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EXECUTIVE SUMMARY

Introduction

This report focuses on a specific area of data collection and program adminigtrative
activitiesfor Medicaid, that of data gathering and reporting under managed care. Since its
inception, the Medicaid program has actively collected and andyzed information relating to
Medicaid recipients and their use of hedlth care services. These activities have been authorized
under a series of legidative mandates at the federd and state leve.

The Subcommittee on Populations (the Subcommittee) of the Nationd Committee on
Vitd and Hedth Statistics focuses on the range of issues raised by obtaining accurate, timely,
and relevant information about the health of American people. The Subcommittee specifically
focuses on populationbased data and data about specific vulnerable groups that are
disadvantaged by virtue of their specia health needs, economic satus, race ethnicity, disgbility,
age or area of residence. 1n 1997, the Subcommittee put Medicaid managed care at the top of its
agenda because reforms of Medicaid increasingly involve moving beneficiaries into managed
care programs, but little information is available on the impact of managed care on the hedlth of
enrollees and their access to and use of hedlth care services.

It is the expectation of the Committee that the Department will find the conclusions and
recommendations useful for developing and improving information, andysis and reporting on
the impact of managed care on the health of Medicaid enrollees and their access to and use of
hedlth care services.

Background

Thereport isasynthessof information collected through public hearings in Washington,
DC, Arizona, and Massachusetts, afocused study of Medicaid managed care contracts and a
series of interviews with state Medicaid officids involved in Medicaid managed care
contracting.  Specificdly this report: consders the importance of data collection and usein
Medicaid managed care and examines the lega and operationa framework for data collection
and exigting federd and state approaches to Medicaid managed care data collection and use.

This report presents recommendations for strengthening and improving the collection and
use of data. To implement their managed care programs, many Medicaid agencies contract with
Managed Care Organizations (MCOs), which agree to bear the full risk of providing a
comprehensive set of services (i.e., three or more Medicaid services) to ther enrollees.
Contracting has sgnificantly changed the role of the Medicaid agency, from a payer of bills
under fee-for-service to a purchaser of services under managed care. But, regardless of the
delegation of insurance and ddivery duties to plans, the agency retains ultimate lega
responghility for the provison of care and carrying out other statutory duties. Thisalowsthe
agency to set not only data collection and reporting standards, but also standards for the use of
information to monitor and improve the hedlth of the Medicaid population. Medicaid agencies



need information before the contract is signed to enable them to choose among potentid
contractors based on plan characterigtics and performance; information on codts, utilization, and
diagnoses to set capitation rates; information once the contract is signed to monitor MCO
compliance and hold them accountable for their results, ensure that Medicaid enrollees have
accessto quality care, and measure hedlth outcomes, and information to support planning
activities.

The egablishment of managed care programs for Medicad had some secondary
consequences for privacy, as well as for Medicad oversght. Less information about patients is
shared, and tha is an advantage from a privacy perspective. The lack of information, however,
aso has some undesirable effects for oversight. These effects are the main subject of this report.

This report was not designed to focus on the privacy consequences of data collection and
sharing for Medicad. That is a much broader issue. It would have required more time and
resources than were available to review dl Medicad information policies in the context of this
efort. Reviewing and adjusting information practices focusng on privecy for the managed care
pat of Medicad done will be chdlenging. Neverthdess, this is a criticaly important area that
the Committee did not address. Thisisalimitation of the report.

Findings

Severa issues, such as ensuring and measuring qudity of care, cregting basdine data and
improving the andytica cgpacity of daff were mentioned in the hearings, in the focused study
and as pat of the interviews with State Medicad officids. Overdl, the findings from the
Subcommittee's  different activities showed that, despite Staies consderable efforts, the
collection, reporting and andyss of Medicad managed care data Hill needed improvement.
Additionaly, while most dates address data collection and reporting in their contracts with
paticipating MCOs, they do so with little uniformity. More specificaly, the Subcommittee
found that:

State Medicaid agencies do not use a standardized set of data dements enabling them to track
the experiences of Medicaid enrollees with managed care.

State Medicad agencies use different definitions of what conditutes an encounter, a barier
to the collection of standardized data.

State Medicad agencies do not collect uniform enrollment data, including race and ethnicity
data aong with data on language, reason for enrollment (eg. disability), and other
demographic information as pat of the enrollment process, which would adlow them to
determine barriers to care and track patterns of discrimination.

State Medicaid agencies are limited in their ability to monitor the experiences of Medicaid

managed care enrollees with access and qudity of care due to the poor qudity of the

encounter datathey recaive from MCOs, their own inability to anadyze encounter data, and

the cost of collecting data and performing audits. In addition, the Subcommittee found that

the degree to which states collected information on enrollee satisfaction, an important aspect

of an enrolleg’ s experience with managed care, varied from state to state.



State Medicad agencies do not necessarily collect information on dl services provided to
Medicad managed care enrollees under the dtate Medicaid plan, which is essentid to the
quaity improvement drategies state Medicaid agencies and MCOs are required to implement
as areault of the Baanced Budget Act.

State Medicaid agencies are generaly reluctant to provide researchers with access to data,
which limits the use of the data

State Medicad agencies and date public hedth agencies rarely coordinate their data
colection and andyss efforts, when they could benefit from dhaing utilization and
outcomes data to track the experiences of Medicaid patients and other patients living in the
state.

State Medicad agencies usudly lack the financid and human resources to use and andyze
al the data they collect, particularly encounter data.

State Medicad agencies generdly do not mandate, in their contracts, that MCOs report
notifiable diseases to the dtate public hedth agency, or require in their contracts that MCQOs
enforce their participating providers obligation to report notifiable diseases to the dSate

public hedlth agency.
Recommendationsto the Department

The Committee recommends that HHS use its authority to be more specific about the
manner and the format in which Medicaid managed care data should be collected and reported in
order to foster uniformity and comparability of the information, while recognizing tha HHS may
be bound by sSatutes and regulations requiring demondration of the utility of collecting these
data relative to the cost of collecting them. The Committee aso wishes to underscore that any
new data collection and reporting requirements must be consstent with HIPAA-related decisons
on privacy, confidentidity and security of data transactions. In addition, HHS should be more
gpecific about the purpose for which the data are collected and define the priority questions about
qudity, cod, and access that require an answer.  The following is a summay of
recommendations about specific areas of data collection and reporting:

1. The Committee supports the adoption of a standardized core data set, and recommends
consgtent data dements across dl states. Specificaly, the Committee recommends that
HCFA adopt a standardized st of data elements in a format consgtent with the ASC X12
837. The Committee further recommends:

-Cresgtion of a common definition of an encounter, and

-Callection of uniform enrollment data, induding race and ethnicity data dong with data
on language, the reason for digibility and other demographic information obtained as
part of the enrollment process.

2. The Committee recommends that HCFA encourage states to use standardized surveys of
member experiences with managed care. State Medicaid agencies could adminigter, or
require MCOs to administer, standardized popul ation-based experience surveys measuring
member events, including satisfaction with access to and quality of care.



3. The Committee recommends that HCFA encourage dtate Medicaid agencies to ensure that
providers of services, with whom dates directly contract to provide services covered under
the state Medicaid plan but not under the MCO contract (eg., menta hedth and substance
abuse, prescription drug, and dentd services), collect and report data to the state on the
sarvices they provide usng the same standards as required for data on services provided
under the MCO contract.

4. The Committee strongly encourages state Medicaid agencies to collaborate on and coordinate
their data collection and andyss efforts with those of date public hedth agencies in a
manner that is consstent with confidentiaity and privacy practices and procedures.

5. The Committee recommends that the federd government, in partnership with the private

sector, invest in training programs to incresse date-level daff cgpacity to andyze and use
Medicaid data.

6. The Committee recommends that HCFA, encourage MCOs to remind and encourage their
providers to support the public health surveillance and disease tracking system.



Introduction and purpose

This report focuses on a specific area of data collection and program adminigrative
activitiesfor Medicaid, that of data gathering and reporting under managed care. Since its
inception, the Medicaid program has actively collected and analyzed information relating to
Medicaid recipients and their use of health care services. These activities have been authorized
under a series of legidative mandates at the federd and state level. This extensive higtory of
collecting and analyzing information is specified in Section I1, and Table D in the appendix.

This report builds upon this extensve legidative framework, focusing on Medicaid
Managed Care Organizations. Recommendations are presented for developing and improving
information, anayss and reporting on the impact of managed care on the health of Medicaid
enrollees and their access to and use of hedlth services.

The Subcommittee on Populations (the Subcommittee) of the Nationd Committee on
Vitd and Hedth Statistics focuses on the range of issues raised by obtaining accurate, timely,
and relevant information about the hedth of American people Basic information is needed in
three main areas. (1) the actud hedth of people (2) the hedth care services provided to people,
and (3) the bariers faced by people in achieving optima hedth and hedth care.  This
information enables the identification of hedth problems incuding those affecting specific
vulnerable groups, and the design and the evauation of programs to address these problems. The
Subcommittee specificaly focuses on population-based data and data about specific vulnerable
groups that are disadvantaged by virtue of their specid hedth needs, economic datus, race and
ethnicity, disability, age, or area of residence.

In 1997, the Subcommittee put Medicaid managed care a the top of its agenda because—
as the Subcommittee’ s workplancharge statement indicates—

“[rleforms of Medicad increasngly involve moving bendficiaries into managed

care programs, but little information is avalable on the impact of managed care

on the hedlth of enrollees and their access to and use of hedlth care services.”

Since then, the Subcommittee has examined the impact of Medicad managed care on data
collection, reporting, and andyds, holding hearings in Washington, DC, Arizona, and
Massachusetts.  This find report documents the Subcommitteg’s extended invegtigation into the
issue and

» Congders the importance of data collection and use in Medicaid managed care;

» Examines the legd and operationd framework for data collection and exigting federd
and state gpproaches to Medicaid managed care data collection and use;

» Synthesizes the results of the Subcommittee meetings and hearings on data collection
and use in Medicaid managed care; and



> Presents recommendations for strengthening and improving the collection and use of
Medicaid managed care data.

The report has three parts. The first part provides an overview of Medicaid managed care
data gathering and the federa lega framework within which it operates. The second part reports
Subcommittee findings resulting from three activities—Subcommittee hearings and dte vidts, a
focused study of Medicad managed care contracts, and interviews with state Medicaid officids
involved in Medicad managed care contracting. While the findings from these three activities
ae presented in separate sections for the purpose of clarity, the Subcommittee found a
ggnificant overlgp among them. Severd areas, such as ensuring and measuring quality of care,
cregting basdine data, and improving saff anaytica capacity were mentioned throughout. The
third part presents the recommendations of the Subcommittee regarding Medicad managed care
data collection, reporting, and anayss.

The edablishment of managed care programs for Medicad had some secondary
consequences for privacy, as wel as for Medicaid oversght. Less information about patients is
shared, and tha is an advantage from a privacy perspective. The lack of information, however,
a0 has some undesirable effects for oversght. These effects are the main subject of this report.

This report was not designed to focus on the privacy consequences of data collection and
sharing for Medicaid. That is a much broader issue. It would have required more time and
resources than were available to review dl Medicad information policies in the context of this
effort. Reviewing and adjugting information practices focusng on privacy for the managed care
pat of Medicad done will be chdlenging. Neverthdess, this is a criticdly important area that
the Committee did not address. Thisisalimitation of the report.



Part One. Background and overview



l. Introduction

Following trends in the private hedth insurance sector, the Medicad program has
undergone a transdformation over the past two decades from fee-for-service to managed care.
Because a Szable proportion of Medicad managed care involves the payment of bundled
premiums to privale companies in exchange for the provison of medicad and adminidrative
savices, the shift to managed care has sgnificant implications for data collection and reporting.
The chief implication is the loss of the “traditiond” dams data that are directly availdble to
Medicad agencies in a fee-for-sarvice sysem.  While the provison of encounter data by
managed care organizations (MCOs) participating in Medicaid can mitigate the loss of clams
data, the evidence suggests that most managed care systems cannot currently generate
comprehensve, detailed, and timely data.

Although dates have had the authority since Medicaid's enactment to use managed care
as an dternative to fee-for-sarvice, the more widespread use of managed care, paticularly full-
risk managed care, only began in the 1980's and emerged in full force in the 1990's. [See Table
A for a summary of Medicaid managed care legislation.]

Since Medicad's inception in 1965, the datute alowed dates to use “voluntary”
managed care to ddiver services to individuds who fredy choose to enrall in MCOs to receive
those services as an dternative to fee-for-service care. While dates interest in managed care
increased in the 1970's, it quickly subsded because of the poor qudity of services and other
problems faced by the program.! As a remedy, Section 1903(m) was added to the Medicaid
datute in 1976 to st federd sandards, including data collection and reporting standards, for
hedth maintenance organizations (renamed managed care organizations or MCOs by the
Balanced Budget Act of 1997).

In 1981, the Omnibus Budget Reconciliation Act created Section 1915(b), which
authorizes dtates to request waivers from the Medicad statute’s freedom-of-choice provison so
that they can enroll their Medicaid population into “mandatory” managed care programs, i.e,
programs requiring digible individuds to enroll. These programs enroll some or dl individuds
in some or dl portions of a gate; dmogt dl sates have used this option.

In addition to Section 1915(b) freedom-of-choice waiver programs, states adso relied on
Section 1115 of the Socia Security Act (SSA) to mandate enrollment in managed care.  Section
1115, which was adopted in 1962 prior to the Medicaid statute, was invoked for the first time by
Arizona in the ealy 1980's, and accderated in the ealy 1990's following the falure of
comprehensive federd hedth care reform.  Under Section 1115, the Secretary of Hedth and
Human Services (HHS) has the authority to waive requirements of SSA, including the Medicaid
datute, for the purpose of ressach and demondration a long as  the

! See eg., Schneider A, Stern J. HMOs and the poor: Problems and prospects. 70 Northwestern U.L.Rev.90 (1975)
in Rosenbaum S, Darnell J. Medicaid maenaged care: An analysis of the Health Care Financing Adminigtration’s
Notice of Proposed Rulemaking. Washington, DC: Center for Health Policy Research, November 1998,



TABLE A

MEDICAID MANAGED CARE LEGISLATIVE HISTORY

Enactment date

Statutory provisions

1962

Section 1115 of the Social Security Act

Grants the Secretary of Hedlth and Human Services the authority to
waive program operationa requirements of the Social Security Act
(SSA) for the purpose of research and demondtration as long as the
exemptions further the god of the program. This authority gpplies
to the Medicaid program, which is codified at Title X1X of SSA.
States commonly request to waive the Medicaid requirements of
satewideness (to enable them to vary the program by region),
comparability (to enable them to vary benefit and digibility levels
among groups of individuds), digibility (to enable them to modify
eligibility sandards to, for example, expand coverage), freedom:-of-
choice (to enable them to mandate enrollment in managed care by
limiting the freedom to choose a provider), MCOs conditions of
participation (to enable them to contact with entities that do not meet
gate and federal standards or to control disenrollment ),
reimbursement (to enable them to dter payments), and benefits (to
enable them to expand benefits).

1965

Title XIX of the Social Security Act (Medicaid)

Creates the Medicaid program. Allows states to design managed
care programs in which individuas voluntarily enroll, though no
specific Satutory provison addressed the use of managed care by
states.

1976

Section 1903(m), Title XIX of the Social Security Act
Setsfedera standards, including data collection and reporting
sandards for health maintenance organizations, renamed managed
care organizetionsin 1997, participating in Medicaid.

1981

Section 1915(b), Title XIX of the Social Security Act
Authorizes states to request waivers from the Medicaid satute’ s
freedom- of-choice provison so that they can require individuas to
enrall in managed care.

1997

Section 1932, Title XIX of the Social Security Act

Allows states to require individuals to enroll in managed care by
samply amending their Medicaid plan. Although approvd of the
gate plan amendment by the Secretary of Headth and Human
Servicesisrequired, it is generdly less cumbersome a process than
that of a Section 1915(b) or 1115 waivey.




exemptions further the gods of the program (in this case, the Medicaid program). Thusfar, 19
states have implemented Section 1115 research and demonstration waiver programs.? [ See Table
B for a comparison of Section 1115 and 1915(b) waivers.]

More recently, the Baanced Budget Act of 1997 created Section 1932, which alows
dates to implement mandatory managed care programs through an amendment to the date
Medicaid plan, a less burdensome process than the waiver application process. As of October
1998, one state had implemented a Section 1932 date plan amendment program, another one had
received federd gpproval to implement one, and four additional states had applications pending
with the federal government.

In sum, dates have three main options if they wish to use managed care in financing and
deivering Medicad services (1) voluntay enrollment as dlowed by the Medicad datute; (2)
mandatory enrollment without a waiver under Section 1932; and (3) mandatory enrollment under
Section 1115 and Section 1915(b) waiver authority.

As a result of these various date efforts to enroll Medicaid-digible individuds into
managed care, enrollment has grown seadily, paticulaly dsnce the early 1990's  Enrollment
data show that 12 percent of the Medicaid population was enrolled in managed care in 1992, 14
percent in 1993, 23 percent in 1994, and 32 percent in 1995.2 Enrdlment in full-risk managed
care has also grown steadily to 67 percent of the total managed care enrolIment.*

To implement ther managed care programs, many Medicad agencies contract with
MCOs, which agree to bear the full risk of providing a comprehensve st of services (i.e, three
or more Medicad services) to ther enrollees. Contracting has sgnificantly changed the role of
the Medicaid agency, from a payer of hills under fee-for-service to a purchaser of services under
managed care. But, regardless of the delegation of insurance and deivery duties to plans, the
agency retans ultimate legd responshility for the provison of care and carying out other
datutory duties. This alows the agency to set not only data collection and reporting standards,
but dso standards for the use of information to monitor and improve the hedth of the Medicad
population. Medicaid agencies need information before the contract is signed to enable them to
choose among potential contractors based on plan characteristics and performance; information
on codts, utilization, and diagnoses to set capitation rates; information once the contract is signed
to monitor MCO compliance and hold them accountable for their results, ensure that Medicad
enrollees have access to quality care, and measure hedth outcomes, and information to support
planning activities.

2 For additional information on Section 1115 waivers, see Rosenbaum S, Darnell J. Statewide Medicaid managed
care demongtrations under Section 1115 of the Socid Security Act: A review of the waiver applications, letters of
gpprova and specid terms and conditions. Prepared for The Kaiser Commission on the Future of Medicaid.
Washington, DC: Center for Health Policy Research, May 1997.

3 LevitK etd. Nationa hedth expenditures, 1995. Hedlth Care Financing Review 1996;18(1):175-214, Fall.

* Hedth Care Financing Administration. 1997. M edicaid managed care enrollment report. Batimore, MD:
Department of Hedth and Human Services.



TABLEB

COMPARISON OF MEDICAID MANAGED CARE WAIVER PROGRAMS

Program Waiver authority
oper ational Section 1915(b) of the Social Section 1115 of the Social
requirements Security Act Security Act
Eligibility rules May NOT be waived MAY be waived; permits
program expansion
Minimum benefit May NOT be waived MAY bewaived
requirements
Freedom-of-choice | MAY bewaived, except in the MAY be waived; permits
case of certain benefits, limitation of choice to one
including emergency sarvices, delivery sysem, when
family planning services, and appropriate
FQHC (hedlth center) services,
requires choice of at least two
ddlivery sysemswhen ddivery

sysem islimited to HMOs,
otherwise may be limited to one
sysem (Primary Care Case
Management)

No cause
disenrollment

MAY be waived; permits
beneficiary “lock-in” for up to
sx monthsfor federaly-
quaified HMOs (one month
only), dthough retains right to
disenroll for good cause

MAY be waived; permits
extended “lock-in” for upto
one year, dthough retains right
to disenroll for good cause

Federal standards
for “ full-risk”
managed care plans
(includes periodic
medical audit,
financial disclosure,
encounter data)

May NOT be waived

MAY bewaived in limited
circumstances

Provider MAY bewaived only in limited MAY bewaived in limited
reimbur sement circumstances circumstances

rules

Sate administration | MAY bewaived only in limited MAY bewaived

requirements (e.g.,
eligibility
determination,
quality control)

circumstances

Source Reproduced from Rosenbaum S, Darnell J. Statewide Medicaid managed care demondrations under

Section 1115 of the Socia Security Act: A review of the waiver applications, letters of approva and specid
terms and conditions. Prepared for The Kaiser Commission on the Future of Medicaid. Washington, DC:
Center for Hedlth Policy Research, May 1997.




Medicaid agencies obtain the information they need by requiring MCOs to submit data as
goecified in their contracts, which often duplicate federa data collection and reporting
requirements.  One mgor source of information is adminidrative data provided through
cdams/encounter forms. To augment adminidretive data, Sates rey on other sources of
information, such as medicd chart reviews and member satisfaction surveys.



Il.  Relevant legal framework and other statutory authorities
governing data

A. General authorities

As a gend mater, federa adminidrative and regulatory agencies that oversee the
implementation of federd spending and regulatory laws have the power to establish performance
dandards as well as data collection and reporting requirements to measure compliance with pre-
edablished performance sandards.  This genera authority is derived from the Adminidrative
Procedure Act of 1946 (APA), through which Congress has formaly delegated certain powers to
federd agencies. While the lega authority of agencies to collect data is expandve, this power is
bounded by forma Congressiona checks (eg., the Paperwork Reduction Act) and by informd
condderations, such as adminidrative burden, autonomy, and federdism, which operae as
political checks on the administrative process.

Although formd and informd limitations on agency power are drong, the APA grants
federd agencies the basic authority to pursue data collection and reporting efforts deemed
necessary to carry out thelir satutory provisons. These data collection activities may be limited
by rules againg data disclosure contained in executive orders, other laws, or federd regulations.
Data disclosure prohibitions, however, do not prohibit an agency from engaging in ongoing,
prospective monitoring of public and private entities for compliance or from issuing generd
reports on the course of legidative implementation, as long as confidentidity and privacy
standards are not breached. [ See Table C, appendix, for more details.]

In addition to this generd authority, the federd government has the specific authority to
impose data submisson duties on states and MCOs under severa federd datutes, including: the
Medicad daute (Title XI1X of the Socid Security Act7)5 as amended by the Baanced Budget Act
of 1997;° Section 1115 of the Socid Security Act;’ the Children’s Hedlth Insurance Program
daute (Title XXI of the Socid Security Act)® the Hedth Maintenance Organization Act of
1973;° Title VI of the Civil Rights Act of 1964,"° the Americans with Disshilities Act,** Section
504 of the Rehabilitation Act;'> and the Hedth Insurance Portability and Accountability Act of
1996.13 [See Table D, appendix, for more details]

> Sections 1901-1932 of the Social Security Act; 42 U.S.C. §§1396-13%v.
® PL. 105-33; §84701-4710.

" 42U.5C. §1315.

8 Section 2101 of the Socid Security Act; 42. U.S.C. §1397aa

% Section 1310 of the Public Heelth Service Act; 42 U.S.C. §300e et seq.
10 42 U.S.C. §2000d.

"2 u.sC. 812101

1229 U.5C. §794(a).

13 Section 1172(f) of the Sociad Security Act; 42 U.S.C. §1320d-1(f).



While HHS has broad authority under the Medicaid and other statutes to impose data
collection and submission duties upon state Medicaid agencies and MCOs, it has done 0 to a
limited extent. Although the federd government has teken a more proactive role snce the
enactment of the Bdanced Budget Act of 1997, exiding federa requirements regarding
Medicad managed care data remain broad. The following discusson focuses on federa data
collection and reporting requirements under the Medicaid dtatute and Section 1115 of the Socid
Security Act before and after the amendments of the Badanced Budget Act of 1997 and the
proposed implementing rules issued in September 1998.

The “Summary of Federd Reporting Requirements’ under TAB A, discusses the federd
legd framework in greater length.
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B. Data collection and reporting requirements specific to
Medicaid

The Medicaid satute contains a broad, implicit grant of authority to the Secretary of HHS
to oversee its implementation and state compliance. Congress, in a number of instances, has adso
delegated authority to the Secretary to develop enforcement and performance standards related to
eigibility, benefits, payments, coverage, or the management of specific aspects of the program,
as wdl as requirements regarding information collection and reporting to verify compliance with
those standards.

Through the Section 1915(b) and Section 1115 waiver gpplication process, the Secretary
has the authority to establish conditions of gpprova for federa wavers and the information that
is required to measure state and contractor compliance with waiver conditions. As part of the

implementation of their waiver programs, states may further impose new or more specific duties
on participating MCOs in their contracts.

Section 1932 creates new federd, state, and MCO duties with data implications in the
areas of marketing, enrollment, services to be provided, networks and access, qudity of care,
finendd information, and utilization and encounter data  Either implicitly or explicitly, any one
of these duties can generate data collection and reporting requirements. In addition, because
dates decting this option must go through a state plan gpprova process, the Secretary has the
authority to require data submission on each required eement prior to granting gpprovd.

1. Priorto the Balanced Budget Act of 1997
a. Federal authority

Prior to the Baanced Budget Act of 1997, the Secretary had the authority “to audit and
ingoect any books and records’ of participating HMOs to ensure that they were financialy
solvent and furnish quality and accessble care to Medicaid enrollees*  In addition, under both
Section 1915(b) and Section 1115, the Secretary could impose information and data
requirements through the application and approval process.

b. State duties

State agencies were required to conduct medica audits at least once a year of HMOs to
ensure that they were financidly solvent and furnished qudity and accessible care to Medicaid
enrollees™® As part of the audit, states had to “collect management data” including data on
“reasons for enrollment and termination and use of services ... for use by medicd audit
personnd.”*® In addition, state agencies had to “use a utilization and quality control peer review

14 Section 1903(m)(2)(A)(iv) of the Socia Security Act; 42 U.S.C. §1396(b)(m) (2)(A)(Xi).
15 Section 1903(m)(2)(A)(xi); 42 U.S.C. §1396b(m) (2)(A)(xi); 42 C.F.R. 434.53.
16 42 CFR 43453,
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organization” or “a private accreditation body” to conduct an annua independent, externd
review of the quality of services furnished by each HMO.}" The results of the review had to be
shared with the state and made available upon request to the Secretary, the Inspector Generd,
and the Comptroller General. All of these requirements gpplied to Section 1915(b) programs,
though they could be walved by the Secretary for Section 1115 programs. Under both types of
walvers, daes had to abide by additional requirements specified by the Secretary through the
goplication and gpprova process.  States running Section 1915(b) programs in effect, or
renewed, prior to 1997 were required to submit summary clinicd data on an annud basis and
quarterly utilization reports based on ther Medicad Management Information System’s payment
higory filee. Under Section 1115, dl dates, regardiess of ther plan's specific terms and
conditions, had to submit 100 percent encounter data, report utilization data on Ealy and
Periodic Screening, Diagnosis, and Treatment (EPSDT), submit quarterly and annua progress
reports, and share with HHS the results of focused sudies on four clinica outcomes of their
choosng.

C. HMO duties

Medicad law and regulations required HMOs to have an internad quality assurance plan
that, among other requirements, provided for “systematic data collection of performance and
patient results’ and “ interpretation of this data to the practitioners”® In addition, HMOs were
required to maintain “sufficent patient encounter data to identify the physcian who ddivers
services to patients”'® HMOs dso had to disclose certain financid informatior?® and let the
Medicaid agency and the Department “ingpect and audit any financia records ... reating to the
HMO's capacity to bear the risk of potentid financid losses”®*  All of these requirements
gpplied to Section 1915(b) waivers, though they could be waived under Section 1115. Under
both types of wavers, HMOs were to comply with any additiond duties specified by the
Secretary through the application and approva process.

2. Following enactment of the Balanced Budget Act of 1997

a. Federal authority

The Baanced Budget Act of 1997 gave the federa government an explicit duty to pecify
minimum gandards in the area of qudity. In implementing this new mandate, the Hedth Care
Financing Adminigration (HCFA) redefined the minimum eéements of information needed to
asss “the Federal government and dState agencies in becoming more effective ‘vaue-based
purchasers of hedth care for vulnerable populations”?® bringing consistent  reporting
requirements to Medicare and Medicaid. In September 1998, HCFA issued a proposed Medicaid
managed care rule that integrates the old managed care regulaions with the new ones resulting

17 Section 1902(2)(3)(C); 42 U.S.C. §1396a(3)(3)(C).

18 42CFR 434.34.

19 Section 1903(m)(2)(A)(xi); 42 U.S.C. §1396(b)(m) (2)(A)(xi).
20 gection 1903(m)(2)(A)(viii); 42 U.S.C. §1396b(m) (2)(A)(viii).
21 42 CFR. 434.38.

22 63 Fed. Rey. 52022 (September 29, 1998).
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from the modifications of the Baanced Budget Act. At the same time, HCFA published interim
find gandards and guiddines implementing the Qudity Improvement Sysem for Managed Care
(QISMC),?* 2* in which HCFA requires MCOs participating in the Medicare program to comply
with QISMC and encourages dtaes to condder usng QISMIC in monitoring qudity in their
Medicad managed care programs. HCFA dso includes this dtate option in the background
section accompanying the proposed Medicaid managed care rule, but appears to mandate the use
of QISMC through the language (Smilar to that of the QISMC dandards and guiddines) used in
the rule to describe MCOs' duty to implement a quality assessment and improvement program.?

As before, the Secretary (through HCFA) retains the authority “to audit and inspect any
books and records’ of participating HMOs, renamed MCOs, to ensure that they are financialy
solvent and furnish quality and accessible care to Medicaid enrollees®  In addition, under both
Section 1915(b) and Section 1115, the Secretary retains her authority to impose additiona
information requirements during the waiver gpplication process. Findly, under Section 1932
created by the Badanced Budget Act of 1997, the Secretary gains new authority to impose data
submission duties during the state plan amendment process.

b. State duties

States continue to be subject to Section 1903(m) and HCFA regulations regarding
periodic medicad audits as they existed prior to the Balanced Budget Act of 19972’ While the
Bdanced Budget Act made some important changes to Section 1903(m), these changes do not
affect previous reporting requirements, other than incorporating applicable requirements from
Section 1932 by reference. [ See Box A, next page.]

The periodic medica audit requirement aso continues to gpply to Section 1915(b)
wavers, but may be waved under Section 1115. Exiging 1915(b) and 1115 programs are
exempt from Section 1932 and other Medicaid-rdaed provisons and implementing regulations
to the extent that they aready address the issue a hand, even if it differs from Section 1932 and
other Medicaid-related provisons. However, exising 1915(b) and 1115 programs that do not
address these provisons are required to abide by them.?® Renewed or extended 1915(b)
prograns must adso meet Section 1932 and other Medicaid-related provisons®® New or
amended 1115 programs could ask to waive Section 1932 and other Medicaid-related provisons,
athough HCFA expects qudity assurance standards to gpply unless states can demondrate that

2 Hedth Care Financing Administration. Quality Improvement System for Managed Care (QISMC) for
organizations contracting with Medicare or Medicaid—Interim QISMC standards. Bdtimore, MD: Department of
Hedth and Human Services, September 28, 1998.
24 Hedth Care Financing Administration. Quality Improvement System for Managed Care (QISMIC) for
organizations contracting with Medicare or Medicaid—Guiddines for implementing and monitoring compliance
with interim QISMC standards. Batimore, MD: Department of Hedlth and Human Services, September 28, 1998.
%5 63 Fed. Reg. 52022 (September 29, 1998).
26 Section 1903(m)(2)(A)(iv) of the Social Security Act; 42 U.S.C. §1396(b)(m) (2)(A)(Xi).
27 proposed rule 42 C.F.R. §438.50(b)(1).
28 Rosenbaum S, Darnell J. Medicaid managed care: An andlysis of the Hedlth Care Financing Administration’s
Notice of Proposed Rulemaking. Washington, DC: Center for Hedlth Policy Research, School of Public Hedth and
I2-|geeith Services, The George Washington University, Medica Center, November 1998.

Op. Cit.

13



their standards equal or exceed the federal standards® HHS may impose additiond
reguirements upon states through the waiver gpplication and gpprova process.

Under Section 1932, the Secretary may impose information requirements upon dates
through the date plan amendment process, in addition to the periodic medica audit and the
requirements of Section 1932. [ See Box A, below.]

BOX A

SECTION 1932 AND PROPOSED IMPLEMENTING RULES:
STATE REQUIREMENTS

Marketing infor mation for prospective enrollees

The datute and proposed rules require dates to review and approve marketing materias
submitted by MCOs.  When dates prohibit MCOs from using direct marketing, they must
provide member information to prospective enrollees upon request.

Member information for current enrollees

When daes prohibit MCOs from directly providing members with enrollee information on
benefits, procedures for obtaining services, cost-sharing, and complaint and grievance rights
through redrictions on marketing or some other means, dates must provide that information
themsdves.

Infor mation on networ ks and access
States must review and certify that MCOs have adequate service capacity in accordance with the
minimum access standards proposed by HCFA and further defined by states.

Information on solvency
The proposed rules require MCOs to provide assurances to the dtate that it has adequate
protection againgt insolvency in accordance with state solvency standards.

Information on quality*!

According to the statute and the proposed regulations, states have a respongbility to implement a
quality assessment and improvement drategy, which assesses and improves the qudity of care
furnished by MCOs, ensures compliance with date standards that are consstent with federa
dandards, and is periodicdly reviewed for its effectiveness. The drategy condsts of five
minimum eements contract provisons that indude the minimum federal standards on access to
care, sructure and operaions, and qudity measurement and improvement as further defined by
the date; procedures for evauating qudity and appropriateness of care, including monitoring of
MCO compliance with standards, annual, externd independent reviews of qudity and access,
use of sanctions, and an information sysem to support the ongoing operation of the Srategy.

30 .
Op. Cit.
31 63 Fed. Reg. 25272 (May 7, 1998); 63 Fed. Reg. 32784 (June 16, 1998); 63 Fed. Reg. 43242 (August 12, 1998).
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This information sysem must comply with Section 1903(r), which governs the operation of
sates Medicad Management Information Systems, as amended by the Balanced Budget Act of
1997. Under this provison, dstates are required to use eectronic transmisson of clams data,
including encounter data and other data (e.g., race data), to be specified by HHS and onsgtent
with the Medicad Staidicd Information Sysem (MSS), which, until 1997, was a voluntary
program for dates that wished to transmit adminidrative information dectronicdly to HCFA
usng data tapes. Staes will dso have to comply with the proposed federa standards on
electronic transmisson and security that were developed as a result of the Hedth Insurance
Portability and Accountability Act.

C. MCO duties

MCOs participating in Medicaid managed care continue to be subject to Section 1903(m)
and implementing HCFA regulations regarding the establishment of an internd qudity assurance
plan, the collection of encounter data, and the disclosure of financid information as they existed
prior to the Baanced Budget Act of 199732 As with dates, the Baanced Budget Act
amendments to MCOs conditions of participation do not affect previous reporting requirements,
other than incorporating applicable requirements from Section 1932 by reference. [See Box B,
next page.]

Under Section 1915(b), requirements related to quality assurance, encounter data, and
financid disclosure aso continue to apply to MCOs, but may be waved under Section 1115.
Section 1932 requirements do not apply to MCOs participating in existing 1915(b) and 1115
programs that dready address the issue a hand, even if it differs from Section 1932, but do apply
if the programs do not address it or when 1915(b) programs are renewed or extended. New or
amended 1115 programs could wave Section 1932 and other Medicaid-related provisons,
athough HCFA expects qudity assurance standards to apply unless states can demondtrate that
their standards equal or exceed the federd dandards. Agan, HHS may impose additiona
requirements through the waiver gpplication and gpproval process.

MCOs may have to comply with information requirements imposed by the Secretary
through the Section 1932 date plan amendment process, in addition to edablishing an internd
quaity assurance plan, collecting encounter data, and disclosng certain financid information,
and complying with the requirements of Section 1932. [ See Box B, next page.]

32 Proposed rule 42 C.F.R. §438.50(c)(2).
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BOX B

SECTION 1932 AND PROPOSED IMPLEMENTING RULES:
MCO REQUIREMENTS

Marketing infor mation for prospective enrollees

In compliance with HHS procedures on the provison of information for prospective enrollees,
MCOs must submit marketing materids to the dtate for approvad. When authorized, they must
provide member information to prospective enrollees upon request.

Member information for current enrollees
As pat of the enrollment process and when authorized by the state, MCOs have to provide
information to enrollees regarding their structure of care and coverage of services.

Information on networks and access

MCOs must provide assurances to he state and HCFA by documenting that they have adequate
sarvice capacity in accordance with the minimum access standards proposed by HCFA to be
further defined by dates. Following dtat€'s review and gpprova, MCOs must submit copies of
the state- cartified documentsto HCFA.

Information on solvency
The proposed rules require MCOs to provide assurances to the date that it has adequate
protection against insolvency in accordance with state solvency standards.

Information on complaintsand grievances
The proposed rule requires MCOs to annudly andyze complaints and grievances filed over the
year and submit asummary report to the state on their number and nature, resolution, and trends.

I nformation on quality*3

Proposed HCFA regulations require MCOs to have an ongoing qudity assessment and
improvement program, which must include the following basc dements that mirror QISMC:
MCOs must meet and report minimum performance levels established by the sate usng standard
measures required by the state; MCOs must initiate their own performance improvement projects
that focus on clinicd and nonclinical areas, as wel as peformance improvement projects
required by the dtate; and MCOs must have their program reviewed by the sate annudly. In
addition, MCOs ae required to mantan an information sysem that collects andyzes,
integrates, and reports (i) information on utilization, grievances, disenrollment, and solvency,
and (i) encounter data on enrollee and provider characterigtics, and services furnished. MCOs
are required to make this information avalable to states and HCFA. When find, they will dso
have to comply with the federd standards on dectronic transmisson and security developed as a
result of the Hedlth Insurance Portability and Accountability Act.

33 63 Fed. Reg. 25272 (May 7, 1998); 63 Fed. Reg. 32784 (June 16, 1998); 63 Fed. Reg. 43242 (August 12, 1998).
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Part Two. Findings
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l. Introduction

Given exiding legad obligations of the federd government, states, and MCOs to
collect and report data on care furnished under Medicad managed care programs, the
Subcommittee assessed gaps between current practices and data collection and reporting
duties, and examined the extent to which state Medicaid agencies had addressed these
gaps  The Subcommittee conducted severd hearings in Washington, DC, inviting
representatives from the federd government, State legidatures, stae Medicad agencies,
advocacy organizations, and academia, among others, to testify about their perspectives
on data issues for Medicad managed care. In order to be sure tha issues were
condgtently addressed, the Subcommittee provided a series of questions to the
participants before the hearings. These questions included types of data collected,
andytic framework, collaboration efforts as well as, areas of privacy and confidentidity.
The specific questions are contained in the Appendix.  These testimonies provided the
Subcommittee with a national perspective on the problems regarding data collection and
reporting in the context of Medicaid managed care.  The Subcommittee aso traveled to
Massachusetts and Arizoma to hear information specific to these two daes. The
information gathered during these dte vidts complemented the nationd pergpective,
while bringing to light loca concerns.

In order to determine current State practices on Medicad managed care data
collection and use, the Subcommittee built on testimony collected during hearings and
dte vidts to desgn both an analyss of Medicad managed care contract provisons and a
series of interviews with state Medicaid officids. The basc am of this esearch was to
describe the types of data duties states impose on participating MCOs and gauge how
dates decide which data duties to include in their contracts. In addition this report
explores how they use the data they require, and what their analytic needs might be.

Ovedl, the findings from the Subcommitteg’s two main activities showed thet,
despite dtates condderable efforts, the collection and reporting of Medicaid managed
care data needs improvement. Based on the discrepancy observed between exiging gaps
and current practices, the Subcommittee articulated recommendations to improve the
collection and reporting of information needed to evauate “the impact of managed care
on the hedth of [Medicaid] enrollees and their access to and use of hedth care services.”
The report presents the Subcommittegs findings following by the Subcommittee's
recommendations. Note, that while the term Subcommittee is used in sdlected sections of
this report, this report was approved by the full Committee on November 3, 1999.

18



ll. Data needs and gaps: Subcommittee hearings and
site visits

Over the past two years, the Subcommittee heard stakeholders® interested in Medicaid
managed care describe their data needs, delineate data gaps, and provide recommendations and
suggestions to the Subcommittee for a nationd drategy around data collection, reporting, and
andyss for the program. The discusson bdow summarizes pages of minutes from a number of
hearings held in Washington, DC and in two dates, Arizona and Massachusetts, and presents the
findings from these hearings. These minutes are included under TAB B.

While different stakeholders tended to emphasize different aspects of data collection and
reporting, asynthesis of their statements reved's consstent themes:

need for useful information on access, codt, and quality;

desrability for dandardizetion of a core encounter data set, enrollment/digibility
files, survey instruments, and measures, as well as the collection process itsdlf; and

access to, dissemination, or sharing of results or access to results obtained from
andyzing the data.

A. Federal agencies

Tedimony from representatives of the Substance Abuse and Mentd Hedth
Adminigration, Centers for Disease Control and Prevention, and the Bureau of Primary Hedth
Cae shows agreement among these agencies on the man quedions that they would like
answered with Medicaid managed care data

1. What services are available to Medicaid enrollees? Do they have access to the
full gpectrum of services, including preventive services?

2. What are the appropriateness and the qudity of the services received by Medicaid
enrollees?

3. What are the hedth outcomes of Medicaid enrolless?

34 For the purpose of this paper, stakeholdersinclude: federal, state, and local government agencies, plans, providers,
beneficiaries and their representatives, researchers and other policy anadyds.
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For each quedtion, those who “ We are concer ned about the access to care of this population.
tedtified dressed the importance of We are concerned that they get access to good preventive
compaing results between Medicaid services. We are concerned that they get the information, so
fee-for-sarvice and Medicaid that they can utilize those servicesin an accurate and

. appropriate way. We are also very concerned that public
managed Cae Medicad enrollees health be an active partner in determining what those services
and commercid enrollees, and the are going to bein, and interacting with Medicaid in drawing up
Medicad  population and the | thecontracts, in collecting, and sharing the data.”
populaion at large. (January 12,1998 testimony of Gail Janes, CDC; pp.41.-42)

Agency representatives cdled for accurate, standardized individua level encounter and
eigibility data collected a the plan levd. The CDC, in paticular, recommended tha
population-based data be linked to Medicad data to supplement the program’s encounter and
enrollment data.  HCFA pointed to the option of considering an “enhanced” encounter data form,
which would include “basc” hilling information to which “sandardized information on some
key risk factors’” would be added.*®

HCFA dso emphaszed the need for dandardized measures, while respecting date
flexibility in other domans. Since HEDIS has become the indusiry standard, and has clearly
influenced the sdection by States of measures and measurement methods for Medicaid, HFCA
recommended that the Subcommittee consider what besdes HEDIS would be useful to evauate
managed care, including early warning systems, supplementa clinical or outcome data, and
information system capabilities.

B. State legislatures

While gsate legidators have smilar concerns as those expressed by federd agencies, ther
primary concern is financid. State legidators tedified that they are interested in knowing
whether “hedlth care results compare to what we used to get in fee-for- service for the dients”3®
Then, the interesting quedtion is how the results of the Medicad population compare to the
results of other insured populations, including privately insured populations in the aress of
access and quality.

To answver these questions, representatives from severd date legidatures stated that they
rely on externd sources, paticulaly on date agencies, including Medicad and public hedth
agencies, to provide them with useful information on which to base policy choices.

These representatives reported large gaps in avalable information.  As one legidator
pointed out, “we don’t redly know anything about the qudity of the vaue of the dollars that we

35 January 13, 1998 testimony of Rachel Block, HCFA; p. 44.
38 January 12, 1998 testimony of Rep. Lee Greenfield, MN; pp. 113-114 .
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ae spending”®”  In addition, as another legidator underscored, there is a cdlear need to link

Medicad to public hedth gods by “integrating those gods into your contract requirements with
your hedth plans, and then thet, in turn, is the kind of information that you make them

report...”3®

Suggedtions from date legidators:

» State agencies need to collect encounter data, satisfaction surveys, and outcome measures,
and produce outcomes studies (e.g., on whether services provided by Medicaid kept enrollees
hedthy, enabled children to stay in school and adults to work and day off of welfare,
detered them from using emergency rooms, and avoided hospitdizations), which Ie%islators
would then use to assess the general performance of the Medicaid managed care programs.®

» The federd government should rely more on the federd financid participation mechaniam to
support Medicad information systems, which date legidatures are reluctant to fund, or rely
more on the private sector, which may be ahead in developing systems that are operationd.

C. State Medicaid agencies

Tedimonies from date Medicad officias, consultants, and researchers ddineated the
data needs of state Medicaid agencies. They need information to support three main gods.

1 Purchase hedlth care for agood price;
2. Pay hedth plansfairly; and
3. Monitor and assure quality.*°

Testimonies aso described the sources of information used by Medicad agecies to
support thes