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We keep Reinventing

Medi care Pri1 vard

A Before Medicare Advantagee t her e
was e
A Medicare risk (1982)
A Medicare+Choice (1997)

A Medicare+Choice was created in good

part designed to deal with problems
perceived with Medicare risk plans



Medicare Advantage:
What are We Trying to Achieve Anyway?

~

A The Congress identified two primary goals in
adopting the Medicare+Choice program:

Ato n...allow beneficiaries
array of private health plan choices in addition to
traditional fee-forrs er vi ce Medi car e, o

Ato n...enable the Medicar e
Innovations that have helped the private market
contain costs and expand health care delivery
opti onso

Source: U.S. Congress. Conference report on HR 2015, Balanced Budget Act of 1997,
Congressional Record. July 29, 1997.



The Balanced Budget Act, and
Confusi ng Goal s

A But a big part of the debate in 1997 was changing the
payment to M+C plans, because recall:

A the legislation was calledthen Bal anced Bud®et sA
the goal was to reduce the budget deficit

A And the perception was that Medicare risk plansweren over p a

Ansel f sietd Medidarie BIMAs by younger healthier Medicare
recipients, with arcane reliance on prior FFS Medicare payments

A But there was a huge lobbying campaign on behalf of
rural interestst o f I X what they perc
problem I n Medicareos ri sk

A Payment rates were higher in urban areas, leading to a more
generous array of benefit packages

A Policy prescription: create artificiali f | o or 0 nptdhasedem t s
prior Medicare costs, and Byzantine payment structure



Could the payment system

get more complicated?

U.S. Counties by 2007 Medicare
Advantage Payment Type
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Source: Centers for Medicare and Medicaid Services



If they raised the rates,
did they come?

A The shocking (was it really?) response to the BBA:

A Massive withdrawals of M+C plans
A Both entire plans
A And plans from geographic areas

A Huge reductions in the benefits offered by M+C plans

A Shoul dnot we have been abl e
A Well, yes, in urban areas

A But in rural, we raised the rates, and they did not come.
AWhy ? |t wasnot just the rates, s
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So what was the response?

A The President and the Congress could not
simply let private plans die, because after
all, Speaker Newt Gingrich had said:

AhNow | et me talk a | 1tt]l e
o)E:JE VE I =3 \a:ag (D \vile)eT onhe ine cecausey 1
peopl e are voluntarily goc
[10/24/95]

#5%, “We welcome your review of the full text of

% Mr. Gingrich's speech because we are confident
& you will agree that it was indeed Medicare

that Mr. Gingrich intended would 'wither"."
AFL-C10 Statement




| f at fi1rst priv
succeed, try ¢t

A SO0, several attempts were made to repair
the M+C program and finally, in the MMA
the program was renamed the Medicare

Advantage program

A payment rates were raised a lot (6% or more)
A a new option (Local PPOs) was introduced




