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Health Plan Profiles

Health Plan Earnings Summaries

Health Plan Data

Subscribers to Health Plan Data & Analysis
products have access to health plan
profiles organized by state. Within each
profile, users find standard sections
such as Market and Products, Provider
Contracting, Pharmacy Benefits and others.
In addition to a text-based overview of a
health plan, the profiles also include the
latest financial and enrollment metrics for a
plan, as well as contacts and vendors.

Each quarter, market analysts summarize
developments reported by the nation’s
publicly held health plans through
a managed care lens. The earnings
summaries are posted soon after the
various companies report their quarterly
results to Wall Street. Users are also able
to view archived copies of the earnings
summaries from previous quarters.

The Health Plan Data & Analysis product
suite includes financial metrics for HMOs
that report their results to the National
Association of Insurance Commissioners.
The tables offer views of profit, losses and
revenues, as well as hospital utilization,
prescription drug expenses, medical loss
ratios and other metrics. In addition to HMO
filings, the tables also include some filings
for Blue Cross Blue Shield plans required
to report additional lines of business to
regulators. In almost every state, the
financial data is updated quarterly.
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Update

Updates: Key Market Events
March 2012 - HealthLeaders-InterStudy publishes quarterly Health Plan Analysis
for Oregon and Washington
The quarterly report provides data and analysis of several sectors of the Oregon and Washington healthcare
market, including commercial carriers, managed Medicaid and Medicare, pharmacy benefits, and patient
care management.
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In Oregon, Kaiser Foundation Health Plans, Regence BlueCross BlueShield, and Providence Health lead in
the number of pharmacy lives. Of the top six insurers by pharmacy membership, CareOregon is the lone
carrier to specialize in Medicaid only.
In Washington, the top three carriers by pharmacy membership are Premera Blue Cross, Group Health
Cooperative, and Regence BlueShield. Medicaid players Molina Healthcare and Community Health Plan of
Washington hold a significant chunk of pharmacy lives. UnitedHealthcare stands to gain pharmacy membership because it was awarded a Medicaid contract that will be begin on July 1, 2012; Group Health and
Regence will lose some pharmacy enrollment because neither were awarded a new contract with the state
for Medicaid.
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Executive Summary
Table ES-1: Oregon-Washington Developments – Winter 2012
Key Development

Implications

Section

»M
 ore employers in Oregon and Washington are
considering bypassing employer group insurance
altogether. Washington employers are beginning
to give workers a monthly contribution to purchase individual health insurance policies.

Employees’ prescription drug coverage stands to
suffer because individual policies in both states
have been trimming prescription drug benefits, in
some cases eliminating drug coverage altogether.

Commercial Carriers

»S
 eniors in the most recent open-enrollment
period chose $0 premium plans that include
prescription drug coverage, often with no annual
deductible.

Competition in the managed Medicare segment is
heavily based on price, and seniors choosing lowercost plans may be at risk of having reduced drug
coverage.

Managed Medicare
Market

»P
 rovider and payer participants in patientcentered medical homes are reporting positive
results, including reduced adverse medical
events and improved healthcare outcomes.

A focus on prescription drug adherence for patients
with chronic conditions, such as diabetes, high
blood pressure, and depression, is essential for
medical homes to be successful.

Patient Care
Management

Source: HealthLeaders-InterStudy, 2012

Commercial
Regence BlueCross BlueShield of Oregon has been successful in attracting small-group members through
its Employee Choice defined-contribution option in Oregon, and it expanded this product to small groups
in Washington on Jan. 1, 2012. Regence will be expanding its Oregon Select narrow-network products to
the small-group market in April 2012. However, some industry observers remain skeptical that the plans
will be able to attract much membership. Meanwhile, some employers are deciding not to offer group health
insurance to employees in favor of creating contribution accounts that allow employees to purchase their
own individual insurance policies.

Medicaid
In Oregon, the House and Senate have approved a bill that will allow for the formation of Medicaid coordinated-care organizations that aim to improve the coordination of physical, mental, and dental benefits (SB
1580). There are already several organizations in the state that are attempting to form CCOs. In Washington,
the state announced five Medicaid MCO contracts that will begin on July 1, 2012, ousting Regence, Kaiser
Foundation Health Plans, Columbia United Providers, and Group Health Cooperative.
Also, the Washington Health Care Authority will no longer cover unnecessary emergency-room visits for
Medicaid beneficiaries. The move comes in response to a lawsuit filed against the state when it tried to limit
non-emergent ER visits to three times per year.

Medicare
Local Medicare Advantage carriers dominate the landscape in 2012, and seniors were attracted to $0 premium plans. Many local MA carriers have achieved high star quality ratings, which give them larger reimbursement bonuses. In Oregon, PacificSource increased its star rating from 3.5 stars in 2011 to 4.5 stars in
2012 by incentivizing its providers to increase the quality metrics.

Pharmacy Benefits
Many individual health insurance policies have trimmed prescription drug benefits to generic coverage only.
Typically, if the plans include branded drug coverage, there is a deductible that must be met before coinsur-
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ance is available to the member. In response to plan designs, Washington Insurance Commissioner Mike
Kreidler issued an emergency order that prohibits generic-only drug plans beginning Aug. 1, 2012.

Patient Care Management
In Oregon, PacificSource has teamed with Bend Memorial Clinic to operate a Medicare Advantage medical
home, which has decreased hospital admissions and emergency-room visits for participants. The medical
home has also improved drug adherence for patients with chronic illnesses. In Washington, a multidisciplinary approach has resulted in better health outcomes for patients who are depressed and have at least one
other chronic condition.
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Healthcare Reform Watch
Oregon co-op gets federal start-up loan
» » I n February 2012, the Centers for Medicare & Medicaid Services announced that seven groups in eight
states would receive a total of $639 million to help start consumer-operated health plans. In Oregon, a
co-op that will be sponsored by the Freelancers Union was awarded $59.5 million. The co-op aims to
establish an integrated primary-care model that will be implemented statewide.
» » Based in New York, the Freelancers Union represents more than 150,000 workers nationwide who consider themselves freelancers. The oranization has a nonprofit health insurance arm in New York with
about 25,000 members. The union says that its health plan premiums are 40 percent less than other
plans, and that its insurance company has had surpluses during the past two years.
» » It remains to be seen if the Freelancers Union or other co-op endeavors across the country will be successful; the federal government expects at least some of the co-ops to fail. In rules that were published
in 2010 by the U.S. Department of Health and Human Services, the government agency predicted a 40
percent rate of default on planning loans received from CMS.
» » To be successful, co-ops will have to form extensive provider networks to compete with well-established
health plans. Co-ops can begin offering benefits on Jan. 1, 2014.

Washington insurance commissioner bans generics-only policies
» » In response to federal limits on annual benefit caps (including caps on prescription drug coverage),
many Washington insurers have eliminated branded drug coverage for individual policies.
» » In response to many of the 2012 plan designs, Washington Insurance Commissioner Mike Kreidler
issued an emergency rule-making order that will will ban small-group and individual insurers from
offering health plans with generics-only coverage, effective Aug. 1, 2012. The order will not allow plans
to offer a formulary that restricts access to branded drugs.
» » Under the rule, plans will still be able to allow for lower cost sharing of generic drugs that are therapeutically equivalent to branded drugs. Plans can also still impose step-therapy restrictions and prior authorization, as long as utilization management does not unreasonably restrict a patient’s treatment.
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Commercial Carriers
Table 1-1: Oregon-Washington Commercial Enrollment Trend
Company

July 2011

January 2011

Change

% Change

Regence BCBS Oregon

373,116

370,485

2,631

0.7%

Kaiser Foundation Health

299,934

301,766

(1,832)

(0.6%)

PacificSource Health

178,156

192,648

(14,492)

(7.5%)

Providence Health

170,177

162,962

7,215

4.4%

Regence BS

766,353

616,933

149,420

24.2%

Premera BC

737,205

740,858

(3,653)

(0.5%)

Group Health Cooperative (WA)

522,675

457,199

65,476

14.3%

Aetna

293,938

324,821

(30,883)

(9.5%)

3,341,554

3,167,672

173,882

5.5%

Oregon

Washington

Oregon-Washington
Total
Source: HealthLeaders-InterStudy

Oregon
Even though Regence BlueCross BlueShield of Oregon lost some commercial membership from July 2010 to
July 2011, it remains the largest commercial insurer in the state. Regence is trying to regain some small-group
membership through offerings such as Employee Choice, a defined-contribution offering that has attracted
about 1,000 employees. Also, Regence expects to expand its Oregon Select narrow-network offerings to the
small-group market in April 2012.
»» C
 ommercial enrollment:
Regence BlueCross BlueShield of Oregon and Kaiser Foundation Health Plans continue to command the
commercial health insurance market in Oregon, where their combined enrollments accounted for more
than a third of the market in July 2011 (HealthLeaders-InterStudy data). Regence has a lead of 4 percentage
points over KFHP, although the Blue plan saw a 30,000-member decline for the year. KFHP’s enrollment
held steady, owing to the strength of its integrated-care model.
Steve Doty, president of Northwest Employee Benefits Inc., a Portland-based brokerage firm, speculates that
Regence lost members because of rate increases and a change in the underwriting process for individual
policies that made it more difficult for agents to submit new business. Doty says that Regence is trying to
lure away large groups from other insurers by offering them premium incentives.
Regence points to its overall affordability for large businesses as the primary draw. A January 2012 report
issued by the Oregon Insurance Division showed Regence with an average monthly premium of $306 for
large-group plans in 2010—the lowest premium of the top seven insurers in the market and below the average premium of $342 for all large-group plans in the state.
In the small-group market, Regence has seen a modest membership increase. Don Antonucci, president of
Regence BCBS of Oregon, says the insurer has seen a lot of interest in Employee Choice, which was intro-
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duced to the small-group market in July 2011. The option allows employers to offer up to eight different
benefit designs to their employees.
Employers that elect to offer Regence Employee Choice can allow employees to choose from five different
traditional PPO plans that include medical deductibles ranging from $500 to $3,000, or three high-deductible plans paired with health savings accounts that have medical deductibles of between $2,500 and $5,000.
Employee Choice, a defined-contribution platform, already accounts for 13 percent of the Regence Blue
plan’s small-group business. “There are now nearly 1,000 members in Employee Choice in Oregon,” says
Antonucci.
In addition to Regence Employee Choice, PacificSource, one of Oregon’s largest three insurers, introduced
its own defined-contribution option beginning in January 2012. The PacificSource Right Fit option allows
employers to offer workers anywhere from two to 10 health plan options. The choices include eight traditional health plans with varying deductibles and two consumer-directed plans that include health savings
accounts. Employers that choose the HSA plans can pair them with one of four prescription drug options,
some of which can include a $200 branded drug deductible. For employers that offer the traditional plans
through Right Fit, prescription drug coverage must be purchased separately.
PacificSource requires employers to have at least one employee select each plan offered in the Right Fit
suite. The employer must also contribute at least 50 percent of the employee’s premium of the lowestpriced plan offered.
In addition to PacificSource and Regence, UnitedHealthcare and Aetna offer defined-contribution products to
Oregon employers. Providence Health Plans also does this on a smaller scale with two plan options. Employers have found that offering defined contribution to their employees allows them to avoid the appearance of
reducing benefits each year when premiums go up. It is much easier from an employee-relations standpoint for
companies to put aside a set amount and let employees elect a more expensive plan on their own.
Regence also expects to see membership growth from its relatively new narrow-network products. In
late 2011, it introduced the Oregon Select Network as an option for employer groups with more than 100
employees. The option allows for a narrow network to be used with plans in the Portland area. Employees
can choose a network with Providence Health & Services, Legacy Health, Oregon Health & Science University, Adventist Health, or Tuality Healthcare in exchange for lower monthly premiums.
In April 2012, Regence will expand the Oregon Select Network offering to small groups in Clackamas, Multnomah, and Washington counties of the Portland area. Network options include the Adventist Health System and Tuality Healthcare. For groups with two to 50 employees, the Oregon Select Network can be paired
with Regence Employee Choice, Regence Innova (a traditional PPO), or the Regence HSA Healthplan 2.0 (a
consumer-driven health plan). Employees will have the option of choosing either the Adventist network or
the Tuality network. For employer group with 51 to 99 employees, employers can pair their Regence Innova
plan or Regence Healthplan HSA 2.0 plan with up to two of the five network options.
Even though Regence is ramping up its narrow-network options, Doty is skeptical that the narrow-network
offerings will be successful in Oregon. “Narrow networks are an option that is appealing to an employer that
cares about costs,” says Doty. “I have shown this option to some of my clients, and while the lower premium
was intriguing, they decided against it because they still want access to providers.”
In fact, increased enrollment in point-of-service plans, which include some out-of network provider coverage, would indicate that employers are still interested in giving their employees more choice. From July
2010 to July 2011, Cigna HealthCare’s POS enrollment grew from 70,400 members to 82,500 members, an
increase of 17 percent. UnitedHealthcare also saw POS enrollment rise from about 111,300 members to 120,
300 members, an increase of 8 percent (HealthLeaders-InterStudy data).
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At least one Oregon insurer, however, has experienced some success with narrow-network plans. Health Net,
which enrolled 115,000 members statewide as of July 2011, has been offering a narrow-network plan called
CommunityCare since April 1, 2011. The plan has a network of more than 2,500 primary-care physicians
and specialists and nine hospitals. Like the Regence plan, Health Net’s narrow network includes providers
Legacy Health, Tuality Healthcare, and Adventist Health System.
Health Net offers CommunityCare to small and large groups in the same three counties of the Portland area
as Regence offers its Oregon Select Network plans. Compared to Health Net’s traditional PPO plan, employers can save more than 10 percent on premium costs. Health Net selects providers that place an emphasis on
keeping healthcare costs in check and maintaining quality standards.
Health Net built tailored networks in southern California and expanded them to northern California, Arizona, and Oregon, where it reported great interest from employers and provider groups. “Reception has been
good, with CommunityCare sales continuing to grow as more brokers and employees become aware of its
strengths,” says Brad Kieffer, director of communications at Health Net. Altogether, Kieffer says enrollment
in Health Net’s tailored networks accounts for nearly one-third of the insurer’s commercial enrollment in
Arizona, California, and Oregon.
Another way that carriers are looking to keep costs down for their clients is through value-based insurance
design, which requires the lowest levels of cost sharing for services that are most needed. A plan offered by
Portland-based Legacy Health began offering a new value-based insurance design in 2012. Unlike more traditional health plans, the VBID includes a fourth tier for expensive medical services, such as spine surgery.
Medical services in this tier require pre-authorization. Currently there are 16,000 Legacy employees and
dependents enrolled on the plan.

Washington
More employer groups in Washington are holding down costs by switching to self-insurance or eliminating
group health insurance altogether. Some employers in the state are giving their employees accounts with
monthly contributions that can be used to purchase individual policies, which typically have limited
pharmacy benefits.
»» C
 ommercial enrollment:
Washington saw a 3 percent improvement in its commercial market in the year ended July 2011, although
fully insured membership took an 8 percent nosedive, likely reflecting the discontinuation of coverage by
small groups that could no longer afford health benefits. Several other groups, including midsize and large
employers, made a leap to self-insurance in an effort to escape rising premiums by tailoring plans to their
workforce, with the state’s self-insured membership increasing from 1.4 million to 1.7 million lives—an
increase of more than 20 percent from July 2010 to July 2011 (HealthLeaders-InterStudy).
Chris Free, principal at Rapport Benefits Group, a Tacoma-based brokerage firm, says he has seen groups
with as few as five employees in Washington convert their group insurance to self-funded accounts. Assurant
and Trustmark, smaller health insurance companies in the state, offer plans that can be paired with stop-loss
insurance to help mitigate risk. Free says that with these contracts, if the employee pool turns out to be too
high risk, employers can switch their employees back to community-rated plans.
Other employer groups in the region are bypassing group insurance altogether and establishing tax-qualified
accounts with funds so that employees can go out and buy individual insurance on their own. Free says more
employers are doing this because it can place the focus of annual rate increases away from the employer.
“Employers are buying more individual plans,” says Free. “That’s a trend that I am seeing. It’s slowly taking
over, but it is happening. Even large employers with over 100 employees are buying individual plans for their
employees.” On average, Free has seen employers contribute about $250 per month to employee accounts.
However, he has seen contributions as small as 40 cents per hour worked, which would amount to only $64
per month if an employee worked 40 hours a week.
Copyright © 2012 | HealthLeaders-InterStudy | Oregon & Washington Health Plan Analysis | Winter 2012 Vol. 9 No. 1
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Table 1-2: Fully Versus Self-Insured Enrollment Breakdown For Oregon-Washington (Largest Plans)
Fully Insured

Self Insured

% FI
Ratio

% SI
Ratio

Regence BCBS Oregon

264,705

108,411

70.9%

29.1%

Kaiser Foundation Health

295,145

4,789

98.4%

1.6%

PacificSource Health

131,698

46,458

73.9%

26.1%

Providence Health

134,838

35,339

79.2%

20.8%

Regence BS

469,466

296,887

61.3%

38.7%

Premera BC

391,815

345,390

53.1%

46.9%

Group Health Cooperative (WA)

474,946

47,729

90.9%

9.1%

63,389

230,549

21.6%

78.4%

Company
Oregon

Washington

Aetna
Source: HealthLeaders-InterStudy, as of July 2011

Defined contribution, a model under which companies give their employees money to purchase insurance on their own, is not a new development in Washington. Free says that several groups in the market
have offered this type of benefit arrangement. The Pacific Employers Alliance Trust offers a multichoice
plan through UnitedHealthcare, and the Cascade Employers Health Insurance Trust offers a similar plan
through Aetna. Premera Blue Cross has also offered similar plans over the last several years. “Premera
has remained pretty staid through the past few years,” says Free. “They’ve got the same couple of plans
available for smaller groups.”
Regence added a defined-contribution option for small groups (up to 50 employees) in January 2012, named
Regence Employee Choice. Employee Choice lets employer offer their workers up to 10 different benefit
designs (eight in Oregon) with varying medical benefits.
While individual plans are already very lean in terms of prescription drug benefits (see the Pharmacy
Benefits section of this report for more information), Regence expects to introduce an individual plan with
barebones medical benefits sometime in 2012. Named Real Value, the product will utilize an exclusive provider network in King, Kitsap, Pierce, Skagit, Snohomish, and Thurston counties. The plan will have a low
premium, no out-of-network benefits, and lean medical benefits.
“The Real Value product hasn’t been approved yet by the Washington Office of the Insurance Commissioner,
says Rachelle Cunningham, communications director at Regence BlueShield. “We know the commissioner
is supportive of narrow-network solutions to drive lower cost options for individual consumers, and expect
to get final sign-off soon and begin marketing in the next couple of months.”
In other markets, outside of Washington, employers are becoming more interested in narrow-network plans,
which can result in more controlled costs and a lower premium for employees. However, Free says that
narrow-network plans are not popular in the state. “I’d say narrow medical networks are not something that
is culturally taken up here,” says Free. “People want a broad medical network so they don’t feel like they’re
going to be denied care from certain providers.”
In the past, Premera Blue Cross introduced a narrow network offering through the Heritage and Foundation
networks. However, demand for the product was light because the costs savings were not significant compared to broader network plans, and many employers were willing to pay a little more to continue offering
their employees a plan that had more provider choice.
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»» R
 ate regulation:
Premiums charged by health insurers have been subject to increased scrutiny since the passage of federal
healthcare reform. Nonprofit carriers in Washington—the largest of which are Regence BlueShield, Premera
Blue Cross, and Group Health Cooperative—have not escaped the regulatory purview of the state insurance
commissioner. Mike Kreidler lowered a request by Regence to increase premiums on individual policies
from 12.7 percent to 11.4 percent, effective Oct. 1, 2011, and slashed Premera’s rate increase on individuals
from 4.7 percent to 1.9 percent, effective Jan. 1, 2011.
In the face of rising health insurance premiums, Kreidler believes that his office should be able to consider
the $2.4 billion in combined surpluses held by the three largest nonprofit carriers in limiting premium
increases in the small-group and individual markets. Such a bill has been introduced and failed for two years
running (SB 5247 in 2012), and Kreidler is likely to continue to introduce similar legislation in future sessions as long as nonprofits continue to grow their surpluses. Kreidler’s office recently reported that Premera’s
surplus increased from $879 million in 2010 to $972 million in 2011, and that Regence’s surplus increased
from $956 million to $994 million in the same time.
Critics of the bill, such as Roger Stark, M.D., a healthcare policy analyst at the Washington Policy Center,
says that the surpluses are necessary for nonprofit carriers to retain to help guard against disasters such as
a pandemic. “All health insurance companies have a fiduciary responsibility to retain adequate reserves,”
explains Stark. “Any catastrophic problem in the state could deplete their reserves within several months.
Nonprofits, by law, cannot raise capital in the private market. Consequently, this bill [would have] limited
the financial stability of the nonprofits.”
Stark says that nonprofits should be able to hold onto reserves because they will need additional funding
to help meet and comply with federal Affordable Care Act mandates. “All health insurance companies are
ramping up with greater reserves in anticipation of the features of the Affordable Care Act—community
rating, no lifetime limits, and guaranteed issue,” says Stark.
However, if SB 5247 had passed, Group Health Cooperative could have wiggled out from under some of
the bill’s requirements because of a substitute bill that was introduced. It would have allowed the insurance
commissioner to consider the capital expenses of nonprofits that manage their own clinics and hospitals.
This may have been due to the fact that Group Health is experiencing some financial difficulties.
In February 2012, Fitch Ratings downgraded Group Health Cooperative’s financial strength rating from an
A– to BBB. The ratings agency says the company is “experiencing difficulties projecting and managing costs
associated with external delivery systems, and establishing appropriate premium rates in light of competitive pressures.”
Chris Free, principal at Rapport Benefits Group, a Tacoma-based brokerage firm, says that Group Health
Cooperative is losing money because many members choose to utilize its First Choice Network, which
includes providers outside of Group Health clinics. “Group Health said they had something like an 18 percent increase in utilization costs on their options platform with First Choice in 2011, but something like a
0.4 percent or 0.9 percent increase with the HMO platform,” says Free.

What It Means
A tough regulatory environment that holds down premium increases in the small-group and individual markets in Oregon and Washington contributes to the offering of lean prescription drug benefits.
Even though narrow networks have yet to take off in most areas of the region, it may be a matter
of time before more employers consider these options in an effort to keep reasonable prescription
drug benefits.
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Managed Medicaid Market
Table 2-1: Oregon-Washington Medicaid Profile
Oregon
Enrollment

592,894 (84.2 percent in managed care)

Administration

Oregon’s Medicaid program has 499,312 of its members in managed care through more than a dozen
MCOs, and 93,582 beneficiaries are enrolled in fee for service.

Pharmacy Management

Oregon’s MCOs manage the Medicaid pharmacy benefit.

Washington
Enrollment

1,204,581 (55.6 percent in managed care)

Administration

Washington’s Medicaid program has more than half of its enrollees in managed care plans operated
by five MCOs, all of which have full-risk contracts with the state. New Medicaid MCO contracts will
begin on July 1, 2012.

Pharmacy Management

Washington’s MCOs manage the Medicaid pharmacy benefit.

Source: HealthLeaders-InterStudy; enrollment as of July 2011

Oregon Medicaid reform bill passes state House and Senate
»» T
 he Oregon House and Senate passed a Medicaid reform bill in late-February 2012 that will allow for
the creation of coordinated-care organizations for Medicaid enrollees (SB 1580). The measure is estimated to result in about $155 million during the first year of operation. By 2017, CCOs are expected to
save the state as much as $4.6 billion. The state could receive up to $2.5 billion in federal funding to help
implement the program over the next five years.
» » The proposed coordinated-care organizations would handle the mental, physical, and dental care of
Oregon’s nearly 600,000 Medicaid beneficiaries. Some organizations are already working toward forming their own CCOs. In Douglas County, where 16,000 Medicaid beneficiaries reside, nine organizations are working to form a single CCO. Community Health Alliance includes the Douglas County
Individual Practice Association, the Douglas County Health and Social Services Department, Greater
Oregon Behavioral Health Inc., Mercy Medical Center (owned by Catholic Health Initiatives), Umpqua
Community Health Center, Advantage Dental, and ADAPT.
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»» W
 VP Health Authority, an independent physician assocation in Marion and Polk counties, has attracted
interest from the Mid-Valley Behavioral Care Network, Capitol Dental, Salem Health, and others to
form a CCO.

Washington selects five new MCOs for Medicaid and Basic Health
»» T
 he Washington State Health Care Authority awarded five new MCO contracts for Medicaid and Basic
Health, which is the state’s insurance program for residents who do not quality for Medicaid. Together,
the contracts will cover more than 700,000 enrollees.
» » The Health Care Authority selected Amerigroup, Centene Corp., Community Health Plan of Washington, Molina Healthcare, and UnitedHealthcare. The new contracts are scheduled to begin on July,
1, 2012, and will continue through 2013. Other health plans that have offered Medicaid benefits in the
past will no longer participate.
» » While Centene will offer plans statewide, other MCOs will enroll members in select counties: UnitedHealthcare (all counties except Clark), Molina (35 counties), Community Health Plan (32 counties),
and Amerigroup (22 counties).
» » Regence BlueShield, which had 42,900 Medicaid members in July 2011, declined to bid on the new
contracts, as did Group Health Cooperative with 20,400 members, and Kaiser Foundation Health Plans
with 800. Premera BlueCross, which did not have an existing contract, and Columbia United Providers
bid for the business. Columbia United stands to lose its roughly 57,700 Medicaid members when the
new MCOs take over.

Washington halts Medicaid coverage of non-urgent ER visits
»» W
 ashington state will no longer cover unnecessary emergency-room visits for Medicaid beneficiaries,
beginning April 1, 2012. An effort by the Washington State Health Care Authority to limit such visits
to three per year was overturned in 2011. The Washington State Medical Association and other groups
sued the state because of the three-visit limit, and a judge sided with the medical groups. Officials estimate that unnecessary ER visits cost the state $21 million annually.
» » The state has formulated a list of about 500 conditions, such as acute bronchitis, chronic tonsillitis, and
sprains, which will not be covered . The list is considerably smaller than the list of 700 conditions the
state introduced in 2011.
» » Several groups oppose the coverage exclusion, including the Washington chapter of the American
College of Physicians, Washington State Medical Assocation, and Washington State Hospital Association, and have proposed various alternatives that would have the intended effect of reducing ER visits.
Proposals have included a Generics First drug initiative, opioid prescription drug monitoring, case
management, and increasing access to primary-care physicians.
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Managed Medicare Market

Oregon
Medicare Advantage enrollment continues to increase in Oregon as more people age into the program. During
the most recent annual enrollment period, the biggest winner was Health Net, whose marketing sanctions
were lifted by the Centers for Medicare & Medicaid Services. Health Net offers a $0 premium local PPO
with prescription drug coverage—a lucrative offering in a market with few $0 premium plans that include
drug coverage. Many Medicare Advantage plans in the state continue to earn high star ratings. PacificSource
increased its rating from 3.5 stars in 2011 to 4.5 stars in 2012 through various member outreach efforts and
provider incentives.
»» M
 edicare enrollment:
A rising tide lifted nearly all boats in Oregon, which has the highest Medicare Advantage penetration in the
country after Minnesota and Hawaii. Membership increased by 9,500 lives, or 4 percent, from October 2011
to January 2012, giving managed care plans a total of 42 percent of all Medicare beneficiaries in the state. By
comparison, 47 percent of all beneficiaries in Minnesota and 44 percent in Hawaii were enrolled in MCOs.
Health Net, which accounts for a 15 percent share of Oregon’s MA market, experienced a 12 percent membership gain in the three-month period ended January 2012, owing to the lifting of marketing sanctions and
the offering of a $0 premium local PPO product offered in 14 counties along the state’s western border. Plans
with no monthly premium can be among some of the most popular among Medicare Advantage enrollees.
In Oregon, there are few MA plans that offer both medical coverage and prescription drug coverage for no
monthly premium. In September 2011, the Centers for Medicare & Medicaid Services lifted the insurer’s
marketing sanctions, which had been in effect since November 2010. The 2012 annual enrollment period
was the first time the insurer was able to participate.
Meanwhile, a few other carriers in the region saw a significant enrollment increase from October 2011 to
February 2012. Kaiser Foundation Health Plans of the Northwest, which earned a 5-star quality rating,
increased membership by 1,000 members. KFHP could experience additional enrollment growth throughout the year when more members age into the Medicare program. Because of its high star rating, the plan is
also allowed to enroll members at any time during the year.
PacificSource, another highly rated MA plan with 4.5 stars, also saw a large boost in enrollment in the openenrollment period, helped by the plan’s strong reputation. The insurer increased enrollment from about
10,500 members to 12,364 members.
Expect Regence BlueCross BlueShield of Oregon, which saw a 3 percent increase in enrollment, to maintain
MA market leadership because of its extensive state and BlueCard provider network. However, if more
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$0 premium plans with drug coverage are introduced in the Oregon market, Regence could stand to lose
enrollees to other carriers.

Table 3-2: Oregon-Washington Medicare Advantage Enrollment Trends (Largest Plans)
Company

Type

January 2012

October 2011

Change

PPO-Local

53,697

52,491

1,206

HMO/HMOPOS

43,161

42,474

687

PPO-Local

39,570

35,599

3,971

HMO/HMOPOS

38,103

38,199

(96)

Group Health
Cooperative (WA)

HMO/HMOPOS

72,187

66,683

5,504

UnitedHealthcare of the
West

HMO/HMOPOS

52,079

52,322

(243)

PPO-Local

21,780

20,159

1,621

HMO/HMOPOS

17,368

15,972

1,396

Oregon
Regence BCBS Oregon
Kaiser Foundation
Health
Health Net of Oregon
Providence Health
Washington

Regence BS
Community Health Plan
(WA)
Source: HealthLeaders-InterStudy

»» S
 tar ratings:
Oregon seniors have many plan choices when it comes to enrolling in a highly rated Medicare Advantage
plan. The highest-rated plan is an HMO offered by Kaiser Foundation Health Plans of the Northwest, which
received 5 stars in 2012, an improvement over its 2011 rating of 4.5 stars. Several other plans received 4.5
stars, including a local PPO offered by ODS Health Plan, and HMOs offered by Samaritan Advantage, Providence Health Plans, and PacificSource.
Many health plans have poured their efforts into improving their yearly star ratings. PacificSource, which
increased its HMO star rating from 3.5 in 2011 to 4.5 in 2012, has focused on improving outcomes-based
scores, such as patient drug adherence.
Dan Stevens, senior vice president of senior programs at PacificSource, says his company is focusing on
members who need the most attention and addressing gaps in their care. “I think part of what we are focused
on is what we call a high-touch member strategy, which is really just being in contact with our members who
have chronic conditions, and making sure that they are getting the services that they should be, according to
the best available evidence,” says Stevens.
PacificSource also gives financial incentives to network providers to help them address various gaps in care
and make sure that members are getting preventive services, such as routine mammograms. One of the
provider groups PacificSource is working with to improve its star metrics is Central Oregon Independent
Practice Association, which includes more than 650 physicians and healthcare practitioners. In 2012, it
began providing incentives to the IPA’s physicians for mammography screening, care of members with
hypertension, and medication adherence related to hypertension and diabetes.
“This year, we reframed our quality incentive program with Central Oregon IPA [by adding] six measures
that were fairly specifically rated to the star health-outcomes measures,” says Stevens.
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Table 3-3: Oregon-Washington Medicare Stand Alone Part D Plan Enrollment Trends (Largest Plans)
Company

January 2012

October 2011

Change

Humana

39,324

35,648

3,676

UnitedHealthcare

37,775

47,142

(9,367)

ODS Health

33,551

33,672

(121)

First Health Life and Health Insurance

24,040

21,160

2,880

UnitedHealthcare

89,763

115,147

(25,384)

Humana

65,481

59,705

5,776

First Health Life and Health Insurance

42,575

38,165

4,410

Pennsylvania Life

39,043

37,806

1,237

Oregon

Washington

Source: HealthLeaders-InterStudy

PacificSource also partnered with Bend Memorial Clinic to form a MA medical home project (discussed in
more detail in the Care Management section of this report). Efforts around this project also helped PacificSource increase its overall star rating.
In addition to provider incentives, PacificSource employs care managers who organize outreach calls if it is
determined that a group of patients hasn’t received the necessary preventive tests. “[The nurse case managers] do outreach and phone calls directly to those folks. Actually, we see a pretty big movement when we do
that kind of outreach, especially to the folks who have chronic conditions,” Stevens adds.
Most MA plans offered by national carriers such as UnitedHealthcare and Humana are rated significantly
lower than plans offered by local carriers. One of the highest-rated plans offered by a national carrier is a
4-star UnitedHealthcare HMO, although other plans offered by UnitedHealthcare and Humana received
ratings of 3.5 stars.

Washington
Enrollment in Washington’s Medicare Advantage plans increased by almost 10 percent from October 2011
to January 2012. Much of the MA membership in the state shifted to $0 premium plans with prescription
drug coverage because plans with high premiums dominate much of the market. Health plans that are part
of integrated delivery systems continue to be among the top-rated Medicare Advantage plans in overall star
quality ratings.
»» M
 edicare enrollment:
Medicare Advantage plans continue to be a popular option for seniors who wish to have richer benefits than
traditional Medicare, and enrollment in such plans jumped by 9 percent from October 2011 to January 2012
(HealthLeaders-InterStudy data).
Leading carriers Group Health Cooperative and UnitedHealthcare both attracted MA enrollees. In 2012,
Group Health increased its MA star rating to 5 stars, the highest possible score. Some new members may
have flocked to the Group Health plan since the insurer touted its rating heavily. UnitedHealthcare will likely
remain a popular option because the carrier offers a $0 premium HMO plan that includes drug coverage in
some of the state’s largest counties.
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Soundpath Health, a much smaller plan than UnitedHealthcare or Group Health Cooperative, saw significant enrollment growth. Owned by the Northwest Physicians Network and the Physicians of Southwest
Washington, Soundpath introduced a Medicare HMO plan to the Washington market in 2012 that is available in King, Lewis, Pierce, Snohomish, and Thurston counties. MA enrollees flocked to the plan because
it has a $0 monthly premium. In total, Soundpath attracted about 4,600 new members in the three months
ended January 2012.
Similar to Soundpath, Humana attracted a sizeable number of new members with a new $0 premium
plan, available in Clark, King, Pierce, Snohomish, and Spokane counties. The plan offers prescription drug
benefits to members, requires no annual deductible, and covers select home-infusion drugs if the member
reaches the coverage gap. Overall, Humana increased enrollment in Washington from 19,900 in October
2011 to 28,100 in January 2012.
»» S
 tar ratings:
Many of the plans that have achieved high star ratings in Washington are closely aligned with their providers,
allowing them to more easily coordinate member care. Plans earning 5 stars in 2012 were Kaiser Foundation
Health Plans, part of the highly integrated Kaiser Permanente, and Group Health Cooperative, which has
an exclusive relationship with Group Health Physicians. Other carriers in the state achieving high scores
included HMOs offered by Providence Health Plans, which is part of the Renton, Wash.-based Providence
Health & Services, and Essence, whose HMO is limited to King and Skagit counties. Both of these plans
achieved ratings of 4.5 stars.
In 2012, CMS introduced three new outcomes-based measures that correlate with patients’ adherence to
prescription drugs for blood pressure, high cholesterol, and diabetes. Performance in these categories will be
important for health plans because the measures are weighted more heavily than other indicators. Essence,
Regence, Group Health Cooperative, and Providence received 5 stars in each drug adherence category, while
Regence received 4 stars in each of these categories.
Among some of the other measures the higher-rated plans scored better on were annual flu and pneumonia vaccines, with Providence, KFHP, Group Health Cooperative, and Essence each obtaining 5 stars
in both categories.

What It Means
Medicare enrollees are attracted to the lowest-cost Medicare Advantage plans that require no drug
deductible. There is no shortage of highly rated Medicare Advantage plans in the region, and those
with greater provider integration stand the best chances of performing well. Look for continued
migration of members to these plans because of the perks they receive in the form of reimbursement and yearlong enrollment. Seniors may also gravitate toward these plans if the higher level of
member care results in lower premiums.
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Pharmacy Benefits
Table 4-1: Oregon-Washington Prescription Drug Landscape
Average retail prescription price

Number of prescriptions per capita

State

State Average

National Average

State Average

National Average

Oregon

$51.85

$59.49

10.43

11.85

Washington

$54.66

$59.49

8.98

11.85

Source: SDI Health, LLC, special data request, 2011, via Kaiser Family Foundation

Oregon
Carriers are paring down prescription drug benefits for individual policyholders. Some plans offer no drug
coverage at all, while others limit benefits to generic drugs only. Plans with branded-drug coverage typically
require a deductible and coinsurance once the deductible is met. The state of Oregon has selected Ramsell
Pharmacy Solutions to administer medication therapy management for its AIDS drug assistance program.
»» P
 lan design:
Oregon carriers are whittling away at pharmacy benefits for individual policyholders by reducing benefits
to generics only, creating separate deductibles for prescription drugs, and requiring high levels of coinsurance. The tactic should draw some concern from advocacy groups if small employers in Oregon go the way
of their Washington counterparts and start bypassing group coverage, giving employees a set dollar amount
to purchase individual insurance on their own.
During the past couple of years, individual plan membership rolls have decreased, resulting in a greater
likelihood that only the individuals in poor health continue to buy coverage. In an effort to limit high-dollar
claims, individual carriers in the state are severely restricting drug benefits since federal healthcare reform
no longer allows for annual benefit limits. Such coverage terms have been applied to individual plan drug
benefits in the past.
From the fourth quarter of 2009 to the fourth quarter of 2011, Regence BlueCross BlueShield of Oregon
has seen a dramatic exodus of individual health plan members due to harsh economic conditions and rising health insurance premiums. In fourth-quarter 2009, Regence had 78,200 individual members, which
decreased to 55,700 members in fourth-quarter 2011 for a decline of nearly 30 percent. Lifewise, a subsidiary
of Premera Blue Cross, has also seen a significant decrease in individual plan membership, from 29,000 in
fourth-quarter 2009 to 22,400 in two years, a decline of 23 percent (Oregon Insurance Division).
As of 2012, Regence BlueCross BlueShield is offering four health plan options to individuals—Regence
Evolve Core and Evolve Plus, Evolve HSA, and Evolve HSA 100—each of which offers lean coverage of
prescription drugs. Regence Evolve Core covers generics for a $10 copay. However, branded drugs are subject to a $3,500 deductible separate from the medical deductible. Once the deductible is met, members are
responsible for 50 percent coinsurance.
The Regence Evolve Plus plan has a lower annual deductible for branded drugs of $1,000. The generic drug
copay is $10, like the Evolve Core plan, but requires members to pay 50 percent coinsurance for branded drugs.
Among the two Regence HSA offerings, the pharmacy deductible is combined with the medical deductible,
which ranges from $1,500 to $3,500 for the Evolve HSA plan in Oregon and is set at $5,000 for the Evolve
HSA100 plan. Neither plan includes branded drug coverage. Once the deductible is met on the Evolve HSA
plan, the plan covers generic drugs only with coinsurance of 20 percent or 50 percent, depending on which
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pharmacy benefit the member chooses. Once the deductible is met on the Evolve HSA100 plan, the member
pays nothing for generic drugs.

Table 3-3: Oregon-Washington Medicare Stand Alone Part D Plan Enrollment Trends (Largest Plans)
Company

January 2012

October 2011

Change

Humana

39,324

35,648

3,676

UnitedHealthcare

37,775

47,142

(9,367)

ODS Health

33,551

33,672

(121)

First Health Life and Health Insurance

24,040

21,160

2,880

UnitedHealthcare

89,763

115,147

(25,384)

Humana

65,481

59,705

5,776

First Health Life and Health Insurance

42,575

38,165

4,410

Pennsylvania Life

39,043

37,806

1,237

Oregon

Washington

Source: HealthLeaders-InterStudy

At the time of publication, Regence announced that it planned to eliminate the Evolve Plus plan and
the $1,000-deductible Evolve Core plan in Oregon by 2013. Combined membership in the plans totals
around 30,000.
Prescription drug benefit coverage for LifeWise, a Premera Blue Cross affiliate, is similar. The Lifewise WiseOptimum plan, a traditional PPO plan with prescription drug coverage, offers a 30-day supply of covered
generic drugs for a $15 copay and branded drugs at 50 percent coinsurance.
LifeWise also offers the WiseValue Plus plan, which excludes benefits for branded drugs and covers generic
drugs at 50 percent coinsurance. LifeWise enrollees can also choose the WiseValue Plus Rx plan, which has
richer drug coverage. Generic drugs are available for 50 percent coinsurance. Branded drugs are also available at a 50 percent coinsurance, but only after a $100 branded drug deductible is met.
Consumer-directed HSA plans offered by LifeWise also have limited drug coverage. A large medical and
pharmacy deductible must be met before the plans cover drugs. A lower-deductible HSA, $3,000, offers both
branded and generic drugs at 50 percent coinsurance. However, the higher-deductible HSA, $5,950, offers
generic drug coverage only, requiring 50 percent coinsurance.
»» M
 edication therapy management:
The state of Oregon selected Oakland, Calif.-based Ramsell Pharmacy Solutions in October 2011 to administer a medication therapy management program for its AIDS drug assistance program. The state hopes that
the program will result in a return on investment that can save on both drug costs and medical costs related
to this group of complex and expensive patients.
The Oregon ADAP program purchases HIV/AIDS drugs through the federal 340B drug discount program.
Oregon purchases its 340B drugs through a group of in-network pharmacies and receives the discounted
drugs upfront, whereas some other ADAP programs send their claims directly to drug manufacturers to
get reimbursed on the back end, after the claims have been paid. Ramsell was also selected to maintain and
develop the Oregon ADAP pharmacy network.
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For most patients receiving benefits through the Oregon ADAP program, the benefits work like a wraparound plan to help cover drug costs because most ADAP members are already insured. The Oregon ADAP
program serves about 2,800 patients. For the new MTM program, 250 patients will be targeted using a customized web-based tool developed by Ramsell.
Colleen Higgs, president of Ramsell Pharmacy Solutions says there are several flags that Ramsell monitors to
see if patients fit MTM criteria. “We look at the patient’s adherence levels, a measurement of the medication
possession ratio,” explains Higgs. “We determine a category of patients who meet that requirement and, in
addition, we look at anti-retroviral drug usage. So there may be some specific anti-retroviral agents that are
indicators of later disease progression.”
Once patients are enrolled in the ADAP MTM program, the company’s tool allows Ramsell pharmacists to
analyze claims data to determine whether a participant is taking the correct drugs related to their conditions. For instance, if a beneficiary is taking a drug related to diabetes, then pharmacists will confirm that
the patient does have a diabetic diagnosis. Also, pharmacists use the tool to document if participants are
taking any over-the-counter or herbal drugs, which have the potential to cause adverse interactions with
prescription drugs.
If a patient is taking drugs that have the potential for an adverse interaction, the patient will receive a medication action plan that outlines possible changes that need to be made. Ramsell pharmacists will also call the
patient’s physician, if necessary, if their prescription drug regimen needs to be changed.
For HIV/AIDS patients, it is especially important for Ramsell to monitor a patient’s treatment regimen.
Ramsell looks to see if drug usage follows treatment guidelines and whether it is a standard drug regimen.
If a non-standard regimen is identified, then pharmacists will determine if there is clinical justification for
the treatment.
In addition, state leaders asked Ramsell to pay special attention to ADAP participants with comorbidities
that are often associated with HIV/AIDS, such as Hepatitis C and mental health disorders. These patients
may receive more frequent MTM interventions than the annual comprehensive medication review and
quarterly targeted medication review that the typical MTM patient would have.
“For example, when a patient starts on a Hepatitis C treatment there are a number of therapeutic issues
and side effect concerns that happen with those members, such that, they need the additional support and
quarterly is not necessarily considered to be enough,” says Higgs. “So, in cases like that, our pharmacists are
authorized to provide a monthly MTM encounter.”
While it is too early to analyze results of the program, Higgs says that return on investment for the state could
range from $3 to $12 for every dollar spent, based on whether the calculations combine avoided medical
costs with pharmacy savings. Ramsell hopes to release results by late 2012 or early 2013.

Washington
As in Oregon, carriers in Washington have trimmed prescription drug benefits significantly for individual
policies. In response, the Washington insurance commissioner issued an emergency order that bans genericsonly policies beginning Aug. 1, 2012. In a separate development, Premera Blue Cross continues to utilize a
successful Polypharmacy program that has encouraged thousands of chronic-care members to have their
physicians review their drug regimen for potential safety issues.
»» P
 lan design:
Washington insurers are cutting prescription drug benefits for individual health insurance plans down to the
bare minimum. Prior to the enactment of federal healthcare reform, individual health insurers that offered
prescription drug coverage imposed annual drug limits on plans that helped protect against high drug
claims. However, mandates from the Affordable Care Act prevent insurers from placing annual benefit limits
of less than $750,000. As a result, many insurers are severely limiting branded drug coverage and sometimes
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even eliminating it. However, a new rule-making order signed by Washington Insurance Commissioner
Mike Kreidler on Feb. 15, 2012, bans plans that cover generic drugs only, beginning on Aug. 1, 2012.
Regence BlueShield has 95,451 members enrolled in individual plans, while Lifewise, an affiliate of Premera
Blue Cross, is tied with Regence, with 95,417 members. Group Health Cooperative has a much smaller
individual health plan enrollment, with 11,592 members (Washington State Office of the Insurance Commissioner). No doubt, thousands of these members have experienced sticker shock when they go to the
pharmacy to get their prescriptions filled after the new benefit designs took effect.
As an example of how insurers are restricting branded drug benefits, Regence BlueShield offers four individual health plan options: The Regence Evolve Core and Evolve Plus, Evolve HSA and Evolve HSA 100.
Each of the plans offers prescription drug coverage, but the benefits are very lean. These four plans are similar
to those offered in Oregon (see the plan design discussion, above), with a few differences among products:
»» T
 he Regence Evolve Core plan covers only preventive prescription drugs, and they are covered at 100
percent. Aside from preventive prescriptions, the plan does not offer any coverage for generics or
branded drugs.
» » The Regence Evolve Plus plan has a branded-drug pharmacy deductible of $500. Insulin and diabetic
drugs are not subject to the branded deductible.
» » The combined pharmacy and medical deductible for the Evolve HSA plan ranges from $2,000 to $3,500.
Compared to Regence’s prescription drug coverage, LifeWise, which is an affiliate of Premera BlueCross, offers
even leaner coverage. Of the five individual plans offered, only two offer some type of coverage for prescription drugs. The WiseEssentials Rx Plan offers only generic drugs for a $15 copay, while the WiseAdvantage
plan breaks coverage out between preferred generics, available for a $15 copay, and nonpreferred generics,
available for 50 percent coinsurance. No individual plan offered by LifeWise offers branded drug coverage.
Like LifeWise, Group Health Cooperative offers prescription drug coverage with only two of eight individual
plans. The Balance 1750 plan offers generic drugs for a $15 copay, branded drugs for 40 percent coinsurance,
and nonpreferred branded drugs for 50 percent coinsurance. The plan has no prescription drug deductible.
Group Health also offers prescription drug coverage with its Welcome 750 plan, which covers generics for a
$15 copay and branded drugs for 30 percent coinsurance. There is also no prescription drug deductible on
the Welcome 750 plan.
»» M
 edication therapy management:
A medication review program used by Premera Blue Cross has contributed to fewer hospitalizations and
emergency-room visits for adult members taking five or more maintenance drugs associated with chronic
diseases, according to a retrospective claims analysis completed in 2009. Through the Polypharmacy program, which has been around since 2001, Premera gives these members an informational brochure that
encourages them to talk with their healthcare professional about their entire medication history and a brown
bag to help collect all of their medications.
The Premera Polypharmacy program is very simple in execution, says Stephanie Yamamoto, PharmD, manager of pharmacy at Premera. The members receive an informational brochure on the program, along with a
brown paper bag, which they are encouraged to fill with their prescription drugs and any over-the-counter
drugs, nutritional supplements or herbal drug bottles and take with them the next time they visit their doctor. “We encourage them to talk to their doctor about all the medications that are in their medicine cabinets
and see if there’s an opportunity to streamline them in any way,” explains Yamamoto.
An annual survey that Premera sends to Polypharmacy participants finds that the program often results in
prescription drug changes for members. The most recent survey, which includes 2011 statistics, finds that 22
percent of Polypharmacy participants indicated that they had some type of drug change. Of that 22 percent,
92 percent said there was some type of dosage change, 64 percent reported that they stopped taking one or
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more of the drugs that they were taking, and 45 percent said that one or more drugs had been added to the
number of prescriptions they take. In 2011, there were about 16,800 Premera members who were sent a
brown bag and a Polypharmacy informational brochure.
Oftentimes, patients have multiple doctors who may not be associated with the same healthcare network.
This can result in the use of duplicative drugs or those that may have adverse interactions with one another.
Chad Murphy, PharmD, director of pharmacy at Premera, says that one of the aims of the Polypharmacy
program is to eliminate some the uncoordinated patient care.
Another primary goal is to lower overall medical costs associated with drug-safety issues, such as an unnecessary visit to the emergency room, or gaps in care that could be remedied with prescription drug treatment.
While some other insurers may have more complicated programs that involve telephonic outreach, for
example, Murphy says he believes that Premera’s Polypharmacy program has been successful because it is
so simple. “All we ask is that you grab your medications and put them in a bag. You, as the patient, are in
control of your health.”

What It Means
More health plans, especially in the highly regulated individual market, may continue to trim pharmacy benefits as a way to keep a lid on rising costs. Plans also may limit branded drug formulary
coverage and use utilization controls such as step therapy more often to encourage generic drug
usage. However, more insurers will be focused on pharmacy programs such as medication therapy
management to help increase drug adherence and prevent expensive medical claims related to
avoidable medical events.
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Patient Care Management
Table 5-1: Oregon-Washington Chronic Disease Snapshot
% of Adult Population

Rank in the U.S.*

Stroke

2.5%

20

Diabetes

7.2%

9

Heart disease

3.6%

7

Myocardial infarction

3.5%

8

High blood pressure

27.1%

13

High cholesterol

35.2%

7

Stroke

2.3%

14

Diabetes

7.6%

15

Heart disease

3.4%

5

Myocardial infarction

3.1%

4

High blood pressure

28.0%

20

High cholesterol

38.7%

34

Oregon

Washington

*Ranking of 1 = lowest incidence
Source: United Health Foundation, 2011 America’s Health Rankings

			

Oregon
PacificSource and Bend Memorial Clinic partner on a patient-centered medical home for Medicare beneficiaries,
and the effort has resulted in decreased hospital admissions and emergency-room visits. The program has also
focused its efforts on increasing drug adherence and generic drug usage among members.
»» C
 are coordination:
A patient-centered medical home partnership of PacificSource and the 100-physician Bend Memorial Clinic
has resulted in better healthcare outcomes and lower costs for 4,000 Medicare Advantage members. PacificSource inherited the project, which was launched in 2009, when it acquired Clear One Health Plans in 2010.
Perhaps the most integral part of the medical home project is a nurse practitioner who serves as the sole
case manager and focuses on the patients in need of the most attention in the medical home. The nurse
case manager is located at BMC and employed by PacificSource. A few more nurse case managers will be
hired in 2012.
“The nurse case manager is working right there within BMC’s electronic medical records and right there
within their care teams in the internal medicine divisions,” says Dan Stevens, senior vice president of senior
programs at PacificSource. “She is a care coordinator for the real high risk, complex patients who just need
extra help and attention. She’ll do everything from a home visit and talk about medications and make sure
people have an understanding about that.”
About 150 patients at BMC were identified as the most high risk and complex. Sean Rogers, M.D., the clinic’s
medical director, says that some of the main goals of the nurse case manager is to make the most complex
patients more accountable for their own healthcare. “She is available as a resource for a variety of things such
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as patient education, advice on medication adherence, advice on how to take care of themselves at home,
increasing patient engagement, increasing self-management skills, and helping them coordinate office visits,”
says Rogers.
Another important aspect of the medical home project is follow up with patients within 48 hours of a
discharge from the hospital. The BMC medical home team contacts the patient by telephone to explain
discharge instructions and schedule an appointment with their primary-care physician.
For the remaining participants, who may not need as much attention from the care manager, the medical
home allowed BMC to implement an open-access schedule that has extra slots open to handle patients who
need immediate appointments if they become ill. Before the medical home project, patients often had to wait
weeks to get an appointment, which could lead to an unnecessary visit to the ER.
Another main focus of the medical home is on drug adherence and generic drug usage. The partnership
between BMC and PacificSource allows BMC staff to access PacificSource claims data to look adherence
rates and generic fill rates. “Most medications have one or more meds in that same class that are available as
generic, which is a great thing for patients when it comes to paying out-of-pocket costs, but it also helps save
the health plan’s costs and helps lower the total costs of care across the spectrum,” says Rogers.
Results from the medical home pilot showed that emergency-room visits and inpatient admissions were
below both state and national averages. In 2010, the BMC program had 225 hospital admissions and 230
emergency-room visits per 1,000 beneficiaries, compared with the state average of 260 admissions and 490
ER visits per 1,000, and the national average of 350 admissions and 525 ER visits per 1,000.
BMC and PacificSource share any savings that result from the program in a 50/50 split, although shared
savings is not the only component related to payment in the medical home. BMC is reimbursed on a feefor-service basis for claims and receives a care management fee. It is also eligible for a small bonus if it meets
several quality metrics, most of which come from the disease registry program. Many measures focus on
the diabetic population, including monitoring of A1c levels and making sure members receive eye and
foot exams; and making sure members receive preventive care, such as mammograms, colonoscopies, and
immunizations.
No doubt, the Bend Memorial Clinic medical home helped PacificSource dramatically increase its Medicare
Advantage star ratings, which are tied to reimbursement bonuses from the Centers for Medicare & Medicaid
Services. From 2011 to 2012, PacificSource’s star rating increased from 3.5 stars to 4.5 stars.

		

“Our hard work and quality of care has helped the payer [PacificSource] achieve a higher star rating with
CMS and, in turn, their support allowed us to implement the changes, which allowed us to deliver higher
quality care to our patients,” explains Rogers. Because the program has been such a success, BMC plans to
expand the medical home to a broader patient and payer population, including the commercial market.
BMC is using the success of the program to discuss options with other payers for 2013 and beyond.

Washington
An interdisciplinary team-based approach developed by Group Health Cooperative could help the organization
meet recognition as a patient-centered medical home by the National Committee for Quality Assurance. The
approach, which is called TEAMcare, focuses on improving health outcomes for patients who are depressed
and have other chronic conditions. If patients are able to control depression through encouragement and drug
adherence, they are more likely to be engaged in the self-management of other conditions they may have, such
as diabetes.
»» C
 are coordination:
An approach to the medical home model that has been piloted by Group Health has resulted in improved
clinical measures for patients. Because of the success of the program, named TEAMcare, Group Health
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wants to expand the interdisciplinary approach to help other Group Health clinics use the model in the
region and elsewhere.
The program is unique in that it focuses on patients with depression in addition to other chronic diseases,
such as high cholesterol, diabetes, and high blood pressure, who typically receive enhanced attention in a
medical home. Elizabeth Lin, M.D., MPH, a family care physician at Group Health and an investigator at
the Group Health Research Institute, says that depression can often go hand-in-hand with a chronic disease.
“Through large population-based studies, we found that, for patients with diabetes and depression, they have
much worse outcomes, meaning they have complications such as blindness, heart attacks, strokes, amputations, as well as poorer control and much higher costs in terms of providing healthcare for them,” explains
Lin. “One of the reasons is because, the problem with depression is that you feel less hopeful, more hopeless
about what is the point of doing all this self-care.”
The TEAMcare approach trains both nurse case managers and physicians (primary care and behavioral
health staff) to help patients focus on self-care to achieve their goals. One important component of patient
self-care is drug adherence. TEAMcare allows nurse case managers and physician consultants to review a
patient’s progress and drug regimen, and make recommendations to the PCP if drug adjustments are necessary. Oftentimes, patients who have one or more chronic conditions can take as many as 10 different drugs.
Nurse case managers collaborate with physicians to look for drugs that a patient would only have to take
once a day rather than three times a day, for example.
“Taking these many medicines is really complex, and it’s common for patients to forget to take them or get
confused about what they are,” says Lin. “We start there, and then with some education about what the medicines are for and how they were prescribed, and then find out more about what difficulties they specifically
have with taking the medicines.”
For example, if a patient is having financial difficulty with affording some drugs, the nurse case manager may
suggest a drug that is less expensive or refer the patient to a social worker who may help him find a program
that can offer financial assistance for the drugs.
Drug adherence is important for patients with depression because it can help motivate them to get their
condition under control. By improving depression, patients are also more inclined to take drugs related
to other chronic illnesses such as diabetes. “Depression worsens diabetes care and outcomes, increases the
burden of diabetes such as pain, vision problems, etc., which in turn can make one feel more depressed, so
it’s a double-whammy,” says Lin.
In the January/February 2012 issue of Annals of Family Medicine, the Group Health Research Institute
shared the results of the TEAMcare project. The study followed a group of 214 Group Health patients at 14
Group Health clinics that were under TEAMcare. Each of the patients was diagnosed with depression and
had at least one chronic condition such as high cholesterol, diabetes, or high blood pressure. After a year in
the program, compared to other patients, TEAMcare participants were six times more likely to be started on
antidepressants or have such drugs adjusted, three times more likely to be started on have adjustments for
insulin, and about two times more likely to be started on or adjusted for blood pressure drugs.
Because of the success of TEAMcare, Group Health plans to expand the TEAMcare model to include more
clinics. In addition, clinics outside of Group Health are also looking to use the TEAMcare model. “Kaiser
was really impressed and a couple of regions in southern California are adapting this. We’ll help with training,” says Lin.
The multispecialty Polyclinic in Seattle, with more than 175 physicians, is using TEAMcare, and the medical
home initiative of Community Health Plan of Washington is learning more from the effort and applying
for grants to implement the approach. It is not surprising that other organizations are showing interest in
TEAMcare because demonstrating quality improvement in depression or a mental health disorder is among
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the requirements of meeting patient-centered medical home standards from the National Committee for
Quality Assurance.

What It Means
Medical homes continue to appear and expand across Oregon and Washington. Nurse case managers employed by the medical homes monitor prescription drug adherence of chronically ill patients
to prevent expensive medical events. By targeting depressed patients, Group Health Cooperative’s
approach helps patients adhere to drugs used to treat comorbidities.
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Regulation/Legislation
Table 6-1: Summary Of Recent Regulations
Bill Name and Number

Description

Status and Date

Wellness Programs
(HB 4074)

Would have allowed insurers to provide monetary incentives to enrollees that participate in wellness programs

In committee upon
adjournment
March 2012

Oregon Health Exchange
Corporation (HB 4164)

Allows the Oregon Health Insurance Exchange to establish contracts
with carriers to develop special plan designs for persons on the board
of the Oregon Health Insurance Exchange; exempts the plans from
Insurance Code requirements that relate to small-group health plans

Signed by governor
March 2012

Medicaid Transformation
(SB 1580)

Allows for the creation of Medicaid coordinated-care organizations that
improve care coordination for physical, mental, and dental services

Signed by governor
March 2012

Nonprofit Health Insurer
Surpluses (SB 5247)

Would have allowed the Washington insurance commissioner to
review nonprofit health insurance surpluses in determining if rate
increase requests in the small-group and individual markets were
reasonable

Died in Senate
February 2012

Health Plan Options for
Individuals and Small Groups
(SB 6440)

Would allow individuals and small-group employers to purchase
health plans outside the state; the Washington insurance commissioner would be directed to find five states where health insurance laws
meet 85 percent of NAIC health insurance standards, and the states
would have to sign reciprocal agreements to offer plans in Washington

Referred to House Health
Care & Wellness Committee
February 2012

Health Insurance Offerings
for Public School Employees
(SB 6442)

Would establish a consolidated health insurance purchasing system
for Washington public school employees

Referred to Senate Rules
Committee
February 2012

Oregon

Washington

Source: HealthLeaders-InterStudy, 2012
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