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Of Paradigm Shifts
- Reimbursing Value and Not Medical Errors -
       At Healthcare Organizations [Financial Management Strategies], we strive to affect positive economic change in the enterprise-wide healthcare ecosystem and to optimize patient outcomes. And so, the Centers for Medicare and Medicaid Services (CMS) seismic decision not to reimburse “Never-Events” after October 1 2008, seems a wise one. Simply stated, in no other industry are frank mistakes reimbursed or tolerated by customers! 
     Under the new policy, hospitals will stop requesting payment for the 27 National Quality Forum defined never-events listed in our last issue - including wrong-site and wrong-patient surgery, patient death or disability due to wrong use of blood or blood products and medication errors - as well as related follow-up care to ameliorate such errors, if possible. And, the list will likely expand going forward. 

     More imminently as a vanguard, the Massachusetts Hospital Association (MHA) announced that it will no longer charge patients or health plans for treatments required to address NEs. The announcement makes it the second state whose hospitals have voluntarily made the pledge, following a September 2007 announcement by Minnesota’s HealthPartners - who not only requires its network hospitals to report errors to state governments - but also won't let hospitals bill patients.  In the future, all covered entities may come under similar pressure as private insurers are gradually beginning to rule out payment for NEs. And, eventually as the trend evolves, hospitals and clinicians may end up eating the fee when more-minor errors occur; while allied healthcare providers, clinics and hospitals may adopt a proactive stand on the entirely logical issue well ahead of the deadline.
     Yet, why have public and private facilities and payers been indifferent to this basic business concept, until now? Perhaps the answer rests in human inertia. According to science historian Thomas Kuhn, such paradigm dislocations do not occur until defenders “can no longer evade anomalies that subvert the existing tradition.” To date, the suggestion that domestic medicine is inefficient and wastes money was merely an inert one. But, the notion that it injures patients too; is not. These “Never-Events”, defined as incidents that are not supposed to happen, spring more from human foibles than any evidence-based medical disaster.
       Of course, quality experts posit that public reporting of never-events is not meant to be punitive, but will promote correction among healthcare organizations and providers. Nevertheless, the bigger epiphany lies in revising a certain mindset that existing medical payment schemes were not only appropriate, but somehow immutable to the laws of supply-demand.  The rise of consumer directed healthcare, retail clinics and concierge medical practices seem to suggest otherwise when the patient is fully informed. Only time will tell which "economic behavior” is prudent of course; although the absolute prohibition against clinical never-event outcome is clear, as we recall the admonishment “Primum non nocere”, or the fundamental medical precept of Hippocrates (ca. 460-ca.377 BC) to “First do no harm.”

Therefore, we are grateful for the just-released Medicare and Medicaid national industry trend statistics for 2007. They were assembled by Richard Fry PhD, of Forte Information Resources, Denver Co. And, for the new 2008 Medicare Part A, B and D premium, deductible and high deductible healthcare plan [HDHP] updates from CMS.  
As an insightful subscriber, we trust you and your hospital; medical clinic or healthcare entity will review, communicate, use and profit by them. Moreover, let Healthcare Organizations: [Financial Management Strategies] reduce your resistance to future paradigm shifts that bespeak modernity, safety, economic utility, patient empowerment and common-sense.
PS: Don’t forget to review- read- rave and rant online at our new companion web-log and communications forum.
Fraternally,
David Edward Marcinko 
Hope Rachel Hetico
MarcinkoAdvisors@msn.com
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NATIONAL MEDICARE AND MEDICAID 
TREND STATISTICS FOR 2007

Richard Frye; PhD
Medicare Industry Summary

· Of the nearly 7.2 million Medicare beneficiaries receiving their benefits through Medicare Advantage (MA) plans at year-end 2006, more than 5.2 million (73.0%) were enrolled in HMO risk plans, up from just under 4.9 million (81.7%) the year before.

· At year-end 2006, 195 of the 448 HMOs in the U.S. (43.5%) enrolled Medicare beneficiaries, up substantially from 176 (38.6%) in 2005.

· HMOs that enrolled Medicare beneficiaries averaged 17.9 primary care physicians (PCPs) per 1,000 HMO members in 2006, up notably from 15.0 in 2005, the third straight annual growth.

· The percentage of HMOs serving Medicare beneficiaries that used bonus programs to compensate physicians climbed more than four percentage points in 2006, to 21.1% from 16.9% in 2005, the fifth consecutive annual increase. 

· Pharmacy costs accounted for 13.0% of total operating expenses at HMOs that enrolled Medicare beneficiaries in 2006, up from 12.3% in 2005, and the highest such ratio since 1999 (13.3%).

· As of January 2007, more than 10.9 million Medicare beneficiaries had joined a stand-alone prescription drug plan (PDP), a 5.8% increase from 10.3 million in June of 2006.

· Between midyear 2006 and midyear 2007, the Medicare payer shares increased across all 20 drug classes profiled, most notably glaucoma prescriptions, to 24.2% from 14.5% the previous year. 

· Seventeen organizations offered a prescription drug plan (PDP) in all 50 states in 2007, up notably from 10 in 2006. Altogether, national organizations accounted for 84.4% of total PDP enrollment.

Medicaid Industry Summary

· The total number of Medicaid recipients enrolled in MCOs nationwide continued to surge in 2006, to 28.9 million from 27.7 million in 2005 and from 26.1 million in 2004. 

· Of the 28.9 million Medicaid MCO members nationwide, 18.4 million (63.6%) were enrolled in HMOs, up from 17.5 million (63.3%) in 2005.

· After declining each of nine straight years between 1996 (432) and 2005 (312), the number of hospital days per 1,000 Medicaid HMO members climbed 16.7% in 2006, to 364 days.

· Average length of stay per hospital admission grew slightly at HMOs serving Medicaid members, to 3.9 days from 3.8 days the year before.

· The number of primary care physicians (PCPs) per 1,000 Medicaid HMO members increased notably in 2006, to 16.0 from 12.9 in 2005.

· Capitation was by far the most common method of physician reimbursement used by Medicaid HMOs in 2006, at 71.4%, down slightly from 72.7% the prior year. 

· The share of Medicaid HMOs reimbursing physicians with bonus programs rose notably in 2006, to 23.5% from 17.3% the year before.

· Medicaid recipients accounted for at least 30% of all hospital patients diagnosed with any one of five complications related to pregnancy, childbirth and peurperium in 2005.

· Between 2005 ($41.76) and 2006 ($43.70), the average ingredient cost per prescription at HMOs with Medicaid recipients grew 4.6%.

· Of HMOs with Medicaid recipients, 27.4% used Medicaid formularies as the controlling document in 2006, up 3.5 percentage points from 23.9% the previous year.

· Of all HIV prescriptions dispensed in the U.S., 20.3% were paid for by Medicaid at midyear 2007, down from 23.4% at midyear 2006.
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 [HDHP Updates for 2008]

HDHP Minimum Deductible
According to just released figures from the CMS for 2008, in order for a health plan to qualify as an HSA compatible High Deductible Health Plan, it must have a minimum annual deductible amount that applies to almost all services and items covered under the plan. The Medicare Modernization Act (MMA) allows that the minimum deductible may be adjusted annually. Plans may set deductibles higher than the minimum, and there is no maximum, although there is a maximum annual HSA contribution that may be funded as discussed below. For 2008, the deductibles remain unchanged from 2007. The 2008 minimum deductible amounts are:
	Annual Deductible 
	2008 

	Single Minimum Deductible 
	$1,100 

	Family Minimum Deductible 
	$2,200 


[http://www.cms.hhs.gov/apps/media/press/factsheet.asp?Counter=2488]

HDHP Maximum Out of Pocket Expense

Health Savings Account compatible High Deductible Health Plans may not have total applicable out of pocket expenses exceeding a specified amount, which the MMA also allows to be adjusted annually. IRS Guidance has indicated out-of-network expenses as do not have to be applied towards the out-of-pocket expense maximum. The 2008 maximum out of pocket amounts are:

	Out of Pocket Expenses 
	2008 

	Single Annual Maximum 
	$5,600 

	Family Annual Maximum 
	$11,200 


[http://www.treasury.gov/offices/public-affairs/hsa/pdf/rp-2007-36.pdf]
Maximum Annual HSA Contributions

While there is no maximum limit to HDHP annual deductibles, there is an annual maximum limitation on Health Savings Account contributions, which the MMA also allows to be adjusted annually. The 2008 maximum for HSA contributions are:
	HAS Maximum Contributions 
	2008 

	Single Annual Contribution 
	$2,900 

	Family Annual Contributions 
	$5,800 


Medicare Part A and art B Premiums and Deductibles

As a reminder, Medicare Part A pays for inpatient hospital, skilled nursing facility and some home health care and Part B refers to. About 99 percent of Medicare beneficiaries do not pay a premium for Part A services, since they have at least 40 quarters for Medicare-covered employment. The Part A deductible is the beneficiary's only cost sharing for up to 60 days of Medicare-covered inpatient hospital care, but additional cost sharing applies after 60 days.  Medicare Part B covers physician services, outpatient hospital services, certain home health services, durable medical equipment and other items. 

CMS annually updates Medicare Beneficiary premiums, deductibles and co-payments, using formula driven adjustments set by statute.  By law, the standard Part B premium must be sufficient to cover 25 percent of the program's costs, with Medicare bearing the remaining 75 percent.  Similarly, statutory formulas are used to determine the Medicare Part B deductible, the Part A deductible for hospital stays and other enrollee contributions.
In accordance with the Medicare Modernization Act of 2003, single beneficiaries and married couples with annual incomes exceeding a specified amount now pay a higher percentage of the cost of Medicare Part B coverage, through the Part B premium. These higher-income beneficiaries will pay a monthly premium equal to 35, 50, 65, or 80% of the total cost, depending on their income level, by the end of the 3-year transition period that started in 2007 [http://www.cms.hhs.gov/MMAUpdate/]
2008 Premium and Deductible Levels*

	Premiums/Deductibles 
	2008 

	Part A Monthly Premium 
	$423.00 

	Part B Monthly Premium 
	$96.40* 

	Part A Annual Deductible 
	$1,024.00 

	Part B Annual Deductible 
	$135.00 


*Note: Standard premium rates before income-related monthly adjustments.
Medicare Part D Increases

Medicare Past D, the prescription drug benefit set forth under the MMA is variable by the plan vendor, with premium rates set on an annual basis. Cost sharing is subsidized for qualified Medicaid/Medicare crossovers and specified low-income beneficiaries. The MMA allows for the deductible and variable coinsurance coverage levels to increase on an annual basis in subsequent years. The standard benefit and cost sharing for 2008 is:
· Annual Deductible of $275; 
· 25% Coinsurance for the cost of covered drugs between $276 and $2,510; 
· 100% Coinsurance (no plan coverage) of the cost of covered drugs between $2,511 and $5,726.25; 

· The Maximum beneficiary annual out of pocket, which determines the upper limit of no plan coverage as stated above is $4,050;  and

· 5% coinsurance of the cost of covered drugs above $5,726.25 (or a co-payment of $2.25 for covered generics and $5.60 for covered brand-name drugs-whichever is greater).

More info: [http://www.cms.hhs.gov/MedicareAdvtgSpecRateStats/downloads/PartDAnnouncement2008.pdf]
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