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Cut to the Chase!

T̋HE GLORY DAYS OF THE MMA ARE OVER.  

īRates are tightening and the regulatory bar is being raised.

M̋arket leaders focusing on long -term survival: 

īDiversifying product portfolios

ËNon-traditional products are whatôs selling.  Organic growth 
coming from: 

- Supplement purchasers, Medicare-onlyôsin new MA markets

- Employer group retirees

- Special needs populations, especially chronically ill

ËñCadillacò products (e.g., PPOs) have some insulation from cuts.

ËñBalance the risk poolò

īReducing execution risk

ËGreater sophistication needed given competition and regulation.

ËProducts for the low-income must survive through improved 
operational efficiency.
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An Industry Thatôs Its Own Worst Enemy, 
with Terrible Timing in 2007é

B̋ruising spring/summer hearings on broker misconduct

A̋mericaôs Health Choice, SunCoast mid -year terminations

P̋ublic disclosure of CAPs by CMS

W̋ellCare : the ñnew Enronò

H̋ealthNet : ñSicko ò says so

ītied employee bonuses to dropping sick policyholders

Q̋Med collapse

īAugurs wave of consolidation coming among SNPs

M̋edicare HEDIS scores plummet

īMedPACmeeting 11/9 revealed poor quality in Medicare HEDIS scores vs. 
pre-MMA

īNewer plans fared worse that veterans; PFFS didnôt even report
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The Medicare Debate in Washington

M̋edicare bill now under discussion: 

ī2-year physician pay cut fix funded by MA cuts in $8-12B range

ËMust-do by YE

īHouse Parts C/D policy changes to watch for:

Ëñlevel playing fieldò 

ËPFFS deemed networks, other exemptions phased out

Ë3-year reauthorization of SNPs with strings attached

ËSpecific conditions, requirements for C-SNPs

ËMinimum MLRs

ËState DOI oversight of marketing/sales

ËEmployer group waiver limitations
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Current Contract Summary: Number of 

Contracts

MA Only 

Enrollees

Drug Plan 

Enrollees

Total 

Enrollees

Total "Prepaid"  Contracts (1) 605 1,486,269 7,495,364 8,982,041

Local CCPs 408 433,761 5,887,330 6,321,499

PFFS 47 693,442 998,407 1,691,849

Demos 38 1,806 214,877 216,683

1876 Cost 27 146,179 163,599 309,778

1833 Cost (HCPP) 13 76,382 76,382

PACE 42 13,514 13,514

MSA 2 2,272 2,272

Employer Direct PFFS 1 10,762 10,762

Pilot (2) 13 111,446 111,446

Regional PPOs 14 10,219 217,637 227,856

Total PDPs 100 17,212,953

Employer/Union Only Direct 

Contract PDP

10 125,018 125,018

All Other PDP (1) 90 17,087,935 17,087,935

TOTAL 705 26,194,994

Medicare Parts C & D Enrollment: 
November 2007

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plan 
Contract Report ïMonthly Summary.  CMS, released Nov. 12, 2007.

Includes:
Å1,080,593 SNP
Å494,744 Local PPO
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Total Medicare Beneficiaries with Drug 
Coverage

ENROLLMENT CATEGORY

# ENROLLED 

(IN MILLIONS)

Stand -Alone Prescription Drug Plan 17.1

Medicare Advantage with Prescription Drugs 7.45

Medicare Retiree Drug Subsidy (RDS) 6.94

Estimated Federal Retirees (Tricare, FEHB) 3.33

Additional Sources of Creditable Coverage* 4.86

TOTAL 39.68

As of October 17, 2007:

Source: Total Medicare Beneficiaries with Drug Coverage Data. 

CMS.  Released Jan. 30, 2007, updated October 17, 2007.

*Includes Veterans Affairs (VA) coverage (1.85 million), Indian Health Service coverage (0.03 

million), active workers with Medicare secondary payer (2.57 million), other retiree coverage 

(not enrolled in RDS) (0.1 million), and State Pharmaceutical Assistance Programs (SPAPs) 

(0.31 million).   
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PFFS Enrollment, January 2000 -November 2007
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P̋FFS plans have grown very rapidly since 2005

īAccount for more than 60% of all new  MA enrollment

B̋y November 2007, PFFS enrollment at 1.7 m

īSurge - 500,000 of these members were added in January 2007 alone



SNPs

Convergence of Health Policy Factors 
Create Opportunities for SNPs

Medicaid 
Reform

Risk 
Adjustment

Part D 
Auto-Enroll 

of Duals

Lock-In 
Exemptions
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Special Needs Plans Enrollment

Å*Up from 531,507 in July 2006

ÅMajor sources of increase:

ÅCIP (XLHealth) C-SNPs: 300 members to ~80,000

ÅRollover of existing membership into:

ÅFive new SHMO institutional SNPs in CA and NY (107,366)

ÅFour new Kaiser dual eligible SNPs in CA, CO, and GA (56,342)

Data as of November 2007:

Sources: Mathematica Policy Research presentation, September 18, 2007; 
Special Needs Plans Comprehensive Report. CMS. November 2007.

SNP Type

Number of 

Contracts

Number of 

Plans

Sub Total 

Enrollment

Chronic or Disabling Condition                       43                  73                     183,881 

Dual-Eligible                     204                320                     751,784 

Institutional                       65                  84                     144,928 

Totals 312                   477               1,080,593                 
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Special Needs Plans Enrollment, continued

~̋200,000 SNP beneficiaries are ñpassive enrollmentsò 
from Medicaid managed care plans in 2005 -2006

īMost passive enrollment was in PA, AZ, MN, CA, TX, TN, OR, and KY

īA one-time event; likely will not be repeated 

8̋4 % of total August 2007 SNP enrollment was in 9 
states and Puerto Rico

īPR, CA, PA, NY, AZ, FL, TX, MN, TN, and AL

N̋early 60 percent of total enrollment was in 10 
companies

N̋umber of SNPs with fewer than:

ī10 enrollees ï68

ī100 enrollees ï138

ī500 enrollees ï273 (57%)

Sources: Mathematica Policy Research presentation, September 18, 2007; 
Special Needs Plans Comprehensive Report. CMS. August 2007.
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SNP Contracting Trends 2006 -2008

2006 2007 2008

Dual Eligibles 226 321 441

Chronic 12 73 245

Institutional 35 84 89
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Medicare PDPs by Total Enrollment in Parent 
Organization 

PARENT ORGANIZATION # ENROLLED % OF TOTAL

United Health Group, Inc.* 4,702,247      27.4%

Humana Inc.* 3,465,373 20.2%

Universal American Financial Corp. 1,640,154 9.5%

Wellpoint, Inc.* 1,218,428 7.1%

WellCare Health Plans, Inc.* 974,478 5.7%

Coventry Health Care Inc.* 718,941 4.2%

CVS-Caremark, Inc.* 361,523 2.1%

Health Net, Inc.* 353,479 2.1%

Wellmark, Inc. 342,805 2.0%

Health Care Service Corporation 321,112 1.9%

Medco Health Solutions, Inc.* 316,986 1.8%

CIGNA* 311,658 1.8%

Aetna Inc.* 308,662 1.8%

Longs Drug Stores Corporation* 240,753 1.4%

Sierra Health Services, Inc. 195,877 1.1%

Torchmark Corporation 168,502 1.0%

Horizon BCBS of New Jersey 133,530 0.8%

Total Other 1,405,235 8.2%

GRAND TOTAL 17,179,743 100.0%

* Indicates national contracts 

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plans Coverage 

Enrollment ïMonthly Enrollment Report by Contract. CMS, released Oct. 15, 2007.

As of October 1, 2007 payment:
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PARENT ORGANIZATION # ENROLLED % OF TOTAL

United Health Group, Inc. 1,268,541 17.0%

Humana Inc. 1,093,070          14.7%

Kaiser Permanente 841,266 11.3%

Wellpoint, Inc. 253,147 3.4%

Highmark Inc. 223,129 3.0%

Health Net, Inc. 206,985 2.8%

BCBS of Michigan 179,071 2.4%

Coventry Health Care Inc. 156,423 2.1%

Aetna Inc. 147,671 2.0%

HIP Health Plan of New York 124,984 1.7%

NewQuest Health Solutions, LLC 119,988 1.6%

Aveta, LLC. 119,740 1.6%

Independence Blue Cross 118,044 1.6%

WellCare Health Plans Inc. 107,236 1.4%

SCAN Health Plan, Inc. 100,806 1.4%

Universal Health Care Inc. 94,564 1.3%

Medical Card System, Inc. 81,731 1.1%

Total Other 2,217,941 29.8%

GRAND TOTAL 7,454,337 100.0%

MA-PDs by Total Enrollment in Parent 
Organization 

As of October 1, 2007 payment: 

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plans Coverage 

Enrollment ïMonthly Enrollment Report by Contract. CMS, released October 15, 2007.
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2008 MA Expansions

2̋5% increase in the number of MA plans

S̋NP plans increase to 772

īDEs: 440 (57%)

īChronic Condition: 239 (31%)

īInstitutional:  93 (12%)

P̋FFS plans increase to 839

īUp 71%

ī25% of all MA plans

īMA growth driver

L̋ocal PPOs (~3x)

ī356 plans with moratorium now lifted

H̋MOs

ī52% of all MA plans

īService Area expansions

Source: CMS Preliminary List 9/25/2007.
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Steady Decline in Medigap Even Before
Launch of Part D
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Enrollment in Standard Medigap Plans, July 2006

A majority of Medigap plan enrollees are in Plan F, which covers all the 

deductibles and coinsurance charged under Medicareôs FFS program.
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Source: Americaôs Health Insurance Plans, based on survey data.
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MA Enrollment as % of Total Medicare Enrollment, 
1995 -2017

Source: The MA Program: Trends & Options. CBO Testimony to 

Subcommittee on Health Committee on Ways & Means House Reps.  

March 21, 2007.

CMS 2005 Projection
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Health Plan Enrollment for Covered Workers by Plan 
Type, 1988 -2007

Source:  KFF/HRET Survey of Employer-Sponsored Health Benefits, 2007
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Employer Choice - 2007
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Employer Group Market is Continuing Growth 
Opportunity for PPOs and PFFS Plans

E̋mployers Provide 
Drug Coverage for 
One-Quarter of 
Medicare Beneficiaries 

I̋nsured or Self -
Insured Arrangements

PDPs: 

39%

Other Rx 

Coverage:

18%

Employer 

supplemental:

25%

MA-PDs:

20%
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2008 Group Market Expectations

F̋or 2007 and beyond, expect a shift to Part D

ī35% of employers plan to eliminate all health benefits for 
retirees who enroll in PDPs over next 5 years1

G̋M/UAW agreement serving as catalyst for 
movement of group retirees into Medicare

F̋irst movers: states, counties and municipalities; 
labor unions; tax -exempt and nonprofit 
organizations

īDonôt realize tax benefits of employer subsidy

īTo be followed by mid-sized to large employers

R̋ust Belt states, especially Michigan and Minnesota, 
are bellweathers

ñ̋Second land grabò ïtransition will occur over next 
6-8 years, never to repeat.

Source:

1. Watson Wyatt Worldwide 2006 Survey on Retiree Health Benefits. June 28, 2006. 
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How is the Landscape Changing?

M̋edigap is declining.

P̋DPs have grown at half the rate of MAOs since May 2006.

M̋A enrollment growth attributable to: 

īPFFS: 1.7M

Ëmany Medigap/PDP expats; 

ËWill evolve into coordinated (not managed) care

īPPOs: 720,000

Ëmany Medigap/PDP expats

īSNPs: 1M

Ëmost HMO switchers except in C-SNPs (some Medigap expats)  

E̋mployer group retiree migration beginning ïaccruing 
more to MAOs than Medigap /PDPs

ī11M total market opportunity for PFFS/PPOs
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Keys to Success for Medicare Plans: Year 3

Product Line Diversification

Sales and marketing

Member Retention 

Revenue management

Compliance
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How are Beneficiary Preferences Changing?

What is 
Part D?

Whatôs the 
best value 

for me?

How will I 
take care 
of myself?

I want 
freedom of 

choice when 
Iôm healthy.

I want my 
plan engaged 
when Iôm sick.
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