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Dear Governor Rell and Distinguished Members of the General Assembly:

Pursuant to Public Act 99-284, Sec. 11, we are pleased to present the following report on the activity of the Office of Managed Care Ombudsman for the calendar year ending December 31, 2004.

Mission

The mission of the Office of Managed Care Ombudsman is to assist consumers with health care issues through the establishment of effective outreach programs and the development of communications related to consumer rights and responsibilities as members of managed care plans.  The areas on which the office focuses include assisting consumers to make informed decisions when selecting a health plan; assisting consumers to resolve problems with their health insurance plans; and, identifying issues, trends and problems that may require regulatory or legislative intervention.

Background

Since the 1980s managed care has been part of our vernacular, but questions remain about its definition.  Ideally, managed care describes a system of health care delivery that attempts to manage the access, cost and quality of health care.  Members of managed care plans are often required to choose a primary care provider to oversee or “manage” their care – coordinating the services of other health care providers and institutions on an as needed basis.  In a majority of cases, these providers have contracted with the health plan to participate in a network in exchange for a negotiated fee for services. 

In order to obtain the highest level of coverage under the plan members must use network providers and, when necessary, obtain approval of the prescribed course of treatment from the health plan.  When all of the policies and procedures of the managed care plan are followed, the cost of services is reduced to a patient co-payment.  Unfortunately, members often do not understand what is required of them and receive little help after reviewing plan documents.  The result is that members bear additional, unexpected costs and the managed care plan does not always deliver on the promise of reduced out-of-pocket expenses. 

To understand this dilemma, we must first look at the traditional indemnity plan to understand the problems faced by managed care members.  Traditional indemnity plans empowered consumers to arrange and obtain covered medical services from licensed health care providers of their choice. The cost of those services was shared – the consumer satisfying a deductible and coinsurance amount, the plan paying the balance. Consumers were not required to have their care coordinated by a primary care provider, nor seek approval for services before receiving treatment. 

Managed care plans utilize a series of plan features that were not previously part of traditional indemnity plans, and contribute to some of the confusion a member may experience.  These features include:

Co-payments: A set fee for covered medical services based on the member’s specific health insurance plan.

Gatekeeper: A commonly used term that describes the role of the primary care provider who coordinates medical services and makes referrals to appropriate specialists on behalf of the member.

Note: Some managed care plans do not require the member to obtain a primary care provider’s approval before seeing a specialist.  Under these plans, the member assumes a greater financial responsibility in exchange for their freedom of choice.
Preventive Care: Preventive care refers to routine physicals, immunizations and screenings that help keep members healthy, detecting problems early when treatment is less costly.

Provider Network: In an effort to control costs, managed care plans develop a network of health care providers and institutions that are willing to accept specific reimbursement schedules for services.  These providers have met specific criteria, i.e. board certification in a specialty, in order to be on the list.  Primary care providers use this network when making referrals.

Reduction of Paperwork: Under a managed care plan, there are no claim forms to file when members are referred to network providers. 

Utilization Review: When members are referred to specialists, the managed care plan will assess the medical necessity and appropriateness of the treatment plan. Without consent from the managed care plan, the member may have to assume a greater portion of the expense for the treatment plan.

The Growth of Managed Care Plans

For more than 20 years, managed care plans have been a popular health insurance option for Connecticut consumers.  When these plans first emerged, they were an affordable alternative to traditional indemnity and major medical plans. Even now, almost 1.4 million Connecticut residents are enrolled in six (6) traditional, HMO-style managed care organizations.  Additionally, fifteen (15) indemnity managed care organizations provide coverage to 1.1 million more people (A Comparison of Managed Care Organizations in Connecticut, Department of Insurance, State of Connecticut, October 2004).

With the advent of managed care plans, consumers, now referred to as members, were overwhelmed by the policies and procedures they needed to fulfill before receiving coverage under their health insurance plan.  Complaints arose and in 1999, the Connecticut General Assembly created the Office of Managed Care Ombudsman to help Connecticut consumers with managed care health insurance plans to navigate the system, educate them about their rights and responsibilities under their plans and protect their interests.  The Office also helps consumers exercise their rights to appeal any denial of care and provides a three-step complaint resolution process that includes an external appeal through the Connecticut Department of Insurance.
During the appeal process, insurance companies are required to address the member’s grievances.  Members requiring assistance often turn to the Office of Managed Care Ombudsman to guide them through the process.  In 2004 (through December 22nd), the Office of Managed Care Ombudsman has provided assistance and processed over 1,500 consumer complaints.

	TOTAL COMPLAINTS

2001 thru 2004

	Year
	Number of Complaints Processed

	2004
	1,586

	2003
	1,083

	2002
	723

	2001
	800


These complaints fall into a few major issue categories:

	COMPLAINTS BY ISSUE (General)

Calendar Year 2004

	Treatment/Service Denied, Covered
	17%

	Problems with Benefit Design
	14%

	Billing Problem
	13%

	Treatment/Service Denied, Not Covered
	7%

	Education/Counseling (Patient)
	6%

	Enrollment/Eligibility Questions
	6%

	Claim Denied (Provider)
	6%

	Poor Customer Service
	4%

	Other
	27%*


(*Note: “Other” category includes: Reaching Benefit Maximums, Doctor Not in Plan, Poor Customer Service, Inconsistent Responses from Carrier, etc.)
But, it is the service categories that help to paint the human picture of the problem:

	COMPLAINTS BY SERVICE CATEGORY

Calendar Year 2004

	Mental Health
	28%

	General Medical
	21%

	Pediatrics
	11%

	Surgical
	9%

	Orthopedics
	4%

	Pharmacy
	3%

	Physical Therapy
	3%

	Oncology
	2%

	Geriatrics
	2%

	Other
	17%


The Changing Landscape

To keep costs down while promoting quality care, some insurance companies are returning to controversial cost control measures last seen in the 1990s.  Cost containment efforts such as prior authorization and stricter length-of-stay reviews are being reinstated across the nation in response to a sharp increase in health care usage (Controversial cost controls back in style, BenefitNews.com, August 19, 2004).  “Plans are more often requiring preauthorization for outpatient services and specialist referrals, and in the inpatient arena plans are reviewing inpatient services while patients are in the hospital in an effort to shorten hospitalization (More Plans Returning To HMO-Style Cost Restraints, Managed Care Report, Vol. 19, No. 19, September 23, 2004).

“Many of these techniques were criticized during the managed care backlash of the 1990s and had been removed from plans as insurers responded to pressure from enrollees and employers. But with premiums rising at double-digit rates, some plans have now begun reintroducing the cost-control measures.” (Driven By Rising Costs, Managed Care Plans Dust Off Practices That Triggers 1990s Back Lash, Health Affairs, August 11, 2004).

The Segal Health Plan Cost Trend Survey showed double-digit trend rates for all categories of employee and retiree coverage, with health maintenance organizations (HMOs) expected to increase 11.8 percent, while preferred provider organizations (PPOs) were expected to have the highest increase – 13.1 percent.  While the use of cost-control tools is on the rise in anticipation of the increased cost to the plan, cost-saving changes in benefit design have gotten more attention.  Employers and insurers have begun increasing co-payments, coinsurance and deductibles as well as offering lower-cost plans to enrollees who agree to limit their choice of providers or select catastrophic plans with high deductibles (Industry News: Costs – Health Costs Expected to Increase in 2005 But at Slightly Lower Levels Than in 2004, Health Plan & Provider, Vol. 10, No. 37, September 22, 2004).  

Employers are also expressing interest in consumer-driven health plans (CDHPs). These plans combine a high deductible with a spending account.  The most popular form is a health reimbursement arrangement (HRA).  Connecticut-based insurers Aetna and Cigna market plans in several states and report increasing interest in HRAs for January 2005.  However, Tom Policelli, vice president of marketing and business development for United Healthcare has said, “Consumer-drive health care is a heck of a lot more than just a high-dollar deductible product.  If the consumer is not engaged, it’s just a cost-shift.” (Insurers Deepen Roots of Consumer-Driven Health Care, J. Elswick, Employee Benefit News, May 2004).

Unfortunately, a cost-shift may be the more popular remedy for small employers. Mercer Human Resources Consulting noted that employers were taking other measures to cut health benefits and keep their average health cost increase to just under 10-percent in 2005 by cost-shifting to employees (Industry News: Costs – Mellon Survey Sees Slowdown in Rise of Employers’ Health Costs Through 2005, Health Plan & Provider, Vol. 10, No. 39, October 6, 2004).

By passing more of the cost of health care to employees, this financial tension contributes to mounting medical debt, especially among those individuals living with chronic conditions such as diabetes, asthma or depression.  In 2003, more than one in five or 12.3 million people with chronic conditions lived in families with problems paying medical bills according to a new study by the Center for Studying Health System Change (HSC).

Approximately 5.1 million people with chronic conditions had health costs that exceeded 5-percent of income, a figure that excludes the cost of health insurance premiums.  Such problems are especially acute nationally for the 6.6 million uninsured people living with chronic conditions, with almost half of them reporting medical bill problems. Among these, 3 million uninsured, chronically ill people and their families had medical bill problems resulting in 42-percent going without needed care, 65-percent delaying care and 71-percent failing to get needed prescription drugs – all because of cost concerns (Ha T. Tu, Rising Health Costs, Medical Debt and Chronic Conditions Center for Studying Health System Change, Issue Brief No. 88).

Now More Than Ever

In response to rising costs and the return of HMO-style constraints and practices, there is a present and growing need for the Office of Managed Care Ombudsman.  Since its creation, the office has become a noted advocate for managed care consumers and a champion of patients’ rights. 

Through its collaborative efforts with the Office of Attorney General, the Department of Insurance, the Department of Consumer Protection Agency and other agencies, the Office of Managed Care Ombudsman has actively responded to consumer complaints and has helped to resolve more than 4,000 cases since 2001.  A sample of cases from 2004 includes:

· The mother of an adolescent hospitalized with severe mental health problems contacted OMCO because her HMO was not authorizing additional days in the hospital.  The patient’s mother felt her daughter would harm herself if discharged.  OMCO contacted the HMO's mental health vendor and received a return call from the Senior Medical Director within an hour.  After discussing the case, the HMO authorized additional days, allowing the family and hospital to create a safe discharge plan to a lower level of care.  The mother later reported her daughter has "turned her life around" and feels the extra days in acute care may have saved her life. 

· The wife of a patient insured through his workplace contacted OMCO regarding a denial of surgery by her husband's managed care organization to improve his breathing while asleep.  The denial was based on a lack of medical necessity. OMCO assisted the wife in organizing supporting documentation to refute the denial and initiated a second level appeal.  Both the wife and a representative from OMCO participated in the appeal, and the managed care organization overturned their denial in less than twenty-four hours.

· The husband of a patient recovering from a fall at home contacted OMCO when her HMO denied additional days in a skilled nursing facility.  The husband described his wife's many medical issues and felt she was not strong enough to return home.  OMCO interceded with the HMO, working with the case manager and the family to identify specific goals that should be achieved before the member would be safe at home.  The member remained in the skilled nursing facility for an additional two weeks, allowing her to gain strength and receive physical therapy.  This also provided the husband sufficient time to make revisions to the house, providing a safer environment for his wife.  She was able to return home and has not required hospitalization since.

Budget


The Office of Managed Care Ombudsman is authorized for 3 full-time staff (the Ombudsman, the Director of Consumer Affairs, and a Secretary).  A fourth position of Deputy Director (a position whose duties included marketplace analysis, legal research, federal tracking and trends reporting) was eliminated by executive action in 2003.


The independent OMCO is funded through the State’s Insurance Fund.  The Insurance Fund is funded through assessments to Connecticut’s domestic insurance companies.


On December 10, 2004, the new Ombudsman began work following nomination by the OMCO Advisory Board and selection of the Governor.  The Office of Ombudsman had been vacant for more than a year.

Agency Budget Summary (2004-2005):

Permanent, Full-Time Positions (3)

MCO39400, Office of the Managed Care Ombudsman, Insurance Fund



Total Personnel Service (Net)
$
222,071.



Total Other Services (Net)

216,899.



Total Other Current Expenses

  38,091.

 

Equipment



    2,600.

Agency Grand Total



$
581,414.


The Office of Managed Care Ombudsman enters 2005 with an aggressive outreach and education plan to inform health insurance consumers of the availability of our services and their rights under managed care.  It is primarily through our interaction with these consumers that we continue to monitor trends in the managed health insurance marketplace in Connecticut.  As always, we stand ready to assist and support your efforts to enhance accessibility and accountability.


If we can provide additional or specific information to you or your staff, please contact the office.

Sincerely,

Kevin P. Lembo




Maureen S. Smith

Managed Care Ombudsman



Director of Consumer Affairs

cc:
Senator Christopher Murphy, Senate Chair, Public Health


Senator George “Doc” Gunther, Ranking Member, Public Health


Senator Joseph Crisco, Senate Chair, Insurance


House Chair, Public Health


House Chair, Insurance


Representative Mary Ann Carson, Ranking Member, Public Health


Representative Anthony J. D’Amelio, Ranking Member, Insurance

