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Cut to the Chase ïThe View from Washington

ÅGood news ïChange is coming

ÅBad News ïChange is coming to MA --

still a budget target 

ÅPresident Elect Obama has publicly stated 

he will cut MA rates to FFS levels

ÅMixed News ïObama and Congressional 

Democrats support government Part D 

negotiating authority

ÅMitigating Circumstances ïFiscal crisis 

and priority for health care reform

ÅTimeline ïmany competing priorities, 

unclear whether reform will be 

incremental or comprehensive
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Historic Election

ÅObama/Biden: 365 

Electoral votes ïmap 

redrawn

ÅTransformative moment

ÅDemocrats gained at least 

6 seats in Senate 

Åshort of 60 needed to thwart a 

filibuster

ÅDemocratic gains in House 

+20 seats

ÅPolitical Appointments at 

HHS and CMS
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Political Reality

Å$1 Trillion deficit

ÅFirst critical priority - deal with the financial crisis

ÅFiscal Stimulus package

ÅBroader reforms and regulatory overhaul

ÅContinuing Resolution and Appropriations left 

over from last Congress

ÅFirst Obama budget

ÅIraq and Afghanistan wars

ÅHealth care slipped to lower priority 

ÅAmericans still divided ï52% Obama and 46% 

McCain
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Cut to the Chase!

ÅThe MIPPA era has arrived.  

ÅNew politics of MA:

MA as piggy bank The bar is rising fast
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Cut to the Chase!

ÅThe future is about two things:

ÅñLevel playing fieldò

ÅMA vs. FFS reimbursement

ÅCadillac plans have more insulation than 

$0/low-premium plans

ÅPFFS vs. other MA requirements

ÅACCOUNTABILITY

ÅRapidly-growing raft of new 

requirements

ÅCMS renewed focus on compliance 

and enforcement
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Political Reality: Health Plans Are Here to Stay
Medicare Parts C & D Enrollment: October 2008

CURRENT CONTRACT SUMMARY NO. OF 

CONTRACTS

MA ONLY 

ENROLLEES

DRUG PLAN 

ENROLLEES

TOTAL 

ENROLLEES

Total ñPrepaidò Contracts 735 1,669,050 8,555,016 10,224,066

Local CCPs 510 411,972 6,808,877 7,220,849

PFFS 77 1,019,945 1,266,561 2,286,506

Demos 17 730 3,983 4,713

1876 Cost 25 107,069 169,137 276,206

1833 Cost (HCPP) 13 72,860 0 72,860

PACE 57 0 14,923 14,923

MSA 9 3,610 0 3,610

Employer Direct PFFS 2 11,301 1,938 13,239

Pilot (2) 11 28,096 0 28,096

Regional PPOs 14 13,467 289,597 303,064

Total PDPs 102 17,438,716

Employer/Union Only Direct Contract PDP 9 125,118 125,118

All Other PDP 93 17,313,598 17,313,598

TOTAL 837 27,662,782

Includes:

Å1,295,463 SNP

Å1,079,101 Series 800

Å688,180 Local PPO

Source: Medicare Advantage, Cost, PACE, Demo, and Prescription Drug Plan 

Contract Report ïMonthly Summary.  CMS. October, 2008.
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Political Reality for Medicare Advantage:

Physicians Face Continued Eroding Revenues
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Political Reality for Medicare Advantage: 

Practice Costs vs. Medicare Reimbursement 

American Medical Association, Division of Economic and Health Policy 

Research, August 2008.
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Political Reality for Medicare Advantage: 

Ongoing Crisis of Physician Reimbursement

ÅCongress needs to revisit physician fees before 

January 2010 or face 20% reduction under SGR

ÅRepeal current physician payment mechanism: 

$262B over 10 years.

ÅFreeze physician payment rates at 2007 levels for 

the next ten years:  $177.4B.

ÅMedicare Advantage is favored offset, but only 

covers fraction of cost

ÅPhasedown to 100% FFS = $17 billion

ÅBudget deficits and financial crisis limit 

Congressô ability to fund long-term fix
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Obamaôs Medicare Reform

ÅMedicare Advantage - Specific provision to 

ñeliminate excessive subsidiesò and pay same 

as regular Medicare

ÅRepeal ban against Part D drug negotiation

ÅAggressively fight fraud and abuse

ÅMost likely extend the following principles of the 

Democratic reform plan to Medicare:

- Chronic disease management

- coordinated care

- quality improvement

- greater use of generic drugs 

- reimportation

http://store.barackobama.com/product_p/mg29678.htm
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The Past Could Be Prologue

ÅCongressional Democrats have supported:

- cutting MA payment to FFS levels over 3 years 

- repealing the ban on Part D negotiating authority 

- repealing the Part B ñtriggerò 

- opposing market based reforms  

ÅOther proposals discussed by Democratic members of 

Congress:

- a government run Part D program 

- closing the Part D coverage gap 

- more price transparency  

- Behavioral offset for MA risk adjustment

ÅExpect ñpay forò rules to continue?

- MIPPA  expansion of Part D coverage of benzodiazepines 

and barbituates delayed until 2011
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What a ñLevel Playing Fieldò Means
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What a ñLevel Playing Fieldò Means


