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set  

You asked for information on S/HMOs for children with special health care needs (CSHCN). 

SUMMARY


The S/HMO model of health care delivery appears to have been tried only with elderly populations, although managed care for CSHCN is an emerging model. The elderly are a very different group from the CSHCN population. The S/HMO model receives the bulk of its funding from Medicare, whereas CSHCN are served by numerous funding streams, with often conflicting rules. At least one expert suggests that models such as S/HMO have very limited replicability possibilities. 


The S/HMO’s “integrated care” model (which combines both acute and chronic long-term care services) was designed in the early 1980s as a less costly way to provide managed long-term care to the elderly as an alternative to both the traditional fee-for-service system (FFS) and the more invasive, and often inappropriate institutional care one. Brandeis University’s Walter Leutz, one of the model’s creators, credits it for “filling the gaps” in health care for seniors by providing coordinated, wrap-around services (e.g., adult day care, transportation) not normally available in the FFS system.


Congress authorized a second generation of S/HMOs in the early 1990s, which are currently in the planning stages. (The evaluative analysis of the first S/HMOs has been incorporated into these new projects.) These will introduce improvements including requiring more geriatric-specific approaches to health care and compensating health plans to allow for a broader mix of healthy and frail elderly. The 1997 Balanced Budget Act dramatically increases the number of beneficiaries these S/HMOs can enroll and makes the program permanent.

S/HMOS AND ELDERLY HEALTH CARE


In 1984 the federal Health Care Financing Administration (HCFA) agreed to share the risk of establishing a S/HMO demonstration at four sites to determine whether investing in some long-term care benefits for Medicare beneficiaries could save money by coordinating care and providing services that might prevent more costly medical complications.

S/HMO 1


The Services.  
Beginning in 1985, the demonstration sites began offering integrated health care 

services to elderly Medicare beneficiaries.  This was unique in that it extended the HMO acute care model to chronic care services. (While a major goal was to link the two services, one participating site said its primary aim was preventing premature institutionalization.) 


S/HMOs combine Medicare HMO coverage of hospital and physician services with chronic care benefits (e.g., nursing home, personal care, homemaker services), and other expanded benefits, such as eyeglasses and dental care. The services are funded with Medicare Part A and B funds, Medicaid funds (for eligible beneficiaries), and enrollee premiums. A coordinated case management system authorizes and allocates the chronic care benefits to those who meet the established disability levels within fixed caps.  Only 5% of enrollees can be considered nursing home-certifiable, and the annual limits for these services range from $6,400 to $12,000. 


The Incentives.  
Offering a new model of health care requires incentives for all stakeholders 

and the S/HMO model has several. The new model gives the companies or plans higher Medicare reimbursement (100% of the modified average adjusted per capita costs (AAPCC) for Medicare beneficiaries rather than the usual 95%) and the ability to screen applicants and establish waiting lists for people with the severest impairments (i.e., those eligible for nursing home care), so as to avoid “adverse selection.”  For consumers, the major incentive is to get more benefits, such as prescription drugs, for the same amount. And for the federal government, the incentive is reduced Medicare expenditures resulting from fewer hospitalizations and nursing home admissions.


Problems Encountered in Trying to Realize These Incentives.  An early assessment of the 

demonstrations (covering the first three years of operation) established a number of outcomes on which to measure the model’s success.  The first was whether enough people would enroll in them to make them viable. The researchers concluded that this did not occur. The reasons were varied and largely a factor of whether the plan was already an HMO before becoming a S/HMO (i.e., it already had an established enrollee base and long history in the community).  But other reasons for non-enrollment included limited marketing, competition with other providers, and higher premiums (even though it was clear that more services would be provided).


The assessment also looked to see whether the plans had been successful in organizing and managing the acute and chronic care services. While all plans were able to integrate the two, doing so was easier, and thus less costly in the S/HMOs which were already HMOs. Yet the researchers cautioned that limiting development or expansion of S/HMOs to existing HMOs could limit their growth nationally  They acknowledged that the development of new plans by long-term care providers that were not part of HMOs would require considerable staff, financial resources, and pre-paid acute health care managerial expertise. 


Finally, the assessors examined the financial performance of the demonstrations and concluded that the extensive start-up costs made the projects, at least during the early years, unprofitable.  Indeed, all reported substantial losses during the first three years, although they were able to keep service expenditures within planned levels. Part of this was attributed to the high administrative and marketing costs coupled with lower than expected enrollments. (Hospital use rates came in at or below projections). 


The researchers suggested that part of the financial losses could also be attributed to the fact that risk was shared with the federal government during the first three years and that once plans reached their risk limits, there were no incentives to contain costs that would be borne by someone else. 


Some of these researchers point to a number of additional factors that may have limited providers achieving their incentives. 

1. No specific efforts were directed at trying to change physician behavior, largely because the doctors did not know that their patients were S/HMO members.

2. Partnership and contractual arrangements meant that some providers had no incentives to increase their volume.

3. Salaried HMO physicians sometimes had incentives to maximize their spare time or convenience, which ran counter to the S/HMO incentives.

4. The integration of acute and chronic care services did not occur to the extent expected.

5. Case management was directed only to those who were considered nursing home-eligible

6. Members could withdraw at any time, thus weakening the incentive to make up-front preventive investments.

7. Long-term care benefits were circumscribed, making the prospect  of tradeoffs between the two types of care less practical.

S/HMO II



Congress extended the demonstration in 1991 and established a second generation model. One goal of the modified S/HMO (S/HMO II) was to test the effects of more carefully linking chronic care case management services with acute care providers. Six planning grants were awarded to an additional six S/HMOS; these are still in the design stage. 


HCFA incorporated specific changes into the design of the new S/HMOs. First, the sponsoring organizations had to have considerable experience with managed care, preferably based in existing Medicare HMO risk contracting operations. Second, they had to have a strong, identifiable commitment to geriatric practice so as to distinguish themselves from other HMOs and ensure better health outcomes (this would include geriatrically trained personnel and employing protocols for managing typical geriatric problems), and would have to be aimed at a range of elderly, not just those most severely disabled. Third, and related to the previous feature, physicians would need to be induced to address the geriatric needs of their patients. And fourth, organized case management had to be a prominent feature. 


To provide a more discriminating measure of expenditure risk, the AAPCC adjustment was recalculated. HCFA created a series of rate cells based on levels of disability and associated features that reflected the risk of higher service costs. And to maintain budget neutrality, capitation for the healthier clients was lower than the AAPCC average payments.  This approach would reduce the incentive to enroll healthier clients and pay the S/HMOs a more continuously increasing capitation rate that reflected the actual risk of the enrollee. 


The sites also plan to emphasize servicing traditionally underserved populations, such as Medicaid and minority enrollees and rural populations.

S/HMOs Versus Other Managed Care Models—Other Thoughts on the Subject 


Managed care as a model of health care delivery is a relatively recent phenomenon and continues to be tested. The managed care models that have been used to provide elderly long-term care are likewise still evolving, but according to at least one expert they will ultimately replace the current system. Three of the major models are distinctly different from the FFS system because they are all organized and integrated systems and receive capitated payments to provide their services. 


The other two models are the Program of All-Inclusive Care for the Elderly or PACE program (which Connecticut is poised to begin), and TEFRA HMOs, which were initiated under the Tax Equity and Fiscal Responsibility Act of 1982. PACE is similar to the S/HMO model in that it combines acute and chronic care in a coordinated fashion, but it is limited to elderly people who are certified as eligible for nursing home coverage (under Medicaid). Thus, it would be appropriate for only some elderly people needing health care, where S/HMOs are intended to serve a cross-section of the elderly in the community, attracting both the healthy and the impaired. PACE also requires the use of adult day care centers where S/HMOs do not, and it does not limit the number of social services, which are capped in the S/HMO model. Finally, PACE providers receive a capitated payment that does not vary based on the degree of frailty or the services used. And most of its funding comes from Medicaid rather than Medicare.  


The TEFRA model offers some home- and community-based services, such as home health care, but not those that encourage or supplement social support, as is true with S/HMOs. 


David Graber of the Medical University of South Carolina cites the S/HMO model’s ability to support medical care by making sure medical appointments are kept, not just made; that transportation to these appointments is available; that medical regimens are followed; and that emergent medical problems are spotted and responded to. The model emphasizes oversight and monitoring of health status more than the other capitated models.


Graber offers outcome examples that both support and refute the benefits of using the S/HMO model. In one study, life expectancy for “impaired” individuals and those with both acute illnesses and impairments was better in a comparison FFS group than for S/HMO members (although this study was criticized for inadequately controlling for case mix/disability differences in the two groups). Yet in another study, S/HMOs were found to have fewer overall days of care in rest homes with nursing supervision. 


Graber presents other limitations that some critics have raised.  One is a failure to fully incorporate multidisciplinary teams and physician input into care planning and to include  geriatric practitioners. But he points to the fact that S/HMO II model uses team-based approaches and more formalized geriatric services.


Graber discusses several issues that inevitably arise in the move from a FFS system to a capitated one. One is how to make these changes with the fewest behavioral changes from health practitioners. He mentions the significant changes that were required with the onset of Diagnostic Related Groups (DRGs) in the early 1980s and the conflicts they caused and suggests that a more radical shift to capitation could cause even more drastic changes, such as staff cuts and shifts in prestige and even the existence of some professions and institutions.


A second concern Graber raises is that of financing versus actual health concerns driving the changes.  He points to research that found providers raising their fees as they transitioned to a capitated system to ensure a higher rate once the plan took them in.

REPLICABILITY FOR THE CSHCN POPULATION


Robert Hurley of Virginia Commonwealth University and a member of the Medicaid Managed Care  Program’s National Review Committee, discusses the extremely slow pace of Medicaid’s move from an FFS to a capitated system. He suggests that stakeholders coming from very different vantage points with conflicting goals may contribute to the delays, but that the delays may be due to nothing more than a desire to do things right and to fully understand and appreciate the complexities involved. And carefully designed prototypes, such as S/HMOs, are a good way to do this.


But, he argues, while the existing models are good and can provide valuable information,  they may not be easily replicated as they rely on very elaborate targeting, narrow eligibility criteria, regulatory waivers and exemptions, highly customized compensation methods, protracted design and start-up periods, and high start-up costs.


He suggests that the small models are unlikely to achieve commercial “viability” because they cover limited numbers of lives and have little leverage, and will be unable to create full provider networks and negotiate favorable rates and terms. They also may not be able to obtain the economies of scale needed to offset the high administrative costs of managing plans of clients who may have many needs. Beyond economic limitations, Hurley argues, these models may not recognize or respect the fact that many clients may wish to have more mainstreamed services as a step toward achieving their goal of equitable treatment. He offers as an alternative a plan or model that creates a highly specialized “center of excellence” within a larger managed care organization.
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