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Medicaid Disease Management Initiative Has Not Yet 
Met Cost-Savings and Health Outcomes Expectations 
at a glance 
The 1997 Legislature directed the Agency for 
Health Care Administration to establish a 
Medicaid disease management initiative to help 
control expenditures and improve health 
outcomes for chronically ill Medicaid recipients.  
However, after nearly seven years, the initiative 
continues to fall short of legislative expectations 
and intended goals. 

The initiative does not provide disease 
management services for all of the chronic 
diseases specified by the Legislature.  Although 
the initiative has included disease management 
services for seven disease states, as of March 
2004, services were available for only five of nine 
chronic diseases.  In addition, the initiative 
continues to serve only a small percentage of 
eligible recipients. 

Due in part to this slow implementation, the 
Initiative has achieved only a small portion of the 
projected savings.  To date, the initiative has 
reportedly saved $13.4 million; however, the 
agency has not finalized cost savings for several 
programs.  In addition, cost savings are likely 
overstated because of weak approaches used to 
estimate baseline costs.  Further, the agency has 
not sufficiently assessed whether health 
outcomes of chronically ill Medicaid recipients 
have improved.  Finally, agency oversight does 
not ensure that recipients receive appropriate 
levels of services or that physicians support the 
initiative and use best practice guidelines. 

Scope _____________________  
In accordance with state law, this progress report informs 
the Legislature of actions taken by Florida’s Agency for 
Health Care Administration (AHCA) in response to a 2001 
OPPAGA review. 1, 2  This report assesses the extent to 
which the agency has taken action to address the findings 
and recommendations in our prior review and reports on 
the effectiveness of these actions and the status of initiative 
implementation. 

Background_________________  
To help control expenditures for chronically ill Medicaid 
recipients, the 1997 Florida Legislature directed the Agency 
for Health Care Administration to implement a disease 
management initiative for MediPass recipients diagnosed 
with asthma, diabetes, HIV/AIDS, and hemophilia. 3  In 
1998 and 2000, the Legislature further directed the agency 
to continue and expand the initiative and develop 
programs for hypertension, cancer, congestive heart 
failure, end-stage renal disease, and sickle cell anemia. 

Disease management offers an integrated approach to 
treating chronic disease by providing support to patients 
and physicians.  It helps chronically ill patients follow 
appropriate treatments, use less expensive interventions, 
and learn how to self-monitor their conditions.  
                                                           
1 Section 11.51(6), F.S. 
2 Justification Review: Medicaid Disease Management Initiative Sluggish, Cost 

Savings Not Determined, Design Changes Needed, Report No. 01-27, May 
2001. 

3 MediPass is Florida’s Medicaid primary care case management system. 

http://www.oppaga.state.fl.us/reports/health/r01-27s.html
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In addition, disease management encourages 
physicians to use best practice guidelines for 
optimal treatment.  (See Appendix A.) 

The Legislature anticipated that the disease 
management program would produce cost savings 
of $112.7 million between Fiscal Years 1997-98 and 
2000-01.  (See Exhibit 1.)  

Exhibit 1 
The Medicaid Disease Management Initiative Was 
Projected to Save $112.7 Million Over Four Years 

Fiscal 
Year 

Anticipated 
Savings 

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

asthma, diabetes, HIV/AIDS, and 
hemophilia. 

1998-99 39.4 Continue disease management for the 
initial four diseases ($24.7 M).  
Expand disease management to include 
cancer, end-stage renal disease, 
congestive heart failure, hypertension, 
and sickle cell anemia ($14.7 M). 

2000-01 69.1 Improve disease management efficiency 
for the nine diseases ($23.0 M). 
Expand disease management to include 
population-based disease management 
and diseases not already covered by the 
initiative ($46.1 M). 

Total $112.7  
Source:  General Appropriations Acts of 1997-98, 1998-99, and 2000-01. 

The Legislature has continued to expect disease 
management to reduce the costs of treating 
Medicaid recipients with chronic diseases in 
addition to improving their health outcomes, but it 
has not projected savings since Fiscal Year 2000-01.  
This was partly due to our reporting in 2001 that 
the agency had not provided disease management 
services for the full range of chronic conditions 
expected by the Legislature, had little cost-savings 
information which the Legislature could use to 
inform budgeting decisions, and had achieved only 
a small portion of the expected savings. 4 
                                                           
4 Justification Review: Medicaid Disease Management Initiative 

Sluggish, Cost Savings Not Determined, Design Changes Needed, 
Report No. 01-27, May 2001. 

   Justification Review: Expected Medicaid Savings Unrealized; 
Performance, Cost Information Not Timely for Legislative 
Purposes, Report No. 01-61, November 2001. 

Our 2001 report noted that although the 
Legislature expected the disease management 
initiative to include programs for nine diseases, 
implementation had been slow and only five 
programs were operating.  The agency also had not 
determined whether the initiative had improved 
health outcomes or reduced costs. 

In addition, agency oversight was minimal, failing 
to identify and address significant problems.  
Further, the initiative did not adequately address 
the multiple health issues of the chronically ill who 
often have more than one chronic condition.  We 
recommended that the Legislature  

 direct the agency to redesign the initiative 
from a disease-specific to a patient-focused or 
holistic approach;   

 require the agency to establish a defensible 
methodology to determine cost savings and 
recover overpayments; and 

 require the agency to report on progress in 
meeting performance expectations, including 
health outcomes and cost savings, and to 
improve oversight of the initiative. 

Current Status ___________  

Since our 2001 review, the agency has reduced the 
number of vendors for disease management 
services and now contracts with four rather than 
six companies.  However, after nearly seven years, 
the initiative still falls short of legislative 
expectations and intended goals.  Specifically,  

 disease management services are not available 
for all disease states prescribed by statute;  

 the initiative has not produced the level of 
cost savings anticipated by the Legislature, 
and the total amount of net savings is 
undetermined because of delayed 
confirmations of savings and weak 
methodologies; 

 the initiative’s effects on recipient outcomes is 
largely unknown because the agency has not 
conducted analyses that demonstrate 
sustainability of improvements over time and 
what services influence changes in outcomes; 
and  

 the agency’s monitoring has not ensured that 
recipients receive needed services or 

http://www.oppaga.state.fl.us/reports/health/r01-27s.html
http://www.oppaga.state.fl.us/reports/health/r01-61s.html
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physicians participate and use best practice 
guidelines. 

The agency has reduced the number of 
disease management vendors  
The agency has reduced the number of vendors 
that deliver disease management services.  At the 
time of our 2001 review, the agency contracted 
with six disease management organizations.  Each 
company delivered disease management services 
for a specific chronic condition.  The agency now 
contracts with four companies:  two traditional 
disease management organizations and two 
pharmaceutical companies. 5  One pharmaceutical 
company delivers services to MediPass recipients 
with any of four chronic diseases:  asthma, 
congestive heart failure, diabetes, and 
hypertension.  As a result, recipients with one or 
more of these chronic conditions can be served by 
one company.  Previously, recipients with multiple 
conditions were assigned to a program that 
focused on only one chronic condition. 6  This is a 
positive change as it can improve services to 
persons with multiple chronic conditions. 

The agency has not provided disease 
management to all recipients specified  
by the Legislature 
Although the disease management initiative was 
established in 1997, after nearly seven years the 
program currently does not provide services for all 
nine disease states specified by the Legislature.  In 
addition, it continues to provide services to only a 
small portion of eligible recipients. 

The disease management initiative currently 
includes services for five chronic conditions.  As 
shown in Exhibit 2, these conditions are asthma, 
congestive heart failure, diabetes, HIV/AIDS, and 
hypertension.  With one exception, services for 
these conditions have been available statewide 
since September 2002.  The Bristol Myers Squibb 
Health Choice Network did not provide diabetes 
                                                           
5 Contracts with pharmaceutical companies came about pursuant to 

the 2001 Legislature authorizing the agency to establish a Medicaid 
preferred drug list and to negotiate supplemental rebates in 
addition to those required by federal law.  Supplemental rebates 
can be cash rebates or can include other program benefits such as 
drug product donation, disease management, and prescriber 
counseling and education. 

6 Recipients with more than one chronic disease were assigned to the 
disease management organization for the condition that the agency 
determined as most life threatening.  

services to MediPass recipients from July 2003 until 
February 2004 due to extended contract renewal 
negotiations between the agency and vendor. 7 

Exhibit 2 
The Disease Management Initiative Currently Offers 
Services for Five of the Nine Disease States 
Mandated by the Legislature 

MediPass Disease Management Initiative 

Offers Services Does Not Offer Services 
Asthma 
Congestive Heart Failure 
Diabetes 
HIV/AIDS 
Hypertension 

Cancer 
End-Stage Renal Disease 
Hemophilia 
Sickle Cell Anemia 

Source:  Agency for Health Care Administration. 

The program does not currently provide disease 
management services for MediPass recipients with 
end-stage renal disease, hemophilia, sickle cell 
anemia, or cancer.  At one time, the program 
provided services to MediPass recipients with end-
stage renal disease, but these services ended in 
December 2002. 8  Similarly, program services for 
hemophilia ended in June 2001 for recipients in the 
southern part of the state and in January 2003 for 
recipients in the northern part of the state. 9  The 
agency has selected a vendor to distribute blood 
factor to MediPass recipients with hemophilia and 
provide disease management, however, services 
have not started because the award is being 
challenged.  In addition, the agency is discussing 
adding sickle cell anemia to the Bristol Myers 
Squibb program. 

The initiative continues to serve only a small 
percentage of eligible recipients.  As shown in 
Exhibit 3, with the exception of the HIV/AIDS 
program, disease management serves only a small 
percentage of eligible recipients.  Overall, disease 
management vendors contact and assess only one-
                                                           
7 While Pfizer’s Florida: A Health State provides disease management 

services to the majority of recipients with diabetes, the Bristol-
Myers Squibb program serves recipients through federally qualified 
health centers in seven counties.  

8 The agency notified beneficiaries receiving end-stage renal disease 
services that the program ended and that they had access to a 24/7 
nurse call center; however, recipients with end-stage renal disease 
are not currently receiving active care management. 

9 Hemophilia disease management was offered in the northern and 
southern parts of the state by two separate vendors. 
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quarter of eligible recipients.  The agency and 
vendors report that contacting and engaging 
eligible MediPass recipients has been a continuing 
problem.  Some recipients do not have telephones; 
others frequently change telephone numbers and 
residences.  Further, recipients may become 
ineligible for Medicaid services or choose not to 
actively participate in disease management. 

Exhibit 3 
A Low Percentage of Eligible Recipients Currently 
Receive Services  

Disease 
State 

Recipients 
Receiving 
Services1 

Estimated Number 
of Recipients 

Eligible for Services 

Percentage 
Receiving 
Services 

Asthma 4,720 24,745 19% 
Diabetes 3,332 11,512 29% 
CHF 1,528 8,939 17% 
Hypertension 5,550 25,185 22% 
HIV/AIDS 4,266 6,182 69% 
Total 19,396 76,563 25% 

1 At a minimum, recipients are considered to have received services 
once an initial assessment is completed. 
Source:  Agency for Health Care Administration, enrollment figures 
as of December 2003. 

This situation also existed at the time of our 2001 
review.  We continue to believe that disease 
management vendors should be able to serve a 
higher percentage of eligible recipients.  While it is 
likely not feasible for the initiative to serve all 
Medicaid recipients with chronic conditions, 
vendors could reach more recipients by working 
with doctors to refer their patients for services.  To 
assist in this effort, the agency could use Medicaid 
field offices to help vendors contact doctors and to 
inform them of disease management through 
provider training. 

The agency has not finalized savings for 
several contracts; reported savings are limited 
and likely overstated  
The Legislature intended that the disease 
management initiative would reduce Medicaid 
costs for recipients with chronic diseases.  Until 
recently, agency contracts required all vendors to 
guarantee savings. 10  As of March 2004, the 
                                                           
10 Required savings have varied since the initiative was first 

implemented. Initial contracts with disease management 
organizations specified that vendors save more than administrative 
costs; later contracts specified that vendors save 6.5% of the 
expected expenditures for recipients with the specific chronic 

initiative has reportedly netted $13.4 million in cost 
savings.  While the agency has conducted initial 
calculations, it has not yet finalized cost savings for 
several programs.  In addition, because of weak 
methodologies, reconciled savings are limited and 
likely overstated. 

While disease management has reportedly saved 
$13.4 million, the agency has not finalized cost-
savings information for several programs.  Based 
on reconciliations completed by March 2004, the 
disease management initiative has netted a savings 
of $13.4 million.  This represents an overall return 
of $1.46 for every $1 invested for the five disease 
management programs shown in Exhibit 4.   

Exhibit 4 
Disease Management Initiative Reportedly  
Has Saved $13.4 Million 

Vendor and Disease(s) 
Gross   

Savings1 
Program 

Costs  
Net   

Savings2 
Accordant-hemophilia $  0.11 M $  0.08 M   $ 0.04 M   
Caremark-hemophilia 0.83 M 0.05 M   0.78 M   

AIDS Healthcare 
Foundation-HIV/AIDS  21.08 M 13.65 M   7.43 M   
LifeMasters-congestive 
heart failure 12.66 M 7.63 M   5.03 M   

Pfizer-asthma, 
congestive heart failure, 
diabetes, and 
hypertension 7.59 M 7.50 M   0.09 M   
Total $ 42.27 M $ 28.91 M3 $13.36 M 

1 Gross savings are determined by subtracting actual expenditures 
from projected baseline expenditures. 
2 Net savings are determined by subtracting program costs from gross 
savings. 
3 Includes both investment and shared savings.  
Source:  Agency for Health Care Administration. 

Until recently, vendor contracts have been risk-
based in that vendors were expected to achieve a 
certain level of savings.  If vendors demonstrated 
savings, the agency and vendor shared the savings; 
if vendors did not demonstrate savings, they were 
to repay administrative costs to the agency or the 
portion of savings unrealized.  Savings are 
determined by comparing expected expenditures 
to actual expenditures. 

However, expected expenditures can be estimated 
using different approaches, which can yield 
                                                                                                   

condition.  Pharmaceutical contracts specify that vendors will save 
enough to meet the overall guarantees specified in their contracts 
related to the preferred drug list. 
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significantly different estimates of cost savings.   
For example, four different approaches to estimate 
costs savings for one contract yielded estimates that 
ranged from a negative savings of $1.3 million to a 
positive savings of $11.9 million.  Since no perfect 
methodology exists for projecting expected 
expenditures, vendors with at-risk contracts can be 
expected to challenge cost savings estimates that 
are not favorable to them. One company has been 
in dispute with the agency since we issued our 
prior report in 2001.  11 

Due to these disagreements, the agency has not 
determined cost-savings information for several 
programs accounting for $54.3 million in 
investment costs.  Some of these reconciliations 
have been in dispute for several years and the 
vendors are no longer under contract with the 
state.  In these instances, disagreements between 
the agency and vendors have generally related to 
how the agency projected the baseline costs 
needed to determine gross savings.  In the other 
instances, either the agency or independent 
evaluator has not yet determined the cost 
savings. 12  Timely information is critical to assist 
the Legislature in determining whether disease 
management for MediPass recipients is worth the 
investment.   
                                                           
11 This same company has been in litigation with the agency since 

2003. 
12 The two pharmaceutical contracts require independent evaluators 

to determine cost savings. 

This is particularly significant because the  
state’s investment for programs with delayed 
reconciliations exceeds the costs of the disease 
management programs for which the agency has 
completed reconciliations.  As shown in Exhibit 5, 
the state has invested $54.3 million to implement 
programs for which it has not yet determined 
savings.  Some of the programs ended almost two 
years ago.  At the very least, the agency should 
have determined cost savings for vendors that no 
longer provide disease management services.    

Because of these difficulties and the uncertainty of 
attaining short-term cost savings as well as 
sustained savings for the long-term, the agency has 
modified some more recent contracts with vendors.  
For example, one current contract does not require 
cost savings; instead the vendor will continue to 
provide services for a reduced administrative fee.  
Since the agency is not likely to develop a 
methodology for projecting cost savings that 
vendors will not challenge, it should stop issuing 
contracts that base vendor payments on attaining 
specified costs savings.  Instead it should establish 
other clear performance expectations for disease 
management contracts, including vendor 
expectations related to service provision, health 
outcomes, and return on investment.  This will 
require the agency to identify a sound 
methodology to estimate baseline costs for 
determining return on investment, which it should 
annually report to the Legislature. 

 

 
Exhibit 5 
Cost-Savings Information Delayed for Contracts Accounting for $53.4 Million Investment 

Vendor and Disease(s) Investment Contract Status Reconciliations Delayed for 

Coordinated Care Solutions - Diabetes $17.96 M Ended June 2002 Three Contract Years from 05/99 to 06/02 

Accordant Health Care - Hemophilia 0.05 M Ended June 2001 Contract Year 09/00 to 08/01  

Renal Management Services - End Stage Renal Disease 13.01 M Ended December 2002 Two Contract Years from 09/00 to 08/02 

CareMark - Hemophilia 0.07 M Ended January 2003 Two Contract Years from 09/00 to 01/03 

Bristol-Myers Squibb - Diabetes 4.45 M Ongoing Contract Year 07/02 to 06/03 

Pfizer - Asthma, Congestive Heart Failure, Diabetes,  
and Hypertension 8.93 M Ongoing Contract Year 07/02 to 06/03 

AIDS Healthcare Foundation - HIV/AIDS 3.72 M Ongoing Contract Year 12/02 to 11/03 

AIDS Healthcare Foundation - HIV/AIDS (South Florida) 2.45 M Ongoing Contract Year 08/02 to 07/03 

LifeMasters - Congestive Heart Failure 3.72 M Ongoing Contract Year 09/02 to 08/03 
Source:  Agency for Health Care Administration, February 2004. 
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Because of weaknesses in the methods used to 
determine gross savings, reported net savings are 
likely overstated.  The net savings that the agency 
has reported are also of questionable validity.  Most 
of the savings reported to date were determined by 
the agency using a method to project baseline costs 
that is similar to the method it uses to set HMO 
rates.  However, the agency’s method is weak, 
because it does not control for factors that could 
affect reductions in costs and service utilization, 
such as new drug therapies, other medical practice 
changes, or changes that may be associated with 
each disease over time.  This method also does not 
control for changes in health care costs that would 
occur regardless of the intervention. 13   

In addition, the $7.6 million gross savings 
attributable to Pfizer’s Florida:  A Healthy State 
program is overstated because of the approach 
used by the external evaluator to project  
baseline costs for eight intervention groups. 14   
The external evaluator considered four methods to 
project baseline costs for high-risk recipients in the 
intervention groups, producing four trend factors 
for each group.  The evaluator then averaged the 
highest and lowest trend factors for each 
intervention group and used the averaged trend 
factor to project baseline costs.  This approach 
estimated gross savings of $5.1 million for high-risk 
recipients.  The evaluator then applied the 
percentage of savings for high-risk recipients to the 
low-risk recipients, adding another $2.5 million to 
the gross savings estimate. 

However, this approach overstated gross savings 
for two reasons.  First, averaging the highest and 
lowest trend factors was not appropriate because 
the four methods, when applied individually, 
produced widely varying estimates (from $11.9 
million gross savings to a loss of $1.3 million). 15  
Second, the evaluator’s decision to apply the 
percentage of savings for high-risk recipients to  
 
                                                           
13 The statistical phenomenon is known as regression to the mean.  

An example of this would be the tendency of extremely ill patients 
to recover from their crises and then have lower expenses in the 
following months regardless of disease management interventions. 

14 These groups included two Medicaid eligibility groups (TANF and 
SSI) for each of four disease states (asthma, congestive heart failure, 
diabetes, and hypertension). 

15 The weakest method which produced the highest gross savings 
estimate ($11.9 million) was three times higher than the next closest 
estimate ($3.7 million).   

low-risk recipients was not appropriate because the 
low-risk recipients received only a minimal level of 
services.  (For additional description and details, 
see Appendix B.) 

The agency has not adequately determined  
if health outcomes have improved for 
MediPass recipients  
In addition to reducing costs, the Legislature 
expected disease management to improve health 
outcomes of MediPass recipients with chronic 
diseases.  To evaluate success toward this goal, the 
agency requires vendors to report annually on 
health outcomes.  These reports are to demonstrate 
whether outcomes improved during the year. 16  
However, vendor annual reports are typically 
insufficient to demonstrate improved health 
outcomes or meaningful reductions in hospital and 
emergency admissions. 17  In addition, the agency 
does not verify reported information and has not 
compiled results across programs or conducted 
independent analyses to evaluate the overall effect 
of disease management on recipient health and 
service utilization.  Without this information, the 
Legislature and other policymakers cannot judge 
the effectiveness of services for specific chronic 
diseases or of the initiative as a whole. 

The agency needs to better inform stakeholders 
and policymakers of the merits of disease 
management.  The agency should provide analyses 
that demonstrate not only short-term changes in 
behavior and outcomes but sustainability of these 
changes over the long term. 18  The agency should 
also supplement self-reported data with objective, 
clinical data from patient records.  In addition, the 
agency should provide analyses that demonstrate 
which services or mix of services influence changes 
in outcomes and systematically compare recipients 
who receive disease management services to those 
who are eligible for services but do not participate.  
                                                           
16 Annual reports should contain recipient information related to 

hospital and emergency room admissions, improvements in self-
reported and objectively measured clinical outcomes, recipient 
knowledge of their chronic disease(s), and satisfaction with 
services. 

17 With the exception of AIDS Healthcare Foundation, vendors do 
not provide outcome data based on objective clinical measures. 

18 A well-documented phenomenon of research and evaluation 
studies, known as the “Hawthorne Effect,” demonstrates that 
subjects who receive extra attention will improve behaviors in the 
short term. 
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The agency’s oversight of the initiative 
remains weak  
In our 2001 review, we noted that due to weak 
oversight, the agency failed to adequately address 
program barriers.  The agency monitors the 
initiative mainly by reviewing vendor monthly and 
quarterly reports and teleconferencing with 
vendors on a regular basis to discuss problems.  
However, agency staff do not conduct site visits to 
observe how vendors deliver services or to 
interview providers and recipients. As a result, the 
agency 

 does not know whether vendors are providing 
the level of services agreed upon; and 

 has not ensured that MediPass providers 
actively participate in the initiative. 

The agency does not adequately monitor vendors 
to ensure that recipients receive needed services.  
The agency primarily relies on vendor reports to 
oversee program delivery.  However, in general, 
these reports provide limited information related to 
the scope and intensity of vendor services.  In 
addition, the reports are not comparable because 
the agency does not require a standardized report 
format or common definitions of terms such as 
‘enrolled’ and ‘care managed’. 19  The agency also 
does not routinely review each program to ensure 
that recipients are receiving appropriate services.  
For example, the agency does not conduct site 
visits to monitor service delivery.  The agency also 
does not interview recipients or conduct claims 
analyses to verify information in vendor reports.   

To ensure that vendors are delivering services that 
meet the health care needs of recipients and to 
improve operations, the agency should standardize 
vendor reports and hold vendors accountable for 
providing all required information.  Vendor reports 
should include detailed information on the scope 
and intensity of disease management services 
provided recipients.  The agency also should 
develop and conduct routine oversight tasks, such 
as site visits, interviews with recipients, and claims 
analyses to verify vendor reports. 
                                                           
19 For example, definitions of ‘enrolled,’ ‘care managed,’ and ‘risk 

level’ as well as what services these include differ for each program.  
In addition, while reports include the total number of attempted 
and completed telephone and face-face contacts, vendors do not 
report how often they contact assessed recipients, the unduplicated 
number of recipients contacted, or the average length of each 
contact. 

The agency has not ensured that physicians 
support the initiative and use best practice 
guidelines.  In addition to educating recipients 
about their chronic conditions, disease management 
programs should work with physicians to increase 
their understanding of patient compliance issues 
and promote using best practice guidelines.  
Although the agency requires disease management 
vendors to provide physicians with best practice 
guidelines and periodic reports on patient progress, 
it does not monitor the extent to which this occurs.  
Some vendors work closely with physicians while 
other vendors have limited interactions with 
physicians. 20 

For disease management to succeed, the agency 
needs to ensure that MediPass physicians support 
the initiative by using best practice guidelines and 
working collaboratively with disease management 
vendors.  The agency should develop specific 
strategies to increase physician awareness such as 
including a disease management component in 
MediPass provider training.  The agency also 
should assess the level of vendor contact with 
physicians and whether physicians use best 
practice guidelines to improve recipient health. 

However, if vendors continue to have varying 
success working with MediPass physicians, the 
agency could consider an alternative approach to 
vendor-based disease management.  The agency 
could facilitate MediPass physicians and other 
entities, such as the Department of Health, 
professional associations, and university medical 
schools, to develop or adopt best practice 
guidelines using evidence-based medicine for some 
of the more common chronic diseases. 21  The 
agency also could design training and tools, such as 
workshops, treatment action plans, specific chart 
forms, and clinical software to assist physicians in 
using these guidelines.  States using this approach 
indicate that early involvement of physicians has 
fostered greater acceptance and participation in  
 
                                                           
20 Vendors have difficulty engaging physicians primarily because 

most MediPass primary care providers have only a few Medicaid 
recipients enrolled in their disease management programs. 

21 Primary care physicians regularly treat patients with diabetes, 
congestive heart failure, asthma and hypertension.  Patients with 
other less common chronic diseases such as HIV/AIDS are more 
likely to rely on specialists for disease specific medical care; disease 
management for these patients could continue to be delivered 
through disease management vendors. 
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disease management. 22  This approach also 
facilitates collection of clinical, objective data from 
patient files. 

Conclusions and 
Recommendations _______  
The 1997 Legislature directed the Agency for Health 
Care Administration to implement a disease 
management initiative for chronically ill Medicaid 
recipients to reduce taxpayer costs and improve 
health outcomes.  However, after nearly seven years 
the initiative has not met legislative expectations.  
The agency does not provide the full range of 
disease management services mandated by the 
Legislature.  While the initiative has reportedly 
saved $13.4 million, this estimate is questionable and 
may be overstated because of weak methodologies.  
In addition, the agency has not reconciled savings 
for several programs, delaying critical information 
needed for decision making.  Further, the agency 
has not demonstrated that disease management has 
improved the health of Medicaid chronically ill 
recipients, and its oversight of the initiative has been 
weak.   

If the Legislature decides to continue the disease 
management initiative, we recommend that it 
direct the Agency for Health Care Administration 
to take the actions described below.   

 Remove risk-based expectations from vendor 
contracts and establish clear performance 
expectations.  The agency has experienced 
substantial disputes with its vendors due to 
disagreements as to whether required savings have 
been achieved, and no longer requires specific 
levels of savings in some of its recent contracts.   If 
the agency is unable to establish defensible disease 
management contracts that base vendor payments 
on attaining specified costs savings, it should 
discontinue such contracts and instead establish 
other clear performance expectations in its 
contracts, including vendor expectations related to 
service provision, health outcomes, and return on 
investment.  This will require the agency to 
identify a sound methodology to estimate baseline 
costs for determining return on investment, which 
it should annually report to the Legislature. 

                                                           
22 States that use this approach include Indiana, Maryland, New 

York, North Carolina, Virginia, and West Virginia. 

 Assess and report on the long-term effects on 
health outcomes.   To strengthen outcomes 
information and link changes in utilization and 
health status to program intervention, the agency 
should supplement data reported by vendors with 
objective, clinical data from patient records.  The 
agency also should assess whether improvements 
in outcomes are sustained over time and 
systematically compare participants who actively 
receive services to those who are eligible but do not 
participate. 

 Improve monitoring.  To ensure that oversight 
provides the information needed to improve 
vendor operations, the agency should standardize 
vendor reports and collect more detailed 
information on the scope and intensity of recipient 
and physician services.  The agency also should 
conduct routine oversight tasks such as periodic 
site visits, interviews with recipients, and claims 
analyses to verify vendor reports.   

 Develop strategies that emphasize provider 
participation.  The agency needs to actively recruit 
and encourage MediPass physician support and 
participation.  The agency could increase physician 
awareness of the initiative by including disease 
management as a component in MediPass 
provider training.  The agency also should assess 
the extent to which physicians have changed 
practices in response to best practice guidelines 
using evidence-based medicine.   
Alternatively, the agency could consider moving 
away from vendor-based disease management.  
The agency could initiate an effort to make disease 
management part of MediPass physician 
responsibilities.  The agency could involve 
MediPass physicians along with other health care 
stakeholders to develop or adopt best practice 
guidelines for the more common chronic diseases.  
MediPass primary care case managers would then 
provide disease management as part of their 
MediPass responsibilities for which they receive a 
$3 monthly case management fee for each 
recipient.  To encourage MediPass physicians to 
use the best practice guidelines for chronic 
diseases, the agency could provide additional 
support or incentives.  In return, the agency could 
require participating physicians to comply with 
training, data collection, and other essential 
requirements. 
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Appendix A 

Disease Management Is Expected to Improve Health 
Outcomes and Reduce Use of High Cost Services 

 
Persons who have chronic diseases often receive fragmented care between primary care 
physicians and specialty physicians and have difficulty following appropriate treatment plans, 
including prescription drug regimens.  Although optimal guidelines exist for some chronic 
diseases, treatment plans for these diseases 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.  Disease management is 
expected to reduce the high rate of complications experienced by patients with chronic illness, 
improve overall health, and reduce patient use of high-cost health services, thereby reducing 
costs. 

The 1997 Florida Legislature directed the agency to implement disease management to 
improve health outcomes and reduce health care costs of MediPass recipients.  The Legislature 
expected the agency to establish 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. 

Florida’s Medicaid disease management initiative contracts with disease management 
organizations and pharmaceutical companies to deliver a variety of patient, provider, and 
community outreach services, as shown in Table A-1.  

Table A-1 
Disease Management Should Offer a Variety of Services to MediPass Recipients and Providers 

Patient Services Provider Services Community 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 
 Community health classes 

Source:  OPPAGA review of disease management contracts and interviews with agency staff.  
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Appendix B 

Estimating Cost Savings Lacks Precision 

Cost-savings calculations should control for several factors 
Projecting baseline costs is critical to estimating cost savings.  Disease management cost-savings 
calculations compare actual expenditures to projected baseline costs.  Projected baseline costs 
reflect what expenditures would have been if disease management had not been provided.  If 
actual expenditures are lower than the projected baseline costs, gross savings are realized.  If 
actual expenditures are higher than or equal to projected baselines costs, gross savings are not 
realized and may represent a loss. 

To estimate cost savings, it is critical that projected baseline costs control for changes in 
expenditures that are unrelated to disease management.  These changes include factors such as 
disease severity level, cost-containment efforts, new treatments, and disease progression over 
time.  For example, the severity level of enrolled individuals can change over time, so changes 
in expenditures may reflect differences in health status of enrollees, rather than improvements 
from an intervention.  Cost-containment efforts, like preferred drug lists, can also reduce 
expenditures irrespective of disease management, while other changes, such as new treatments 
or pharmaceuticals, may increase expenditures.  Baseline projections also should control for 
regression to the mean, the tendency of ill individuals that are chosen for program 
interventions such as disease management to improve, regardless of disease management 
interventions.  Models that accurately control for these factors will generate more accurate 
savings estimates.  

Independent evaluator used four methods to project baseline costs for Pfizer’s 
Florida: A Healthy State program  
For Pfizer’s Florida:  A Healthy State disease management program, the independent 
evaluator, Medical Scientists, Inc., considered four methods to project baseline costs for high-
risk recipients in eight intervention groups. 23  Each of these methods controlled for various 
factors that influence expenditures.  Table B-1 summarizes these methods.   

Table B-1 
Medical Scientists, Inc., Considered Four Methods to Calculate Baseline Costs  

Methods  
Agency for Health Care Administration, Budget Method 
This method projected per-member per-month (PMPM) costs using prior claims data for each disease state by eligibility group 
and then trended each forward by applying service category inflation rates used to set HMO capitation rates.  This method does 
not control for factors that could affect reductions in costs and service utilization, such as the use of new drug therapies, other 
medical practice changes, or changes that may be associated with each disease over time.  Of these four methods, this method 
is the least precise and generates results that depart significantly from the other three methods. 
Ernst & Young, Actuarial  
This actuarial model projected baseline PMPM costs by applying a regression technique to a six-month moving average of 
expenditures over a 45-month time period.  While this method controls for changes in specific disease costs within each 
intervention group, it does not control for population characteristics such as age, gender, or region.  However, this method does 
control for the effect of the following three Medicaid program changes on costs:  drug utilization review, prior authorization on 
mental health, and prior authorization on inpatient hospital admissions.   

                                                           
23 These groups included two Medicaid eligibility groups (TANF and SSI) for each of four disease states (asthma, congestive heart failure, diabetes, 

and hypertension).   
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Methods  
Medical Scientists, Inc., Actuarial 
This actuarial model projected baseline PMPM costs using three techniques, regression and annual and monthly geometric 
averages, and then weighted each technique equally.  Using three techniques strengthened the accuracy of the projected 
baseline. This method controlled for changes in specific disease costs within eligibility group as well as age and gender.  This 
method also controlled for the three Medicaid program changes referred to in the previous method. 
Medical Scientists, Inc., Markov Model 
This statistical model projected PMPM costs using a multivariate regression model that controlled for numerous factors including 
changes in specific disease costs within eligibility group, age, gender, region, and ethnicity.  This is the only method that models 
utilization over time for population-specific disease states and controls for regression to the mean.  As such, this model is the 
strongest of the four. 

Source:  OPPAGA assessment of information provided by Medical Scientists, Inc. and interviews with the Agency for Health 
Care Administration and Medical Scientists, Inc. 

Each of the above methods produced trend factors for projecting baseline per-member per-
month (PMPM) costs for high-risk recipients.  For each intervention group, the evaluator 
averaged the highest and the lowest trend factor from the four methods for each group.   The 
averaged trend factor for each group was then squared and multiplied by Fiscal Year 1999-2000 
PMPM baseline costs to project what Fiscal Year 2001-02 costs would have been in the absence 
of disease management. 24  The projected PMPM was then compared to the actual PMPM for 
each intervention group.  The cost-savings calculation resulted in $5.1 million gross savings for 
high-risk recipients.  The evaluator then applied the percentage of savings for high-risk 
recipients to low-risk recipients to calculate an additional $2.5 million savings for a total gross 
savings of $7.6 million for the entire program.   

Final $7.6 million cost-savings estimate for  
Pfizer’s Florida:  A Healthy State program is overstated  
As described above, the $5.1 million cost-savings estimate for high-risk recipients was 
calculated by averaging the highest and lowest trend factors for each of the eight intervention 
groups produced by the four methods described in Table B-1.  The agency’s budget method 
produced either the highest or the lowest trend factor for each intervention group.  As a result, 
the cost-savings method with the most limitations (see Table B-1), the agency’s budget method, 
had the most influence on the final estimate of gross savings.  However, as shown in Table B-2, 
if applied separately, the agency’s budget method would produce estimated savings  
($11.9 million) three times higher than the next closest estimate ($3.7 million).  Because this 
averaging technique includes trend factors from the weakest method for every intervention 
group, it overstates the $5.1 million savings. 

                                                           
24 The trend rate is squared because the baseline cost represents costs in FY 1999-2000 and the Year 1 projection is two years in the future  

(FY 2001-2002). 
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Table B-2 
Different Cost-Saving Methods Yield Results That Range From  
$11.9 Million Savings to a $1.3 Million Loss 

Intervention Group  Budget Method 
Ernst  & Young 

Actuarial  MSI Actuarial  
MSI Markov 

Model 
Congestive Heart Failure – TANF $     (17,331) $    100,489  $        2,004  $      56,388  
Congestive Heart Failure – SSI 1,536,219  37,307  (133,037) (336,364) 
Diabetes – TANF (434,124) 296,857  (309,544) (35,666) 
Diabetes – SSI 1,044,637  (2,225,333) (2,367,493) (4,121,703) 
Hypertension – TANF (432,693) (257,793) (32,393) 361,306  
Hypertension- SSI 6,681,793  2,433,633  2,433,633  238,952  
Asthma – TANF 674,969  3,330,726  3,372,281  1,421,960  
Asthma – SSI 2,892,077  (10,147) (1,151,063) 1,071,869  
Total $11,945,547  $3,705,738  $1,814,387  $(1,343,260) 

Source:  OPPAGA analysis of data from Pfizer’s Florida:  A Healthy State reconciliation.  

The remaining $2.5 million savings is also overstated.  The evaluator applied the same 
percentage of savings for high-risk recipients to low-risk recipients, even though low-risk 
recipients differed in health care costs, disease progression, and intensity of disease 
management services received.  Because savings for high-risk recipients are already overstated, 
applying the percentage of savings for high-risk recipients to low-risk recipients further 
overstates the gross savings.  

 

 

 

 

 

 

 

 

 

 

The Agency for Health Care Administration provided a written response to our report.  This response is not 
reprinted herein but is available in its entirety on our website. 

 

 
OPPAGA supports the Florida Legislature by providing evaluative research and objective analyses to promote government accountability  
and the efficient and effective 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:  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 Rae Hendlin (850/410-4795) 

Frank Alvarez, Staff Director 
Gary R. VanLandingham, OPPAGA Interim Director 
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OPPAGA Comments to Agency’s Response 
Rather than responding to each agency comment, we encourage readers to keep the following points in 
mind as they consider the information presented in the agency’s response.   

 The 1997 Florida Legislature authorized the agency to implement a disease management initiative to 
improve the health outcomes of Medicaid recipients with chronic diseases and to reduce Medicaid 
costs.  Since that time the agency has provided disease management services for varying lengths of 
time and varying geographic areas for several disease states.  However, after nearly seven years, the 
initiative continues to fall short of meeting legislative expectations. 

 The agency has not finalized cost-savings for a number of vendors, even some that no longer provide 
disease management services.  As the result of putting vendors at risk for savings and using imprecise 
methodologies to determine whether these savings were realized, contested results and lengthy 
negotiations have delayed critical cost-savings information.  While an independent evaluator used a 
‘blended model’ to determine the first year’s cost savings for the Florida: A Healthy State program, this 
methodology was flawed.  In this instance, the evaluator considered four models which varied in 
statistical rigor and yielded vastly disparate results. 1  The evaluator ‘blended’ these results by 
averaging the high and the low for each of eight recipient groups. 2  The results derived from the 
budget method, the weakest of the methods, were included in each averaging. 3  A more accurate and 
defensible ‘blended model’ would have averaged the results of the three more robust models.  This 
approach would have yielded gross savings for high-risk recipients of $1.3 million rather than 
$5.1 million.    

 While the agency requires vendors to annually report on outcomes and provides some of this 
information in its response, information is reported over short time frames and may not represent 
meaningful change because some outcomes are based on only a small proportion of the population.  In 
addition, the information is often based on recipient self-report of behaviors, such as exercise, smoking, 
and diet which are value-laden, difficult to change, and susceptible to response bias.  The agency has 
not rigorously evaluated the initiative by studying the long-term effects of disease management on 
health outcomes, determining which services or mix of services influence changes in outcomes, and 
comparing recipients who receive services to those who qualify for services but do not participate. 

 We conducted multiple interviews with agency staff asking about monitoring changes implemented 
since our last report.  Based on these interviews we concluded that the agency’s oversight of the 
initiative had not improved.  Agency staff did not give us any examples of what changes they have 
made to improve the initiative based on monitoring reports or teleconferences with vendors.  The 
agency in its response indicates that it has conducted 24 site visits since initiative inception; however, 
nearly all of these site visits focused on ensuring compliance with contracts, were based on limited 
sampling of records, and occurred before we published our prior report in 2001.  In addition, because 
monitoring efforts do not adequately assess the quality and intensity of services provided to recipients 
and providers, the agency cannot ensure that services are delivered as intended and are effective. 

 Although critical for a successful disease management program, the agency has not demonstrated that 
MediPass providers accept and support the initiative.  Further, the agency has provided little evidence 
that providers have changed their practices by using the best practice guidelines provided them by 
disease management vendors.  As such, we believe the agency should consider an alternative approach 
to vendor-based disease management, making disease management part of MediPass.  The agency 
could involve MediPass physicians in developing best practice guidelines for the more common 
chronic diseases and provide additional support and incentives to encourage their participation.   

                                                 
1 These included the agency’s budget method, two actuarial methods, and a predictive model. 
2 These groups included two Medicaid eligibility groups (TANF and SSI) for each of four disease states (asthma, congestive heart failure, diabetes, 

and hypertension). 
3 The budget method estimated gross savings ($11.9 million) three times higher than the next closest method ($3.7 million).    
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