
 

Office of Program Policy Analysis and Government Accountability 
an office of the Florida Legislature 

 
Justification Review 
May  2001 Report No. 01-27 

Medicaid Disease Management Initiative Sluggish, Medicaid Disease Management Initiative Sluggish, Medicaid Disease Management Initiative Sluggish, Medicaid Disease Management Initiative Sluggish,     
Cost Savings Not Determined, Design Changes NeededCost Savings Not Determined, Design Changes NeededCost Savings Not Determined, Design Changes NeededCost Savings Not Determined, Design Changes Needed    
at a glanceat a glanceat a glanceat a glance    
The 1997 Florida Legislature directed the Agency for Health Care The 1997 Florida Legislature directed the Agency for Health Care The 1997 Florida Legislature directed the Agency for Health Care The 1997 Florida Legislature directed the Agency for Health Care 
Administration to implAdministration to implAdministration to implAdministration to implement a disease management initiative to ement a disease management initiative to ement a disease management initiative to ement a disease management initiative to 
improve health outcomes and reduce taxpayer costs for improve health outcomes and reduce taxpayer costs for improve health outcomes and reduce taxpayer costs for improve health outcomes and reduce taxpayer costs for 
Medicaid clients with asthma, diabetes, HIV/AIDS, and Medicaid clients with asthma, diabetes, HIV/AIDS, and Medicaid clients with asthma, diabetes, HIV/AIDS, and Medicaid clients with asthma, diabetes, HIV/AIDS, and 
hemophilia.  Legislation passed in 1998 expanded the initiative hemophilia.  Legislation passed in 1998 expanded the initiative hemophilia.  Legislation passed in 1998 expanded the initiative hemophilia.  Legislation passed in 1998 expanded the initiative 
to include Medicaid clients with hypertensito include Medicaid clients with hypertensito include Medicaid clients with hypertensito include Medicaid clients with hypertension, cancer, endon, cancer, endon, cancer, endon, cancer, end----stage stage stage stage 
renal disease, congestive heart failure, and sickle cell anemia.  renal disease, congestive heart failure, and sickle cell anemia.  renal disease, congestive heart failure, and sickle cell anemia.  renal disease, congestive heart failure, and sickle cell anemia.      

The still incomplete initiative cost the state $24.1 millionThe still incomplete initiative cost the state $24.1 millionThe still incomplete initiative cost the state $24.1 millionThe still incomplete initiative cost the state $24.1 million    
through February 2001.  The agency has not determined through February 2001.  The agency has not determined through February 2001.  The agency has not determined through February 2001.  The agency has not determined 
whether the initiative improved health outcomes and whether the initiative improved health outcomes and whether the initiative improved health outcomes and whether the initiative improved health outcomes and saved the saved the saved the saved the     
$112.7 million projected over four years.  In February 2001, the $112.7 million projected over four years.  In February 2001, the $112.7 million projected over four years.  In February 2001, the $112.7 million projected over four years.  In February 2001, the 
agency backed off making a vendor repay $7.6 million because agency backed off making a vendor repay $7.6 million because agency backed off making a vendor repay $7.6 million because agency backed off making a vendor repay $7.6 million because 
the agency did not establish an explicit method to measure cost the agency did not establish an explicit method to measure cost the agency did not establish an explicit method to measure cost the agency did not establish an explicit method to measure cost 
savings before contracting for disease management servisavings before contracting for disease management servisavings before contracting for disease management servisavings before contracting for disease management services.ces.ces.ces.    

In general, the agency failed to address significant problems that In general, the agency failed to address significant problems that In general, the agency failed to address significant problems that In general, the agency failed to address significant problems that 
impeded the initiative.  Further, the initiative design does not impeded the initiative.  Further, the initiative design does not impeded the initiative.  Further, the initiative design does not impeded the initiative.  Further, the initiative design does not 
adequately address problems of the chronically ill who often adequately address problems of the chronically ill who often adequately address problems of the chronically ill who often adequately address problems of the chronically ill who often 
suffer from multiple diseases.  In addition, the design issuffer from multiple diseases.  In addition, the design issuffer from multiple diseases.  In addition, the design issuffer from multiple diseases.  In addition, the design is    
inefficient and fosters inconsistencies.inefficient and fosters inconsistencies.inefficient and fosters inconsistencies.inefficient and fosters inconsistencies.    

We recommend that the Legislature direct the agency to We recommend that the Legislature direct the agency to We recommend that the Legislature direct the agency to We recommend that the Legislature direct the agency to     
! redesign the initiative from a diseaseredesign the initiative from a diseaseredesign the initiative from a diseaseredesign the initiative from a disease----specific to a patientspecific to a patientspecific to a patientspecific to a patient----

focused or holistic approach and contract with fewer focused or holistic approach and contract with fewer focused or holistic approach and contract with fewer focused or holistic approach and contract with fewer 
companies;  companies;  companies;  companies;      

! establish a defensible methodolestablish a defensible methodolestablish a defensible methodolestablish a defensible methodology to determine cost ogy to determine cost ogy to determine cost ogy to determine cost 
savings and ensure that overpayments are recovered; savings and ensure that overpayments are recovered; savings and ensure that overpayments are recovered; savings and ensure that overpayments are recovered;     

! report on initiative progress in meeting performance report on initiative progress in meeting performance report on initiative progress in meeting performance report on initiative progress in meeting performance 
expectations, including health outcomes and cost savings; expectations, including health outcomes and cost savings; expectations, including health outcomes and cost savings; expectations, including health outcomes and cost savings; 
andandandand    

! require OPPAGA to complete a second review of the initiative require OPPAGA to complete a second review of the initiative require OPPAGA to complete a second review of the initiative require OPPAGA to complete a second review of the initiative 
by Deby Deby Deby December 31, 2002, that reports on whether legislative cember 31, 2002, that reports on whether legislative cember 31, 2002, that reports on whether legislative cember 31, 2002, that reports on whether legislative 
expectations regarding cost savings and program outcomes expectations regarding cost savings and program outcomes expectations regarding cost savings and program outcomes expectations regarding cost savings and program outcomes 
are met.  are met.  are met.  are met.      

PurposePurposePurposePurpose ____________________________________________     

Section 11.513, Florida Statutes, directs 
the Office of Program Policy Analysis 
and Government Accountability to 
complete a program evaluation and 
justification review for each state agency 
that is operating under a performance-
based program budget.  Justification 
reviews assess agency performance 
measures and standards, evaluate 
program performance, and identify 
policy alternatives for improving 
services and reducing costs. 

This report is one of four that reviews 
the Medicaid program administered  
by the Agency for Health Care 
Administration.  In the other three 
reports, we address program account- 
ability and performance; effectiveness  
of fraud and abuse activities; and  
cost control policies for Medicaid’s 
prescription drug program.  This report  

! assesses how successful the disease 
management initiative has been in 
meeting legislative expectations for 
anticipated cost savings and other 
program outcomes; 

! identifies circumstances or factors 
impeding initiative success; and 

! recommends ways to improve the 
design of the initiative. 
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BackgroundBackgroundBackgroundBackground ________________________________________________    
In an effort to help control expenditures for 
chronically ill Medicaid clients, the Florida 
Legislature in 1997 directed the Agency for 
Health Care Administration to implement a 
disease management initiative for Medicaid 
clients diagnosed with asthma, diabetes, 
HIV/AIDS, and hemophilia.  The Legislature 
reduced Medicaid appropriations based on 
anticipated savings that were to be achieved 
through this initiative.  

In Fiscal Years 1998-99 and 2000-01, the 
Legislature directed the agency to expand the 
initiative and develop programs for 
hypertension, cancer, congestive heart failure, 
end-stage renal disease, and sickle cell anemia.  
The Legislature made further Medicaid budget 
reductions based on the additional expected 
savings. 1  The Legislature anticipated cost 
savings over four years to total $112.7 million.  
(See Exhibit 1.)   

Exhibit 1Exhibit 1Exhibit 1Exhibit 1    
The MedThe MedThe MedThe Medicaid Disease Management Initiative Was icaid Disease Management Initiative Was icaid Disease Management Initiative Was icaid Disease Management Initiative Was 
Expected to Save $112.7 Million Over Four YearsExpected to Save $112.7 Million Over Four YearsExpected to Save $112.7 Million Over Four YearsExpected to Save $112.7 Million Over Four Years    

Fiscal Fiscal Fiscal Fiscal 
YearYearYearYear    

Anticipated Anticipated Anticipated Anticipated 
Savings Savings Savings Savings 

(millions)(millions)(millions)(millions)    Disease Management InitiativeDisease Management InitiativeDisease Management InitiativeDisease Management Initiative    
1997-98 $  4.2  Implement disease management for 

asthma, diabetes, HIV/AIDS, and 
hemophilia. 

1998-99     24.7  Continue disease management for the 
initial four diseases.  

1998-99 14.7  Expand disease management to include 
cancer, end-stage renal disease, 
congestive heart failure, hypertension, 
and sickle cell anemia. 

1999-00 0.0  No additional disease management 
reductions or expansions. 

2000-01 23.0  Improve disease management 
efficiency for the nine diseases. 

2000-01 46.1  Expand disease management to include 
population-based disease management 
and diseases not already covered by 
the initiative. 

TotalTotalTotalTotal    $112.7$112.7$112.7$112.7        

Source: General Appropriations Acts of 1997-98, 1998-99, and 2000-01. 

                                                           
1 This was done through proviso language in the 1997-98, 1998-99, 

and 2000-01 General Appropriations Acts.  

Disease management seeks to improve patient 
care and health outcomes and to reduce health 
care costs by concentrating services on 
chronically ill patients who often receive 
fragmented care, do not follow treatment and 
medication regimens, experience a high rate of 
preventable complications, and have high use 
of costly services.  Disease management offers 
an integrated approach to treating chronic 
disease by providing support to patients and 
physicians.  For example, by using a care 
manager, disease management helps patients 
follow appropriate treatments, use less 
expensive outpatient interventions, and learn 
how to self-monitor their conditions.  Disease 
management encourages doctors to use best 
practice guidelines for optimal treatment and 
enhances communication between patients and 
caregivers to prevent duplication or gaps in 
treatment.  

Florida’s disease management initiative  
delivers services to Medicaid clients enrolled  
in MediPass using disease management 
organizations (DMOs), which are private 
companies that specialize in disease 
management. 2  These companies provide a 
range of services to both MediPass clients and 
providers.  DMOs concentrate these services 
through a care manager who coordinates all 
aspects of patient care by developing individual 
care plans, monitoring patient compliance of 
treatment protocols, and informing physicians 
of patient progress.  DMOs also provide 
services and educational materials to physicians 
by sharing best practice guidelines and offering 
to conduct educational conferences.  In 
addition, DMOs sometimes engage in 
community outreach by participating in or 
sponsoring health fairs.  (See Appendix A.) 

A disease management program for MediPass 
clients with asthma began in August 1998.  
Integrated Therapeutics Group, the DMO 
providing services to asthma clients, did so  
free of charge through a formal agreement.  
Disease management services for diabetes, 
hemophilia, and HIV/AIDS were all operating 
by September 1999 and are delivered through 

                                                           
2 MediPass is Florida’s primary care case management program 

for Medicaid clients.    
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fee-based contracts with four DMOs. 3  Disease 
management programs for end-stage renal 
disease and congestive heart failure began in 
the fall of 2000.  The agency plans to contract 
with DMOs to provide disease management 
programs for hypertension and sickle cell 
anemia within the next few months. 4 

The agency expects that Medicaid costs for 
clients with chronic diseases will decrease 
because of the services provided by DMOs.  
Except for Integrated Therapeutics Group, the 
agency advances a monthly fee to the DMOs 
based on the number of clients the agency 
identifies as eligible for a respective program. 5  
This payment serves as an advance against 
anticipated cost savings.  As of March 2001, the 
agency had advanced $24.1 million to the 
DMOs.  (See Exhibit 2 for totals by disease 
management program, and Appendix B,  
Table B-2 for advanced payments to individual 
DMOs.) 

Exhibit 2Exhibit 2Exhibit 2Exhibit 2    
Through February 2001, the Agency Has Through February 2001, the Agency Has Through February 2001, the Agency Has Through February 2001, the Agency Has     
Advanced $24.1 Million to Deliver Advanced $24.1 Million to Deliver Advanced $24.1 Million to Deliver Advanced $24.1 Million to Deliver     
DiseaseDiseaseDiseaseDisease Management Programs Management Programs Management Programs Management Programs    

    
Advanced PaymentsAdvanced PaymentsAdvanced PaymentsAdvanced Payments    

(M = million)(M = million)(M = million)(M = million)    
Disease Disease Disease Disease 
Management Management Management Management 
ProgramProgramProgramProgram    

For For For For     
FY 1999FY 1999FY 1999FY 1999----00000000    

To Date To Date To Date To Date     
for for for for     

FY 2000FY 2000FY 2000FY 2000----01010101    

Total Total Total Total     
Through Through Through Through 

February 2001February 2001February 2001February 2001    
Diabetes $8.2 M1 $5.4 M $13.6 M 
HIV/AIDS $2.0 M $3.1 M $5.1 M 
Hemophilia $74,000 $54,900 $128,900 
End-Stage 
Renal Disease 2  $3.4 M $3.4 M 
Congestive  
Heart Failure 2  $1.9 M $1.9 M 
TotalsTotalsTotalsTotals    $10.3 M$10.3 M$10.3 M$10.3 M    $13.8 M$13.8 M$13.8 M$13.8 M    $24.1 M$24.1 M$24.1 M$24.1 M    

1 This total includes the month of June from Fiscal Year 1998-99. 
2 These disease management programs started in September 2000, 

and thus have operated for less than a full year. 

Source:  Agency for Health Care Administration. 

                                                           
3 The agency split the state between two DMOs for hemophilia.  

The diabetes program began operations in May 1999, the 
HIV/AIDS program in August 1999, and the hemophilia 
program in September 1999. 

4 The agency does not currently plan to bid for a cancer disease 
management program; however, the agency plans to include 
leukemia in its bid for a DMO to provide disease management 
for hematology. 

5 The monthly payment is based on a per-member, per-month fee 
that varies by disease management organization. 

At the end of each contract year, the agency is 
to determine whether the DMO has realized 
cost savings.  To accomplish this, the agency 
will compare Medicaid expenditures incurred 
during that year for clients eligible for DMO 
services to expenditures for eligible clients 
incurred during a baseline period. 6  If the 
contract year expenses for eligible clients exceed 
baseline expenses, the DMO must refund the 
total amount of the advanced monthly fees.  If 
contract year expenses are less than those 
incurred during the baseline period, the DMO 
will receive a negotiated percentage of the 
savings. 7  

The contracts for end-stage renal disease and 
congestive heart failure disease management 
stipulate that client expenses during a contract 
year must be 6.5% less than expenses during 
the baseline period.  The agency plans to 
include this 6.5% guaranteed savings in all 
future contracts.  

FindingsFindingsFindingsFindings____________________________________________________________     

Initiative Implementation and Initiative Implementation and Initiative Implementation and Initiative Implementation and 
AssessmAssessmAssessmAssessment Slowent Slowent Slowent Slow    
The agency has not completely The agency has not completely The agency has not completely The agency has not completely 
implemented the initiative even though implemented the initiative even though implemented the initiative even though implemented the initiative even though 
directed to do so by the Legislature directed to do so by the Legislature directed to do so by the Legislature directed to do so by the Legislature     
more than three years ago  more than three years ago  more than three years ago  more than three years ago      
The Legislature directed the agency to 
implement the disease management initiative 
for clients with specific diseases in 1997 and 
1998.  However, as of March 2001, programs 
exist for only five of the nine disease states 
indicated by the Legislature, and two of the 
programs do not cover the entire state.   
(See Appendix B.) 

                                                           
6 Baseline expenditures refer to expected Medicaid costs in the 

absence of implementing disease management, adjusted for 
inflation, during a specific time frame referred to as the baseline 
period.  The fiscal year prior to the program generally serves as 
the baseline period. 

7 The percentage that the DMOs receive varies by DMO 
depending on contract negotiations. 
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At this time, the initiative does not include 
disease management programs for sickle cell 
anemia, hypertension, cancer, or asthma.  
While the agency is currently planning to bid 
for sickle cell anemia and hypertension disease 
management programs, it is not currently 
pursuing a cancer program.  Agency staff told 
us they have not decided whether to target a 
specific cancer initially and phase in other types 
of cancer or implement disease management for 
all types of cancer. 

The initiative also no longer offers disease 
management for MediPass clients with asthma.  
Integrated Therapeutics Group discontinued 
services in January 2001 after backing out of 
negotiations with the agency to formalize a 
contract.  Negotiations broke down because the 
DMO did not agree to the guaranteed savings 
required by the agency in exchange for a 
formulary comprising drugs manufactured by 
the pharmaceutical company that owns 
Integrated Therapeutic Group. 

The initiative does not provide services 
statewide for MediPass clients with HIV/AIDS 
or congestive heart failure.  Although available 
in the rest of the state since September 1999, 
HIV/AIDS disease management is not available 
for MediPass clients in Broward and Dade 
counties, where an average of 3,000 MediPass 
recipients qualify for HIV/AIDS disease 
management services.  While the agency 
selected a DMO to provide HIV/AIDS disease 
management in these counties over a year ago, 
the agency and DMO have not yet reached 
agreement on contract terms.  Further, while 
nothing precludes the agency from doing so, it 
has not sought another company to deliver 
disease management services to MediPass 
clients with HIV/AIDS in these two counties.   

The congestive heart failure program covers 
clients in only 52 of Florida’s 67 counties.  
Although the agency originally planned to 
contract the remaining 15 counties with 
Coordinated Care Solutions, the DMO that 
delivers diabetes disease management services, 
Coordinated Care Solutions backed out of 
negotiations.  The agency currently plans to 
pursue a contract for congestive heart failure 
disease management in these 15 counties. 

In addition to failing to implement the initiative 
as directed by the Legislature, the existing 
disease management programs only serve a 
small percentage of eligible clients.  As further 
discussed on page 6, these programs are serving 
only between 6% and 58% of the target 
populations.  Thus, the agency has not 
implemented the disease management program 
as mandated by the Legislature, and Medicaid 
clients with the specified chronic health 
conditions have not received the benefits of the 
program.   

The agency has not determined whether the The agency has not determined whether the The agency has not determined whether the The agency has not determined whether the 
initiative has achieved the cost savings initiative has achieved the cost savings initiative has achieved the cost savings initiative has achieved the cost savings 
anticipated by the Legislature or improved anticipated by the Legislature or improved anticipated by the Legislature or improved anticipated by the Legislature or improved 
the health outcomes of Medicaid clients the health outcomes of Medicaid clients the health outcomes of Medicaid clients the health outcomes of Medicaid clients 
with chronic diseaseswith chronic diseaseswith chronic diseaseswith chronic diseases    
The Legislature directed the agency to 
implement the disease management initiative in 
order to decrease costs and improve health 
outcomes associated with providing health care 
services to MediPass clients with chronic 
diseases.  In addition, one of the main principles 
of disease management is measuring outcomes 
to determine program effectiveness.  However, 
the agency has neither completed cost analyses 
nor assessed program performance, even 
though DMOs have delivered services to 
Medicaid clients diagnosed with asthma since 
August 1998 and with diabetes, hemophilia, or 
HIV/AIDS since the summer and fall of 1999.  
(See Exhibit 3.) 

Exhibit 3Exhibit 3Exhibit 3Exhibit 3    
DMOs Began Delivering Disease Management DMOs Began Delivering Disease Management DMOs Began Delivering Disease Management DMOs Began Delivering Disease Management 
Programs in 1998 and 1999Programs in 1998 and 1999Programs in 1998 and 1999Programs in 1998 and 1999    

Disease StateDisease StateDisease StateDisease State    Date of First Service YearDate of First Service YearDate of First Service YearDate of First Service Year    
Asthma August 1998 - July 1999 

Diabetes May1999 - April 2000 

HIV/AIDS August 1999 - July 2000 

Hemophilia September 1999 - August 2000 
Source:  Agency for Health Care Administration. 
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Although the Legislature anticipated that the 
disease management initiative would save 
$43.6 million by the end of the second year, as 
of March 2001, the agency has not completed 
analyses to determine whether the initiative 
has saved money.  Because of slow implemen- 
tation, it is highly unlikely that the initiative has 
saved the $43.6 million that the Legislature 
expected it to save after two years.  In addition, 
it is unlikely that the disease management 
enhancements recommended by the Legislature 
will yield the $69.1 million in savings expected 
for the 2000-01 fiscal year.  This failure to 
achieve the total expected savings of  
$112.7 million has likely contributed to the  
$1.5 billion deficit projected in the Medicaid 
program for Fiscal Year 2001-02. 

The agency did not establish and include  
in the DMO contracts an explicit methodology 
for determining cost savings prior to 
implementing the disease management 
initiative.  This makes the agency vulnerable to 
disputes over whether or not savings are 
achieved.  An agency analysis conducted in 
January 2001 indicated that total Medicaid costs 
for clients in the diabetes disease management 
program exceeded baseline costs by  
$5.3 million, and that Coordinated Care 
Solutions should refund to the agency the  
$7.6 million it received in advance fees.  
However, after Coordinated Care Solutions 
disputed the agency’s analysis, the agency 
rescinded its request for repayment of the 
advanced fees until the agency and 
Coordinated Care Solutions agree on the 
methodology used to assess cost savings. The 
agency should take steps to resolve this conflict 
as soon as possible and recover any fees that 
Coordinated Care Solutions should refund to 
the agency. 

Staff also indicated that claims processing lag 
times and staff turnover contributed to delays 
in completing analyses.  The agency has 
experienced turnover of staff dedicated to 
working with the disease management initiative  
 

and only recently has put together a team 
focused on the disease management initiative. 8 

Even considering claims processing lag times, 
the agency has had adequate time to finalize 
methodology issues and complete cost-savings 
analyses.  This is especially true for the asthma 
disease management program that operated 
from August 1998 through January 2001 and the 
diabetes disease management program that has 
operated since May 1999.  At a minimum, the 
agency could have completed cost-savings 
analyses for these two programs by the end of 
2000.  Even so, as of March 2001, the agency still 
has not determined cost savings, although the 
initiative has been operating for over two and 
one-half years. 

After two years, the agency also does not know 
whether disease management has improved 
the health outcomes of Medicaid clients with 
chronic diseases.  In addition to saving money, 
disease management is expected to improve 
health outcomes.  The DMOs are required to 
measure outcomes and report results in an 
annual report due within 45 days following  
the end of the service year.  These annual 
reports should demonstrate whether outcomes 
improved during the year.  For example, annual 
reports should include information related to 
hospital admissions, emergency room visits, 
clinical outcomes for the specific disease, and 
clients’ knowledge of their disease.  (See 
Appendix A, Table A-2.)  However, as of March 
2001, only Coordinated Care Solutions, the 
diabetes DMO, and Positive Healthcare, the 
HIV/AIDS DMO, had submitted annual 
reports. 9  The two hemophilia DMOs had not 
submitted the required reports. 

                                                           
8 For instance, the program administrator’s position has been 

filled by two individuals and was vacant for two months in 
Fiscal Year 2000-01.  Of the three RN consultant positions, only 
one has been continuously filled by the same individual since 
August 1999; the other two positions were filled by five persons 
from June 1999 to the present. 

9 The diabetes DMO report is a draft, not a final report.  The 
HIV/AIDS DMO report was submitted in mid-March, and the 
agency has not verified the information contained in the report. 
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Further, the agency did not take steps to obtain 
annual reports from Integrated Therapeutics 
Group, the asthma DMO, which had operated 
for the longest period.  Although the agency’s 
agreement with Integrated Therapeutics Group 
specified reporting requirements, the agency 
did not enforce them, thereby missing an 
opportunity to assess the effectiveness of 
asthma disease management for MediPass 
clients.  Instead, the agency contracted with a 
private consulting firm for $119,000 in April 
2000 to determine the cost-effectiveness of the 
asthma disease management program.  

While conducting the evaluation, the consulting 
firm learned that very few clients actually 
received services, which, in turn, limited its 
ability to evaluate the effectiveness of the 
program.  However, results did indicate some 
improved outcomes and decreased costs for the 
clients who received services compared to 
clients who were eligible for the program but 
did not receive services.  For example, the 
clients who received services spent an average 
of $117 per year less than the comparison group 
on prescription drugs. 10 

Barriers Impeding Program Barriers Impeding Program Barriers Impeding Program Barriers Impeding Program 
Success Continue to PersistSuccess Continue to PersistSuccess Continue to PersistSuccess Continue to Persist    
The agency has not adequately aThe agency has not adequately aThe agency has not adequately aThe agency has not adequately addressed ddressed ddressed ddressed 
barriers that could hinder successbarriers that could hinder successbarriers that could hinder successbarriers that could hinder success    
Agency staff monitor DMO contracts each 
quarter primarily by checking DMO files for 
documentation.  Agency staff also receive 
monthly and quarterly reports from the DMOs 
that contain information on enrollment, 
program services, and health care utilization.  
(See Appendix A, Table A-2.)   

However, staff do not use these sources of 
information to help them recognize and address 
problems or barriers that could adversely affect 
success of the initiative.  Nor do staff conduct 
field visits to observe how services are delivered 
and to interview providers and patients who 
should be receiving services.  Due to this limited 

                                                           
10 It is important to note that evaluation results were based on 

only 119 Medicaid clients who participated in the asthma 
disease management program. 

oversight, the agency failed to adequately 
address several barriers that we identified 
through our review. 11  

! The initiative serves only a small percentage 
of eligible MediPass clients. 

! The initiative provides limited care 
management and lacks a preventive 
approach. 

! The initiative does not have enough 
provider participation. 

These barriers have impeded the success of 
Florida’s disease management initiative. 

Although expected to serve all eligible 
MediPass clients, the initiative has served from 
only 6% to 58% of the clients eligible for 
service.        The agency uses claims data to identify 
MediPass clients who meet the disease criteria 
for eligibility in a specific disease management 
program.  The agency provides a list of eligible 
clients to each DMO every month, along  
with clients’ primary care physician information 
and when available client addresses and 
telephone numbers.  DMO staff are responsible 
for contacting clients, enrolling them, and 
delivering services.  However, as shown in 
Exhibit 4, the DMOs are only delivering services 
to a small percentage of eligible clients.  When 
DMOs provide services to only a small 
proportion of eligible clients, it becomes difficult 
to attribute program results to the initiative. 

Clients must receive services for disease 
management programs to be effective.  
Research studies show improved patient 
outcomes for patients who actively participate 
in disease management programs.  For 
example, asthma disease management literature 
shows that disease management interventions 
can significantly reduce emergency room visits 
and improve asthma symptoms.  However, 
only about 6% of the estimated 30,000 MediPass 

                                                           
11 We reviewed DMO monthly and quarterly reports; conducted 

interviews with DMO staff including program administrators, 
nurses, and case managers; conducted interviews with MediPass 
providers and clients; and made site visits to observe program 
operations.  The end-stage renal disease and congestive heart 
failure programs began in the fall of 2000 and were not included 
in our review.   
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clients eligible for asthma disease management 
actually received program services. 12 

Exhibit 4Exhibit 4Exhibit 4Exhibit 4    
The DMOs Are Not Delivering Services to All The DMOs Are Not Delivering Services to All The DMOs Are Not Delivering Services to All The DMOs Are Not Delivering Services to All     
of the Clients Eligible to Receive Themof the Clients Eligible to Receive Themof the Clients Eligible to Receive Themof the Clients Eligible to Receive Them    

Disease Disease Disease Disease 
StateStateStateState    

Clients Clients Clients Clients 
Receiving Receiving Receiving Receiving 
ServicesServicesServicesServices1111    

EstimateEstimateEstimateEstimated Number d Number d Number d Number 
of Clients Eligible of Clients Eligible of Clients Eligible of Clients Eligible 

for Servicesfor Servicesfor Servicesfor Services    

Percent Percent Percent Percent 
Receiving Receiving Receiving Receiving 
ServicesServicesServicesServices    

Asthma 1,730  30,000 6%6%6%6%            

HIV/AIDS 1,161  6,000 19%19%19%19%            

Diabetes 8,110  14,000 58%58%58%58%            

Hemophilia 61  130 47%47%47%47%            
1 Enrollment numbers as of the end of January 2001. 
Source:  OPPAGA analysis based on enrollment information 
provided by individual DMOs and AHCA MediPass program staff. 

Both agency and DMO staff attribute the  
low percentages of eligible clients being  
served to difficulties in locating eligible clients.  
Client addresses and telephone numbers are 
sometimes incomplete or outdated, a problem 
common to the transitory Medicaid population.  
Agency staff should continue to work with the 
DMOs to help locate clients and improve the 
accuracy of addresses and phone numbers.  If 
eligible clients are using health care services, the 
DMO should be able to obtain this information 
directly from providers who have recently 
treated these clients. 

Care management services are not 
comprehensive and do not emphasize a 
proactive approach intended to prevent lower-
risk clients from becoming high-risk clients.  
One of the central features of successful disease 
management is coordination by a care manager 
because it enhances intervention effectiveness 
and promotes self-management.  Effective care 
management includes involving clients in 
developing treatment plans and providing face-
to-face interaction with clients.   

 
 

                                                           
12 Based on the draft report by the private company contracted to 

evaluate the asthma disease management program, the asthma 
DMO may have served even fewer than 6% of the eligible 
clients.   

However, most clients enrolled in the agency’s 
disease management programs receive little 
face-to-face contact with care managers, 
because the initiative delivers a majority of 
services by telephone, especially for the lower-
risk clients.  In addition, according to agency 
monitoring reports, care managers frequently 
do not develop individual treatment plans with 
clients. 

The preventive approach to disease 
management presents an opportunity to alter 
the natural course of the disease and prevent or 
delay the onset of complications.  However, 
DMO staff sometimes contact only lower-risk 
clients once a month or once a quarter to see if 
the client’s health status has changed.  Disease 
management literature indicates that education 
and prevention strategies can positively affect 
client behavior and foster knowledge of disease 
conditions.  DMO staff, however, do not always 
verify that clients receive, read, and understand 
educational materials sent through the mail.  By 
providing only minimal services to the lower-
risk clients, the initiative does not emphasize a 
proactive approach that prevents lower-risk 
clients from moving into higher-risk levels.      

Provider support and participation has been 
limited.  Another important feature of 
successful disease management is provider 
support and participation.  While all of the 
DMOs must provide services to MediPass 
physicians, participation by physicians is 
voluntary.  During program start-up, many of 
the DMOs reported difficulty gaining physician 
cooperation.  Moreover, we found that doctors 
and office staff serving MediPass clients 
enrolled in a disease management program 
often had little or no knowledge of the 
program. 13  Unless the initiative builds a 
comprehensive program that involves a high 
degree of provider participation, it will be 
difficult to realize cost savings and improved 
health outcomes. 

                                                           
13 We interviewed doctors from the HIV/AIDS and diabetes 

programs and called 15 doctors offices that have clients 
receiving services from the DMOs. 
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Initiative Design Could Limit Initiative Design Could Limit Initiative Design Could Limit Initiative Design Could Limit 
SuccessSuccessSuccessSuccess    
Contracting with sevContracting with sevContracting with sevContracting with several companies can be eral companies can be eral companies can be eral companies can be 
inefficient and foster inconsistenciesinefficient and foster inconsistenciesinefficient and foster inconsistenciesinefficient and foster inconsistencies    
As of March 2001, the agency had contracts with 
6 DMOs to deliver disease management 
services, and the number of contracts could 
grow to as many as 15 as the agency expands 
the initiative to include the nine diseases 
specified by the Legislature.  Contracting with 
multiple companies is inefficient and can foster 
inconsistencies in critical procedures among 
companies, thereby hindering success.   

Contracting with several companies can  
create inefficiencies for both agency staff  
and MediPass providers.  Monitoring of  
DMO contracts consumes considerable staff 
resources. 14  Staff currently monitor six DMOs, 
one each for diabetes, HIV/AIDS, end-stage 
renal disease, and congestive heart failure and 
two for hemophilia.  If the agency continues to 
contract with companies for specific diseases, 
agency staff could potentially monitor from 12 
to 15 DMOs.   

Contracting with several companies can also 
create confusion for MediPass providers that 
potentially have to interact with a number of 
DMO representatives.  It would be less 
confusing and more efficient if providers had 
fewer DMOs serving their patients.  As the 
disease management industry has matured, 
many DMOs have begun to manage several 
chronic diseases instead of specializing in just 
one disease. 

In addition, contracting with multiple 
companies can create inconsistencies in how 
the DMOs assess risk level and determine the 
level of services for clients.        To determine the 
level of services clients should receive, DMOs 
conduct risk assessments to classify clients into 
high-, medium-, and low-risk levels.  These risk 
assessments vary among the DMOs, with each 

                                                           
14 The monitoring process typically involves checking financial 

records, personnel files, client charts, and policies and 
procedures.  Staff conduct the review either by a site visit or 
through the mail, depending on the location of DMO 
headquarters. 

DMO using different criteria to assess risk and 
determine needed services.  For example, the 
HIV/AIDS program and one of the hemophilia 
programs base the level of services clients will 
receive solely on a clinical indicator. 15   

In contrast, other DMOs use standardized 
screening tools that consider lifestyle and 
psychosocial factors, medical claims, and clinical 
status.  The diabetes disease management 
program considers medical costs most heavily, 
selecting clients with high medical costs for the 
more intensive services.  By contracting with 
fewer DMOs, the agency would be more able to 
ensure equitable and consistent selection 
criteria for client services.   

A holistic approach that is patientA holistic approach that is patientA holistic approach that is patientA holistic approach that is patient----focused focused focused focused 
rather than diseasedrather than diseasedrather than diseasedrather than diseased----focused could better focused could better focused could better focused could better 
meet the multiple needs of Medicaid meet the multiple needs of Medicaid meet the multiple needs of Medicaid meet the multiple needs of Medicaid 
chronically ill clients chronically ill clients chronically ill clients chronically ill clients     
Florida’s current approach to Medicaid disease 
management is disease-focused, providing 
services for specific diseases rather than using  
a patient-focused or holistic approach to 
providing services.  Under this disease-focused 
approach, the initiative contracts with DMOs to 
manage care related to a specific disease.  In 
contrast, a patient-focused or holistic approach 
is more comprehensive and would address the 
total health care needs of chronically ill clients 
by contracting with DMOs to manage patients 
rather than specific diseases.   

Chronically ill individuals often suffer from 
more than one chronic condition (called co-
morbidities) or experience health problems that 
are unrelated to their primary disease 
conditions.  For example, HIV/AIDS patients 
can develop diabetes as the virus progresses.  In 
addition, clients with diabetes sometimes also 
have sickle cell anemia, end-stage renal disease, 
congestive heart failure, or hypertension.  In 
fact, Coordinated Care Solutions, the diabetes 
DMO, reports that 53% of MediPass clients with 
diabetes also have other chronic conditions.  
Even so, the agency, for the most part, contracts 

                                                           
15 The HIV/AIDS uses an immunological cell marker that indicates 

the body’s ability to fight off infection.  The hemophilia program 
uses one that indicates the blood’s ability to clot.  
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with DMOs that specialize in specific diseases 
and that may not have the expertise to deal 
with clients' health issues unrelated to the 
specific disease managed by the DMO.   

Further, the agency allows clients to enroll in 
only one disease management program even 
when clients have more than one chronic 
condition.  To illustrate this, in the fall of 2000, 
the agency transferred clients enrolled in the 
diabetes program whose primary diagnoses was 
either end-stage renal disease or congestive 
heart failure to those respective programs, 
begging the question of how these programs 
will address the clients’ diabetes related health 
problems.  By shifting to a holistic approach, 
considering the person as a whole and focusing 
services to address all patient health care needs, 
the initiative is likely to achieve better client 
outcomes as well as lower costs.   

The disease management industry is moving 
towards using a patient-focused approach.  
Some established disease management organi-
zations have experience managing more than 
one chronic disease and offer programs that 
manage the total health care needs of the 
patient rather than a single disease.  Further, 
health policy literature acknowledges that this 
shift towards a more patient-focused approach 
may be more effective than carving out and 
placing clients in programs that are disease-
specific.   

Conclusions and Conclusions and Conclusions and Conclusions and 
RecommendationsRecommendationsRecommendationsRecommendations ________________________    

The 1997 Florida Legislature directed the 
Agency for Health Care Administration to 
implement a disease management initiative for 
Medicaid clients diagnosed with asthma, 
diabetes, hemophilia, or HIV/AIDS.  In 1998,  
the Legislature directed the agency to expand 
the initiative by developing programs for 
hypertension, cancer, congestive heart failure, 
end-stage renal disease, and sickle cell anemia.  
In response, the agency established an asthma 
disease management program in August 1998, 
programs for diabetes, hemophilia, and 

HIV/AIDS in the summer and fall of 1999, and 
programs for end-stage renal disease and 
congestive heart failure in the fall of 2000.   

Although the Legislature expected the disease 
management initiative to include programs for 
nine diseases, implementation has been slow, 
with only five of nine programs currently 
operating.  The agency also has not yet 
determined whether the initiative has improved 
health outcomes or reduced costs, in part, 
because the agency did not establish an explicit 
methodology for determining cost savings prior 
to implementing the initiative.   

Agency oversight has been minimal, failing to 
identify and address significant problems.  In 
addition, multiple contracts have created 
inefficiencies for agency staff and MediPass 
providers and inconsistencies across the 
initiative in how the DMOs assess risk level and 
determine client services.  Furthermore, the 
initiative design does not adequately address 
the multiple health issues of the chronically ill 
who often suffer from more than one chronic 
condition.  We therefore recommend the 
Legislature take the actions described below.   

! Direct the Agency for Health Care 
Administration to redesign the disease 
management initiative from a disease-
specific to a patient-focused or holistic 
approach.  A patient-focused approach 
addresses the person as a whole, 
considering co-morbidities and multiple 
health concerns.  The disease management 
industry is moving towards a patient-
focused approach.  Several established 
disease management organizations deliver 
care management that is patient-focused 
addressing total health care needs and have 
experience with multiple disease conditions.  
Further, health policy literature as well as 
disease management representatives and 
agency staff recognize that a holistic or 
patient-focused approach may be more 
effective than a disease-specific approach.   
In addition, a patient-focused approach to 
disease management can be provided using 
fewer DMOs.  Contracting with fewer 
DMOs will benefit the agency by 
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consuming fewer resources for contract 
monitoring.  It will also ensure more 
consistency in patient services and less 
confusion for MediPass providers, thereby 
providing an opportunity for more provider 
participation.     

! Require the agency to establish a 
defensible methodology to determine cost 
savings and ensure that overpayments are 
recovered.  To avoid potential conflicts and 
expedite cost-saving analyses, the agency 
should establish a valid methodology for 
determining cost savings that is explicitly 
described and included in all future 
contracts.  In addition, to reduce the 
potential for overpayment, the monthly 
advanced fees to the DMOs should more 
accurately reflect the number of clients 
receiving services. 

! Require the agency to report on initiative 
progress in meeting performance 
expectations, including health outcomes 
and cost savings.   While the long-term 
impact of disease management should not 
be evaluated prematurely, the agency 
should assess and report initiative progress 
in a timelier manner.  The agency should 
take steps to ensure that the DMOs submit 
annual reports containing the health 
outcomes information required by the 
contracts.  These reports should be 
completed no later than four months after 
the end of the service year.  This timeframe 
allows for claims processing lag times.   

The agency should also improve its 
oversight of the initiative by doing more  
 

comprehensive monitoring and using 
monitoring information along with DMO 
monthly and quarterly reports to identify 
impediments to program success.  Adequate 
oversight is particularly important in the 
early years of an initiative.  Had oversight 
been more comprehensive, the agency may 
have recognized and addressed problems 
related to service delivery such as DMOs 
providing few services to lower risk clients 
and MediPass providers having little or no 
knowledge of the initiative. 

! Require OPPAGA to complete a second 
review of the initiative by December 31, 
2002, that reports on whether legislative 
expectations regarding cost savings and 
program outcomes are met.  This 
subsequent review should focus on 
initiative design and implementation as well 
as evaluate whether disease management is 
an appropriate tool for saving money and 
improving health outcomes of Medicaid 
clients.   

Agency ResponseAgency ResponseAgency ResponseAgency Response ________________________     

In accordance with the provisions of 
s. 11.45(7)(d), Florida Statutes, a draft of our 
report was provided to the Secretary of the 
Agency for Health Care Administration for his 
review and response.   

The Secretary’s written response is reprinted 
herein beginning on page 14.  The attachments 
cited in the written response are not included 
here, but are available upon request or may be 
found at OPPAGA’s website. 

 
 

OPPAGA provides objective, independent, professional analyses of state policies and services to assist the Florida Legislature in 
decision making, to ensure government accountability, and to recommend the best use of public resources.  This project was 
conducted in accordance with applicable evaluation standards.  Copies of this report in print or alternate accessible format may 
be obtained by telephone (850/488-0021 or 800/531-2477), by FAX (850/487-3804), in person, or by mail (OPPAGA Report 
Production, Claude Pepper Building, Room 312, 111 W. Madison St., Tallahassee, FL  32399-1475). 

Florida Monitor:Florida Monitor:Florida Monitor:Florida Monitor:        http://www.oppaga.state.fl.us/    

Project supervised by Yvonne Bigos, Chief Legislative Analyst (850/487-9230) 
Project conducted by Jennifer Johnson (850/488-1023) and Michael Garner (850/487-9252) 

Frank Alvarez, Staff Director (850/487-9274) 
John W. Turcotte, OPPAGA Director 

http://www.oppaga.state.fl.us/
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Appendix AAppendix AAppendix AAppendix A    
Florida's Disease Management InitiativeFlorida's Disease Management InitiativeFlorida's Disease Management InitiativeFlorida's Disease Management Initiative____________________________________________________________     
 

Often persons that have chronic diseases receive fragmented care between 
primary care physicians and specialty physicians and have difficulty following 
appropriate treatment plans, including prescription drug regimens.  Treatment 
plans for chronic diseases, for which optimal guidelines exist, frequently vary 
from patient to patient and from provider to provider.  These factors ultimately 
lead to expensive specialty treatment, inappropriate health care utilization, and 
negative health outcomes.  

However, the high rate of complications experienced by patients with chronic 
illness could be prevented or reduced in frequency and severity through disease 
management.  The Legislature directed the agency to implement disease 
management using 

! best practice and treatment guidelines; 
! prevention and education interventions; 
! coordination of patient care; 
! clinical interventions and protocols; and 
! outcomes research and information technology. 

Disease management uses an integrated approach to delivering health care so 
that better health outcomes and lower costs are achieved for the chronically ill.  
Florida’s Medicaid disease management initiative contracted with disease 
management organizations to deliver a variety of patient, provider, and 
community outreach services highlighted in Table A-1. 

Table ATable ATable ATable A----1111    
Disease Management Should Offer a Variety of Services Disease Management Should Offer a Variety of Services Disease Management Should Offer a Variety of Services Disease Management Should Offer a Variety of Services     
to MediPass Clients and Providerto MediPass Clients and Providerto MediPass Clients and Providerto MediPass Clients and Providerssss    

Patient ServicesPatient ServicesPatient ServicesPatient Services    Provider ServicesProvider ServicesProvider ServicesProvider Services    Community OutreachCommunity OutreachCommunity OutreachCommunity Outreach    
! Educational materials specific to 

the disease process 

! Patient risk assessments to 
determine risk level 

! Care management provided by  
a RN or LPN care manager 

! Individual care plans  

! 24/7 toll-free telephone services 

! Patient satisfaction and  
knowledge surveys 

! Best practice guidelines 

! Recipient care plans 

! Feedback on patient compliance 
with treatment protocols 

! Patient profiling of utilization and 
cost patterns  

! Specialist referral options 

! Professional educational 
conferences 

! 24/7 toll-free telephone line 

! Health fairs 

Source:  OPPAGA review of DMO contracts and interviews with agency staff. 
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Measuring clinical, financial, health status, and satisfaction outcomes is a key 
component of disease management.  Florida's initiative requires the DMOs to 
collect and report outcomes and submit them to the agency monthly, quarterly, 
and annually.  Table A-2 highlights these outcome measures.  

Table ATable ATable ATable A----2222    
DMO Contracts Require Periodic Reporting on Client Outcomes DMO Contracts Require Periodic Reporting on Client Outcomes DMO Contracts Require Periodic Reporting on Client Outcomes DMO Contracts Require Periodic Reporting on Client Outcomes     

MonMonMonMonthly Reportsthly Reportsthly Reportsthly Reports    Quarterly ReportsQuarterly ReportsQuarterly ReportsQuarterly Reports    Annual ReportsAnnual ReportsAnnual ReportsAnnual Reports    
! Enrollment/ disenrollment  

by severity level 

! Complaint logs 

! Number of recipient contacts 
by severity level 

 

! Enrollment/disenrollment by  
severity level 

! Number of patients in each  
severity level 

! Total number of days enrollees 
spent in each severity level 

! Number of recipient contacts by 
severity level 

! Results of baseline patient 
knowledge and satisfaction surveys 

! Number of emergency room  
visits by severity level 

! Number of hospital admissions, 
readmissions, and hospital days by 
severity level 

! Case studies describing  
successful outcomes and  
barriers to successful outcomes 

! Aggregate report of provider 
profiling information 

! Quarterly project expenditures 

In addition to reporting the 
outcomes specified in the quarterly 
reports for the year, the annual 
reports should contain clinical 
outcome measures specific to 
each program. 

Following are examples for four 
disease states: 

! Hemophilia: 
Number of patients with the 
ability to self-infuse 

! Asthma: 
Patient pulmonary function 
rates 

! Diabetes: 
Number of glycosolated 
hemoglobin values within 
normal range 

! HIV/AIDS: 
Average CD4 value 

Average viral load value 

Source:  OPPAGA review of DMO contracts and interviews with agency staff. 
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Appendix BAppendix BAppendix BAppendix B    
Status of Initiative as of March Status of Initiative as of March Status of Initiative as of March Status of Initiative as of March 2001200120012001 ____________________________________________________________________     

In 1997, the Florida Legislature directed the Agency for Health Care 
Administration to implement the disease management initiative for Medicaid’s 
chronically ill individuals with asthma, diabetes, HIV/AIDS, and hemophilia.  The 
following year, the Legislature directed the agency to continue the initiative and 
implement disease management for congestive heart failure, end-stage renal 
disease, sickle cell anemia, cancer, and hypertension.  Table B-1 highlights the 
initiative’s progress in implementing disease management.  Table B-2 shows the 
total payments the Disease Management Initiative made to the DMOs. 

Table BTable BTable BTable B----1111    
As of March 2001, the Disease Management Initiative Is Implemented Only Partially As of March 2001, the Disease Management Initiative Is Implemented Only Partially As of March 2001, the Disease Management Initiative Is Implemented Only Partially As of March 2001, the Disease Management Initiative Is Implemented Only Partially     

Disease StateDisease StateDisease StateDisease State    
Is the Program Is the Program Is the Program Is the Program 

Currently Running?Currently Running?Currently Running?Currently Running?    
How ManHow ManHow ManHow Many y y y 

DMOsDMOsDMOsDMOs    
Date Services Date Services Date Services Date Services 

BeganBeganBeganBegan    
Is the Program Is the Program Is the Program Is the Program 

Statewide?Statewide?Statewide?Statewide?    

Diabetes YES 1 May 1999 YES  

HIV/AIDS YES 1 August 1999 NO 1 

Hemophilia YES 2 September 1999 YES   

Congestive Heart Failure YES 1 September 2000 NO 2 

End-stage renal disease YES 1 September 2000 YES  

Asthma NO 3     

Hypertension NO    

Cancer NO    

Sickle cell anemia NO    
1 Not provided in Broward and Dade counties. 
2 Not provided in the 15 counties covered by Medicaid Areas 8-11. 
3 Services were provided statewide by one DMO beginning in August 1998 and ending January 15, 2001. 
Source:  Agency for Health Care Administration. 

 
Table BTable BTable BTable B----2222    
Through February 2001, the Disease Management Initiative Through February 2001, the Disease Management Initiative Through February 2001, the Disease Management Initiative Through February 2001, the Disease Management Initiative     
Paid the DMOs $24.1 million Paid the DMOs $24.1 million Paid the DMOs $24.1 million Paid the DMOs $24.1 million     

Disease Management OrganizationDisease Management OrganizationDisease Management OrganizationDisease Management Organization    Disease StateDisease StateDisease StateDisease State    Total Advanced PaymentsTotal Advanced PaymentsTotal Advanced PaymentsTotal Advanced Payments  

Coordinated Care Solutions, Inc. Diabetes $13.6 M 

Positive Healthcare Florida HIV/AIDS $5.1 M 

Caremark, Inc. Hemophilia $44,100 

Accordant Health Services Hemophilia $84,800 

LifeMasters, Inc. Congestive Heart Failure $1.9M 

Renal Management System Disease Management Inc. End-stage renal disease $3.4 M 

TotalTotalTotalTotal        $24.1 M$24.1 M$24.1 M$24.1 M    

Source:  Agency for Health Care Administration. 
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Appendix CAppendix CAppendix CAppendix C    
Agency ResponseAgency ResponseAgency ResponseAgency Response ____________________________________________________________________________________________________________________________________     

JEB BUSH, GOVERNOR RUBEN J. KING-SHAW, JR., SECRETARY 
 
May 7, 2001 
 
 
 
 
Mr. John W. Turcotte, Director  
Office of Program Policy Analysis  
  and Government Accountability  
111 West Madison Street, Room 312  
Claude Pepper Building  
Tallahassee, FL  32399-1475 
 
Dear Mr. Turcotte: 
 
Thank you for the opportunity to respond to the preliminary and tentative findings and  
recommendations included in your justification review of the Medicaid Disease Management  
Initiative. Please find enclosed our response to the report recommendations made to the  
Legislature, and our response to statements found in the report narrative that we found to be in  
need of clarification or explanation. 
 
If you have any questions regarding this response please contact Rufus Noble at 921-4897  
or Kathy Donald at 922-8448. 
 
Sincerely, 
 
/s/ 
Ruben J. King-Shaw, Jr. 
 
RJKS/kd  
Enclosure 
 
 
 

2727 Mahan Drive •  Mail Stop #1 
Tallahassee, FL 32308 

Visit AHCA Online at  
www.fdhc.state.fl.us 
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Agency for Health Care Administration 
Response to OPPAGA's Justification Review of the 

Medicaid Disease Management Initiative 
 
Agency Response to OPPAGA Statements in the Report Findings: 
 
OPPAGA Statement - page 1, paragraph 2:  
In February 2001, the agency backed off making a vendor repay $7.6 million because the agency did 
not establish an explicit method to measure cost savings before contracting for disease management 
services. 
 
Agency Response: 
The agency did not "back off" making a vendor repay $7.6 million. Additionally, the agency 
established a method to measure cost savings that was included in the vendor contract (see attachment 
1.) The method was agreed to by the vendor upon acceptance of the contract, and was employed by the 
agency to bill the vendor for the repayment of advanced administrative fees. 
 
Upon receiving the notice for the repayment of the fees (see attachment 2), the vendor raised concerns 
regarding a specific factor utilized in the methodology. This factor, which is noted on page 22 of 
attachment 1, was used in the projection of anticipated costs for a diabetic population. As a result of 
the contractor's concerns, the agency agreed to re-examine the calculation for the initial repayment 
notice and rescind it with the understanding that a replacement notice would be sent upon the 
finalization of the re-examination (see attachment 3). This action by the agency was taken pursuant to 
a contractual provision that allows for adjustment to the baseline payment if mutually agreed upon by 
the agency and the contractor. Additionally, while the agency agreed to delay the call for repayment, 
the agency contractually retained the ability to conduct the cost reconciliation regardless of contractor 
agreement on adjustments. 
 
The re-examination by the agency resulted in revision to the original calculations; however, the final 
outcome did not change the amount of the vendor's repayment obligation. A new letter requesting 
repayment of the advanced administrative fees was subsequently sent to the contractor (see attachment 
4.) 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA believes that had the agency established a more explicit method for determining OPPAGA believes that had the agency established a more explicit method for determining OPPAGA believes that had the agency established a more explicit method for determining OPPAGA believes that had the agency established a more explicit method for determining DMO cost DMO cost DMO cost DMO cost 
savings, DMOs wsavings, DMOs wsavings, DMOs wsavings, DMOs would be less likely to challenge results (when not in their favor) and request reould be less likely to challenge results (when not in their favor) and request reould be less likely to challenge results (when not in their favor) and request reould be less likely to challenge results (when not in their favor) and request re----
examination of calculations.  It is also OPPAGA’s understanding that during the “reexamination of calculations.  It is also OPPAGA’s understanding that during the “reexamination of calculations.  It is also OPPAGA’s understanding that during the “reexamination of calculations.  It is also OPPAGA’s understanding that during the “re----examination” period, examination” period, examination” period, examination” period, 
the agency ran several analyses, each resulting in different baselinethe agency ran several analyses, each resulting in different baselinethe agency ran several analyses, each resulting in different baselinethe agency ran several analyses, each resulting in different baseline amounts depending on varying  amounts depending on varying  amounts depending on varying  amounts depending on varying 
assumptions.  Since baseline calculations are fundamental to determining cost savings attributable to assumptions.  Since baseline calculations are fundamental to determining cost savings attributable to assumptions.  Since baseline calculations are fundamental to determining cost savings attributable to assumptions.  Since baseline calculations are fundamental to determining cost savings attributable to 
disease management, developing a solid methodology prior to contracting should reduce the number of disease management, developing a solid methodology prior to contracting should reduce the number of disease management, developing a solid methodology prior to contracting should reduce the number of disease management, developing a solid methodology prior to contracting should reduce the number of 
instances in which the ainstances in which the ainstances in which the ainstances in which the agency regency regency regency rescinds requests for repayment.scinds requests for repayment.scinds requests for repayment.scinds requests for repayment.    
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OPPAGA Statement - page 5, paragraph 2 
OPPAGA Statement - page 5, paragraph 3: 
The agency did not establish and include in the DMO contracts an explicit methodology for 
determining cost savings prior to implementing the disease management initiative. This makes the 
agency vulnerable to disputes over whether or not savings are achieved 
 
Agency Response: 
The agency established and included in each DMO contract a methodology for determining cost 
savings. It is true that the agency did not develop a cost savings methodology prior to initiating 
procurement for the disease management vendors. Because of the rapid development of the initiative 
and the infancy of the DM discipline, the agency believed the best approach would be to leave the cost 
savings methodology, along with various other components of the program, subject to review and 
determination throughout the procurement. For this reason, the agency issued an Invitation to 
Negotiate (ITN) for the DMO vendors. In accordance with the agency Contract Manual, an ITN is 
issued when the scope of work cannot be defined by the agency. This often occurs for acquisitions of 
rapidly changing technology outsourcing or complex services. We believed that the DM initiative met 
the criteria for issuance of an ITN. 
 
The agency developed the cost savings methodology during the negotiation process with the potential 
vendors, some of which had prior DM experience. This approach resulted in a cost savings 
methodology that is included as an attachment to each DMO contract. The attachment addresses 
establishment of a baseline payment, the cost savings calculation and the distribution of shared 
savings, if applicable (see attachment 5 for an example.) 
 
The agency disagrees with the statement that the approach taken makes the agency vulnerable to 
disputes. The cost savings methodology for the DM program is subjective and complex. As such, the 
methodology will be subject to continuing improvement and revision while working with the DM 
vendors. Any contractual provision can be challenged, and this approach of including the cost savings 
methodology in each DMO contract does not make the agency any more vulnerable to disputes than if 
the methodology had been fixed before DM implementation began. 
 
Finally, the OPPAGA report provides only a general overview of the existing methodology employed 
by the agency. It does not reflect that contractual language has grown increasingly more "explicit" 
with each subsequent generation of DM procurement. 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA’s position is that an “explicit” methodology should specify definitions and rules, particularly OPPAGA’s position is that an “explicit” methodology should specify definitions and rules, particularly OPPAGA’s position is that an “explicit” methodology should specify definitions and rules, particularly OPPAGA’s position is that an “explicit” methodology should specify definitions and rules, particularly 
those related to establishing the baseline.  While any contractor may choose to challenge contract those related to establishing the baseline.  While any contractor may choose to challenge contract those related to establishing the baseline.  While any contractor may choose to challenge contract those related to establishing the baseline.  While any contractor may choose to challenge contract 
provisions, OPPAGA stands by the prprovisions, OPPAGA stands by the prprovisions, OPPAGA stands by the prprovisions, OPPAGA stands by the premise that contractors will be less likely to dispute cost savings emise that contractors will be less likely to dispute cost savings emise that contractors will be less likely to dispute cost savings emise that contractors will be less likely to dispute cost savings 
when the method used is valid, explicitly described, and included in contracts.   when the method used is valid, explicitly described, and included in contracts.   when the method used is valid, explicitly described, and included in contracts.   when the method used is valid, explicitly described, and included in contracts.       

OPPAGA Statement - page 5, paragraph 4 
OPPAGA Statement - page 5, paragraph 5: 
Even so, as of March 2001, the agency still has not determined cost savings, although the initiative 
has been operating for over two and one-half years. 
 
Agency Response: 
The agency is finalizing reconciliation for first-year service by four DMOs. It would be premature to 
report the specific savings before this process is concluded. Additionally, the agency is expecting 
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preliminary results from an independent evaluation of the disease management initiative to be 
available within the next few months. 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA recognizOPPAGA recognizOPPAGA recognizOPPAGA recognizes that it would indeed be premature to report savings prior to finalizing the es that it would indeed be premature to report savings prior to finalizing the es that it would indeed be premature to report savings prior to finalizing the es that it would indeed be premature to report savings prior to finalizing the 
reconciliation process.  However, OPPAGA’s point is that since these programs have operated since reconciliation process.  However, OPPAGA’s point is that since these programs have operated since reconciliation process.  However, OPPAGA’s point is that since these programs have operated since reconciliation process.  However, OPPAGA’s point is that since these programs have operated since 
1998 and 1999, the agency should have (at the very least) completed this proces1998 and 1999, the agency should have (at the very least) completed this proces1998 and 1999, the agency should have (at the very least) completed this proces1998 and 1999, the agency should have (at the very least) completed this process for the asthma and s for the asthma and s for the asthma and s for the asthma and 
diabetes programs by the end of 2000 and for the HIV/AIDS and hemophilia programs by early 2001.diabetes programs by the end of 2000 and for the HIV/AIDS and hemophilia programs by early 2001.diabetes programs by the end of 2000 and for the HIV/AIDS and hemophilia programs by early 2001.diabetes programs by the end of 2000 and for the HIV/AIDS and hemophilia programs by early 2001.    

 
OPPAGA Statement - bottom of page 5, top of page 6: 
However, as of March 2001, only Coordinated Care Solutions, the diabetes DMO, and Positive 
Healthcare, the HIV/AIDS DMO, had submitted annual reports. The two hemophilia DMOs have not 
submitted the required reports. 
 
Agency Response: 
The statement is incorrect and misleading in that the term "only" suggests that all DMO providers 
were expected to provide annual reports by March 2001. 
 
Of the hemophilia DMOs, one submitted an annual report in September 2000 (within deadline) and the 
second was under an approved extension at the time of the OPPAGA survey. No other contracted 
DMO was obligated to submit an annual report during this time period. 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA disagrees that the statement is misleading.  Exhibit 3 and the preceding paragraph clearly OPPAGA disagrees that the statement is misleading.  Exhibit 3 and the preceding paragraph clearly OPPAGA disagrees that the statement is misleading.  Exhibit 3 and the preceding paragraph clearly OPPAGA disagrees that the statement is misleading.  Exhibit 3 and the preceding paragraph clearly 
indicate that this section of the report discusses the status of the DMOs that began delindicate that this section of the report discusses the status of the DMOs that began delindicate that this section of the report discusses the status of the DMOs that began delindicate that this section of the report discusses the status of the DMOs that began delivering services ivering services ivering services ivering services 
in 1998 and 1999, not the DMOs that began delivering services subsequent to those years.  With in 1998 and 1999, not the DMOs that began delivering services subsequent to those years.  With in 1998 and 1999, not the DMOs that began delivering services subsequent to those years.  With in 1998 and 1999, not the DMOs that began delivering services subsequent to those years.  With 
respect to the referenced report from the hemophilia DMO that submitted a report in September 2000, respect to the referenced report from the hemophilia DMO that submitted a report in September 2000, respect to the referenced report from the hemophilia DMO that submitted a report in September 2000, respect to the referenced report from the hemophilia DMO that submitted a report in September 2000, 
the report was incomplete and agency staff tthe report was incomplete and agency staff tthe report was incomplete and agency staff tthe report was incomplete and agency staff told OPPAGA that the agency would request the DMO to old OPPAGA that the agency would request the DMO to old OPPAGA that the agency would request the DMO to old OPPAGA that the agency would request the DMO to 
redo the report based on analyses of claims data once the DMO received these data.  In addition, the redo the report based on analyses of claims data once the DMO received these data.  In addition, the redo the report based on analyses of claims data once the DMO received these data.  In addition, the redo the report based on analyses of claims data once the DMO received these data.  In addition, the 
September report was deficient in that it did not include some of the required elements and did not September report was deficient in that it did not include some of the required elements and did not September report was deficient in that it did not include some of the required elements and did not September report was deficient in that it did not include some of the required elements and did not 
proproproprovide any evaluative comments related to how well the clients did in meeting the outcomes specific to vide any evaluative comments related to how well the clients did in meeting the outcomes specific to vide any evaluative comments related to how well the clients did in meeting the outcomes specific to vide any evaluative comments related to how well the clients did in meeting the outcomes specific to 
hemophilia.hemophilia.hemophilia.hemophilia.    

OPPAGA Statement - page 5, paragraph 4 
OPPAGA Statement - page 6, paragraph 5: 
However, staff do not use these sources of information to help them recognize and address problems 
or barriers that could adversely affect success of the initiative. Nor do staff conduct field visits to 
observe how services are delivered and to interview providers and patients who should be receiving 
services. Due to this limited oversight, the agency failed to adequately address several barriers that 
we identified through our review. 
 
Agency Response: 
Since the DM initiative was implemented, the agency has conducted 21 on-site field visits to observe 
actual service provision by the disease management contractors, as well as conducting 8 desk reviews. 
This monitoring activity has addressed program operations and identified deficiencies related to each 
of the major barriers cited in the OPPAGA report. These areas included 1) recipient 
engagement/stratification, 2) recipient care management, and 3) provider outreach. Problems 
addressed, specific to results of on-site visits, are found in the agency-issued monitoring reports. The 
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monitoring reports include plans of action and subsequent follow-up visits by the agency. The 
monitoring reports also reflect the degree of fulfillment of contractual service requirements by the 
DMO, inclusive of service provision to the recipient and provider. 
 
These monitoring reports were made available to OPPAGA. 
 
In addition to the monitoring visits, review of routine reports and discussions with contractors resulted 
in specific actions to address identified improvement opportunities.  For example, system changes in 
the Medicaid Eligibility Verification System have been implemented to allow Medicaid providers to 
determine a recipient's enrollment in the program at the time services are delivered. 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA’s position is that the agency should improve its oversight of the disease mOPPAGA’s position is that the agency should improve its oversight of the disease mOPPAGA’s position is that the agency should improve its oversight of the disease mOPPAGA’s position is that the agency should improve its oversight of the disease management anagement anagement anagement 
initiative.  While the agency conducts quarterly contract monitoring visits of the DMOs located in the initiative.  While the agency conducts quarterly contract monitoring visits of the DMOs located in the initiative.  While the agency conducts quarterly contract monitoring visits of the DMOs located in the initiative.  While the agency conducts quarterly contract monitoring visits of the DMOs located in the 
state and conducts quarterly desk reviews of the outstate and conducts quarterly desk reviews of the outstate and conducts quarterly desk reviews of the outstate and conducts quarterly desk reviews of the out----ofofofof----state DMOs, they have not been adequate.  The state DMOs, they have not been adequate.  The state DMOs, they have not been adequate.  The state DMOs, they have not been adequate.  The 
agency’s monitoring of the disease manageagency’s monitoring of the disease manageagency’s monitoring of the disease manageagency’s monitoring of the disease management initiative is, for the most part, compliance oriented and ment initiative is, for the most part, compliance oriented and ment initiative is, for the most part, compliance oriented and ment initiative is, for the most part, compliance oriented and 
does not include visits to providers or interviews with clients to verify the level of services provided to does not include visits to providers or interviews with clients to verify the level of services provided to does not include visits to providers or interviews with clients to verify the level of services provided to does not include visits to providers or interviews with clients to verify the level of services provided to 
clients.  Further, even though the agency is aware of or at least not surprised by thclients.  Further, even though the agency is aware of or at least not surprised by thclients.  Further, even though the agency is aware of or at least not surprised by thclients.  Further, even though the agency is aware of or at least not surprised by the barriers OPPAGA e barriers OPPAGA e barriers OPPAGA e barriers OPPAGA 
identified, the agency has not adequately addressed these barriers.  If the initiative is to succeed, the identified, the agency has not adequately addressed these barriers.  If the initiative is to succeed, the identified, the agency has not adequately addressed these barriers.  If the initiative is to succeed, the identified, the agency has not adequately addressed these barriers.  If the initiative is to succeed, the 
agency must aggressively address barriers critical to agency must aggressively address barriers critical to agency must aggressively address barriers critical to agency must aggressively address barriers critical to success such as low provider involvement.success such as low provider involvement.success such as low provider involvement.success such as low provider involvement.    

PPAGA Statement - page 590 paragraph 4 
OPPAGA Statement - page 10, paragraph 5: 
The agency also has not yet determined whether the initiative has improved health outcomes or 
reduced costs, in part, because the agency did not establish an explicit methodology for determining 
cost savings prior to implementing the initiative. 
 
Agency Response: 
As noted above, cost savings methodologies were included in each disease management organization 
contract. (see Agency Response to OPPAGA Statement - page 5, paragraph 2.) 3.) 
 
The agency has looked to the contractual reports for documented measurement of improved health 
outcomes. There is early evidence of improved outcomes based on these reports. The agency 
submitted the reports to an independent evaluator. Given the experimental nature of this initiative, it 
may be too early to judge the hoped for positive results for both morbidity and program costs. The 
Legislature is to be commended for encouraging innovative approaches that may curb rising program 
costs while reducing morbidity. 
 

OPPAGA CommentOPPAGA CommentOPPAGA CommentOPPAGA Comment    

OPPAGA concludes that the agency fell short of legislative expectations by not having determined, even OPPAGA concludes that the agency fell short of legislative expectations by not having determined, even OPPAGA concludes that the agency fell short of legislative expectations by not having determined, even OPPAGA concludes that the agency fell short of legislative expectations by not having determined, even 
for the earlier programs, whether the initiative has saved the state money or improved client health for the earlier programs, whether the initiative has saved the state money or improved client health for the earlier programs, whether the initiative has saved the state money or improved client health for the earlier programs, whether the initiative has saved the state money or improved client health 
outcomes.  Since 1997, the Legislature has reduced Moutcomes.  Since 1997, the Legislature has reduced Moutcomes.  Since 1997, the Legislature has reduced Moutcomes.  Since 1997, the Legislature has reduced Medicaid appropriations in proviso by $112.7 edicaid appropriations in proviso by $112.7 edicaid appropriations in proviso by $112.7 edicaid appropriations in proviso by $112.7 
million based on anticipated savings expected by this initiative.  Not only has the agency not fully million based on anticipated savings expected by this initiative.  Not only has the agency not fully million based on anticipated savings expected by this initiative.  Not only has the agency not fully million based on anticipated savings expected by this initiative.  Not only has the agency not fully 
implemented the initiative, it has not determined the extent to which the disease management programs implemented the initiative, it has not determined the extent to which the disease management programs implemented the initiative, it has not determined the extent to which the disease management programs implemented the initiative, it has not determined the extent to which the disease management programs 
that havethat havethat havethat have operated since 1998 and 1999 have improved client health outcomes or decreased costs.   operated since 1998 and 1999 have improved client health outcomes or decreased costs.   operated since 1998 and 1999 have improved client health outcomes or decreased costs.   operated since 1998 and 1999 have improved client health outcomes or decreased costs.  
For these programs, with better initial planning, the agency could have assessed and reported on health For these programs, with better initial planning, the agency could have assessed and reported on health For these programs, with better initial planning, the agency could have assessed and reported on health For these programs, with better initial planning, the agency could have assessed and reported on health 
outcomes and cosoutcomes and cosoutcomes and cosoutcomes and cost savings by the end of 2000.t savings by the end of 2000.t savings by the end of 2000.t savings by the end of 2000.    
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Agency Response to OPPAGA Recommendations to the Legislature: 
 
Recommendation - page 9: 
Direct the Agency for Health Care Administration to redesign the disease management initiative from 
a disease-specific to a patient-focused or holistic approach. 
 
Agency Response: 
The agency has begun to consider the efficacy of disease-specific compared to a more population-
based approach. As the discipline of disease management continues to evolve, so does the Florida 
MediPass Disease Management Initiative. 
 
Looking to the disease management experience of both private and public organizations to serve 
growing populations of chronically ill individuals, more effective and resource-efficient strategies are 
sought. The agency receives calls from other state-based agencies looking to Florida to share what we 
have learned thus far. Florida is leading the nation in the development and implementation of disease 
management interventions for Medicaid populations. 
 
Recommendation -page 10: 
Require the agency to establish a defensible methodology to determine cost savings and ensure that 
overpayments are recovered 
Agency Response: 
As stated above, the cost savings methodology will continue to be refined as experience necessitates. 
The agency believes that the current methodology is defensible, and that no methodology will make 
the agency immune from potential challenges. To the extent authorized by law, the agency will ensure 
that overpayments are recovered. 
 
Recommendation -page 10: 
Require the agency to report on initiative progress in meeting performance expectations, including 
health outcomes and cost savings. 
 
Agency Response: 
The agency welcomes reporting requirements by the Legislature. The agency has been proactive in 
disseminating findings on the results of the disease management initiative, and has published annual 
reports on the progress of the initiative in 1999 and 2000, with the 2000 report included on the agency 
website. The agency anticipates issuing an updated annual report by July 1, 2001, which will allow for 
the inclusion of preliminary findings from the independent evaluation and completion of outstanding 
cost reconciliations. 
 
Recommendation -page 10: 
Require OPPAGA to complete a second review of the initiative by December 31, 2002, that reports on 
whether legislative expectations regarding cost savings and program outcomes are met. 
 
Agency Response: 
The agency welcomes the additional review by OPPAGA. Given that Florida is in the forefront of 
developing Medicaid disease management programs, it is important to carefully assess the impact of 
this initiative.  
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