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Insure Missouri is a new program intended to offer working adults Medicaid Managed Care

coverage with more limited benefits than traditional Medicaid, now called MOHealthNet. Insure
Missouri does not restore the cuts to Medicaid eligibility or services enacted in 2005, although it
does give some of the working adults cut from Medicaid more limited health insurance coverage

via managed care plans.' '

This paper offers a brief discussion of how Phase I of Insure Missouri uses market and HMO
theory in an attempt o increase access to affordable health insurance and better medical care. It
also outlines how the program falls short of its promise to offer health insurance coverage
“comparable” to that offered fo state employees. This analysis concludes that Insure Missouri
offers promise but comes with potential pitfalls that could be alleviated by legislative action.

This analysis is based on the state’s Request for Proposals (RFPs) seeking bids from private
companies to provide Insure Missouri coverage. The state has not promulgated regulations to
guide administration of the program so the RFP is the only official source providing details

about how Phase I may operate.

What is Insure Missouri?

Insure Missouri is Medicaid, but with a more limited-benefit package. Federal Medicaid law
requires that state Medicaid programs cover certain mandatory services including both acute care
services—physician and hospital care—and long term nursing home care. Federal law also
mandates that states provide all categorical groups who are Medicaid-eligible with the same

benefit package.

The state of Missouri is seeking federal approval to operate Insure Missouri as Medicaid with
more limited benefits that do not include long term care. The Deficit Reduction Act of 2005
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(DRA) gives states new flexibility to offer working adults less comprehensive Medicaid
coverage that does not include nursing home and other long term care, thus looking more like the
coverage offered by private employers. States may not use this new DRA option to deny nursing
home care and other long term care coverage to people who are disabled and the elderly, among

others.

Insure Missouri offers limited-benefits Medicaid coverage to working adults, ages 19-64. Phase
1, slated to begin March 1, 2008, will cover working parents and other caretaker relatives age 19
and above with earned incomes below 100% of the federal poverty line (FPL), $13,690 for a
family of 2. Phase 11, to begin in summer 2008, will cover all working adults—both those who
are parents and those who are childless—with incomes up to 185% of the FPL. Phase III, to
begin in January 2009, will cover employees of small businesses up to income levels set by the

General Assembly.?

Insure Missouri’s more limited benefit package covers acute care services that are similar to—

although more limited than--typical employer sponsored health insurance: inpatient and
outpatient hospital care, physician services, lab and other diagnostic tests, prescription drugs,
durable medical equipment, home health, mental health and substance abuse freatment, and
emergency care. It does not cover long term care services like nursing home care, home and

community based services or other specialized Medicaid services designed for the special needs

. of those with disabling physical or mental conditions.* Neither does the program provide

EPSDT services for parents and other caretakers who are ages 19-21. The program specifically
excludes pregnant women and maternity care. Women enrolled in Insure Missouri who become
pregnant will be reenrolled in traditional Medicaid which does cover maternity care.

Insure Missouri will not assist working age Missourians who need home-based long term care or
nursing home services. Long term care services, except for personal care services, are not
covered by Insure Missouri.” Working age Missourians who need long term care remain
ineligible for non-limited benefits Medicaid long term care unless they can qualify for Medicaid
as parents earning no more than 16-21% of the federal poverty line, $292 per month for a family
of three, or as permanently and totally disabled.

And Insure Missouri does not restore the 2005 cuts to Medicaid eligibility for those who qualify
as disabled or elderly. Since 2005, Missouri Medicaid only covers those disabled and elderly
who have incomes up to 85% of the federal poverty level, $11,637 a year for a family of two, or
who spend down all their income over this amount for medical care—income limits substantial

_ below those for Insure Missouri.

The Promise of Insure Missouri Managed Care coverage

Insure Missouri offers Medicaid Managed Care HIMO coverage. The state has issued a Request
for Proposals (RI'P) offering to contract with HMOs and msurance companies for HMO-style
coverage in counties though out the state of Missouri. The state will pay the company a tlat per
person, per month rate for all covered services. The company then contracts with individual
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physicians, hospitals and other providers to care for Insure Missouri enrollees. Those eligible
for Insure Missouri must enroll in an Insure Missouri private managed care plan that provides
HMO-style coverage, i.e. the private plan will only reimburse for services provided by a
provider who participates in its network. There is no coverage—except for emergencies or other
very limited circumstances—for out of network care.®

The most interesting aspect of Insure Missouri is that it tries to leverage the state’s Medicaid
purchasing power in an attempt to assure that patients can find a doctor who accepts Medicaid
payment. Historically, rural Missouri residents have found it difficult and often impossible to
find a local physician who accepts Medicaid payment. The Insure Missouri RFP addresses this
problem by requiring that companies that provide Insure Missouri coverage must meet the state
- of Missouri’s HMO network access standards which require that rural patients have access to
primary care physicians within 30 miles, specialists within 100 miles, outpatient mental health
services within 45 miles, and basic hospital care within 30 miles.” Companies that wish to
provide coverage in urban areas must also bid to provide coverage in at least one more rural

area.

If companies that bid to provide Insure Missouri coverage can develop adequate provider
networks to meet the state’s HMO access requirements in all parts of the state, including rural
areas, Insure Missouri will signal an important step forward in improving access to medical
services in rural Missouri. However, it remains to be seen whether companies can develop
adequate HMO networks in rural areas where private HMO coverage is typically not available
because HMOs have been unable to develop networks.” It remains to be seen whether the lure of
public dollars can spur the development of rural HMO networks. State oversight will be crucial
in assuring that provider networks meet state law requirements and the needs of those enrolled in

Insure Missouri.
The Pitfalls of Insure Missouri MO coverage

In Insure Missouri, the state pays the HMO or insurance company a flat premium per person, per

month fee for all covered services, The company is at financial risk if an individual’s medical

care costs are higher than the state’s premium. The company can also make money if they can

deliver care for less than the premium. The risk for Medicaid HMO patients, as with any form of

managed care, is that the company will deny medically necessary care in an attempt to enhance

its own income and profits. The state will need to adequately police the program to assure that
patients are not denied medically appropriate care.

The state also needs to assure that private company administrative costs and profits are
reasonable and that the state’s premium is not spent on overhead rather than medical care. In
2006, Medicaid HMOs in Missouri reported administrative costs rangmg from zero to 17. 6%.'




- Insure Missouri creates unnecessary, duplicative administrative costs and paperwork, draining
Jfunds away from medical care.

The simplest and most straight-forward way to expand Medicaid Managed Care coverage in
Missouri would be to expand the state’s existing Medicaid HMO system, MOHealthNet
Managed Care, formerly called MC+ Managed Care. MOHealthNet Managed Care covers
parents, children and others in eastern and western Missouri and along the I-70 corridor. In
January 2008, MOHealthNet Managed Care will expand into 17 new counties, operating in 58 of
Missouri’s 115 counties. MOHealthNet Managed Care already offers different benefit packages
to different enrollees, and the state could have added a new DRA compliant, limited-benefit
Medicaid package for working parents, caretakers and other adults to MoHealthNet Managed

Care.

However, instead of expanding MOHealthNet Managed Care, Insure Missour1 creates a new,
separate program that looks remarkably like MOHealthNet Managed Care. The Requests for
Proposals (RFPs) for the two programs are identical in many respects. Insure Missouri uses the
quality assurance, reporting and oversight standards that the state has developed for
MOHealthNet Managed Care. However, because Insure Missouri is set up as a separate

. program, private companies that contract to provide both MoHealthNet and Insure Missouri
coverage will be required to maintain two completely different sets of encounter data, pharmacy
records, and other quality reports. State oversight will be done through separate oversight visits
and separate evaluations.'

The consultants hired by the state to develop the Insure Missouri premium rates, calculated that
managed care administrative costs, overhead and profits added 11.5-12.5% to state’s premium
costs."”? One would anticipate that reducing duplicative paperwork required for instituting an
‘unnecessary new program would lower these administrative costs and make more public money
available for medical care.

Insure Missouri creates inequities in physician payments and may make it even harder for those
who depend on other parts of Medicaid to be able to find a physician who will accept Medicaid

reimbursement

In calculating the estimated premium costs for Insure Missouri, the state assumed that physicians
will be paid 80% of Medicare rates.”” However, MOHealthNet—the rest of Missouri’s Medicaid
- program--pays physicians only 55% of Medicare rates.'*

Governor Blunt recently announced a proposal to increase MOHealthNet physician
- reimbursement to 65% of Medicare rates effective July 1, 2008."3 However, even with this
increase there would still be a 15% difference in payment rates between the two parts of
Medicaid. Moreover, both programs will continue to pay substantially below Medicare and
typical employer-sponsored insurance.

Low physician payments rates and low physician participation is one of the biggest problems
that faces Mlssourl Medicaid. The state is to be commended for raising physician rates for
Insure Missouri a decision that may make it easier for participating private plans to attract
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sufficient physicians to meet network access requirements. However, it also creates inequalities
between those enrolled in this new limited benefit program and those in traditional Medicaid. It
may make it even harder to attract physicians to MOHealthNet.

Co-pay requirements will cause lower-income families to forego preventive and primary care
and rely more on expensive emergency room care, increasing the State’s costs.

" Insure Missouri requires that HMOs charge co-payments for a variety of services including
preventive and primary care.”® A plethora of studies show that co-payments cause lower income
patients to forego preventive and primary care and to rely more on expensive emergency room
care.”’ The actuarially sound premium rates the state developed for Insure Missouri
acknowledge these findings and reflect higher cost estimates because of the co-payment
'requiremen‘fs.18 Imposing co-pays not only discourages early and better medical care, but
increases the cost for HMO coverage.

- Insure Missouri does not include medically necessary, cost effective services covered by
Missouri’s state employee health insurance and other employer sponsored health insurance.

Insure Missouri does not require that managed care companies cover physical therapy, speech
therapy or occupational therapy. Not only are outpatient rehabilitation services often medically
necessary, they are typically cost effective treatments. Physical therapy for orthopedic problems
can often negate the need for surgery. When surgery is necessary, for example to set a broken
arm, is likely to be ineffective if not followed by physical therapy to regain full use of the limb.

Insure Missouri also does not include any dental benefits. Typically employer-sponsored plans,
including the state employees plan, cover dental care as medical care when needed as the result
of trauma. " Many employer-sponsored plans also offer additional dental care through separate
dental coverage for an additional premium. Annual dental exams are especially important for
those with diabetes and other chronic illness to prevent complications. Good dental health is a
prerequisite for many jobs in the service sector where employers care about their employees’
appearance when they interact with customers.” Since Insure Missouri is supposed to mimic
private employer-sponsored coverage, the state should do as private employers do and add a
separate dental benefit paid for directly by the state on a fee for service basis or through state-
paid premiums to a dental benefits firm.?!

Neither does Insure Missouri cover any vision care. Basic state employee coverage includes one
‘vision exam per year and additional benefits are available through separate vision coverage for
an additional premium.?® As with dental care, those with diabetes and other chronic conditions
should have an annual vision exam to manage the disease and prevent complications. The state
should structure Insure Missouri to offer vision coverage similar to that offered in the private
employer sponsored market, either as part of the managed care benefits package or as separate
coverage paid for by the state on a fee for service basis or through state-paid premiums to a
vision benefits firm. : '




Insure Missouri managed care plans are not required to cover the cost of transportation to and
from non-emergency medical treatment, a critical access issue for rural residents.

Numerous studies document that lack of transportation creates barriers to health care for low-
income working families like those Insure Missouri is to cover.” Transportation costs are a
special problem in rural areas where Missouri’s HMO rural network standards still require rural
residents to travel relatively long distances for care: up to 30 miles for a primary care visit, 100
miles to see a specialist, and 100 miles for comprehensive cancer treatment or trauma care.”* In
the long run, assuring the low income families have access to non-emergency transportation is
likely to be cost effective.

Federal Medicaid law requires that state Medicaid programs must ensure necessary
transportation for beneficiaries to and from medical providers.25 Since Insure Missouri managed
care plans are not obligated to provide non-emergency transportation, the state must ensure that
those enrolled in Insure have transport to and from medical care. 2% The state already contracts
with non-emergency medical transportation providers to transport other Medicaid enrollees:
These contracts could be extended to include Insure Missouri enrollees. e

Conclusion

Insure Missouri is an interesting attempt to use market and HMO theory to increase access to
affordable health insurance. However, the program falls short of its promise to offer health
insurance coverage “comparable” to that offered to state employees. Moreover, adequate
legislative and administrative oversight is important to assure that enrollees have access to
quality medical services in a managed care environment that creates profit-making incentives.
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