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Cost, Price, and Rates:
What do They Mean in Our World?

By Rick Murdock, Executive Director,
Michigan Association of Health Plans

As we approach mid-year, a number of messages affecting health care costs and
quality have made their way to the front burner. These messages are clear signals that
the ever-changing landscape in the delivery and payment of health care not only
continues, but will take shape much sooner and in many different ways. It doesn’t take
reading tea leaves to know such changes are occurring, but it may take others to
interpret the messages left behind. Let me offer my interpretation though this
column.

How much can our system absorb before imploding is a potential risk as these
changes are intended to be woven into the fabric of health care delivery and finance.
For many, that risk is worth it and would be offset by the potential reward—some
would describe as inherent need—to make fundamental changes and do it now.

These changes are seen as more necessary now than ever due to such survey
findings as those identified in a recent copy of HealthLeaders Intelligence,
(http://content.hcpro.com/pdf/content/317055.pdf):

e The Institute of Medicine estimates hundreds of billions of U.S. dollars are
wasted on unnecessary healthcare services, inefficiencies, and excessive
administrative costs. That estimate—some 30 percent of the nation’s health
expenditures—emphasizes why strategic cost control is such an important
issue to solve.

e Barriers to sustainable cost reductions continue to be raised, however
according to a HealthLeaders survey, 60 percent of respondents said that
lack of data on the true cost of providing care is the number one barrier to
sustainable cost reductions. The survey shows that 41 percent of respondents
said insufficient integration with care partners was a barrier and 40 percent
said the lack of technology in place to achieve goals was a barrier as well.

continued on page 3



A Different Look

By Bill Burke, Knight Consulting

As we begin to address the many
changes and challenges to the Medicaid
Managed Care system, it is important to
focus on the human factors involved in
the delivery of services to those in need
in this state. Access to high quality,
affordable health care continues to be a
driving force in the managed care
system.

One in four Michigan residents
medical services

currently receives

through the traditional Medicaid program

they run for office. They may all have a
slightly different view of what’s best,
or how to get there, but the main goal
remains the same. They also have the
responsibility to balance the budget for
all the citizens in this state, a fact that
we are keenly aware of. We recognize
that the Medicaid program is now the
single largest program in state government.
For this reason, we must seek to ensure
the most cost effective delivery of services

to this population. We will do this under

As we deal with the traditional Medicaid programs

and the newly established programs we must be

mindful of the many changes “in the hopper” in both

the legislative and administrative branches of state

government in the coming year.

and the new Healthy Michigan program
for the expanded Medicaid population.
Over the past eighteen months the face
of healthcare in Michigan has changed
dramatically, including the implementation
of the federal Accountable Care Act.
More citizens have the assurance that a
medical crisis will not push them into
financial ruin, and more hospitals and
providers will see a reduction in the
uncompensated care previously incurred.
Now that preexisting conditions have
been eliminated from medical benefits
plans, those who suffer from a chronic
medical condition will no longer fear
that prejudice will keep them from being
insured. College students may now be
included in their parents’ policy for lon-
ger periods of time.

Every elected official wants what’s
best for their constituents. That’s why

the watchful eyes of the Michigan Legis-
lature and the Department of Health and
Human Services (DHHS). We accept this
challenge and will remain in constant
contact with these entities as well as our
partners in the health care arena to
achieve this goal.

As we deal with the traditional
Medicaid program and the new programs
we must be mindful of this year’s
changes “in the hopper” of both the
state’s legislative and administrative
branches.. A rebid on Medicaid, MI
Child and Healthy Michigan plans will
be released this summer. Rates will be
submitted and approved for those who
are awarded contracts through DHHS.
New Federal Managed Care Rules will
be implemented. Changes will be made
to the current system of mental health

parity and integration of various recipient

Bill Burke’s View from the Capitol

classes. Pharmacy increases will challenge
policy makers and those who insure
patients to keep costs low as the programs
go through the legislative budget
process.

This is a tremendous amount of
change before us and I ask the legislature
NOT ADD TO IT until the current
changes are made by those who provide
or receive program services.

Lawmakers, the managed care
industry and the executive branch will
be required to work together in creating
these changes to ensure lransparency
and accountability between involved
parties. “Trust, but verify” was a quip
from former President Ronald Reagan,
and a great reminder as we embark on
another year of change in the health care
industry. Now, more than ever, it is critical
that legislators understand the difference
between the “old and the new” Medicaid
program. The product (Medicaid Health
Plans) coming out of these changes will
not look like today’s Medicaid program.

Bill Burke has been

an associate of Knight
Consulting since 1998.
Prior to that, he was
Director of Legislation
and Associate
Executive Director

of the Michigan Dental
Assoctation. His duties
included lobbying healthcare issues at the state
and federal levels for the 14 years that he held
those positions. He has been a registered
lobbyist for 20 years, specializing in health

care, insurance and appropriations issues.
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Cost, Price, and Rates: What do They Mean in Our World? (continued from page 1)

® Even more alarming may be the
related  HealthLeaders
finding that only 5 percent of

survey

respondents said they are able to
determine the true cost of providing
all care, 26 percent said they can
do this for most care provided, and
said they do this for

some care provided. Those who had

54 percent

no true cost data for any care
provided was 16 percent of

respondents.

e Finally, a phrase used by many in
the health care field, “no margin,
no mission,” comes into play.

The same HealthLeaders survey
indicates that 21 percent of
respondents reported a negative
operating margin, and 35 percent
fall in the O percent to 3 percent
range. Achieving a healthy margin
in the face of a complex and evolving
industry landscape is essential, but
that will be difficult for less nimble

organizations.

As our industry shifts toward payment
models that focus on population health and
value-based care, the challenge (and expec-
tation) is to better contain costs through
operational efficiencies in the short-term
while redesigning a sustainable clinical
and financial model for the long-term.

The strong response above from the
HealthLeaders survey regarding lack of cost
data is an indication that organizations are
transitioning into value-based care and
adopting risk-based reimbursement models.
They understand the critical need for cost
data in order to successfully complete this
transition.

How is Michigan poised to respond to
these messages? The answer to that is now
coming into view in the context of recent

state and national decisions.

State Budget for FY 16

The message conveyed in the recently
adopted state budget is unmistakable—at
least to the Medicaid managed care industry.

That is, “be prepared to be held accountable
for more services and reports with less rev-
enue than the previous year.”

State legislative leaders and policy
makers clearly understand that the only way
this can occur (survival with less revenue) is
through more aggressive and early focused
management of care coupled with a more
rigorous approach to contracting and reim-
bursement under health plan provider con-
tracts. This would suggest very simply that
health plans will work with and invest in
providers and other business partners who
are aligned with the overall objectives.
Meanwhile, Health Plans will be expected
to develop and/or contract with more
“non-traditional” providers.

FY 16 is a harbinger of the approach likely
to take place over in the next few years.
Observers of the state budget know very
well that discretionary general fund revenue
will be scarce in the future due to com-
mitments on personal property tax reform
and likely future needs for road funding.
We also know that current sources of
restrictive  funding (Health Insurance
Claims Assessment, HICA and Use Tax on
Medicaid Plans) may also be reduced or
eliminated over the next fiscal year. Finally,
we know that the initial exposure to the
match requirements of Healthy Michigan
Program and the likely changes in the
federal match rate for traditional Medicaid
will place even more pressure on secure
resources. So, the results of F'Y 16 are not
a surprise, and we should now look at
necessary steps to take to prevent the major
concern of FY 16 becoming a “crisis”

in FY 17.

Medicaid RFP

As many now know, the Request for
Proposal, (RFP) that will determine future
Medicaid contractors and the state/health
plan Medicaid contract is now out for review
and response. Whereas the state budget
focused on fiscal aspects of Medicaid
managed care, the results of this contracting
process will shape the future Medicaid

landscape in Michigan. Unlike the budget
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process, the RFP is very clear that its intent
is to be a change document and process.
The changes (compared to current contract)
are many and are generally welcomed by the
industry as they represent a direction that
makes programmatic sense and continues
the direction of innovations, personal
responsibility, the use of consumer and
provider incentives, and data enhancement.
Further the RFP, and consequently the
new contracts, will begin to take the path to-
ward full integration of care. That principle is
embedded in both the budget and the RFP.
It’s not a question of if integration will happen
but how soon it will happen. Most observers
agree that moving toward integration is one
way to achieve further efficiencies. As noted in
the HealthLeaders survey results discussed
earlier, insufficient integration with care part-
ners (which is how we would described the
current status) is an obstacle to containing
costs. In other words, a path forward on
meeting the revenue shortfall may indeed be
the hastening of full integration.
In the context outlined by the budget process
and embedded in the RFP it should be no
surprise that expectations for changes in
pricing/reimbursement, will occur. Whether
that takes place within the demonstration of
the State Innovation Model (SIM) initiative or
by itself, make no mistake: It will happen.

New Medicaid Managed Care Rules
While we sometimes think we can’t
absorb anything more, along comes the long
expected revision of federal rules governing
Medicaid managed care. These rules, once
final, will govern how states like Michigan will
implement and provide oversight of this pro-
gram. The rules will likely require significant
adjustments in the final contract between
health plans and the state of Michigan. The
intent of the rules is laudable—alignment to
be consistent with commercial and Medicare
programs in order for consumers to have a
sense of consistency as they move through the

systems. It is up to MAHP, working with our

continued on page 4
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Cost, Price, and Rates: What do They Mean in Our World? (continued from page 3)

members and the state of Michigan, to develop
appropriate recommendations on these rules
that support what makes sense and suggests
revisions in areas that are distinct differences
between a Medicaid product and those in
commercial insurance and Medicare. Overall,
we should embrace the agenda of change and

movement toward a common platform.

Market Exchange, Insurance Exchange
Filings, Rates, and Impact of King vs.
Burwell

While Medicaid is the most visible
health plan product that may be shaped by state
policy and budget, it’s by no means the only
health insurance initiative that is rapidly
changing. Now into its fifth year, the Afford-
able Care Act, ACA (or Obamacare) has made
profound changes in the overall health care
environment. These changes affect all forms of
insurance, including commercial insurance.

We now have guaranteed issue; coupled
with the individual mandate to purchase insur-

ance. We now have essential (comprehensive)

health benefits that consumers must purchase;
coupled by a sliding scale subsidy to help keep
the insurance affordable. As a result, we have
more competition in both price and customer
service. Data from the third year of filing (for
CY 2016) are now in place (having been filed
with DIFS) and are under review by CMS.
Affordability will continue to be the focus for
sustaining consumer involvement. Many
changes suggested in the budget, Medicaid
RFP and rules will also be taking place in the
commercial insurance marketplace, and vice
versa. The clear demarcation between
Medicaid and commercial is now “gray” and
we should expect more carriers to offer products
in both of these markets (as well as Medicare)
to balance risk, increase enrollment and

provide consistency for customers over time.

Conclusions

We are now seeing what we expected,
a full agenda of change in the health plan
environment. The onus is and will continue to

be making health plans more efficient and
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producing better outcomes for improved
health status and services. This in turn
should reduce costs. Let us remember that
reducing costs does not mean that our
expectations for quality should be lowered.
In fact, many organizations have cut costs while
maintaining or improving quality. On that
point, I fully expect our members to challenge
their provider and business partners to identify
and work toward further efficiency while
keeping the performance bar high.

We know organizations that understand
costs are more financially viable and therefore
better prepared for the challenges ahead.
The bottom line is well-managed organizations
are able to maintain quality standards as they
seek to reduce costs, and part of that discipline
is having an understanding of the true cost of
providing care. How we find and measure
the true costs of care may be the Holy Grail

for success.
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Next-Generation Sequencing Panels
The New Era in Cancer Genetic Testing

Next-generation sequencing (NGS) is
poised to be one of the most significant
technological advances in the biological
sciences of the last 30 years. The cost of
DNA sequencing has decreased signifi-
cantly with the use of NGS technologies.
Just five years ago, NGS was used primar-
ily in the research setting. Today it is the
main sequencing method used for a vari-
ety of clinical genetic tests, including cell-
free DNA for noninvasive prenatal testing,
whole-exome sequencing, and a growing
number of targeted multigene panels.2

NGS allows an unprecedented oppor-
tunity for rapid analysis of multiple genes
simultaneously at a considerably lower
cost than traditional (Sanger) sequencing
methods. This is leading to a paradigm

contrast, switching to a NGS procedure
leads to a reduction in cost and turn-
around time, meaning patients can get
timely results for surgical decision making
at a much lower cost. Additional advan-
tages of NGS include an increased
likelihood of detecting a disease-causing
mutation as well as the potential for the
identification of well-known cancer sus-
ceptibility syndromes in families of low
clinical suspicion.3

At the same time, however, the oppor-
tunity to analyze multiple genes at one
time has introduced new challenges.
There is an increased risk of identifying
Variants of Unknown Significance (VUSs),
which are variations in the gene whose
effect on cancer risk is not currently

New Era in Cancer Genetic Testing

June 17, 2015 through August 3, 2015,
stating that BRCA1 and BRCA2 genetic
testing for breast or ovarian cancer
susceptibility with multigene panels is
covered as medically necessary for patients
who meet the following four criteria:

* pre-test counseling
independent of the lab has been

genetic

performed;

e post-test independent counseling
is planned;

e all genes in the panel are
“relevant” to a patient’s personal
and family history; and

e patient also meets criteria for at
least one other hereditary cancer
syndrome.

BENEFITS

LIMITATIONS

Simultaneous analysis of multiple genes

Unknown level of cancer risk for many genes

Quicker turn-around-time

Increased rates of VUSs

More time and cost effective

Lack of clear management guidelines for some genes

More likely to identify hereditary cause

A thorough work-up in a timely fashion without

multiple follow-up visits for additional tests

shift in clinical cancer genetic counseling
and testing whereby the traditional
approach of single-gene testing is being
replaced by considerations of testing by
multigene panels.

Results from recent studies have
confirmed multiple advantages to utilizing
NGS panels in cancer genetic testing,
including time and cost effectiveness as
compared with that of Sanger sequencing
of each gene separately. For example,
testing of the BRCA1/2 genes in
hereditary breast and ovarian cancer
traditionally has been performed by
Sanger sequencing, which can cost nearly
$4,000 and can take several weeks for

the data to be generated. In sharp

known and thus are reported as incon-
clusive results. As data is accumulated
through family studies though the clas-
sification of variants continues to
improve and it is expected that as this
continues there will be a decrease in
inconclusive results across all panels.
Other challenges are that specific cancer
risk estimates for genes included in
multigene panels may not be known and
clear management guidelines for rare
mutations may not exist.>

Recently, the Centers for Medicare
& Medicaid Services (CMS) issued a
draft local coverage determination
(LCD) related to panel testing, which
will be open for comment beginning

In alignment, the current National
Network
guidelines specify that multigene panels

Comprehensive  Cancer
should only be ordered in consultation
with a cancer genetics professional
because while NGS represents a new and
exciting era in cancer genetics, it is not
without its complexities and patients will
undoubtedly need guidance and expertise
as they navigate the options of multigene
panel testing,

Should you have any questions
or would like further information about
multigene panels, please contact Nancie
(313)  576-8704  or

petrucel @karmanos.org

Petrucelli  at

517.371.3181
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Modernizing the Michigan Insurance Code

By: Dusty Fancher, Midwest Strategy Group

The year was 1956 — a breakthrough
new vaccine was released to eradicate
polio, total federal spending was $70.6
billion, and the Michigan Legislature
authored the insurance code. Fast forward
59 vyears, and medical science has
evolved to the point where we now have
genetic testing and biological drug treat-
ments, the Federal budget is around

$3.9 but the core health

insurance related partitions of the

trillion,

insurance code has remained largely
unchanged since the 1970s.

In the era of term limits, tackling
a complicated reform effort has proved
difficult - but not impossible. The Snyder
Administration has focused its attention
on transformative change, creating the
Office of Regulatory Reinvention (ORR)
and the Department of Insurance and
Financial Services (DIFS). The Governor
tasked the former with simplifying
Michigan’s regulatory environment by
reducing obsolete rules that are limiting
economic growth, and the later evolving
the traditional regulator role to embrace
becoming full partners in Michigan’s
economic development. Unfortunately,
ORR stopped short of reviewing the
Insurance Code and the DIFS is still in
its infancy of welcoming its new task.

This transformation has provided
a reform minded legislature with the
resources and desire to tackle complicated
and contentious issues such as completely
rewriting the state’s law governing
workers compensation, reforming the
state’s business tax structure, addressing
legacy issues of urban cities, and even
the mutualization of Blue Cross Blue

Shield of Michigan.

These examples

required an immense amounts of effort
and persistence to secure the necessary
votes to win passage.

Frederick Douglass stated “If there
is no struggle, there is no progress.” In
other words, shepherding fundamental
change is not easy. Leadership in the
House and Senate are not adverse to
reform, but they have shown a preference
to tackle differences and find common
ground during the process of drafting
a bill. This has strategically limited
rancorous debate on controversial issues
while still providing a process that has
allowed a larger number of those with
access to lawmakers a chance to influence
the drafting process. This usually results
in a large workgroup with a variety
of stakeholders encompassing different
viewpoints. Finally, finding agreement
with the Department, who will be regu-
lating and interpreting the changes, is as
important as it is arduous.

While we have seen the state make
great strides at reform, the next step to
increase value, choice, and competition
in the health insurance marketplace is
to modernize the insurance code. MAHP
believes that changes are necessary in
the marketplace that provide flexibility
and competition while assuring that
Michigan’s law remains strong and
relevant in the context of federal law.

With reform and modernization of
the health insurance related portions of
the Michigan Insurance Code long
overdue, our time has come. Working
closely with House Insurance Committee
Chairman Tom Leonard and other law-
makers, MAHP has developed a set of

key recommendations to modernize the

Modernizing the Michigan Insurance Code

the health insurance related portions of
the Insurance Code. Overall, changes
can be put into 3 categories: (1) updates
due to changes in federal law, (2) revisions
to modernize and clarify the insurance
code, and (3) changes that increase
competition in the marketplace.

As we move into the summer, work
on the Michigan Insurance Code will
continue. It is anticipated that a bill will
be ready for review in the committee
process early this fall, with passage
prior to the end of the year. However,
on-going education of lawmakers and an
enormous amount of patience are the key
ingredients
to success. Now is the time to encourage
lawmakers to embrace an active role
in assisting our industry in regulatory
There should be no
doubt that bringing the Insurance Code

modernization.

into the 21st century will help continue
to reinvent Michigan and prove to the

world we are indeed open for business.

Dusty Fancher is
a partner with
Midwest Strategy
Group. Quer the
last 20 years she
has served as the
Governors
Deputy Director
of Legislative
Affairs, a
Legislative

Liaison for the Michigan Department of
Transportation and worked as a policy analyst
Jor the Michigan Senate. Dusty specializes in
issues relative to transportation, education, and

insurance.
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“Strong Start” for Meridian Healt

Health Plan Updates

h Plan and Allegiance Health

Partnership to Improve Birth Qutcomes

DETROIT—Reaching Year Three of a four-year Strong
Start for Mothers and Newborns Initiative, a partnership
between Meridian Health Plan and Allegiance Health
also called the HOME program, is showing early signs
of success through increased positive birth outcomes
for Jackson County.

Since its inception in early 2013, the HOME Program,
or Health Outcomes for Moms Expecting Program,
has been involved in approximately 1/3 of all births

in Jackson County. “HOME illustrates the efficacy of
maternity care medical homes in supporting women
who are at risk of preterm deliveries,” said Meridian
Health Plan Vice President of Quality and Performance
Improvement Dr. Meghan Harris. “Our partnership with
Allegiance and local health partners has been vital to
our successful implementation and is a project that
could be replicated in other communities.”

With a rate of 9.3% low birth weight infants and 2.5%
very preterm births, JacksonCounty has had compa-
rably higher rates than State of Michigan averages of
8.5% and 2.3%, respectively. Premature births are a
significant public health problem, costing an estimated
$26 billion each year nationally from an incidence of
more than 500,000 births.

The project described was supported by Grant Number
1D1CMS331149-02-01 from the Department of Health
and Human Services, Centers for Medicare & Medicaid
Services. The contents of this publication are solely
the responsibility of the authors and do not necessarily
represent the official views of the U.S. Department of
Health and Human Services or any of its agencies.
The research presented here was conducted by the
awardee. Findings might or might not be consistent
with or confirmed by the independent evaluation
contractor.

GVHP Sponsors
Hudsonville’s June
Concert Series

Meridian Health Plan Supports Safe
Transportation for Premature Infants

DETROIT—Meridian Health Plan has partnered with Henry Ford

Grand Valley Health Plan was a proud

sponsor of the City of Hudsonville's
free concert series in June at Veteran's
Park. To promote good health, GVHP
passed out vegetable seeds for
concert-goers to plant in biodegradable
pots and take home. The seeds will be
ready to plan outside by July. This was
an opportunity for families to grow
vegetables together and for parents

to find out what vegetables their kids
enjoy most.

“It was fun watching the kids’ faces as
we explained that these tiny seeds will
soon grow into healthy vegetables for
them to eat, said Community Relations
Specialist Matt Witkowski.

Seeds offered for planting included
broccoli, carrots, pumpkins and
cucumbers.

Health System to sponsor the Baby ltem Fund. The sponsorship will
purchase car beds for premature infants.

Meridian Health Plan focuses on supporting the physical, psychological
and social wellness through their Care Coordination Model, which
engages community organizations to support population and individual
health.

“Meridian believes strongly in supporting our members through
partnerships
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Health Plan Updates

McLaren Health Plan promotes healthy living with FUN!

On Saturday, March 21, the outreach team at McLaren
Health Plan (MHP) participated in the 27th annual
Children’s Wellness Fun Fair at McLaren Port Huron
Hospital. Through information, games and fun
giveaways, MHP achieved its goal of encouraging a
healthy diet and exercise. Children attending had a
great time playing corn hole with fruit and vegetable
bean bags and loved picking out a piece of fruit from
the fruit trough. Parent’s also received items to take
home to encourage healthy behavior, including MHP

branded reusable bags, jump ropes and temperature-
detecting plastic cups.

Following the expo, the team was pleased to donate
the extra fruit to Harbor House, a local teen shelter.

In an effort to create and maintain healthy communities,
MHP regularly participates in expos across the state
including the Lansing Women'’s Expo, and the
Mid-Michigan Senior Expo.

Molina Healthcare of Michigan celebrates new office in Grand Rapids

Molina Healthcare of Michigan recently hosted a
ribbon-cutting ceremony to celebrate the opening
of its new office in Grand Rapids. West Michigan
employees were joined by members of Molina
Healthcare of Michigan’s senior leadership team to
officially open the health plan’s new office location.

This newest addition to the Michigan’s offices will
house approximately 18 employees working in provider
services, community outreach and provider engagement.
In addition, remote employees who reside in the western
part of the state will have access to the office without
having to drive to the company’s Michigan headquarters
in Troy.

Molina Healthcare of Michigan provides health care
services to those eligible for Medicaid and Medicare

and also offers certified Qualified Health Plans (QHPS)
to individuals in the Michigan Health Insurance Market-
place in the non-group market. As of December 2014,
Molina Healthcare of Michigan serves 242,000
members in the state.
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