ida and will measure the relationship of improved health behavior, as indicated by
a lower Hemoglobin A1c, to direct health care costs. The program has not been fully
operational for the time necessary to accurately measure changes in health behav-
ior, and results are expected in 2004.

Complementing these other disease management initiatives, the Medicaid Area
Office staff organized a series of quarterly outreach campaigns partnering with the
faith based community and interfaced with a Medicaid newsletter in an effort to
educate and empower Medicaid beneficiaries to make better health care choices. The
newsletters are printed in English, Spanish and Haitian-Creole and distributed to
various local community agencies and other state agencies to raise awareness of
health care issues. Each quarter has a designated theme such as ‘‘Diabetes Sunday’’,
during which Area Office staff worked with local pastors to hold health fairs and
screening after Sunday services at predominantly African-American and Hispanic
Churches in an effort to raise awareness of diabetes and the importance of screening
and treatment. ‘‘A Child Primer’’ focused on back-to-school issues, such as immuni-
zations and child health check-ups; ‘‘Healthy Aging’’ focused on elders and health
care. ‘‘Managing Chronic Illnesses’’ is the current quarter’s theme in which Area Of-
fice staff partner with the local faith based community and provide health informa-
tion and outreach activities in churches on illnesses such as diabetes, breast cancer,
hypertension, heart failure and even AIDS. Up next is ‘‘Healthy Bodies, Healthy
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Minds’’ with a focus on managing stress, mental health, healthy eating habits, phys-
ical fitness and well health exams. Copies of the newsletters are attached.

The Area Office staff have also been involved with a number of other efforts in-
cluding outreach activities sponsored by the Agency Community Resource Office, the
Minority Health Awareness Committee and most recently partnering with The Cen-
ter for Medicare/Medicaid via First Coast Service Options, Inc. to reach individuals
in communities challenged by low income, low literacy and location. Medicare and
Medicaid information was provided to these individuals in Spanish, Creole and
English.

Area Office staff have completed more than 2,000 education/outreach activities
reaching a total of more than 200,000 individuals. Of this total more than 300 edu-
cation outreach activities were completed beyond normal working hours. Education
and outreach efforts are also a part of interaction with Medicaid beneficiaries as
staff assists them in navigating the health care system. Publications are sent di-
rectly to beneficiaries when responding to correspondence and as a result of tele-
phone calls received. The Medicaid Area Offices are actively, thoroughly and will-
ingly involved with the community to reach culturally diverse groups of beneficiaries
and individuals.

Outside the scope of the disease management program, the Agency has contracted
with Florida A&M University’s Institute of Public Health College of Pharmacy and
Pharmaceutical Sciences to conduct an objective demographic study of Florida’s
Medicaid population in the interest of facilitating the development of improved serv-
ice delivery models, health promotion activities and improved communication be-
tween beneficiaries and the Agency. This study will utilize (1) the analysis of exist-
ing Medicaid data and reports and (2) the collection of primary data to supplement
existing knowledge including telephonic surveys. Completion of the study is ex-
pected in early 2004.

In closing, Florida Medicaid’s disease management programs have demonstrated
successes in improving the health of beneficiaries enrolled by empowering them to
make better health behavior choices leading to clinical improvement of their existing
chronic illness and in turn, reducing health care costs. We look forward to a contin-
ued reporting of favorable outcome measures and positive impact on the lives of
Medicaid beneficiaries statewide.

Æ
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