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CHIEF OF STAFF TO THE PRESIDENT 

THE WHITE HOUSE 

October 12 ~ '1993 

I . . 
The Honorable Ned Ray McWherter 
Governor of iT ennes see . 
state Capitol 
Nashville, TN 37243-0001 

I 

Dear Ned Ray:. 
I 

. I 
Welcome back. I trust your trip was both 

. enjoyable ahd positive. 
. ! 

. As you know l, we held' our decision on your 
waivers until your return. I visited with 
Carol Rascol this morning, and she assured 
me that dispussions were ongoing between 
your 'state officials and the proper people 
at HHS. I 

I 
This situatiion is not an easy one, as you· 
know, but b!opefully we are making some 

I • . • progress toward a satlsfactory resolut10n. 
. I 

PersonallY,i . 
I. 

I 
cc: Carol I Rasco 

I 
1. 



TO: Mack McLarty 
Rc)yNeel 
Nimcy Hernreich 

FROM: Carol H. Rasco 

SUBJ: TE'mnessee 

DATE: N()vember 3, 1993 

I have nc)w spoken to the two people at HHS with whom the Governor 
AND his officials continue to speak just as there are three to 
four of us here called daily by the Governor. After piecing all 
parts to(}ether it appears fairly clear to me that 

1. Despite the calls here to us that have stated that HHS had 
not callj~d Tenn. since, the Friday submission of a revision, two 
off icial::; of HCFA spoke both on Monday and Tuesday to Manning 
(financial person in Tenn. heading up this effort for the 
Governor and the person the Gov. has repeatedly told me with whom 
to work) with updates from the HCFA side and Manning working on 
the Tenm~ssee side. Manning continues to tell Bruce at HCFA that 
he can't control the Governor and his calls up here. 

2. John Monahan of Intergovernmental at HHS talked with the 
GOVERNOR on Monday evening, and they exchanged calls again 
yesterday. John will be calling the Governor as usual today. 

3. Bo1:tom line to date: We have games being played here from 
Tennessee, and the concern at HHS is that with the promise of an 
appointment with the President, Tenn. may be instructed by the 
Governor's office to hold on any final deal until the President 
tells them indeed they have to raise more money and phase in the 
program. However, HHS will continue to push on Tenn. as HHS 
knows we can't continue to refuse an appt. for the Gov. 

4. Bottom line overall: I do believe we can't hold off the 
Governor much longer from the President, and I have told HHS to 
be prepared to see that meeting happen early next week and to 
start an iterative set of briefing notes for use with the 
Presiden.t in preparation for the meeting so that we will have the 
most up to date information possible for him to use. 

Finally, I FIRMLY believe Secretary Shalala MUST be in the 
meeting the President has with the Governor. I also should be 
there. Rationale? The President must be prepared to firmly back 
the depa.rtment in their conditions for Tenn.'s waiver ... more 
money in hard cash on the table and an elongated phase in. 
Without these two items as the plan currently stands, the harm to 
overall health care reform will be very serious. The press will 
be watching this waiver not only at the time of a decision but 
throughout its implem~ntation which will parallel the 
Congressional debate. 



TO: Mc'lck McLarty 
Re)y Neel 
Kathi Way 
Nitncy .Hernreich . 

FROM: Ccirol H. Rasco 

SUBJ: Temnessee 

DATE: NClvember 4, 1993 

Attached is a very thorough memo on the Tennessee situation for 
those of you who want to read this much detail. In summary, HCFA 
has made what I consider based on my knowledge a very fair offer 
back to 'Iiennessee. I say fair based on financial integrity, 
client protection, and the protection of our health care reform 
efforts. HCFA is waiting now on answers/questions from 
Tennessee. 

I will continue to keep you posted and hope you will do the same 
should you hear from any of the parties. Many thanks! 
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The AlamtRIRr"" 
W .. , .... D.O. dIOl " 

NO'i~E TO CAROL RASCO SONFIBENT'AL ~ 
Irl,lC8 C. VlaC1eck 
Admln!6t~ato~, H. th CI~e financing Adm1n11trlt1on 

SUlkJECT: Tenncare Wa!'Ir • .rProPD~bl -- 9tatlla 

As you kno~, HerA has been reviewing a proposal from the State ef 
'l'er.Ln •• aaa. that would vaivQ I'"clcu:.al lacuUea.1CS reqllirGMQnta .in crGe:r: 
to provlct. ~ovQ~age to Kedioaid .119'~lg~ and un~n8urGld in th. 
St.~t... Whilo 1011'0 ara cukJ.n9 avcu:y .:.ffcrt to prov.lde INa"'""" 
fl~M1b11ity to atatea •• they red •• 19ft t.h.!r hGaLCh ear. d.liv.~ 
IiIYli'~9raQ ,we hive b.en Clonoern.d about. uhe Unal'lOlnCJ approacn, 
be.l'lof.ic:1ary COnflJ.Dion, · .. nd th6 .implementation .tlh~ul. 1:hat the 
State h •• p~omoted. The Stat_ h •• p~oYidQd rQ~~On50V to • number 
of our q~e.tio~. ~QutT.nnCQ~., ~.t r.o.n~ly on OQto~.~ 2P. 
Thel GOVernor is p~el!l.l!lin9 fOI: Q posi.tive deClird,CltI. :r:!ghi:. away. 

L,alto :\'Vh~ "'. J.&iQ 'w~ tor 'l'enneesee'the oOI\~lt1<)ne un4.~ Whioh 
we w~uld approve Ii 'lfaivor. (At.taCille<l 11 \he .'.1:'1a1 we fil"ed t.o 
th~.l Th. fallgwing are tne ~8Y te&t.uz •• of cur offer, along 
wi t.n tnt! r.act1on. I expect from thll: S~et.; 

o ~16 atter: our approacn r.fl.ct8·81gnlIlcan~ movement. on 
our par~ 1& ~reG areas slnce-t.ne s~ate's orlqlnal propOSAl, 
W. have aqread to (l)prOVICe 11m1te~ F.~.~&l m&~Cnlnq tunds 
for 0. new ~Qm cC Ctn1UGa Public ixpenalture. CCPI); (:I) 
provide HllUbld pederill'matchiftg' funds for, .ervic •• pl'ov14ft4 
to reBiden~s of institutions tor mental d1 •••• a. (IMDs),. 
con81atentw1tn the Health security Aot, a~d {3' allow 
CQrtaln premium psymen~a by p&t1en~a who would not otherwise 
be ellqible for MedioAid to count as the State's share of 
Medicaid Co.t5.Wa havs enda4VOrgd ~o l1mit the preo.~ent 
t~eee three d.v.lopmen~1 m19h~ 5et in othv~ vt.t." although 
it 18 pro~ah2y not PO~SL~4. to •• 1a1nat. it. 

Expectild Beaction J Theltate ahou14 reqard. the nrst item 
e. a poa1tiva development, and will pero_lve 8Gme . 
improvement on tn •• eeon4 itea. On tnG third item, w. hod 

. prev10ualy eommun1cated our po.i~ion to ~h.~, but t~y bid 
argued aga1nBt ·the vary re68~~6ble limitation we ftA~ plac.~ 
Qn them. Our maat t~d.nt re.po~se re~terat.e. our·po.i~loa, 
which thav will nat. reQa:rod as p~09r •••. 

o HCFA 9f,'r: w. cl&~1!i8d tg t.ho StatQ ehat w~ will no; 
p~cv14. F.d.~al M4~eb £4r c.P&~.tion paymen~8 fo~ 
1~d!~1du'1. w~o are eligible for ~.npC.~e but ngt .~Qllod 
in ~he program. ~wey.~, I ahOuld not. ~hat we .~. pr.p.r~ 
to aA~h ~h9 G08~. of unoomp*n.ate4 d~ (eimilar to 
d1.p~oportiona~ •• h~. payments) to ~he OH~ene ~ha~ _h ••• 
a~o ~oeual Seato oash eKPCnditureft th~t s~~o~t for ~oe~D 
bo~n$ by p.rticLP8ilnV prov1Cera. 
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'&p9ct~d aeaet1QAI AS we d1tcu.aea in ou~ m8g~lnq tne o~ner 
~.Y, th. State'e latelt propossl _u;g •• ts t~.t tRey mAY· 
r~gDrd thii & new an~ !ignLtleant re!trietlon, .~n tho~9h 
it aft6uld havQ .~9&n 9bv1ou, ~o tnem ~a&ea on all our 
previous 8ta~ement~- Tenne.lee may DQ jnt.reste~ 1n our 
41t~rnat1ve, but ~ay have dlf!lculty ~.isinq ~h8· St4t~ 
reSOurces to &UPport th1& approaeh. 

o HCFA Off~~: Rather than d1ctatlnq an implemedtatlon date to 
the state, we outlinQd fc~ them the prooagg we would require 
orlor"to iMplementation, . In ac1cUt1on, we w111 ~equlre· thel'll 
to repeat the enr~llm.nt/pl.n 5elQcticn process afte~ 
contracts with provlder! havo been QignGa and app~oved by 

. HerA, 

ExpeQted RtA;tlgD: W~ Are mildly optimistic that the St8t@ 
will reAct positively to thi. approach. 

o UCFA OftQr: W~ had ~r@viou9ly arg~.d that Tenne8S8~ mQst 
incrQaQ~ thg c~p1t2tlon rat~ to provide~1 b.ca~le ic 1a not 
.. d8qU.~!i to I;m61Ur@ :1ccel. and quality e£ car.. {Thil iii the.· 
ear. iQ8Ua ~o.t na~ prcmptad 100-200 letters to U~ p6r day 
from T6ftft •••• o phya~~ian£.) In ou~. new ap~~68ch, We A~. 
tha~ HCFA eh&uld not be ~n thQ po.ttion ot 41etating 
Medicaid ratee to sea~8s (a pO~ltiQn wl~h WAich W9 were 
n.ver entirely OO&fort4blej, bu~ wo r~lx~ ~a~ th~ &taC~ 
be ebl. ~Q aaDu~e Booge8 A~4 mOnitor qu.l~~y !n the TonnCar. 
program. . 

P'inc:lly, it. is imporunt 'to noeet th~t, even i.f 'r.nnc:ll:J~. c:on~U~8 
.i1~n., all of our conc11tlons I tne s'tate atill he:. • lIhortfall of 
lunas for the pl'ogram. ftBt.111'lates ot t:ne lltagnltud.e I;If thew 
Bhor:ttall oan vary widely deplind1ni upon assumpt10ns about the 
n~er 01 enrOlles!, tre~~ont of CI~i capitatiOn rat:es, and the 
n •• d. :for any supplement.al pool., ~ut .s.~ J,6 .in tn.e ranqe oX $100-
$J5D,ml11ion per year. 

ThQ State Will prCDably view t~e l1ml'tatlon~ tna~ we nave llstea 
8S Illqnlfioant. NeY~U~t~ele8S, these l1m~t"'tj,ons are essential 'to 
aSl!luro that We,) maintain the cur~nt percentag •• h.re~ Of 
f1na·nc: inq borne by the Feclaral and State 90vernment,& and to 
pzoot:eot. beneUeiarl.,. durin9 th.e tra}'illt~Qn. 

We. ~;re prepa~in9 ad~1tion81 back9round docWJl.en'ts and tAlxing 
po~n·'. on these 155ue~ for yC'u to IihU'Q with your eOl1l1i!!eguea. 

co: KeVi~ Thu~ 



UQ'A PQSmQH ON DlfflCdE 1&1111'. 
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• '. UI:l 

The foll~i.1l. provide. cletaU. of our ~litiOll t'D TtDPCarc firwI~tns. These d.Uili ~dlect 
OUT lOJlgstandi:n, \liew that WI: may =ly mt.tchallQlMlble 00itE, rathl:t tlaan the od81Dally
~cd block put approaoh. We aho prcmde further epHificaiion of OI.U' matcldDg 
poliey for ~ed. publ;C e.xpend.1mres. In addltlo~ we prcY.1de addldonal c:iarificatioa 00 

~erallloll.finaJloing iSl"r;s. ' 

o We wfU proVide Federal FinaDdal parUclpauOD (Ff'P) at tb.~ appli~ble 
fed~rl\l med.:iw assistance percentage ~ for the actual oapitation 
pa)'ments mad' by the State. to the Managed Care Or,auiutio.o' (MCOs) for 
each TeaDCare emQJ.lae. 

o We wtll provide m It1he .ppli~ab)c f'MAP tor actual c:xponditl.ln:$ cetUfil!.d 
, by pUbli~ bospitall for Te.nnOO. 8nrolleet only to the ateDt that me pubUc 

hospital is able to dowment that. it has an actual e:tpenditur$ fQt prO\'i4lng 
'i'vice to .a T ennCar!! i!lll'Cllee which exceeds the amount paid· to that 

. b«spitAl &v.ut th. MCO for the eo&t of pnMdi.D.S the •• rYice to dud TaunCare 
~D1ollcc. ' 

o D* P1.lhlie hospital apenditure5 wiD be matched OD III as-incurred blRs, 
not paid lUi IU'.I add.au to tbe c:apitatiOll rates. . 

o W" will pravid.e Ff'P at the applicable F1dAP for aetuaJ gpcndituret for 
providing sel'V'lce8 to a TeDnCare eoroUeereakltllslD an IMD tor tile first ~ 
days of au inpatient ,pisodc! subject to an awoeate annual limit of 60 day.. 

. 0 W. '\Vill provide FFP at the appUMbl& mstoblDl ratA (FMAP ano 
lldmi:ai:str4tWe r8te&) for the avtu.al oDlQing I1QD·TcIUlCue a::lIt!; (I.e. (on,
tom ~rc. H~S wa.i\Ic:rJ, Medtcare CC6t sb.artD.g. admiDUtration) of the 
Medicaid projram. , ' . 

o W. will pf<Mde FFP far wpplezaelltaJ pooJe only to lb. extent that FPP 
matches actual StB.te ca&b expendtCura to ~Ilt for c:asts borne by 
participating providers. " . 

o Premium rm'enues muat be oEfstt f)D &J1 individual by indiVidual basi& Dot iD 
tha .llJSf.!At~; U tho Slate hu pfoposad. Any p"'uUum f&YUSCI.'Lb paid by an 
indivldu.al TennCu. c;:aroDc.:; iD c;a::c::ss' of the State· 5hut of me Stall;'a 
C'.B.pUatiOll payment made to the Meo on behalf of that htdJYJdual T8uCare 
enrollee mutt. be offIet in full aaalut the odlerwi$e allowable Federal aare 
of ths' State's eapita.tiou pay.Jl1mt mad. to the MCO for that iDdMdual 
T.nnCare enJ1:Illcc. . 



TO 

CONFIDENTIAl ~ 

Ncm-.fi1JMvJQG lauu 

<1 We. arc prepared to accept the Sta,,1, &UUIUceS as to the adequacy of its 
eapitltion ratrs. At the WIle time, we will require dOle mCJDitorlttr cI. access. 
patieat satiafaetion, and quality of car~ )f\ bl'der to verlfr tha.t lb..,. it 
wfficicnt aceC55 to carq· tbJVGgh(IUt tbe St8~ we must ha~ IUfticiCllt tJme for 
Hef A review ADd appnwal otMCO oontra~ u appropriatet after approval 
of the waiver but prior to the implemaatatlon of the TenDCanl program. Ia 
adtlltiosa, tlt&!: State will prov.lde copie& of nbcootra.ct5 bet\l'leeD tbe MCOs and 
pto-14~m jf nIq'Uired by HCPA for it81't~fi1. 

o SubtaDtiai cbanges have been made in the TezanOire prole", from 
ll.&feement9 reached in our dbeussians And &etiODS taken by the Stale, To 
confinn our mutual understalJdJn& of the actual Pt'OJfaM for which waivers 
may be gra,o.ted, an "pdate<l dtlQription of the TeuC&:r. proslam is 
Dece6SlU}'. In additiou to eovcrin~ olizibili1j'. beDofiU, zmd aervic.:e detivtJ)' 
pl'O\1J.tODS;. B revised fflIindDg propasal Dlust clea.ty dellDeate tho 501Ir~1 and 
sufficienO"f of state funding to support Tel1!lCale. Prior to implemeutatioo. 
thi!!: State must providl! satisfactmy IIIW'&llce to HCFA!hat it has adequate 
State TMQU.J'COC to tupport the Pl'OIram as re'll1Nd. 

~) Once the f1nal cODtJpration of lbt propoeal II ¢.lear, we will develop the 
budget cap that ia CUltoD'luy ill demOllSttatitm projects to address the Irowth 
ratil in Pe~ral s-peftding related 1Q TennCare. 

I\) The StAte: win establish iIIl imp1emcnta.tiUll daic tbatpt<Widos su~Dt Ome 
tor me Staw to amlQO MCO ¢Qfttrac~.usllre the lidequM'Y of MOO, 
provider l1etv.'Otb, set up systems. and wmplett administrauve prOYlsions. 
It must allow time for HCFA ta C031duct appropriate pre-implemeatauon 
review, .. d for c~ye lotioD& 1>y the S~c. if approprif.le. 

() Tee State wlll repeat the enrollmODt/plaD seleetkul proa6S& after <lOl1ttatU 
. \1ritb MCOs and providers have been sJ£ued. 

TOTAL p.e"-
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ST,.\TE Of TENNESSEE 

DEPARTMENT OF FINANCE AND ADMINISTRATION 
STATE CAPITOL 

NASHVILLE. TENNESSEE 372~3-0285 

DAVID L. MA;'IlNING 
COW\lfSSIONER 

Mr. Bruce C. Vladeck 
Admirlistrator 

October 26, 1993 

Health Care Financing Administration 
Department of Health and 

HUlTian Services 
200 tndependence Avenue, S.W. 
Washington, D.C. 20201 

Dear Mr. Vladeck: 

Thank you for the time that you and your staff spent 
with us last Thursday to review the TennCare proposal. We 
felt that the meeting was productive, and that it brought us 
closer to resolving the financing issue that appears to be the 
impediment at this time to approval of the requested waiver. 

We continue to believe that the capped grant 
approach (sometimes referred to as a block grant) would best 
meet the TennCare situation and serve the interests of both 
the State and the federal government, and we would prefer to 
go forward on that basis, as originally proposed by Tennessee. 
However, we understand that HCFA is not now willing to follow 
this course, and we are therefore attempting to develop ,an 
alternative approach that meets the match rate policies on 
which HCFA would prefer to predicate a waiver approval. In 
that connection, we have reviewed and refined our thinking on 
the certified public expenditure (CPE) issue in light of our 
meeting Thursday. 

You indicated there that HCFA would be open to an 
approach that recognized CPE if there were an auditable basis 
for dE~monstrating the availability of state/local subsidies 
or sUl:"plus funds derived by public facilities from non
governmental business that was used to cover the cost of care 
for T~nnCare eligibles. The purpose of this letter is to set 
forth such an approach. 

® RECYCLED PAPER 



Mr. Bruce C. Vladeck 
Oc·tober 26, 1993 
Page Two 

There are two aspects to the CPE approach. The 
first is to identify the expenditure of funds for a TennCare 
eligible. The second is to identify the revenue source ~or 
the expenditure. We believe the expenditure can be determined 
without great difticulty from the Joint Annual Reports sub
mitted by all hospitals in Tennessee. Those reports permit 
determination of the cost incurred in providing various cate
gori,es of services, using_Medicare cost-finding methods. We 
will require hospitals participating in TennCare to retain and 
repo:ct to their Managed Care Organizations (MCOs) the units of 
service provided to TennCare eligibles. This would permit a 
determination of the total cost incurred by each hospital in 
providing TennCare service. To the extent the service is 
provided to non-enrolled TennCare eligibles and is compensated 
by the supplementary TennCare pool, the State, as the source 
of compensation, will require reporting of units of service by 
the hospitals from which the cost determination can be made. 
WhilE! it would be possible to refine these determinations to 
obtain a case-by-case calculation of service cost, we see 
little purpose to be served by this and, as agreed at our 
meeting last week, the information will be aggregated by 
facility for all TennCare eligibles served by the facility. 

We would then determine the revenue sources for the 
costs incurred in serving TennCare e+igibles by these public . 
hospitals. We would require the MCOs to report the method for 
compensating hospitals that are part of their networks and 
total amount paid for TennCare eligibles. The State would 
know the amounts paid by it from the supplementary TennCare 
pool. To the extent these payments were insufficient to cover 
the cost attributable to service for TennCare eligibles, there 
would be CPE on which we could rely in financing TennCare to 
the extent that the CPE came from two general sources: 
(1) public subsidies, and (2) surplus from other non
govt~rnmental business. We would identify the former by 
specific subsidies, and the latter by comparing revenues of 
each participating public hospital from non-governmental busi
ness to the costs attributable to that business using the same 
all()cation method as was used in determining the cost of 
TennCare service (through the Joint Annual Reports and 
Medicare cost-finding principles). In connection with the 
public subsidies, we would offset any local government grant 
funds that had already been included in calculating the state 
share so as not to double count those funds. 



Mr. Bruce C. Vladeck 
October 26, 1993 
Page Three 

We have estimated the amount of CPE available for 
supporting TennCare taking into account the limitations set 
forth above. To make the estimate, we have examined the share 
of Medicaid and charity business that each public hospital has 
received based on the most recently available Joint Annual 
Reports and assumed that these hospitals would derive the same 
shar1e of TennCare hospital business. We have also assumed 
that the hospital portion-of TennCare (and the portion of the 
capitation fee attributed to hospitals) would equal the per
centage of total Medicaid payments paid for hospital services 
(e,;:clusive of Disproportionate Share payments). We further 
assumed that the appropriate part of the "discount" portion of 
the capitation fee was passed through by the MCOs to the 
participating hospitals. Finally, we determined from the 
Joint Annual Reports that hospital costs exceeded Medicaid 
reinU)ursement (exclusive of disproportionate share payments) 
by 5 .. 45 percent. Based on these assumptions, we have calcu
lated the amount of costs that public hospitals would incur in 
caring for TennCare eligibles that was not covered by the cash 
paymEmts from the MCOs. The results of this calculation are 
set forth in the attached Table 1. We have assumed that in 
each case the public hospitals had revenues other than from 
governmental business that exceeded the cost of providing that
care, or had public subsidies (other than the local grants), 
that together equalled the costs incurred for TennCare 
eligibles in excess of payments from-MCOs. We understand that 
this would have to be demonstrated in the actual TennCare 
periods. 

Attached Table 2 is a revised summary of the 
TennCare financing proposal that shows a substantially lower 
number for CPE than had been shown in our submission of 
September 30, 1993. This results from the limitations on use 
of Cl?E that are outlined above. You will note that we have 
added a new line under state funding called "Additional State 
Funds Required." That line represents the difference between 
the original CPE estimate and the CPE estimate in the attached 
table. We acknowledge that it will be the State's responsi-

- bility to develop additional revenue sources, which qualify as 
matching funds under current federal law and regulations, to 
replace the funds that would have been supplied as CPE under 
the prior propos~l. These additional amounts could be a 
combination of additional CPE that meets the standards set 
forth above, or additional state appropriations. To the 



Mr. Bruce C. Vladeck 
October 26, 1993 
Page Four 

extent we are unable to produce state funds equal to the 
amount shown on the table, there would have to be a reduction 
in the scope of the program to stay within the reduced 
available funding. In no case would such a reduction reduce 
the number covered to less than 1,400,000. 

We have also modified the previous proposal insofar 
as it: had set aside a reserve fund to cover transition costs 
and t~o assure adequate reimbursement for providers. We have 
refined our thinking in this regard and now contemplate a 
primc:lry care provider fund, to be used to assure adequate 
reimbursement for primary care physicians and others. These 
amounts would be over and above the capitation payments, and 
would be financed by the additional funds appropriated by the 
State to replace the CPE amounts that had been included in our 
earlier estimates. Needless to saYi we would seek federal 
match on this fund only to the extent of expenditures made for 
TennCare eligibles. 

You have also asked that we document the legal 
status of those facilities that we intend to treat as public 
providers for CPE purposes. Page 2 of Table 1 lists each of 
the hospitals we intend to treat as public. They fall into 
several categories: (1) state entities -- there are the 
University of Tennessee medical facilities; (2) county 
entities -- facilities owned and operated by county govern
mental agencies; (3) city entities -- facilities owned and 
opera,ted by city governmental agencies; (4) government 
chartered entities -- facilities established by act of the 
legislature and that are governed by boards appointed by 
public officials. The latter are in the nature of special 
hospi'tal districts and they possess the indicia of public 
entities, although in some cases they have been authorized 
to receive Section SOl(c)(3) status in order to encourage 
contributions from private citizens. No facility sponsored 
by a private non-profit organization is included within this 
list. 

* * * 
We would also like to respond to the two proposed 

conditions that were transmitted to us on Friday by Kathleen 
Buto. 
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Premiums. This proposed condition is agreeable on 
the understanding that it is meant to be applied in the· 
aggregate; that is, that where the aggregate premiums paid by 
TennCare enrollees exceed the State share of the capitation 
applicable to those enrollees, the amount of such excess will 
be deducted from the amount of FFP that HCFA pays to the 
state. It would be unfair and unreasonable to apply this 
condltion on an individua'l basis, which would fail to take 
int:o account that while some enrollees pay more than the state 
share of the capitation, others will pay less, yet the State 
will be responsible for the full balance of the capitation in 
the latter cases. Also, the test should be predicated on the 
full amount of the capitation that is recognized for fed.ral 
match purposes (the cash payment plus the CPE portion). 

Raising the limit on premiums is not consistent with 
the understanding expressed in Governor McWherter's meeting' 
with Secretary Shalala that the. entire scope of the financial 
problem was the amount of CPE counted in the proposal of the 
StatE! then under consideration. Nevertheless, we are willing 
to ac:cept the proposed condition, construed as set forth 
abOVE! . 

IMDs .' It is the State's intent under TennCare to 
contlnue to implement our master plan for services to the 
seric,usly mentally ill. These services are primarily com
munit.y based and utilize acute inpatient services only when 
neceSsary to stabilize the patient. The services are other
wise designed to support the needs of the seriously mentally 
ill in a much less restrictive and less expensive manner. 
While we do not object to a condition which excludes long-term 
hospitalization, we do request that TennCare support acute 
care needs of the seriously mentally ill, at least to the 
extent that the President's health reform proposals support 
acute inpatient mental health services. We understand that 
that proposal would permit 90 days of mental institution 
coverage in a single year. 

* * * 
We are quite anxious to bring the financing issues 

to c:l'Dsure so that we can move forward with the TennCare 
progr,am, and we are pleased that you have agreed to respond 
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to our submission within three working days of receiving it. 
Should you have any questions about our submission, please 
feel free within the three~day period to contact us and we 
will attempt to respond as quickly as possible. 

We understand that you have reserved final reso
lutimn of the question of implementation date, but that 
othel~ise all of the issues that HCFA has to raise with 
respect to TennCare have now been placed on the table. 
We look forward to your response to this submission. 

cc: Secretary Donna E. Shalala 
Ms. Carol H. Rasco 



TennCare 
Fiscal Year 1993 - 1994 

eo. of au Medicaid ServIcea - RIcaJ Year 1882 -1883 
EXclUding N!nI!!e Home Coat and M!cIaa!. Colt Sharing 

PerG8!l!!Q8 01 HoaptJa! Exf!!!!dltW!! to Total M!dICaId Services 

HoapItm Charity ( 61.41" x ~.600.~) 

Certilled PubJIc Expenc!!ur8 PrOjectiOn - ~Ia 

Capi!ated~ 

HoepItaI DIscOunt ( .... 189.aoo 11.300.000 ) 
CharIly • 
TemCare E1Ia!dea 

TennCare CUb Paym8l1l- HoIpUaIs ( .t8 -1282 ) 

HoapitaJa Coal Above Cap Rate ( .18 + 6.4SIMt l' 

,~ 

$1.188.381.500 
: 

$1,900.028,800 

61.49'" 

$366.189.800 
, 1.300.000 

TABLE 1 
Page 1 

October 26. 1993 

$595.500.000 
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TENNCARE 
CE!{fIFIBlPUBUC EXPENDITURES BY HOSPITALS OcliDlll.ra'l8\) , 

6.MAVOLOS 
: ............ PROVIDER PROVIDER CUTE HOSATAL$ COST LESS 

. NtIMllER .~.~-, 'OF PERCENT 11 TENNCARE 21 PAYMENT 11 . RECIPIENTS AlDREaP. - B.IQlBLES - CPE 

044-0003 8UMNER 700.56 0.6~ 8.746 $2,200.136 
OM·~1 &.OUNT ocx.rv 1,14&.08 0.85'" 11,084 '3.608 •• 
044-0016 U. T. HOBPITAL--ICNOXYLLE 8.422.85 8.244M1 81.103 $26,452.203 
044-0023 RHEAOOUNlV 114.04 0.08 .. 1.098 , 5368.182 
044~ 8RADl.£Y MBaORIM. 1.075.28 O.aocMa 10,364 83.316.952 
OM-0031 ttAANMN cnv' . 424.1. 0.,., .. 4,OIM $1.332.018 

'044-G082 WAWI<ItIS COUNTY 285.17 0.21 .. 2.152 _7.482 
044-008S LAFOllET11: COMMUNfIY 248.13 0.18" 2;389 $779.251 
044-0061 MCNAIRY CO GEM .273.&1 0.3* 2.638 i $860,411 
044-C064 WOODS MENOfUAL 283.63 0.22'MI 2,821 $922.163 
044-0068 .lEffER8ON UEIIOfIM. 85.21 0.06\41 820 '267.~ 
044-0057 ClMBOfINS CCUN'fY 348.82 0. ... 3,339 $1.089,188 
044-0069 COOICEVIl.t.E 950.56 O.1OA'4 9,153 '2,985._ 
044-0G80, CfTY OF MILAN 308.38 O.~ 2.919 $971.566 
OM-ooe& JEs8E HOI MMJOHES 674.81 O • .mtI 5,538 .1;806,511 . 

044-CJ070 DECA1\.I1 00. HOSP. 140.45 0.10'" 1.352 ' $441,086 
OM-0073 IMURV fIB1IOrW.. 1.511.24 1.12,q1, 14.652 "'.746,082 
044.:0.. UIIICOlN REGIONAL 289.88 0.211H1 2,191 ., $910.401 

044-0104 ERlAN8Sl 1.371.81 5.4Mb 70.984 $23.151.106 
044-0108 IWI'lIN 251.12 0.184' 2.418 $188,681 
044..Q111 NA$H. METROGENaW. 1,198.25 1.~ 17,296 $6,641.192 
044-0132 HEMWCXUI1Y 338.85 0.25" 3 • .284 $1.084.487 

, 044-0197 BEOFORDCOUNIY HOSP 280.87 0.1" 2.510 t818,656 
044..Q162 Fe MEDC1R-MBtPH18 11.534.08 8.64" 111.oel '38,223.133 
044-0188 U. T.-IIOWLD 628.59 0.46CM. •• 033 .' $1,961,830 
0;44-3006 NASH. Memo BORDEAUX 1.092.10 O.81ftfa 10,521 '3,431.847 

TOTAL $127,091,490 . 

.. ~ ... 1/ Represents listed hospitals' share of total Medicaid days • 

'!:..I Medicaid percentage times 1,300,000. 

1/ . At '$326 per eligible. 
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Balbi .. 
.~ ... 

TennCint QutI COlt 
. I 

Regular PrClGfam (1183 - 12i93) 

PflfrWy Care PrOldder fa/rid 

Long Term Care. AdmlnlatlIIlOn I. 
M1dk:ate 

Orand Total ~eneee . 
SlII8 Funding 

SIal_Cole 
PaUe ... Revenue 
Broad Baead Tax 
t'Af1IUId Publc~u, .. 
Local Gc:MImment 
OIherSt ... 
Nu,."", Home Tax . 
AddItional .... Funds ReQulled 

TOlai State Fuadlng 

f8d8falFwdng 

flUe XIX 

Other Funding 

Charity . 
...•. 

Grand Total Funding 

fllCalYear 
1"'-1984 

1,300.000 

'1.G87.300.000 

'1,200.840.400 

"86.268.900 

M38.688000 •.•. -.-
$383,048.300 

$20.858.200 
$202.178.000 

".546.7~ 
825.000.000 
$77 ••• 700 
$80.300.000 

$186,258.800 

'1.038.151.800 

$2.101.175_ 

$246.182,.500 

13.392.096.300 

TennCare 

1,500,000 

t2.584.500,OOO 

$0 

$110.880.300 

$986,831,000 

$3.741.011.300 

1394,540.700 
$101.082.300 

$0 
$127.091,500 
$52,5OO~OOO 

'159.871.000 
$84 ,000.000 

.170.8110.300 

$1.090,085.800 

$2.213.183.800 

$431.181,100 

13.74'.011.300 

fiacalYear '_-1. 
1,600.000 

t2.713,5oo.ooo 

$0 

"81,548.200 

".033,248.400 

13.844.294.eoo 

$406.376.900 
,,08.138.400 

SO 
$127.091.600 
$55:,25.000 

$184.091.000 
$88.200.000 

$181.&48.200 

$1,144.568.000 

$2.323.822.000 

$475.903,600 

$3.944.294.600 

fl&calYear 
'_-1997 

t.5oo,OOO 

$2.848.600.000 

$0 

! 

$225.902.600 

$1.084.992.400 

.... 159.395.000 -
j 

$418.568.200 
$1 t 1.443.200 

$0 
$127.091.500 

$57.881.000 
$168,301,000 

$92.610.000 
. $225.902.600 

$1.201.797,500 

$2.440.013,100 

1511 .584.400 

14.169,396.000 

TABLE 2 

Fl&calVea, 
1991-1998 

1.500,000 

$2.991.000,000 

$0 

$256,031 ,400 

$1.139.325.200 

$4.386.362.600 

$431.125.200 
$111.015.300 

10 
$127.091.500 

$80.775.000 
$172.602.000 

$91.241,000 
$256,037.400 

$1.261.887.400 

$2.582,013.800 

S662.461,4GO 

$4.386.362.600 

Octobet26.1993 

$12.204.800.000 

'1.200,840.400 

$1.036.627.400 

•• 181.191,000 

'18.623.158._ 

12.033.660.300 
$458.535,400 
$202.118.000 
$571.911,700 
$251.281.000 
$142.834,100 
1442.361.000 

11.036.627."00 

$5,738,4n.500 

$1 '.646.187.700 

$2.239.893.100 

$19,623.158.800 
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NEW PROPOSAL OLD PROPOSAL 
ALL NUMBERS IN MILLIONS 

FY 93-94 FY 94-95 FY 93-9 FY 94-95 

ELIGIBLES 1.3 .1.5 1.8 1.8 
.. "--------_ ................. -- ... -- ........ _-"" ...... _,;;. -... -_ .... -:.. .... ---............... -...... ,;;. ..... _ .......... --------------.............. -.... --... -... _ ................. _ .... 

TENNCARE COST 
LONG TERM CARE, ADMIN, & MEDICARE 

. RESERVE FUND 

2,268.1 
938.7 

89.1 

2,584.5 
985.6 

66.6 

2,658.1 
938.7 

3,058.4 
985.6 

-_ ......... --.. ------ .................................... -_ ... -----.. --_ ............................ -.. --- ---_ .......... ----- ............... ----_ .. _- -------... --....... .:.--

GRAND TOTAL EXPENSES 3,295.9 3,636.7 3,596.8 4,044.0 

======== ==================== ================' 
STATE FUNDING 

l STATE CORE 
PATIENT REVENUE 
BROAD BASED TAX 

383.0 
. 20.9 
202.2 

CERTIFIED PUBLIC EXPENDITURES 248.8~ 

394.5 
101.0 

0.0 . 

383.0 
113.9 . 
303.3 

394.5 
239.3 

0.0 

--"'LOCAL GOVERNMENT APPROPRIATIONS1(~SQ.. ~ ~. IOrt:Ji!:. . 25.0 52.5 
- OTHER STATE APPROPRIATIONS~MJd II '/./..:_ t-P€~) Tl.9""J"2"~ 94.1 193.9 

NURSING HOME TAX ~. 'V //(!12; Cpe;.,.· 80.3 84.0 80.3 84.0 

o THE R FED ERA L FUN 0 I N G ________ : _______________________ . _______________________ :?_J2_(_,_~_~:~~ ___________________ ~~~:_ 
TOTAL STATE FUNDING 

FEDERAL- FUNDIN·G TITLE XIX 
.OTHER FUNDING 

,CHARITY 

GRAND TOTAL FUNDING 

OTHER CHANGES: 

Maximum number of enrollees reduced to 1.5 mil. 
Cap on growth rate will be lower of 8.3 percent or 

1,038.1 

2,107.8 

proposed Medicaid growth caps under health care reform' 
Certified public expenditures by public hospitals 

applicable to care of the uninsured" will be used 
as State source of funds for matching 

1,091.0 1,031.9 1,032.1 

2,380.4 . 
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THE WHITE HOUSE 

WASHINGTON 

eeNP:EBEN'lI:EAf.. i· 

October 29~ 1993 

MEMORAND1iJM FOR DISTRIBUTION LIST 

FROM: Carol H. Rasco ~ 
SUBJECT: Tennessee Medicaid Waiver' 

DETERMINED TO BE AN ADMINISTRATIVE 
MARKING PerB.O. 12958 as amead~ Soo •. 3.2 (c) 

. Initials: ~ ,'DIdo: 'I 5/ ~ L {>'i.: 

It is absolutely critical that you attend if at all possible or 
otherwisi~ send a designee to an informational meeting I have 
called on Monday, November 1 at 11 a.m. in the Roosevelt Room 
where we will be briefed by HHS officials and particularly by 
membersfiom the Health Care Financing A~ministration within HHS 
on the Tlannessee Medicaid Waiver which is currently pending in 
HHS. I have conveyed to HHS my concern that this meeting not be 
portrayed as anything other than what it is:, and I stress to you 
(perhaps to cover myself should this particular inhouse memo be 
leaked): this is an informational meeting only ... not a time for 
decision making; that task of a decision is one belonging to 
HHS. 

Please do not hesitate to call me here at the office (2216) or at 
home over the weekend should you have questions. 

Please confirm your attendance or·that of your designee to 
Rosalyn Miller of my staff (2216) as soon as possible. Thank you 
so much. 

P6/(b)(6)



Distribution list: 

Mack McL~lrty 
Roy Nee! 
Jack Quinn 
David Gex"gen 
George Stephanopoulos 
Howard Paster 
Joan Baggrett 
Marcia Hc3tle 
Alexis He,rman 
Bob Rubin. 
Alice Rivlin 
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TennCare Managed Care Organ,lzations 

Access; •.. Med Plus 

Parent Company: Tennessee Managed Care 
Network ' " : 
Location: Corporate office. 205 Reidhurst 
Avenue; Suite N-104, Nashville, Offices in 
Memphis.' ' 
Experlenc:e: Has coordinated services to ' 
Tennesseanson Medicaid since 1984. 
Extras: $10,OOOlife insurance policy, mil'1imal 
fee dental and vision plans lor adults over 21, 
free over-the-counter medications such as cough 
medicine, a Mo'm-2-B club which offers pregnant' 
women IrEle 9ifts such ,as car seats and 
disposabli3 diapers lor each prenatal visit they 
make.,' , 

Advanta~le, Care 

Parent Company: Phoenix Healthcare Corp. 
Location: Corporate office, 3401 West End, 
Avenue, Nashville. Opening offices in Memphis, 
Chattano!Jga. , ' 
Experience: MCO created in April, 1993. 
Extras: Nurse-staffed, round-the·clock hot line; 
special lun~ to sponsor community proje~ts to 
"Stop the Violence." , 

Affordable Healthcare Corp •. 

Parent Company: Managed, about one-third'
owned by United Management 01 Tennessee, a , 
subsidialY 01 United American Healthcare ,Corp. 
in Detroit. Rest owned by Tennessee investors. 
Location: State headquarters in Memphis; 
NashvillEI district office .. 

, Experhiltlce: Manages HMOs, PPOs in Detroit 
and Cleveland, lor a total 01 about 125,000 
custome'rs, about hall covered by M~dicaid, 

Best Choice 
Information not available at this time. 

Better Health 

Parent Company: PCA Health Plans 01 
Tennes!';ee, an affiliate of Physician Corporation 
01 Am!3rica.., . 
Location: State corporate offices, Memphis; 
national corporate office, Miami. . 
Experience: Operates HMOs in,FI,orida, Texas. 
Parent company in business since 1985; 
Tennessee arm established in Marchi 1993. 

Blue Cross/Biue Shield of Tennessee 

LocatlclO: District office in 'Nashville, home office 
Chattanooga. " 
Experlimce: More than 50 years in the health
care busines.s. 

. Community Health Plan of Tennessee inc. 

Parent Company: Community MedicaiPlan of 
Miami. Tennessee company created several 
months ago. , ", 
Location: Corporate offices ai 511 Union St., 

,Nashville; moving to Briley Parkway. .. . 
, Experience: Miami parent company, established 

in 1990, works strictly with Medicaid clients, 
Extras: Life insurance for each participant, adult, 
dental and vision care, free over-the,counter' . 
drugs, e~ucational and support classes. 

Community Health Systems 
Information not available at this time. 

Compl~te Care 

Parent Company: Complete Health of ' 
Tennessee, subsidiary of Complete Health 
Services Inc. 01 Birmingham, Alabama. ' 
Location: State corporate offices in Nashville. 
Experience: Parent company created in 1985, 
Tennessee subsidiary in 1990. Offers HMOs and 
PPOs in Alabama. Georgia. Mississippi, 
Arkansas, Florida and Louisiana. About 290,000 
customers total. 

Erlanger Family Health Plan , 
Parent 'Company: Erlanger Medical Center 
Location: Chattanooga, TN " 
Experience: Established over one-hundred 
years ago. Provides Level 1 Trauma and High 
Risk Maternity Care. " 

I 

Health,Net 

Parent Company: Health Net ' 
Location: 44 Vantage Way, Suite 300, 
Nashville, TN ' , 
Experience: Established 1984. Tennessee's first 
and largest Preferred Provider Organization. 
Network 01 20 hospitals and over 1,400 
physicians. ' , 

Heritage Natlonai Health Plan 

Parent Company: John Deere Health Care 
Location: 1515 Fifth Ave., Suite 200, Moline, IL . 
Experience: In operation in Tennessee since 
1985. Seven years of experience with a .full risk 
Medicaid program in Iowa. Experience operating 
HMO's since 1979. . 

My Health Care Network 
. Ihformation not available at this time. 



.. 

TenriCar~ 'Managed Care Organizations 

Preferred ;Health Partnership' 
, . 

Parent Company: Preferred Health Partnership 
Location: . " 

. ,Experience: In the managed care business' .' 
since 1985. Network of 1,200 physicians and 26 
hospitals. ' 

Prudential Community Care of Memphis 

Parent CClmpany: The Prudential. Health Care. 
System, Memphis Operations 
Location: ' 2620 Thousand Oaks Blvd .• Suite 
4000. Mernphis • TN, '. 
Experlenc:e: Eleven years experience in 
managed ,care in Memphis area. , . 
Extras: Over the counter drugs. Special 
maternity pr09ram. Health education outreach., 
Studying feaSibility of providing $5;000 term life 
policy for ;all participants. ' . 

TennSource 

Parent Company: Healthsource Tennessee. 
Inc. ':" , 
Location: Two Centre Square. 625 S. Gay" 
Street. S~lite300; Knoxville. TN ' , 
Experience: Managed care and HMO services 
in Knox County since 1986. Largest HMO in the 
region. , 
Extras: $4.00 monthly allotment for medical. 
supplies lind drugs not covered byTennC",re .. 
Discounted adult dental services. ' 

TLCFamlly Care Healthplan 

Parent Company: Memphis Managed Care 
Corporation 
Location: Memphis. TN '. ': . . 
Experience: JOint effort of th~ Regional Medical 

, Center at Memphis. and UT Medical Group. Inc. 

Total Health Plus 

Parent Company: The University of Tennessee 
Medical Center at Knoxville 
Location: 600 Henry Street. Suite 100. 
Knoxville. TN 
Experience: Providing services since ,1956. , 
Experience serving Medicaid and underserved 
populations. Regional prenatal and Level 1 
Trauma Center. . . 

l' 
I 

, 
VHP Community Care 

Location: Nashville' . . , I'. ' 
Affiliation: Vanderbilt University Meqical Center 
Experience: Affiliation with a major medical . 
research and treatment center. " . 
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. "Tennessee Medical Association 
. 230121ST AVENUE SOtJ'tH. PO BOX 1ZO!109 

, NASHV1l..I.S, TeI'4l'Ie.5SEB 3nlZ-09()9 
. '*IONS I&lSl3aS.UllO. FAX (6151 3S3-5918 

'Octobel~ 20, 1993 

'rhe BOllo:rable carol Hampton Rasco 
AS8t.. i~o tha Presd.dent for 

. DolftGstJ.CI Policy 
The WhJ~t.o House 
WD.shin~rton, DC 20500 

Dear Ms. Rascol 

Pa$IDI!X1' 
Charlas W. WHbr, M.D. 

laIlIfilGft 

PRESIDVIT·ELECT 
~ 11. C!WoIIIcn; .It" M.D. 

l.!IwrtllllllbuI'Q 

SECR£1'Aa'WoftEMUR9 
Hal,la Mltchd. M.D • 

McOoI'lllId 

Cllre'l'JIC£Ctmva DFftC£ft 
L. Hadle!; 'MIWIII 

N6lIhvlllll· 

£XECtmV£ DJRECI'OR 
Donald H, Aklwandll' 

NUI\V!IIIJ 

:Snclo$E~d you will find oopies of our 1Il0ct: recent correspondence 
with )'OU and secretary Ghalal.. regarding the TennCare waiver 
appliciltion. Under separate cover we' have forwarded a eross
sectioJ\ ot 1'ennessee press clippings "hi,oh illustrata thQ chaot.io 
situat:lon Which ha.s been caused by the prematura mailing of 
Tenncare ballots to recipients and the likQly shortage of 
partic;lpa tinq providers. 

We understand tbat you will meet with Governor McWherter today_ 
Before any decis10n to grant the waiver' is made, we respectfully 
ask that we be given an opportunity to address our si4e 'Of the 
issue. We are willinq to schedule a meetinq at your convenienQe. 
Thank ~(ou for your consideration in this matter. 

Sincerl!ly, 

d'~tJ rJa 1tftJ. 
CnarlQ$ w. Whit~, M.D. 
Prcu;.idiant 

BOARD OF TR1I5'm1l8 Chbile$ Ed AII .. "!I. M,O, 
CIM. ••• 
RtchGrd M, Pctom:m. M,I). 

Johlllllm ClIy 

Mamohll Oa..,;11 It, C\al!'lclt. M.D 
Klns~port 

'VIe.-a ......... 
DaWI G. QQrliin. M.D, Robe~D. KJrk~trt~. M,O,. 
l<tIolMllo Hemp. ,. 

John W. I.a!~. M,D, BIlrrcttF, Ro:IGII. M,D, 
,'lAllwlllG I'1NklAlla 

MIc~ A MtAdoo. M.D, CMrI .. T. WoinllCli,lII. M,tl, 
Mile" ()OOI;a\lll1l 

'llIurmall L Prlcn20, M.C. 
McMInnv.Qe 

Ptulllp a. Wli;hl. It. M.D. 
MflmPh/t 
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. TenneSSe4~ Irledlcal Asso«::Ja.tlolll 
23Ol2lST AVENUE SOllTH, PO BOX l209O9 
NASlMLJ..E. TENNES5I~ '7Z~ 
PHONIl (S1Gl3aS~lOO .1\t\X (6!$) m.sglQ 

... October 11, 1993 

The Honolrable Carol Hampton Rasco 
Assistant to the President for Domestic Policy 
The White House 
Washington, DC 20500 

Dear Ms. RaISCO: 

I"aE5IDI£NT 
C!Il.Mli W. WhiUB. M.D. 

lcxJngton 

PaESIDENT.£IJ!Cr 
Vlr91 H. CC'OWda. Jr •• M.D, 

I;JJI'CII\OClIUI'G 

SEW1l\R1(·t8WCJRER 
Hoys ~cheU. "' .. 0. 

McOoMld 

aUEF EXEamVE omCER 
L HIIIky WlDISI'N 

~huIIlo 

tJQ1.(;Ul1W Ulrm;roa 
Doo!oId H. AlGoe~d.. 

NOodwIU. 

During the last week, members of the Tennessee Genr:tal As~rnb1y have been literally 
bombardecl with telephone calls from worried Medicaid recipibnts. So have physicians. Patient 
care in many Tennessee Medical Association (TMA) member physicians' offices has slowed 
virtually to a halt due to the sheer volume of these calls. NUmerouS TMA members have had 
to explain to tearful mothers with sick children that the start and mana,ed care organizations 
(MeOs) simply have not provided doctors with enough in.fonnation for them to mm an 
intelligent decision about which, if any, TennCare plans to join. Medicaid patients have, iD 
tum, conVIC}'i~ their concerns to state legislators. 1bese patients are worned that their doctors 
may not be a part of the plan that they choose or that the state chooses for them. 

We believj~ ~i1at these fears are justified. For example, in Ohe :a!ea of tile state, doctors have 
been contalCted by only two MCOs, though Medicaid recipients wc~ asked to Cb.OO3C from seven 
different c:wiers. Wbat win happen to patients who select a network that bas no proViders in 
that area? Piitients who choose networks in which their doctor is not a participant will not be 
able to change plans for a full year. What if 1M few physieians participate in anyone plan? 
The TMA sb:ares these patients' worries .. 

Why are dcxtors so reticent about Tenncare participation? First, beeause of the lack of 
inrormatio~,. We believe this is no accident, rather, that the adniinistration has released 
important data on a piecemeal basis in hopes that federal approval· would be achieved prior to 
the discovc:ry of TennCare's many flaws. The TMA and MCOs ha.ve yet to see the second draft 
of the contract between the state and prospective TennCare carriers, despitcthe administration's 

, 

80A.RD OF TRlISt:US Ch~,to. Ed AU,,". M [) JO~I\ W. L.Amh. M.D. Barrett 1\ RO~II. M.O. 
Chalra\lln JClhn~m eli\! Nllj~vlllQ N~~hv.Ut 
RI'tt/lrd 1\1. ~~r$Il'I. M.[), 

Mw:h.'Ho1I A. Mr.Ad(~. M.D. Chor\lls T. Wom~k, IiI. M.D. Moml· ... '" Oavid It. Camell. M.D. 
KJn9J~1't Mlln~ COCllavlllll 

\IkJII·O.I,. ... 
PhIllip!. Wr1ghl,IU,j.O O~vlcI C;. C.rkl .... M.t). Ro1.l(l1\ o. I<lrxpalr1ck, M.O. llIurman I.. Pq4llCl. M.D. 

~nQ>\\1tkt Mamphls McMll'II\lIIllt I Memphis 
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. ' promise tbat the contract would be available six weeks ago. ntis contract is crucial because it 
, may alter sjJ~nifi¢antly some of the terms of theMCO conltaCU physicians are now being asked 
.to dgn. 

, Physicians still do not bo'ow how much they wUl be p!d t'o~ th~.sem,ces. ?bviously, this a 
crucial pi4~l of information. While Blue Cross/Bluc Shidd (aCIDS) bas provIded a sample fee 
schedule, there is still no information about what the termS of the "withhold" wm be. The 
withhold amount is the key to determininl whether there is adequate cash flow in a medical 
praotice to cover overhead costs. 

I 

. Based upon the scant informadon available, it appc:an that physician· reimbursement will be 
substantially below what is now paid by Medicaid. Such inadequate reimbursement undermines 
previous jOillt efforts by the TMA and tile state to assure access to Medicaid patients by paying 
reasonabl.~ r.ates to primary care providers. In fact, many primary care providers who practice 
in low inc;olitlC, rural, and inner cit)' areas may not be able to keep their doors open. In tum, 
the impact of ridiculously low TertnC'are payments wLU make It ptaeticany impossible to recruit 
physician!1 to practice in underServed areas. 

Physician!; also have objected to the heavy handed. manner adopted by the state and by BCIBS 
in program implementation and contract negotiations. In this context, the phrase "contract 
negotiations" is little more than a joke. The TMA·s effor1S to effed modifications have bctn 
met with &Cant results. Enclosed you will find a copy of our analysis of the Tenncate 
amendments to the Blue Cross Tennessee Provider Network Contract. Please review the terms 
of the BClBS agreement as noted in the analysis, and determine if you· ",ould agree to its term,. 

The·TMA C<lMot advise its members about panicipatJng in T~nnCare or signing any TennCare 
plans. Tile TMA would never contemplate collective economic action by its membership. 
However, wla are afraid that large numbers of physicians will: refuse to partiCipate in TennCare 
for various leasons. finanoial arid otherwise. We also wout~ pdint out that physicians who do 
not wish to participate in the Tennessee Proyider Network may ,delay their decisions until 
November 111 1993, by s~mply exercising the 6O-day notice tor cancellation. It this happens, the 
recent round of franticphol1e catIs will seem inconsequential coriipanid to the chaos that will 
ensue. 

This c:onfusi4JD is regrettable not only because it could have been avoided, but also because it 
will only nntl!osify if Tenncate is implemented on January 1, 1994. PhYSicians are convlnced 
that this QJnfusion will pose a serious threat to their patientS •. BvenPresident Clinton's health 
c.are reform ]pacbge recognizes the need for a phased-in transition period. 

Fair or not, we also are concerned that TennCare will be considered a model for the President'S 
plan because it contains elements of "managed competition," a staridardbenetits package, global 
budeets, a.nd universal coverage. Rightly or wrongly the ~resident's plan probably will be 
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judged by ~ren.nCare·s suooess or failure. Without major ariodifications, including a pbased-in 
impleme.ntaJion. a probation on' the transfer of all financial nib, to bOspitals and physicians. and, 

. adequate plovider reimbursement, Tenncate is at worst doomed to'tan and at best Is faced with 
a protrac:ted and difficult transition with its recipientst health cue at stake. 

Like Governor McWherter, we realize the need for fundamental health reronn, both in Medicaid 
and at the IIlationa11eve1. We stand ready to work with HCPA, the McWherter administration, 

/and the Tennessee General Assembly to develop a viable TennCareplan. 

Thank you for your consideration. 

, ' Sincerely, 

, t!h~;fi tf)~ atJ. 
Chatlea W. White, M.D. 
President: 

CWW/js 
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Tennessee Medical Association 
%30121S't IlVENUI! SOtml, PO 80X 120909 
IoWiI-IVTU..E. TS,NNilSS!E l1212.arMl 
PHONE. (61513$5·2)'oo·",,~ (615) 383-S9IS 

The Honorable Donna Shalala, Secretary 
Departme:nt of Health and Human Services 
200 Indel:>endence Avenue 
Washington, DC 20201 

Dear Secretary Shalala: 

October 19, 1993 

PRaIDIiNT 
CkAII ... W w!'1t.o. M.D. 

L.i!ldngton 

".UID£Jn'·tlu.cr 
VI~I J·t CI'QWI'Ser. Jr., M.O, 

l.l\W!e!!CIIl:n.lrg 

SECIUiTABV·TRWlJRER 
H~YI' MI\c~ell. M.D. 

Mc:Or.m~11I 

CHIEF EXKtmVE omCER 
I .. H.dJoy \WJla~ 

NAJlw!1I .. 

EKECUTn/E tmt.E.ClOa 
00IIl!ld I'i f\le'Xal\dQr 

NlIIlwillc: 

It is the understanding of the Tennessee Medical Association that you will soon be rnald.ng the 
deci3ion with regard to a waiver for the Medicaid pro2ram in Tennessee. We can't emphasize 
enough the importance of your decision and its effect on the health of one-third of our state's 
popula.tion. ' 

The cOIl¢ems that have been expressed over the past; many weeks regarding the hurried 
impiemeMation of TermCare have been born out by the state of Tennessee's recent actions. 
Rathel' ttlan wait for your decision, the state has proceeded to create chaos and confusion about 
a program you have yet to sanction. The Governor specifically blame3 doctors for the flaws in 
his Te:nrrCare program and the clippings we have enclosed for your information indicate that 
non-acceptance in its present form is wide-spread throuihout the state. It didn It take physicians 
to point out problems with TennCare, .youl' capable suffat HCFA has been aware of all these 
proble:mli from the day the waiver requesl was received. Under the current Medicaid laws !:tates 
are required to provide sufficient funding that will encourage providers to participate. With the 
t".lte structure being proposed. tl,e Governor is essentially requesting that you waive this 
requirement. 

The Tennessee Medical Association wants very much to have a TennCare that will work. We 
feel TennCare can work if it is phased in, if competition among managed care organiza.tions is 
put in pLace, and reasonable oompensation to providers js part of the plan. 

80ARD Of 1tRUS11l£$ 
Chlll_"" 
ItIth~Ht M ..., ..... ". M () 
MltlTll1 f1 1f, • 

VIc, •• C:llIlIl'IIu", 
Ob¥!d G. <)qr!t:n. 101,0. 
Kl'lClvllkt 

C1IIVI" E:l A.llelfl. /VI [) 
JnhnlKm City 

Oollid K nQr"O~ MJ). 
Kill!J:Ip(ll't 

Ro~" D. Klr'kjlbll'lrk, Mil 
M!!ll\p"'~ 

J/lhn W, IA-rnb. M,D, 
N",hvl!l.t 

MichAel A; MeAcIo<l. M.I) 
Milo" 

Thlirtnan'l., F'4ldlQO. ~,D. 
McMlnn",lle; 

r.ar~tI Y', I'iO!ll!I\, M!l 
N~~11111114t 

Cl'IarlllK T Wnmll<k, III, M I, 
CaokilVllk! 

Phillip 1:. \AI)1sN, iI. M Il 
M.,,,phi. 
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'Ibis deeisi~::m with which you are faced should be based sole,!y on the welfare of the 1.7 million 
people who will come under the TennCare plan. We have confidence that you win rely on your 
staff's recommendations, and not be persuaded to yield to political pressure. 

We thank you in advance for your careful consideration of th~s far reaching and critieal decision. 

Sincerely. 

1"'\ • ?1Mk W. tJlvi,z /1/-[). 
Chanell y.;. White M.D., President 

CWW/as 

Enc)osurcs 

c: -fhe Honorable Ned McWherter, Governor, State of Tennessee 
Carol Rasco 

P.07 
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HELEN C. BURKS. M.D. 
353 NEW SHACKLE ISLAND ROAD. SUJTE lOI5 

HENDERSONVILLE. TENNESSEE 37075 

615-624-2323 (main nll.l1lber) 
615-~22-3217 (Cindy's line) 

. r FAX TRANSMIT'l'AL 
Ms •. Hillary Rodham Clin$ 202/456-2878 
Hono.nwle Donna Shalala, !Secretary Dept. of Health & Human svces. 

. 202/690-1203' 
To: ~!Ci:a.l Assistant Diana Fortuna - HCFA 202/690-6262 

M57i'aVe:BaMiai1O# ~:rate AdtriihiStrator of CcmmLliti.c:ations 
202/401-2706 

~~'+'~410/966-6511 

From:....... C;nd:t Al i ff 

615/264-4281 

FliX , __ ~ _____ _ (Hospitai Administration) 

P.V10 

oate:_ 10/12/93 ltl2..~f/.J-r f-../.oi) ... !.L: d~tl/"£/~ 
-' -t ~<4~ ID .' . ~~pr 

Number ()£ pages: . _&:" ; :;;r.. 

1. I have previously faxed information to all Of you liating many concerns. 

2. pu1:.ting unfair, deceptive, miSleading,' "bullyingt" and totally 
mlprofessional marketing and public relations tactics by BCl3S't' and the State 
Government of TN aside; the helm; must be adiresseb. 

I :1 

3. The! majority of Medica1d!'l'enncare recipients in this state are individuals 
who are either (or several) elderly, disabled, illiterate, pregnant woman, 
and children. This state has not provided any assistance to these ~le 

. and they are spoken bo .in very abrupt fashions by both sta.te employees aDl 
BCBST eri!ployees. Upon calling the Human services Dept. for information, the 
recipients are told they must contact the managed care plans - who the state 
knows ~e mandated to offer the very same plans andbenef1ts. These companies 
are marketing themselves with deceptive remarks, adding: to an already 
extremel'y confusing and fearful situation. . 

4. BCBS'r is spendirig hundreds of thousands of, dollars in Tv ads statewide 
assuring medicaid recipients they will have 'fthe securit~" card ll shared hy 
over , .S. million residents. 'rennCare must:. issue m cards bec.ause recipients 
(10 Or! a.nd off state funds on a monthly ba~is.: Recipients are not told the 
BCBST "~Iecurit¥ ca"t'd" is useless for the provider a..'1d they will be carxyi:r:g 
two ca:rds, orui! of which will i:lQ of no special purpose e.xt:$pt to get the :ecssT 
In numbi:r - Qt.IB t.iJIrJQ. tbotevEU' , t."lay will have to bring' the ~e ID card 
at QaCn. visit. I 
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PAGE'1WO 
Hill~t.r'Y ~ Clinton 
~Al Officials 

5. The State of Tenn. has not provided any time what so ever to allow pcps I 
or any organizations the means to educate the recipients (which actually 
is not l)ur responsibility anyway). Our practice, is fortunate but only because 
I have jeopardized cash flow with a l:ack log of charges and insurance 
sut::missions due to spending over 200 hours lIeducating-1t myself. other practices 
and fL~ysicians are requesting advice and assistance fram me. 

6. .l3CBSl' is a non-profit insurance OOI'tI);any. Why have they net invested scma 
. tax-free~ dollars to assist in educatiIl1 the re.sidents of this state; as their 
charter states'? Bob Harriman, manager of providQr serviCQs for BCBST, has 
told the local community that BeaST IIpro.tits";;uoa r9turned to the p.;blic 

~ wellf¢lrEl system. So •••••.•. r 'WOnder, why i;;; BCBSr being allowed to "prey" 
on the l..mknowledgable of this state? Even VQry educated individuals come 
to me for advice an.d anstVers on their CMn employer sponsored plana. 

7. T"ne 'IN Cc.u:nmiSS;iot'l9r of Human SVces I ~m.. Robert GrunO'lll, is traveling the 
area holding public foX'\ll'l'ls on THE HUMAN SVCE OEPTS; "MSwers, quest10ns and 
COlllll:1.ents" rEigarin:J t.l-te role, purpose and efficiency of Human Services. l\i'tly 
not 'I'enI'lCare7? Recipients call their case workeI.-s for advice and are told 
"WQ kr:lOt" l1Oth,ing about Te.nnCare, you must: call the managed care plans. n 

8 . Sinci~ September 1, 1 993 1 I have cornmu..'licated to all conce:rnea that this 
has app;~ed to be an elaborate scheI'IE for BCBST and TN Government to shovel 
money from the heolth <are providers to eca."lT "p::x:kets". After all !vlr. 
Harriman M,$ :!5t1id 6-6' admin1stratlve cost is ~tal1" BCBST is retaining_ And 
then th~:re is the "publiC well:tare system" contribution that is made by BCBSr 
fran "p;r.of its". BCB.ST manages the state employees health pla'1.d and '!'CHIP, The 
state program tor high risk int'1i.viduals. 

9. Tennt::are could be a very innovative and progressive program. But until 
this State learns (educates themselves by past experiences or by investigating 
other states· plans) ho\..;r to manage health care funds; I honestly doubt 
shifting federal funds fran the providers into the pockets of insurance 
companies is going to accomplish a thing. Except, BCBST by Ircomering the 
market" stands to earn from the TennCare program an annual il'l.Came of $130-
300 minion dollars- rontingent of course on recipients signed up on Janu.aryr 
1, 1993 and interest income on the capitated fees. 

1 O. BCB:ST has clemar..ded providers to make a decision if wo are going to 
participate in the TPN (state employees and TCHJ:P Pro) by October S, 1993, 
(originally)and has now !roVed the deadline to Oetober 18,1993. As of today, 
EeBST has not provided t.1-J.e "withholds" they are going to acCQSs each re9'ion. 
And havi3 refused to provide me the rei.mbursements for routine/wellbaby, 
oospital. and immunizations_ I will ask aga.i.n, "Who is protecting tile 
pediatric ia.1"JS ?" . 

11. State Officials have not o:rtItOOnted. on the comnn.mi.ty forum. I did :reeei ve 
a reqretful denial fran Mr. Manny Martin .. today (Oct. 11, 1993). 

12~ :RE,P:::lrted in tha Nashville Sanner friday, Oct. 8, 1993: A HCFA ofhcial 
in Nashwille last week uwhlle expresaing di:5IA!1Y over the Tenncare beJ.llot 
turmoil" clearl}" stated the TennC'are waiver approval would not be affected 

. by the ec:mfueion. 'I'he decill$ion is based ontbe plan itself. 
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. PAGE ~'HREE 
Blue Cress Blue Shield af Tennessee 

Thank you for the past opportunitiQS to participate. We w'i:sh EC.8ST the best 
of luck wi.th Ten.tl.CarQ. 

Sincerely, 

PEDIATRI:C CARE, :mc. 
Cindy Aliff 
Office ~lanager 

Helen c. BUrks, MD 

CC: Bob narritan, Manager Provider Relations - :ec:BST 
Her~ersonville Hospital Administration 
Dr. Kenfleth \ili'yatt I Director of Pediatrics 
Dire:ctor iVIa:ry Kennison, HCFA Office of Dem:::lS 
Deputy DirectOr Thomas Kickham, PHD. HCFA. 
Teo.r.iessee Insurance Commi6Sione:r 
Mr. David GregC!ry i Tenncare !.egislati ve Liasion 
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before Tuesday 

face with represenu.i.ive& 'IIi' QIlly N<;t.lr MiU1Cly·V...a.. .. .k .. =t w!.!l·c!· 
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IIJ Colti'nll8d fran page A·, 
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Ii ',.. UA_ I , AD~ .nCFA afficiab "'let'<! in 
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Ht;L.&N c. BURKS, M.D. 

October 11, 1993 

'~3 NEW 5HACKLE ISLAND ROAC, SUITE 106 
HI!NOERSONV1IJ.E. TENNESSE£ ~7075 

Blue CrC)SS Blue Shield of T9l1!lGssee {BCSST} 
Attentic,n: Provider Sar-vice Division 
801 Pi.n& Street 
Cllatt.ancoga, TGl'1I'1essoe 37402 

"cert.i.fied" 

Dear Provider Service Division; 
l<o~~rr-- . . 

~1obA'ffodAi- WI~(M,L .. • . 
After nl.lme'LQU:I lengthy discussions with !lCSST representatives since re~el'nfOlJ"AAL 
our TfN Amendment regarding Tenncare on 8epteml:;>er 10, 1993: and after many c ' 
hours of a,."lal.ysis and S!;ec1f!cally due to BC'BST inability as of this date 
to pro"ide us Wittl very important fir.ancial data (Le., well-baby physicals, 
\'Jell-baby hospital admissions and irnmunizations) needed in order for this 
practice to make an informed decision; we have ccrne to an unfort'Wlate 
'resolution. 

Please accept this certified letter as our official notice that Pediatric 
care,. Inc., aka Helen C. Burks, MD, BCBST provider number 02004934, will 
no longel:" participate as a preferred provider urtder the BCBST TPN contract. 

I ..... ,ould like to take a few moments to attempt to persuade ECBST to take a 
cliligent and thoughtful look at the "treatment" of primary care physicians
especia,lly pediab.~icians. I am enclosil19 a let~ I s1.Jbmj.ttEld to tM Gditors 
of local newspapers several weeks ago in order for the residents of Tennessee 
to unders.tar1d a vert real and legitimate concern for those individuals who 
have co.rnrnitted their lives to the c.are of our country's children ••• future. 
As stated to me by several of BCBST IS c.n:nPQti tors Itpri.m.;ny care is the vi tal 
ingredient in the formula for success to dGoreasehQalth care costs." 

Pediatricians are the PCP's .... ·bo arQ called at all hours of the night; they 
are th,~ :'ndividuals who rid& in ambulances with extremely ill infants to 
rtll!dical centers; they are thQ physioians on call in cCfllffiunity h~5pitals for 
the E.R_ (lQpatronents and nurseries for children whose parent:s ha'.Te not chosen 
a doctar:- to oar ... f;;,r their ahilaren. Pediatricians are the only prlvate 
practit~i.orW)rs pro'Jiding childhooQ immmizati~. The records of 1mmun1zatlons 
and routi:n.e lab procedures are a very inTf::;ortant and at times critical part 
of a childs I medical history. Heal to'1. oepart.ments 'have been unable to follow
up on preventive maintenance. SUre, the services are provlCted but the shear 
volume of patient~ dCJeS not pennit "tollow-up" care or a recall system •. Many 
lab procedl.l.re$ ore duplicated because a high percentage of parents can not 
inform physician;!; if routine ·proceaures havB been performed. '1'v:Jo simple 
exampl= ill"e hernatocrits ana leaCt screening. It is not a secret these two 
test can prevent severe and cosUy illnesses; as well as future learning 
difficulties and immune system defic1encies. ~l employer will not allow this 
practice. t.o "d1sreqard" or "take for granted" these test (as well as sare 
others) have been performed. 

ECBST' S inab1l1 ty to provide the very important reimbursement schedule 
pertainlng t.O routine physicals remains the number one incident which has 
dlscourage:~ us in participating wi.th the '!'PM Te.nnCa:re program. 
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PACE 'Nt) 
Blue C;r()se 'Blue Shield of 'l'Jnnessee 

'Ih:i.~ fi1.1:·adice currently prov1cles services to eight htmdred (800) acti VEl 
medicaid pati.ents. 'J.he cost of prOV1.dlng the routine services is t.he number 
one expen:!:ie fot' this CO'~at1on. If BCBST does not understand or has not 
t:aken the time to consideI this fact, tl".en I ,feel BCBST ficoncernslJ may be 
just a. little indifferent to the philosophies of the TennCare program. 'l1lis 
one s1mple factI in, corrparison to the hugh and, expensive marketing programs 

.. of BCBS"l' 1:.0 af.'{>Elal to TannCare recipients the last few weeks, coocet."1lS many 
in the position or caring for a large number of TennCare patients. 

Finally, afu:...r careful reVie\ll of the 'l'PN agreement I will share with you 
our conclusions. BCBST has solicited an unfair monor;olizeCI. initiative by 
requ:irin,:.1 p.lJysicians to make a decision to -participate' or not within Iii time 
limit without providing canplete financial information. To challenge legally, 
this prGti:::tice simply can not afford to do so. 

Under III, 3.3 of the TPN agreement, BCBST require5 a TPN physioian "to 
maintain admitting pri vileges to atleast one netl.\Ork providl\ilr (hospital)". 
Helen C. Burks, MD is on staff with He:rldersonville Hospital only. Without 
the knowledge of fJendersonville Hospital's decision to definitely agree and 
participate to BCBST's offer for TsnnCare reimbursement, we can not in good 
sound consciousness and affecti va businQSs management accept t.~e terms of 
the TPN 'I't!onnCare luY:len.dmant:. 

pediatric~ Care, Inc. has ~treme conoerns on the. following articles within 
the orig::i.nal TPN agrQQioont; rII 3. 11, 3.12, IV 4. ~, V 5.3 and 5.4 and whether 
these arli.clG8 are relative to the TennCare amendment. 

Also, ;it :i.e Pediattic Care, Inc. IS opinion the follOWing articles of the 
agreement were not conducted by BCJ3ST i and others should he challenged by 
physicic.me ' practicea with the financial means to do so: IV 4.11 , VII 7.1, 
7.2, 7.3, VIII 8.3 , X 1062, XI 11.4, 11.5, a.no. 1L11 ~ 

The as!!lociation between Blue c:ross Blue Shield· of Tennessee ana Pediatric 
Care, Inc. has been a go:x:.'l one. we re<Jret the decision had to l:E ma.de under 
:suc:..~ a mass arrount of confusion and unpredictability. The uncertainty of 
'.I'ennc::art~ and the events taking place at the moment has created an enoI:'l'OClUS 
amount of frustration for all parties ooncerned. 

If any information or situation changes which may allow our future 
participation in BCBST Tenn. Preferred Pro-vider Network (TPU) i we hope BCBST 
will allow us the opp::>ro.mi ty. Please recognhe I if this practice had not 
been put under this thirty (30) day time period coinciding with the TennCare 
recipients: thiry (30) day tiIne period to chcose an MCOi this practice would 
have p-:.lStponed this distressing decision until a more appropriate time.. Our 
inability to provide an informed decision to oor medicaid residoots in our 
oounty could create a "black hole" which would toe· filled up with our patients 
and laa:u:' lost when they disoover tr.ey are unable to obtain the concerned, 
quality pr~j care ~~ey are accustomed. to by their preferred physician. 
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PAGE 'l."HREE 
Hillary Rodham ell.noon 
Pederal Officials 

12. If f~l officials have th.i.=!I little ~ .. it any, t.or the pJblic, 
then hair oanwe be e.:xpec:::t:ed t:o have oonUdenoe 1n Cl1n1:on·.s National Health 
Ca:.ce?? Per~QriallYI I .believe t..l-te 1oo1v:1.ctUals inVOlved in making the decision 

. on the 'l'er.nCcre waiver which has a!tected many, lIWly 'I'ennea~ res,idents 
. should CCXl'Init ~e fI'OID the Cl1nton AQrcl.1nlstraUon to be present. Atleast, 
. to look in'b::l the eyes of }Werlcans who are extremal y disillusioned. How can 

you expe.c:t pubUc confidence in a system which allows non-profit COI:1X>rate 
America and State GOvernment this type of dictatorship???????? 

Thank you for your time and consideration. 
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COMMENTS:: 
Harlan aSked :me to fax you the. following "health examples". 
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Examples .9.f' likely scenarios on children and benefits 

I 

~h and Pbysical Therapy: Currently. a child who is disabled and receiving Medica.id, 
even if not receiving cash benefits, is entitled to recelve all ,the: :'ipee;;lI tlJ.erapy iUlll. pllysk:al 
therapy that the child requires. TIllS is true regardless of the cause of the ,child's 
inlpairments--whether it be from an accident or from congenital birth defects, all are 
covered. Under the Administmtlon's hill, whether a, child who i~ cilg;;tblf'!O will get the 
services needled will depend upon arbitrary line-drawing wb,ich is totally out of the control of 
th(: child and parents and which wil1widenu.i!1t:~ I.hc ability of thI;: child to grow to be a 
productive citizen: ' 

n If tM dl.Ud WM born with the, im,pairment, the child will not be eligible for 
services. Due to advances in medicine and technology, infants born very 
pre'maturely now ;)4fVive, (tS UU l.:hilurt:ll with congenital defects. These c1uldren 
will not be eligible tor the range of services they need under the package--including 
speech, physical and respiratory therapy, : 

o If a child's impairments are the result of an "illness or injury," the child may be 
ellgibl~ for ~ s~l.:h and pJlylSical Lherapy, but only under rules which are nor 
appropriate to children: 

o Th~ plan provides for "rehabilitation" services. FOl' most children in need of 
services. tbey are for ~habi1itation" Q--the child had not previously learned what 
therapy will Teach hlmther. J 

o Any therapy must be reevaluated "at the end of each 60 day period ... AddmonaJ 
periods of ilierapy are covered ruJl.y if function is iglprovina." The impt'ovem~nt 
requirement bars children from receiving services which assure that they do not 
(letieriorate--this is a very significant part of therapy for children with disabWties. 
And. the 60 day review limit is far too short to establish improvement in children. 

Pr\)~thetic :Qevices: Poor children who need prosthetic devices will not receive them. The 
proposed plau includes a long list of items which are covered under "durable medical 
equipment. prosthetic and orthotic services." However, the two limitations mean that 
virtually al1 children can not benefit from this service. First, the "items must improve 
functional abilities or prevent further deterioration in function." Second. this "does not 
include custom devices. II Most children need cu,,'ltom devices. Becau.se it is so easy to 
vIsualize, :me! lalter is likely to be of the greatest interest to the press. And! because these 
benefits will continue to be available to people who are elderly or disabled throu~h Medicare 
and the veteran's healt.lt system, the inequities will be just that much more striking. 
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For example: 

() A child, age 6, il'l riding her hike and slips off the c1riveway into the street. An 
oncoming car is unable to stop and hits the child. Her left leg is so badly damaged--and 
becomes infe:cted--that doctors decide to amputate it. After recupelation, she will gt:li~nt11)' 
be fine, except for her leg. Doctors and therapists agree that once she is fitted with an 
artificial leg, . she will eventually be able to walk again. At the age of 6, she still has plenty 
of growing to do. As she grows, ~he will periodically need a new Artifi~iAl limb Her 
parents, while both working. have combined incomes at just above poverty. Currently, she is 
eligible for Medicaid even though they do not receive allY cash assistauce. Uuder Il~ 
proposed plan. the family will have to pay the cost for her customized leg. This is because 
the plan does not cover customized artificial limbs. They can not afford it. Doctors and 
thern!,i~t~ Jlrt:: worrlr-..cI that the child will be srock. in a wheel chair (which, if not customized, 
would be covered under the plan). 

o A child, age 9, is diagnosed as having a severe scoliosis (curvature of the spine). If the 
dezree of curvahlre is not ::IlTf!~t~c1> Shfl will r.equiTe very expensive--and painf111--spin.ill 
surgery. She will need customized braces muil she tinisbes growing (usually around age 15 
ur 16). Um.1t:r I.b.c; pIau, !She:: hati two problems: 

1. Be'cause scoliosis is congenital, not the result of an illness or inJury, she is not 
entitled to the preventive treattnent-·the brnce •• which would preclude the need for expensi'Ve 
surgery. (Sru~ will, however, be eligible to have the surgery covered by the plan.) 

2. Even if she could somehow get past the first problem, because her brace (like 
virtually all braces for children) must be customized to her body shape, and could do more 
damage if it is not conectly fit, the plan wHl not cover it. 

Examnlgs=oflikdy scenarios on children and co-payments 

While co-payments may usefully deter unnecessary medical visits for those who can afford to 
pay them, they also will very effectively bar poor and near-poor children from receiving 
medically necessary care. 

o A little girl; age 9 months, has been pullins at her ear for the last three days. She doesn't 
want her bottle and is generally cranky. Her mother suspects that she may have an ear 
infection because of her behavior and. because she bas had three previous infections. Slle 
wants to tak(~ her daughter to the doctor~ but can't: she works part-time at minimum wage, 
earning aboul $300 per month. She is paid on the 15th and last day of (he month. Most of 
her earnings pay the rent, she feeds herself and her child on the food stamps s.he receives. It 
is five days until her next pay day. She does not have $10 for the co-pay at the doctor's 
office. She gives her child some tylenol and hopes that she will get better. 
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This factual pattern--for both working parents and those receiving public assistance-
will be so common that it will be hard for the public to believe that it did not occur to 
the. Adltninistration. 

, 
o A little boy. age 1. wanders into a pond. on his grandmother's farm. When he is 
discovered. his body has been floating in the water for some time. After a long period, the 
rescue squad is able to revive the child. but there is no question that he has suffered 
perm.anent ru~urolosical disorders, including seizures. Doctors believe that, with time and 
intensive therapy, he will be able to care for himself and may someday be able to perform 
simple work skills. However, they also tell the parents that it's possible that he will be able 
to do far mo:re than this. The child will need speech and physical therapy four times per 
week for the far forseeable furore. He will also need to take the prescribed anti-seizure 
medication. ~rhe parents' income is below poverty. Now, the child is eligible for Medicaid 
and there are no co-pays. Under the proposed plan. the family will be required to pay co· 
pays for every visit to a therapist or doctor and for every prescription or renewal of a 
prescription. For just one month, with 4 'Visits to therapists/week, one visit to a doctor 
during the month, and ODe renewal of just one prescription, the family will be payiDg 
$175 per month in co-pays just for this one child. While this child Ir'..ny be eligible for SSI. 
even if on cash assista.Dce t the family will still have these high co-pays. 

TOTAL P.04 
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DEPARTMENT OF FINANCE AND ADMINISTRATION 
, STATE CAPITOL . 

NASHVILLE. TENNESSEE 37243·0285 

DAVID L. MANNING 
COMMISSIONER November 4, 1~93 

Mr. Bruce C. Vladeck 
Admin.istrator 
Heal t,h Care Financing Administration: 
Depa~tment of Health and ' 

Human Services 
200 Independence Avenue, S.W. 
Washlngton, D~C. 20201 

Dear Mr. Vladeck: 

r 

NOV - 5 REC'D 

We appreciate your 'prompt response to our 
submissions of last week. We believe that as a result of your 
efforts, ~ost of the issues that hav. been raised c6ncerning , 
TennC:are are resolved or a're on the way to resolution. 

Attached please find our responses to the list of 
pOint.s that you supplied to me yesterday. Concerning the 
finan~ial issues, we have tried in our responses to clarify 
our understanding of the points in your document, so as to be 
sure there is a clear basis of agreement between us. ,The one 
point on which we cannot agree is ,the treatment of patient 

I 

revenues. We have tried in our response to that point to 
explcUn why the, proposed condition is not appropriate. I hope 
aftel~ considering these comments that you will agree with our 
position. ' , 

, I 
, Concerning the non-financing issues, I am confident 

that we can proceed to successful implementation consistent 
with the pOints and conditions that you have raised. I do 
want to stress the importance 'of commencing TennCare 

'implementation'on January 1,1994, for the consequences of not 
doin~J so are far more severe than any likely uncertainty or ' 
disrllption that will .attend implementation on that date. We 
are willing to do anything reasonable to ameliorate any such 
disruption, and will be pleased to work with HCFA officials to 
make the transition as smooth as pos~ible. 

! ' , , 
I hope to be talking with you shortly about the HCFA 

pOints and our responses. I am hopeful that we can reach 
agreE!menton all, outstanding issues by the end of, this week, 

® RECYCLED PAPER, 



Mr. Bruce C. Vladeck 
November 4, 1993 
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and I thank you again for your efforts to bring this matter to 
a successful conclusion. i 

. Attachment 

cc: Secretary Donna E. Shalala 
Ms. Carol H. Rasco v' . 



TENNESSEE RESPONSES TO HCFA 
POINTS OF NOVEMBER I 3, 1993 

Financing Issues 

1. • We will provide Federal Fihancial Participation 
(FFP) at the applicable Federal medical assistance 
percentage '(FMAP) for the actual capitation payments 
made by the State to Manag~d Care Organizations 
(MCOs) for -each 'rennCare erroll~e. 

We understatid this bullet to apply to the cash portion of 

the c~api tation payment to the MCOs.' i The cash portion includes 
I ' : ' 

the guaranteed premium applicable to those enrollees who are 

required: to pay a premium for part~cipation. (As to-the 
. , , 

treatment of premiums, see the seventh bullet below). The 

actual capitation' payments made in c4sh should include the 

local grant funds paid directly to hospitals ($25 million in 

FY 1994). These are cash payments from local tax sources made 
, 

to cover hospital care to uninsureds who ~ill be T~nnCare 

eligible. With this qualification, Tennessee accepts this 

condi'tion. 

2. <I We will provide FFP at the applicable FMAPfor , 
actual expenditures certified by public hospitals 
for TennCare enrollees onl~ to the extent that the 
public hospital is able to document that it has an 
actual expenditure for prov'iding service to a ' 
TennCare enrollee which exceeds the amount paid to 
that hospital from the MCO 'for the cost of providing 
the service' to' that TennCare enrollee. 

This condition should be modified to, cover TennCare 
1 

eligibles, not just TennCare enrollees. We expect the' 

hospit:als to continue serving the uninsure,d even if they have 

,not enrolled in TennCare, and to seek; to recover whatever 

reven~es'they can from these patients, or to, use local grant 
~ - j 

funds. To the extent hospitals are unable to recover their 
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'full cost'ofserving these patients 'from these sciurces, they 

will be eligible to participate in 1::he supplementary pool 
, . 

paymj:mts under TennCare. If those payments are insufficient 

to cover the un60vered costs, the'difference 'in the case of 

public hospitals should be included ln the certified public 

expenditure~category in the same manner as in the case of , 
, 

enrollees. With this understanding, Tennessee accepts this 

condition. 

3. • These public hospital expenditures will be matched 
on an as-incurred basis, not paid as an add-on to 
the capitation rates. : 

This condition is acceptable to Tennessee. It does not 
! 

address the separate question of how ,federal funds for 

TennCare will be dlsbursed to the State. We contemplate 

quarterly grants based on estimates that would include esti

mated certified public expenditures as well as capitation and 

supplementary payments., 

4. 

This 

that this 

I ' 
We will provide FFP at the applicable FMAP for 
actual expenditures for providing services to a 
TennCare enrollee residing in an IMD for the first 
30 days of an inpatient ep~sode, subject to an 
aggregate annual limit of ,60 days. 

condition is acceptable to Tennessee. ' We understand 
i 

proposal is intended to be consistent with the 

President's health reform plan! 
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We will provide FFP at th~ applicable matching rate 
(FMAP and administrative rates) for the actual 
ongoing ~on-TennCare cost~ (i.e. long-term car~, 
HCBS waivers, Medicare cost sharing, administration) 
of the Medicaid program. i 

Non TennCare costs should also :include the accrued costs 

for :services to Medicaid eligibles prior to implementation of 
i 

TennCare for services that will thereafter be provided through, 

TermCare. These payments are subject to reconciliation 

agaiilst actual payments made to provlders. With this under-
, , 

standing, this conditibnis a~ceptable to Tennessee. 

6. • We will provide FFP for supplemental pools only to 
the extent that FFP matches actual State cash expen
ditures,to account for cost~ borne by participating 
providers. ' 

Provided that the ,second condition (relating to certified 
, , " , , I ~' , 

publi.c expendittires)is understood to apply to services for 

TennCareeligibles, this condition is acceptable to Tennessee, 

7, • 
, " ,i 

Premium revenues must be offset on an individual 
basis, not in the aggregate, 'as the State has 

'proposed. Any premium payments paid by ,an 
individual TennCare enrollee in excess of the State 
share of the State's capitation payment made to the 
Mca on behalf of that'individual TennCare enrollee 
must be offset in full against the otherwise 
allowable Federal share of the State's capitation 
payment made to the Mca fot that individual TennCare 
enrollee,' 

This is the one conditionconcelining financing issues 

that we cannot ,accept. We have proposed that premiums be 

treat,ed as state expenditures for matching purposes in light 
, 

of the state's guarantee of those pr~miumsto the Meas. , That 

guarantee'is reflected in the inclusi,on of the premium in the 

capitation payments"with the state ~earingall risk of 
I 
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collection from the enrollees. Treating premiums in this 
i 

setting as an appropriate form of'state match acknowledges 

that they ar~ similar in nature to state tax rev~nues. Given 

this nature, there is no basis for putting a li~it on the 
; 

amount of premiums that can be counted for each enrollee, and 
I 

, , . 
'particularly for reducing FFP. 'when premiums exceed a. certain 

'." ! I, 

level (in this case the state's share!of the capitation 
. I 

payment) . 
'. . I 

This has the effect of penalizing the state for its 

. success in achie~ing responsible participation by thos~ 

·uninsured who are able· to pay a significant portion of the 

cost of their coverage. We are also concerned that pursuing 

this condition is not consistent with.the statements of the 

secretary to the Governor as to the scope of the outstanding 

financing issues. We proposed that any condition limiting the 

use of premiums as state match be expressed in terms of 

aggre~ate revenues, so that premiums recognized for state 

match in the aggregate cannot ~xceedthe state share of the 

capi ta'tion payment. 

Non-financing Issues. 

1. • We are prepared 'to accept the State's' assurances as 
to the adequacy of its capitation rates. At.the 
same time, we will require close monitoring of 
access, patient satisfaction, and quality of care. 
In order to verify that there is sufficient access 
to care throughout the State, we must have suffi
cient time for HCFA review and approval of MCO 
contracts, as appropriate, after approval of the 
waiver but prior to the implementation of the 
TennCare program. tn addition, the State will 
provide copies of subcontracts between the MCOs and 
providers if: required by HCFA for its review. 
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This condition is acceptable to:Tennessee. It will be .·1 " _ 

, . 
i 

our, intention to supply copies of th~ MCO contracts 

immediately upon approval of the waiver, and in fact" they 

will likely be av~ilablefor review even before the approval 

. process has been completed. We would anticipate that HCFA's 
! ' 

review would take no longer than 30 days, and that ifsignifi
I ' 

. I 
cant. concerns are to be advanced that the State be informed as 

I 

soon as possible, We believe this condition is consistent 

with our scheduled January I, 1994, implementation date. 

2,' • Substantial changes have been made in the TennCare 
project, from agreement reached in our discussions 
and actions taken by the State. To confirm our 
mutual understanding of the actual program for which 
waivers may ,be granted, an updated description of 
the TennCare program is necessary, In addition to 
covering eligibility, benefits, and service delivery 
provisions,a revised financing proposal must 
clearly delineate the sources and sufficiency of 
State funding to support TennCare, ' Prior to imple-
mentation, the State must provide satisfactory 
assurance to HCFA that it has adequate State 
resources to support the program as revised. 

We agree that an updated description of the program 

should be provided so that both federal and state, governments 

have a clear uriderstanding of what is covered by the waiver, 
, ' 

, While the revised plan will delineat~ the sources of state 

funding for TennCare, it must be recognized that funding is 

always subject to legislative action, including appropriations 

as WEIll as authorization of particular methods. of revenue 
, . 

generation. To the extent new funding sources will be 

utilized that require legislative action, our showing to HCFA 
j 

will be based on the Governor I s prop?sed sources. Certainly", 
I , 
I 
I 

! ' 
, i 
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the ,state will be able to earn FFP on~y to the extent that it 

can produce the state share in accord~nce with the various 

financing conditions discussed above. : We intend to provide 
, " 

I 

the assurances sought by 'this condition in the manner 

described, which we believe will be sufficient for HCFA's 

purposes. 

3. • Once the final configuration of the proposal is 
clear, we will dev~lop the budget cap that is 
customary in demonstration projects to address the 
growth rate in federal spending related to TennCare. 

The State understands that the w~iver project will be 
- . . ... . . 

subject to the budget ,neutralityprin~iples as defined in the 

Presldent's agreement with the National Governors Associat.ion. 

We believe that TennCare will actually result in cost 

increases that are much less than the increases that would 

have been'experienced had the Medicaid program continued 

without the waiver. We anticipate no difficulty in working 

with you to work out: the budget neutrality test, and assume . , , 

that the 'limi ts of f,ederal increases will in no event be lower 

than t,he limits contained in' our propqsal (8.3% of the rate of 

Medicaid cost increases predicted in the President's reform 

plan, whichever is lower). 

4. • The State will establish an ,implementation date that 
provides sufficient 'time for the'State to arrange 
MCO cont~acts, assure the adequacy of MCO-provider 
networks, set up systems, and complete administra
tive provisions. It must allow time for HCFA to 
conduct appropriate pre-implementation review, and 
for corr'ective ~ctions by the State if appropriate. 

. . I . . , 

This condition is acceptable to Tennessee. As you know, 
; , 

we areplanning,to commence TennCare ~perations, on January I, 
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1994 and believe that all of the necessary arrangements will 

be in place to permit start up,onthat; date. We. will work. 
i 

with HCFA representatives closely to assure their involvement 
i 
I 

in all phas'es of implementation preparation, so as to assure 
, 

their concurrent review and to allow us the maximum oppor

tunity to incorporate feedback and suggestions from them. 

5. • The State will repeat the enrollment plan selection 
process after contracts with MCOs and providers have 
been signed. 

This condition is acceptable to Tennessee. We pres.ntly 

contemplate providing a period of 45 days after waiver 

approval to permit enrollees to reconsider their enrollment 

decisions. We expect that all contracts with MCOs will be in 

place by that. time an~ that the MCOs will have established 

the~r provider networks, so that the enrollees will be able to 

base their decisions on full knowledge of the available MCOs 

and their networks. 

:" .. ~-....... 
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Tennessee Medical Association 

october 20, 1993 

2301 21ST AVENUE SOUTH, PO BQX 120909 
NASHVILLE, TENNESSEE 37212-0909 

PHONE (615) 385-2100· FAX (615) 383-5918 

The Honc.rable Carol Hampton Rasco" 
Asst. to the President for 
Domestic: Policy 
The Whi t:e House 
1600 Pertnsylvania Ave. NW 
Washington, DC 20500 

Dear Ms~ Rasco: 

Enclosed are the TennCare press clippings that we promised in 
yesterdclY I s correspondence. 

Thank y()U for your consideration. 

~, tJl uJitL @ 
Charles W. White 
Presideht 



Tennessee l~edical Association 
2301 21ST AVENUE SOIITH. PO BOX 120909 
NASHVILLE. TENNESSEE 37212·0909 
PHONE (615) 385-2100· FAX (615) 383-5918 

october 20, 1993 

The Honorable Carol Hampton Rasco 
Asst. to the President for 
Domestic: Policy' 
The Whi t:e House 
washingt.on, DC 20500 

Dear Ms. Rasco: 

PRESIDENT 
Charles W. White. M.D. 

Lexington 

PRESIDENT·ELECT 
Virgil H. Crowder. Jr., M.D. 

Lawrenceburg 

SECRETAR~TREASURER 
Hays Mitchell. M.D. 

McDonald 

CHIEf EXEClmVE OmaR 
L. Hadley Williams 

Nashville 

. EXECUfIVE DIRECTOR 
Donald H. Alexander 

Nashville 

Enclosed you will find copies of our most recent correspondence 
with :you and Secretary Shalala regarding the TenriCare waiver 
applica1:ion. Under separate cover we have forwarded a cross
section of Tennessee press clippings which illustrate the chaotic 
situati()n which has been caused by the premature mailing of 
TennCar4a ballots to recipients and the likely shortage of 
participating providers. 

We under/i?tand that you will meet with Governor McWherter today. 
Before ,any decision to grant the waiver is made, we respectfully 
ask that we be given an opportunity to address our side of the 
issue., We are willing to schedule a meeting at your convenience. 
Thank y'DU for your consideration in this matter. 

Sincerely, 

d~«J tJM Itff). 
Charles W. White, M.D. 
President 

BOARD Of 1l'RllSTEES 
Chairman 
Richard M. Pearson. M.D. 
Memphis 

\/lce-Chalnllan 
David G. Gerkin. M.D. 
Knoxville 

Charles Ed Allen. M.D. 
Johnson City 

David K. Garriott. M.D. 
Kingsport 

Robert D. Kirkpatrick. M.D. 
Memphis 

John W. Lamb. M,D. 
Nashville' 

Michael A. McAdoo. M.D. 
Milan 

Thurman L. Pedigo. M.D. 
McMinnville 

Barrett F. Rosen, M.D. 
NashviUe 

Charles T Womack. m. M.D. 
Cookeville 

Phillip E. Wright. II. M.D. 
Memphis 



. Tennessee M,~dical Association 
2301 21ST AVENUE sourn, PO BOX 120909 
NASHVILLE. TENNESSEE 37212.{)9()9 
PHONE (615)385-2100 • FAX (615) 383-5918 

October 11., .1993 
. . I . 

The Honorable Carol Hampton Rasco 
Assistant to the: President for Domestic Policy 
The WhiteHouse. 
Washington, . DC. 20500 . ,.. . 

Dear Ms. Rasco: 

. , 
I 

PRESIDENT 
. Charles W. White, M.D. 

. "Lexington 

. PRESIDENT-ELECT 
. Virgil H. Crowder. Jr.. M.D: 

Lawrenceburg . 

SECRETARY--nw.sURER 
, , . Hays Mitchell, M.D . 

McDonald 

auEF EXEan1VE omcm 
L Hadley WillIams . 

Nashville . 

EXECtmVE DIRECTOR . 
Donald H. Alexander' . 

Nashville 

During the last week,.· members of the Tennessee Gene~· Assembly have' been literally 
bombarded with telephone calls from worried Medicaid recipients. So have physicians. Patient 
care in many Tennessee Medical Association (TMA) member physicians' offices. has' slowed 
virtually to a halt due to the sheer volume of these calls. Numerous TMA members have had 
to explain to k:arful mothers with sick·children that the sta~ and managed care organiza~ons 
(MCOs) simply have not provided doctors with enough iriformationforthem to make an' 
inte1ligent·d~i;sion.about which,if any, TennCare plans to join. Medicaid patients have, in 
turn, conveyed their concerns to state legislators. These patients' are worried that their doctors 
may not be a part of the plan that they choose or that the state chooses for them. 

We believe that these fears are justified. For example, in one area of the state, doctors have· 
been contacted by only two MCOs, though Medicaid reCipien~ were asked to choose from seven 
different carriers. What will happen to patients who select a network· that has no providers in 
that area? Patients who choose networks in which their doctor is not a participant will not be 
able to change plans for a full year. What if too few physicians participate in anyone plan? 
The TMA shares. these patients' worries. . 

Why are doctors so reticent about TennCare participation? First, because of the lack of . 
information. We believe this is no. accident, . rather, that the adminisuation has released 
important data on a piecemeal basis in hopes that federal approval would be achieVed prior to. 
the discovery of TennCare' s many flaws. The TMA and MCOs have yet to see the second draft 
of the contract between the state and prospective TennCare carriers, despite the administration's 

BOARD OF TRUSTEES 
Chairman 
Richard M. Pearson. M.D. 
Memphis 

Vice·Chalrman 
David G. Gerkin, M.e;, 
Knoxville 

Charles Ed Allen. M.D. 
Johnson City 

David K. Ganiott, M.D. 
Kingsport 

Robert D. Kirkpatrick, M.D. 
Memphis 

John W Lamb, M.D. 
Nashville 

Michael A. McAdoo, M.D. 
Milan 

Thurman L. Pedigo. M.D. 
McMinnville . 

Barrett F: Rosen, M.D. 
Nashville 

Charles T. Womack, III, M.D. 
Cookeville 

Phillip E. Wright, II; M.D. 
Memphis 
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promlse that tile' contract would be available six weeks ago. ,This' Contract is crucial 'because' it 
may alter significantly some of the terms of the MCO contracts physicians are now being asked 
to ~ign. ' , 

Physicians stilll do not know how much they will be paid for their services. obViously, this a' 
crucial piece of information. While Blue Cross/Blue Shield (BC/JJS) has provided a sample fee 
schedule, there is still no information about what the terms of the "withhold" will be. The 
withhold amount is ,the key to detenraining whether there is adequate cash flow in a medical 
practice to cover ov~rhead costs. ", 

Based upon the scant information' available,. it appears that physician reimbursement will be 
substantially])~low what is now paid by Medicaid. Such inadequate reimbursement undermines 
previous joint efforts by the TMA and the state to assure access to Medicaid patients by paying 
reasonable rates to primary care providers. In fact, many primary care providers who practice 
in low income, rural, and inner city areas may not. be able to keep their doors open. In tum, ' 
'the impact of lidicuiously'low TennCare payments will make it practically impossible to recruit 
'physicians to practice in underserved areas. " , 

Physiciansalsb have objected to the heavy handed manner adopted, by' the state and by BC/BS 
in program implementation and contract negotiations. In ,this context,the phraSe "contract 
negotiations" its little more than a joke. The TMA~s effo~ to effect modifications have been 
met, with scant results. Enclosed' you will' find a copy 'of our analysis of the TennCare 
amendments tt) the Blue Cross Tennessee Provider Network contract. Please review the terms 
of the BCIBS :agreement as noted in the analysis, and determine if you ~ould agree to its terms. 

The TMA cannot'advise its members about participating in TennCareo~ signing any TennCare 
plans. The tMA would never contemplate collective economic action by 'its membership. 
However, we are afraid that large numbers of physicians will refuse to participate in TennCare 

, for various reasons, financial and otherwise. We also would point out that physici~s who do 
not wish to participate in the TennesSee Provider Network may delay their decisions until 
November 1, 1993, by simply exercising the6O-day notice for~cellation. If this happens, the 
recent round IDf frantic phone calls, will seem inconsequenqal compared to the chaos that ,will 
ensue. 

This confusion is regrettable not only because, it cOuld have been avoided, but also because it 
will only intensify if TennCare is implemented on January 1, 1994. Physicians are convinced 
that this confusion will pose a serious threat to their patien~. Even' Presid~nt Clinton's health , 
care refQrm package recognizes the need for a phased-in transition period~ , 

Fair or not, we also are cOncerned that TennCare will be co~sidered a mQdel' for the President's 
plan because it contains elements of "managed competition, ,,' a standard benefits package, global 
budgets, and universal coverage. Rightly or wrongly th~ 'Presid~nt'splan probably will be 
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, i 

judged by TennC3.re's su~ or failure. Without major mOdifications, including a phased-in 
implementation, a prObation on the transfer of all financial 'risks to hospitals and physicians'~and 
adequate provider reimbursement, TennCare is at worst doomed to fail and at best is faced with 
a, protracted and difficulftransition with its recipients' hea1t1i care at stake. 

I, 

Like Governor McWherter, we realize the need forfundamentalhea1th reform, both in Medicaid 
an~at the national level. We stand ready to work with HCFA, the McWherter administration, 
and the Terme:~see General Assembly to develop a viable TelmCare plan. 

Thank you tor your consideration.' 

Sincerely, , 

a~V.' tUM /liZ). 
Charles W. White, M.D.' ' 
President 

CWW/js , ! 

I 



Tennessee Medical Association 
2301 21ST AVENUE SOUTH, PO BOX 120909 
NASHVILLE, TENNESSEE 37212·0909 
PHONE (615) 385-2100· FAX (615) 383-5918 

The Honorable Donna Shalala, Secretary 
Department of Health and Human Services 
200 Independence Avenue 
Washington, DC ·20201 

Dear Secretary Shalala: 

October 19, 1993 

I, , 

PRESIDENT 
·Charles W. White, M.D. 

Lexington 

PRESIDENT·ELECT 
Virgil H. Crowder. Jr., M.D. 

Lawrenceburg 

SECRETARY·TREASURER 
Hays MitcheU. M.D. 

McDonald 

CHIEF EXECtmVE OFFICER 
L. Hadley Williams 

Nashville 

EXECtmVE DIRECTOR 
. Donald H. Alexander 

Nashville 

It is theunde.rstanding of the Tennessee Medical Association that you will soon be malcing the 
detision with regard to a waiver for the Medicaid program'in Tennessee. We can't emphasize 
enough the importance of your decision and its effect on the health of one-third of our state's 
population. . ': 

The concerns tha,t have been expressed over the past many weeks regarding the hurried' 
implementation of TennCare have been born out by the state of Tennessee's recent actions. 
Rather than wait for your decision, the state has proceeded to create chaos and confusion about 
a program you have yet to sanction. The Governor specifically blames doctors for the flaws in 
his TennCart! program and the clippings we have enclosed for your information indicate that 
non-acceptance in its present form is wide-s'preadthroughout the state. It didn't take physicians. 
to point out problems with TennCare, your capable staff at HCFA has been aware of all these 
problems from the day the waiver request was received. Under the current Medicaid laws states 
are required to provide sufficient funding that will encourage providers to participate. With the 
rate structure being proposed, the' Governor isessentia~ly requesting that you, waive this 
requ,irement. 

The Tennessee Medical Association wants very, much to h~ve a TennCare that will work. We 
feel TennCare can work if it is phased in, if competition among managed care organizations is 
put in place, and reasonable compensation to 'providers.is part of the plan. 

BOARD OF TRUSTEES 
Chairman 
Richard M. Pearson. ·M.D. 
Memphis . 

Vlce-Chalrma'n 
David G, Gerkin. M.D. 
Knoxville 

Charles Ed Allen. M.D. 
Johnson City 

David K. Garriott. M.D. 
, KingsPort 

Rober1D, Kirkpatrick,M.D, 
Memphis 

'.I , 
, 

John W. Lamb. M,D. 
Nashville i 

Michaet'A. MCAdoo, M.D 
Milan 

ThurmanL Pedigo, M.D. 
McMinnville; 

Barrett F. Rosen. M.D. 
Nashville 

Charles T. Womack. III. M.D. 
Cookeville 

Phillip E, Wright. n. M.D. 
Memphis 



The Honorable Donna Shalala 
. October 19; 1993 
Page 2 of 2 

I 

This decision with which you are faced should be based solely on the welfare of the 1.7 million 
people who will come under the TennCare plan. We have confidence that you will rely on your 
staff's recommendations, and notbe persuaded to yield to Political pressure. 

We thank you iii advance for your careful consideration of this far reaching and critical decision. 

Sincerely, 

C'44 u). !Jift !II';). 
Charles W. White M.D., President 

CWW/as 

Enclosures 

c: The Honorable Ned McWherter, Governor, State of Tennessee 
Carol Rasco 
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Localphysi'cians reject TennCare 
• Dispute with Blue 
Cross may leave ' 
some area workers' , 
without their 
preferred physlci~ms. 

proposed TennCare patients or 
drop out of the TPN program. 

By TOM CORWIN " . 
The Jackson ,Sun 

j' ! CrossIBlue Shield of Tennessee 

Tennessee Preferred covers 
aU state employees and 675,000 
people statewide: as well as 
larg~ area employers like 
Milan Army Ammunition Plant 
and Porter-Cable, according to 
physicians. Tennessee Pre
ferred bas contracts with near
ly 200 lPhysicians in Madison 
County 'alone and bas contracts 
with the area's largest healtb' 
care providers - Jackson
Madison County General Hospi
tal and the Jackson Clinic~ 

Nearly all physicians in Mad
Ison County - Including the 
area's largest bedtll care pro
viders - have rejected an in
surance company's attempt to 
force them to take on patients 
of the proposed TennCare re
forms, according to loe,al physi
cian groups. 

The' dispute between Blue' 

jected . the TennC;Jlre amend
, ment. 

Jackson Clinic, repl"esenting 
78 physicians in the re,gion. has 
backed off the TennCare re-
quirement.' . 

Additionally, the Pbysiclans' . 
Health Care Network, an as
sociation of about 70 :indepen
dent doctors has declined, 
member Jimmy Kee, a Jackson 
surgeon, said •. 

"They're saying" 'Take it' or· " 
leave.' And we're saying, 
'We're going to leave iit,' .. Key 
5aid. "I don't kriow of anybody 
I've talked to who ls going to 
stay in. We're not;, l'esigning 
&om TPN. Blue CrollIis forcing 
us out" 

Efforts to reach Blue Cross 
on Friday for comment were 
unsuccessful. 

Jackson General has taken 
the position. that its' contract 
with Blue Cross for TEmnessee 
Preferred is. still valid despite 
refusing· to be part· of 
TennCare. 

Jackson Clinic Admi:nistrator· 
Carl Rudd said the clinic'
which also operates clinics in 
Henderson, Alamo, MUan and 

, Humboldt -' is 'refuiling the· 
TennCare admendmeilt to its' 
contract, and the next move is 
up to Blue Cross. . 

TennCare is Gov. Ned M~ 
Wherte ... s proposed nlform or" 
the Medicaid II)'8tem. a Joint 
federal«ate program that COY
el'l primartb' the poor and die
abled.' 

. and area physicians may ulti
mately leave those area em
ployers that depended on Blue 
Cross . without· the physicians 
their employees rely on. . 

Blue CrossIBlue Shield had 
hoped to coerce physiCians and 
hospitals to take on TennCare 

,patients by mandating that 
those in its Tennessee Pre
ferred Network take on the 

But that strategy has appar
ently, backfired because Jack
son-Madison County has re

I 
PleaI:' see MOST, next pege 

·TeDllCere proposes to take 
the state', 1 miUton Medicaid 
patients, . alona with up to 
775,000 UIliDaured people, aod 
contract with private Insurance 
companies like 81u8 CI'OIS to 
provide their health Insurance. 
thOle eompanlea In turn would 
contract With hospitals, physl
elana and other health care 
providei'll to· actually treat the ' 
patient&. 

. McWherter reeentl, called on 
doctors to support the program 
and both state and Blue CroSl 
4ftlclals have said recently they 

. ltelleve the state'. doctors will 
sign up. 
. Tenneare tlatin awaiting ap
proval from the federal govern
ment after questions were 

,raIsed about how the program 
will be ftuanced. McWherter 
bas aaldhe remaina confident 

it will still be approved. State 
officials have moved ahead 
with implementing the program 
anyway, sending out ballots to 
the atate'. Medicaid· patients 
aaldng them to choose one ot 
the health care companIes. 
. Area ph)'aieiana and hospl
tall 117 the reimbursement pro. . 
pOled by Blue Cross for 
TennCuewas about 40 percent 
or their cb8l'lel and would not 

" even cover the costa of care. 
: "Many of UI are having to lay, 
'I can't do this because It ·won't 
cover our overhead,' ., Baid Dr. 
Mickey McAdoo, a MUan family 
practice doctor. 

I 

i 
i With large employel'l Uke 

MUan. Army Plant provtdlng 
McAdoo and his clinic anum. 
ber ot patients through the 
Blue Croas plan, the contract 
altuaUon with Blue Cross is 
threatening to "drive a wedge 
between patient and doetor" 
McAdoo said. "Most of the;e 
people are Sitting back saying 
TennCare doean't affect (But 
because of the dispute) ..• 
the,'re belDi draged into the 

middle of the situation.:' 
,That's how it felt to Sandra 
~uller of' Cedar Grove, who 
works at Milan Army and 
Mildred Lipscomb of Milan 
who believes she is covered by 
Blue Cross at her job at Wilson 
Sporting Good~ in Humboldt. 
. ; "It's gOing to hurt a lot of 
people. I think." Lipscomb 
said. Fuller said she doesn't 
know how it will affect her fel
low employees. 

. Besides the payments, doc
tors complain that Blue Cross 

. will not tell them how many ad
ditional patients they might get, 
a concern for small-town family 
practice doctors, McAdoo said. 

,"Not only is Blue Cross say
ing, 'You have to see every
body,' but 'there is no limit on 
the number of people we will 
s~nd you,' .. McAdoo said. 

I 

... " - .... , . ..:. 



GROUF' F'e ; ilZl-18-93 llZl:41ZlAH 

TENNESSEE 

POLL 

Have you heawd of TennCare? 
( Ves . : . 75%] 

I No 25% i 

Is TennCare a good Idea or a bad Idea? 

[GOOd Idea 

[ ~~d Idea 170/0.1 

I Don'tjno~'1,,--_-----'2=6;.,;.0/0"""" 

Will TennCnre coat the atate more money? 

[Ves 
I No 

1 Don't know 

From Page 81 

'Poll 

200/0 \ 

65% \. 

ltc'S beltefthat TennCare will ' 
cost the state more to 8 lack of 
deuHled information about the 
program and bad experiences, 
with other government pro-
grams, 

The survey q,uestions about He said the state baS proved its 
TennCare were lIlc1uded in the ability to cont8.in coSts by sue
most recent Tennessee Poll. cessfully dOing so with the 
which is conducted regularly by health plan serving state em· 
the University of Tennessee for ployees.· . 
Tbe Commercial Api)eallmd the But Dr. Charles White, presi· 
Knoxville News-8eIltinel. The dent of the Tennessee Medical 
poll has II margin of error of plus Association, said Tennesseans 
or minus 3.S percentage points. are right to anticipate higher 

State and health cllre officials costs.' 
said they were u:o.sl1rprised by "It would requite 'more funds 
tl,\e poU's results. to do it pro~rl)'," he said. . 

State finance commissioner The pubhc's expectation that 
David Manning said residents' TennCare w111 .cost the state 
support for the TennCare con- . more 1s predictable and on-tat
cept is "very en(!ouraging." get, said Lamar Jackson. 8. vice 
though expected. president of the Tennessee Hos-

"When you get outside the pro< pita) Association. . 
vider community, ·th~:re is broad .. A more interesting question:' 
support," he sald. he said. "is. 'Where is tb.e money 

Manning attributes the pub- g01ng to come from?' .. 

C A· -,'~ - I t - 9..:), 
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:Doctors ,sting 
state director 
on, TennCare 
By Ed Cromer 
Barlnet' Chief Political Writer 

Picture Utis: The state'Medi'.:aid direc
tor,accompanied bya blueg.-ass band, 
explaining to, a roomful of skeptical, if 
not outright hostile,doctors Nhy it is a 
good thing that their M-:dicaid patient 
fees will be squeezed by 'I'ennCare. 

That was the, sCene, more or less, as 
Medicaid Director' Manny Martins de
fended the state's proposed health care 
reform program Tuesday night to the 
medical staff of HCA Donelson Hospital 
in a question-and-answer session at the 
Marriott hotel. 

Martins,at ,times diJfficult to hear, 
above, bluegrass muSic c10ming from an 
adjoining banquet room" acknowledged 
there has been a great deal of confusion 
as a result of the state's mailing Medic
aid recipients a "baUQt" for selecting 
managed-care organizations under Tenn-

t 

'I understand the pressu're it puts 
on the health care system. But, 

believeJI1e~ J .' 

(:are - before the program has been ap- program in which hospitals with heavy 
proved by the federal go~rn~ntand Medicaid caseloads receive funds supple
before doctors and hospitals have decided menting the regular, reimbursement 
in which organizations they will partid- rates of Medicaid. ' 
pate. : A little more than 1 million Tennesse-

But he said if the state has to delay ans are covered by Medicaid, the feder
implementation of the cost-saving Tenn- allstate health insurance program for 
Care initiative, planned for Jan. 1, major the poor. TennCare, the proposed reform, 

, cuts will have to be made in Medicaid., 'would cover not only the Medicaid recipi-
"The confusion is nowhere near what ents, but other ,Tennesseans lacking 

it will be if we have to make cuts in this health insurance. The first-year cost of 
program," Martins said. : the program is $2.9 billion. 

The state ran a legal notice in a J':Iash- But Dr. Martin Wagner, a neurologist, " 
ville newspaper in late September clear- predicted the cost will jump to $4.2 bil~ . ' 
ing the way for $482.4 million in emer·' ,lion in 1994 and asked Martins where the 
gency Medicaid reductions, the bulk of 'money would come from; 
which would come from the Medicaid, 
Disproportionate Share Adjustment, a Please see TENNCARE, page A-2 

I 
!, 
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TennCare:' 
'It's easier to tax 
hospitals, doctors,' 
than tobacco' 

\-: 

trus is a tobacc~producing state. '. 
"In other words, responded Bird

well, "It's easier to tax hospitals 
and doctors than tobacco." , 

Dr. Alan Bachrach, a neurolo
gist,told Martins he has a Ph.D. 
and an M.D. degree and asked the 
director what he "and Hillary Clin
ton" think the physician is worth 

• Continued from page A-1 ' per hour. ! • ' 

"I disagree with you," said Mar- "The market place ought to de-
tins, contending that under'Tenn- termine what· you're worth an' 
Care. with a managed~care ap- hour, not me or any other govern
proach emphasizing prevention. ment official," replied Martins. 
the cost will rise nothing like Wag~ But the murmur that rippled 
ner's prediction.' through the crowd, and subsequent ' 

"It wi~. You will see," the doc- comments, made it clear many felt 
tor replied: " the government: in effect, is mak-

Physicians at the meeting ques- ing a determination. , 
tioned whether TennCare's $25 ' " One of the biggest complaints 
penalty for a non-emergency use of health care providers have made 
a hospital emergency room could about TennCare is the potentially 
be collected fro~ much of the pre-, dominant role to be played by Bl~e 
sent Medicaid population. Cross/Blue Shie~d, which already 

Physicians also expressed re- ',has sta~ewide preferred-provider 
sentment that health care provid- ' organizations ~nd is well-posi~, 
er's are expected to contribute, a '. tioned to compete for TennCare 
substantial chunk of TennCare's patients., Physicians particularly 
funding :- whether through, the are displeased with the fee sched
currently proposed "charity care" utes offered by' Blue Cross; and 
deduction in their fees, or through ; many havecorpplained ,bitterly, 
a tax on hospitals and doctors that about the health'insurance giant's ' 
Gov. Ned McWherter has said he "ultimatum that ,physicians in its 
win recommend' if the federal gov- Tennessee Provider Network must 
ernment forces ~he state to put participate in T,ennCare or drop 
more hard cash into the program. 'out. ' 

"You don't tax a product to re- State Rep. John Arriola, D-
duce its cost," one physician called Nashville, has said he plans to in-' 
out. . troduce legislation next January , 

Dr. Ben' Birdwell, observing aimed at blOCking Blue Cross from 
that a large portion of Medicaid linking ,other preferred-provider 
patients smoke, asked why there organizations to TennCare partici
was no anti-smoking element to pation. Rep. Ben West, the Nasb
TennCare. Martins said heboped ville Democrat who arranged the 
that TennCare, by assigning a ,meeting with Martins, asked the 
'''gatekeeper'' physician to oversee 'director about the issue. . 
services for each patient, would "I don't believe the state sJiould ' 
'enhance opportunities for patient' , step into the private sector and try 
c~ounseling on the subject. The di- to tell Blue Cross/Blue Shield or 
rector said a tax on tobacco was an any other provider who they should 
option that could provide limited hav~ in their networks," Martins 
TennCare funding, but he noted :;aid. ' 
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Doctors, patients 
frustrated, upset 
byTennCar~ pJan 
By Mike Wilkinson 
, • News-SentIneI staff writer " " The doctors are 

just inundated with As Tennessee's leaders chase a 
solu.tion to the stilte's hemorrhag- ' 
'ing, Medicaid program, the poor 
are scrambling to figure out just 
whct will mend their ills if Tenn- ' 
Care begins Jan. L 

calls. The patients 
are confilsed and the 
doctors are 
frustrated. "i ' Maybe more' frustrated with 

the proposed system, however, 
are the doctors who must provide 

Sonnie Bridgport 
Executive vice president of the 

Knoxville Academy of Medicine tbatcare. ' 
" I , ,Medicaid patients are filling 

phoile lines, trying ,to find out if 
, their. physicians Will be part of the pverholt. He is president-elect of 

varipus managed care organiza- the Knoxville Academy of Medi
tions (MCOs) that hope 'to be cine., "You would never sign a 
Teni;tCare providers. , note if you didn't have an amount ' 
, When they call, however, the ' in it." 

patients are finding the doctors Tennessee doctors have long 
,aren't signed up. 'complained about TennCare, say-

"'ll1e doctors are just inundat- ing its hasty implementation will 
ed \lrith calls," said Sonnie Bridg- cause too many problems. In fact, 
port, executive viCe presideritof physicians' ,concerns' brought to 

,the Knoxville Academy of Medi- ,Washington are credited with 
cine. "The, patients are confused' helping to delay federal approval 
and the doctors are frustrated." for TennCare. 

, For physicians" the reason is Some of doctors' biggest ques-
simple: They're being asked to tions' about TennCareswirl ' 
sign a contract that doesn't have around Blue Cross Blue Shield of 

,all the necessary infonnation., Tennessee, the state's largest 
'''It means you can't sign a con-. health insurance carrier. BCBST 

tract. if you don't know what the handles 40 percent of Tennessee's 
contract says~" said Knoxville al-
lergy,and immunology Dr.,Robert Please see TENNCARE, page A10 

TennCare 
Continued from page A 1 
private insurance plans, with be· 

, tween. 75 ,and 80 percent of the 
state's physicians,Mlonging 'to 
BCBST's various programs. ' 

To 'encourage 'physicians to 
join theirTennCarE~ package, 
BCBST has given' thE~m a hard
edged ultimatum: ,Either join 
TennCare or lose our Icommercial 
business, too~ 

Doctors, including Overholt, 
call the tactic blackmail. ' 
, The doctors, ,however, also 
know that the carrier hasn't - or 

can't - answer'their most press- eral funds on TennCare. Doctors, 
ing questions. If the TennCare', feel that is hurting the process, 
plan runs out of: money, the doc- putting too much pressure on' 
tors' - many of whom heavily them. 
rely on BCBST payments -, may "It's hard to have a contract 
be responsible for providing care when it's (TennCare) not even 
anyway. , " ' d "B'd rt 'd 

Doctors are also worried how approve, n gpo Sal. 
many TennCare patients they . Medicaid patients received 
may be forced to accept. Doctors packages from the state recently 
must decide within the month on that asked them to pick whicl'l 

MCO they wanted. The. MeO 
whether they plan to join the would be the conduit between the 
Blues' TennCare plan.' If ,they 
don't 'do anything, they'll be in- former' Medicaid department, 
eluded in the BCBST provider lisL doctors and patients. 

As an important backdrop to : Gov. Ned McWherter pro~ 
the doctor~health plan negotia- pqsed TennCare earlier this year 
tons: The state hasn't secured the as a much cheaper, more fairver
necessary-approval to spend fed- sion of Medicaid. 
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.... What some area doctors are saying about TennCare . '. 
"I don't think TennCare has enough 
money behind it. TennCare is going 
to be a real foulup. But I will partici-
pate in it." . 

Dr. Joseph Zuckerman, 
pedlatrfclan 

, ". 

. cause of poor nutrition, often smok- . 
ing, drinking and poor prenatal care. 
All the plans assume you're dealing 
with healthy people and they budget 
very little money for the actual care," 

probably will close. You can't opera~e 
on less money while everything else I 
continues to go up. Rent's not being! 
pqid by the state or by these people . 
(on Medicaid). It's still there. Salaries 

Dr. Sharon Farber, neurologist aren't going down. Doctors, too, are 
havin~ to insur~ their employees; ,so 

"I definitely do think doctors saying .' '~This is a very underfunded system b~neflts are gOing to fJo up. 1 don t . 
they will not participate in TennCare and there's a lot of education that think they ve thought It through . 

. . is a serious threat. I've been talking to needs to take place before this sys- . "But,' will play in. Te~nCare. ,I ~ave 
an acquaintance who's ~ family prac- tem can ~ork. My position is to wait... __ nocholce.1 m a mlnon~y phy.s.,c'~n 
titioner and he says the amount - .. and see If they get the waiver and if an~ I already see ~ lot of Medicaid . 
T ennCare would pay him would only there are more details about . patients because In Chattanooga a 

, cover about three-fourths of his actu- TennCare. Then you can really make, lot of minorities are on Medicaid and 
al cost, let alone any sort of profit. Soan intelligent decision. . ifyo.u don't see them, it's like,you're 
they're going to opt out. I think the "But right now we think it's not a fair turning your ba,ck on the people you 
governor must figurethe threat of los- system and it's being implemented in went to school to help." . 
ing those TPN patients (state employ- a very haphazard manner. There's a . Dr. Cassell Jordan, pediatrIcian 
ees) from Blue Cross is going to drive Jan. 1 start-up date for it and patients'" ". ..'. , . 
doctors into taking TeonCare pa- are calling and asking what plan are .... " ...,...,. '.'. 
tiE?nts.l3ut I think he's wrong. u· '. you on and we have not even gotten . A lot of p~ople are thinking about " , 

. Dr. Michael Kosanovltch.:. any information from anybody. That, Just dropping TPN (tche st)ate employ~. 
P

athologist doesn't give you a verY confident or . ee plan tied to Ten~ are. See, Blue 
__________ ........ _~ , good feeling about it.' '. Cros~ ~as a lot of different plans and.' 

, TPN IS Just one of them. . . 
"This current reform is insane. They • 
expect you to take car'e of twice the .. 
number of patients'for half the 
amount of money. And some of the ' 

. plans l'vetieard have just really , . . 
'. k' I' 't t' th 'Th wac y Imr a.lons on ... emoney .... at 
. would mean the people would .get no 
. care, in essence. ' . 

.. "Plus, you have to realize that 
"when you're dealinQ with low-income 
people, you're dealing with a popula
tion that has a higher amount of . 
health-care-related problems be-

Or. lonnie Boaz III, "Doctors basically are slow to an-
. , gastroenterologist' gar ... but when things ge~ to this. 

"TennCareis underfunded'and that's 
why it means worse care. I couldn't 
get 60patients inthere a day to make 
my overhead. !, don't see how any-" 

. body can see 60 patients a day'and 
. give good quality care~ It just doesn't 

seem possible. You're going to not· 
ask a question or not look at some-
thing. .' 

"It means a lot of doctor offices 

point, that's when doctors start see~ 
log commonality. They would have 
ignored the,TennCare situation com
pletely.1t would have been an aca- ' 
demic'jssue. Butwhen:Blue Cross~ . 
said, 'We're going to get these pa-,' 
tients and every one of you ( doctors) 
is goin9 to take these patients, that's 
revolutlonary~" . 

Dr. Henry Francis, obstetrIcian ' 
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Ull1prepared for TennCare 
10,000 doctors, 
but ~Nho'swhere? 
'B, TAMJ.IIE SMITH 
_lAKlA' DAUGHTREY 
Sttt/f Writ"'':t , 

Annette Easter mailed in Iter 
Tennean~ ,ballot two days after 
she got il,thinId.ng the sooner she 
chose fn)lft among the 10 plans 
being o!~fered. the better her 
,chances o( gettlngher first 
choice. 

"I looked at the mue Cro:ss
Blue Sltleld brochure. It _said 
there wi~ 10,000 doctors, and 
you could have the doctor of your 
choiCf~" 

Ea&er figured the pediatrician' 
who's been seeing her nve chil
dren (or the past nve years, Dr. 
Helen Burks.,' would be among 
those 10,000 physicians. 

She figured wrong. and she 
feels misled. ' 

'"TI:1,ey':re nol telling you your, 
doctor might nol be taking this," 
compl:ained Easter, who called 
the state to try to change her 
ballol '1bey told me to talk my 
doctor into trying to take the plan 
1 took." 

Easter is among thousands of 
Medicaid recipienls' thrown into 

, contusion two weeks ago when, 

Rea Perry • Staff 
Carla Thomas, right, and son Trent watch as nurse Thea 
Murray gives a checkup to daughter Tajsza, 3 ,months. 

the state mailed' out TennC3re 
packets that asked, them to 
choose among the different man·, 
aged<are o~lzations. or MCOs. 
under the state's new Tenncare 
program. , 

Gov. Ned McWherter hopes to 
have Tennca:re in plaCe Jan. 1 to 
replace Medicaid and slow the 
spiraling growth in Tennessee's : 
health<are spending. 

Under Tenncare, managed-

• Tum (0 PAGE 12A. Column 3 

,A propoullat 
health (a'. reform 

'. Managed
care orga-
nizations 
practicing 
s a I,e s 
pitches: 
features of 
s 0 m e' 
available 
plans de
tailed, on 

.12A. 

TennC3lr4~ question: How can I find "my' ~octor? 
FROM PAGE JA I 

, care companies 
will 'coordinate health services for the poor and 
disabled. Right now, patients are free to go to 
any doctor they choose as Pong as the physician 
accepts Medicaid. 

Before Tenncare can be{~n; however, federal 
approval is needed. The state wants the federal 

. government to allocate to TennC8re the $2.2 
billion that would ordinarily go to Medicaid. 
Questions about financing of the program have 
delayed that approval. but McWherter said this 
week he expects approval soon. ' 

Meanwhile, the state is proceeding as if ap
proval 'is, a given. The Packet mailed out to 

Medicaid recipients inclUded g10S5)' brochures At least. ~ot' yet 
on the MCOs and ballots to be turned in by Nov, 
I, but lacked the main infonnation mOst folkS 
wanted to know, 1 

"People want to know which plan their doctor 
is in." said Thea Munay, whose 4-year-old 
daughter and l8-month-old son get Medicaid ben· 
efits.. Munay has worked in a doctor's office for 
two years, but says that doesn't give her much or 
an edge in deciding which plan she should 
choose for her children. 

Her ~. patients are confused; too. ' 
"A lot or our patients are thinking they 'should 

chOOse Vanderbilt since Dr. [Barbara) Stephen.,> 
'see; patients at Vanderbilt They're thinking 
she's under the VaRdy plan. and she's !lot" 

Stephens. a pediatriCian who see; a 101, of 
Medicaid patients. is' like a'iot of' physicians 
dB;atisfied with the reimbUrsement rates some 
of the plans are offering. She's devoted to' her 
prorC$ion and her' patients. she said, but can't 
work ror rree. 

"I'm real concerned about Whether I'll be in 
: business Jan. I when Tenncare comes," said 

Stephens during a recent conference on provid· 
ing health-care services to the underprivileged, 

"Under some of the contracts coming across 
my desk, I will be barely compensated. The 
rates they are talking about don't make it worth· 
while .... 



Doctors deluged 
by TennCarecalis 
IJEd Cromer 
Ind Bill Snyder' 
Iann« Stat! Wliteno 

At times this week doctors have 
lad so many calls from Medicaid 
)atients asking about Tenncare 
hat sick people couldn't I~et 
brough. ' ' 

In parts of the state, especially 
he Knoxville area, legislator.s also 
lave been bombarded withph(liOe 
:ails. ' 

In Columbia, officials of Maury 
tegional Hospital decided to take 
lut an ad in the local newspaper 
e1ling Medicaid patients, in effect: 
7lish we could help, but we don't 
.now any more than you. , 

The c6nfusion started when 
rennessee's Medicaid recipients 
'eceived packets of i~formati,()n 

ver the weekend about TennCare, 
Ilcluding a "ballot" listing tbe 
nanaged-care organizations ~at 
,re, to serve a particular regloill. 
'eople on MediCaid' must pick 1)y 
{ov.1 the organization from whic:h 
hey prefer to receive their heal~h 
:are services, or else the state Will 

elect one for them. 
"They are scared.' They don't 

.now what to do," said state Scn. 
erry Cooper, D-McMinnviUe, who ' 
.as received several calls from 
lOrried constituents. 

"In some places,". said Mark 
:reen, executive director of the 
'ennessee Medical Associatioil, 
the volume of calls to physicians' 
'ffices has just about ground bus i
,ess to a hall" 

One of those pIaces is Fayetlt.e
ville. " 

"Monday, our switchboards 
were absolutely jammed," said Ur. 
Fred Ralston,' one of eight phy.si
cians in the Fayetteville Medical 
Associates group. "It almoSt halt:ed 
the medical business of this offiee. 
People with illnesses and medical . 
emergencies could not get. through 
to us because of the brochures 
mailed out prematurely by the 
;;tate." 

Medicaid is the government's 
;,ealth insurance' program, for the 
poor, ,funded 32 percent by the 
,tate and 68 percent by the federal 
government. The cost of the pro
gram $2.8 billion in the last fis
::al year has been increasing 
'lbout 20 percent a year. TennCaj~e 
is Gov. Ned McWherter's plan Ito 
::ontrol costs through a managed
::are approach emphasizing pr'~-
venuve care. . . 

,The program, which would re
place Medicaid if approved by the 
federal government. is scheduled 
to begin Jan. 1. Besides Medicaid 
,patients, it would offer coverage to 

. Tennesseans laclting health insur-
ance, with those aboye the poverty 
level required to pay premiums on 
a sliding scale. The state is not yet 
trying to sign up the uninsured; . 
though. 

State officials have acknowl
edged that the mailing of ballots to 
Medicaid patients - before feder
al approval of the program and be
fore organizations and providers 
have signed cOntracts is creat
ing confusion. But they argue it 
would have been even worse had 
they waited and still tried to im
plement the program by Jan. 1. 

A decision by the federal gov
ernment originally had been prom
ised by Sepl 17, but unresolved 
hinding'issues ,cctused a, delay. 
State Finance Commissioner Da
vid Manning and state Medicaid di
rector Manny Martins met with of
ficials of the federal Health Care 
Financing Administration, the 
agency that oversees the Medicaid 
and Medicare programs, for three 
dayS in Washington last week. 

Feds in Nashville 
'And HCFA officials were in 

Nashville TueSday and Wednesday 
,this weck to, continue discussions. 
The decision, whicb ultimately 
rests with the White House, is not 
expected before next Tuesday. . 
, One federal official, while ex
pressing dismay at the "turmoi.l" 
througb which Tennessee's Medic
aid recipients are being put, told 
the Banner it would not affect the 
decision, which must be based on 
the plan itself. 

That turmoil is most evident in 
Maury County. 

"We are receiving your tele
phone calls seeking advice as to 
what your selection should be;" 

, Maury Regional Hospital told 
Medicaid recipients in a quarter
page advertisement that ran 
Wednesday in Columbia'S The 
Daily Herald. . 

". . TennCare has not, 
been approved by the president. 
Therefore, Maury Regional Hospi
tal cannot make any decision on 
TennCare until we know if Tenn
Care will be approved, in wh~le or 
in part. The hospital and other 

Nashville Banner, Friday, October 8; 1993 
1~ , ' ' ' , 

., 
healthcarept:Oviders (such as yol,U" 
pbysician) will review the. pl~n 
once approved, and then we will ID

form you of our decision on partic-. 
ipation. ' , . " 

"We are concerned about your 
not having adequate information 
on TetmCate, and we wish that we" 
knew inore so we could assist you." 
, Billy Groce, administrator of 

Lincoln Regional Hospital in Fay
etteville, said his hospital may run 
a similar ad in the local paper next 
week: He expressed sympathy for 
the Medicaid recipients who are 
trying to make a major health care . 
decision based on what he said is 

. inadequate information.. , 
"It jwould be difficplt for me to 

make a decision, being in the 
health'care profession, with'the in
formation that's available at this 
time," said Groce. ." 

Managed-care organizations ""7" 
either preferred provider organi-' 

, zations or health maintenance. or
ganizations set up to control costs: ' 

" - are to be paid a flat fee per pa-, 
tient by the state under TennCa~e 
to provide whatever health care IS 
needed:each year. These organizac 
tions, the largest of which is oper
ated by Blue Cross/Blue Shield, 
must make their own financial ar~ 
rangerrients with doctors, hospitals I 
::~~~r providers 9f health care ., 

For the South Central Tennes
, see Region - one of 12 TennCare 
.. regions- J.he TerinCare' ballot 

lists seven managed-care organiza-· . 
tions: Dr. Ralston said that, so far, . 
only one of them - Blue Cross- . 
has presented contract terms to 
doctors. South. Central· includes 
Bedford, Coffee, Giles, Hickman" 
J,.awrence. Lewis, Lincoln, Mar-

,shall" Maury, Moore, Perry and, 
, . 
-Wayne counties. 

Groce said Lincohi Regional 
Hospital officials have met face to 
face ·with representatives of only 
two of the organizations, Blue, 
Cross and Health Net. T,h~y have 
an appointment with a third next , 
week, he said. 

", 
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Dr. Iris Snider, a pediatrician in Athens, Tenn., gets· When,the girls' father was'a'boy, he was also treat· 
a hug as I!»h43 treats Heather and Haley. Hughes~ ,ed by Dr. Snider. . 

Doctor feats,'rnykids'Will pay 
a high price lillder TennCare 
., • .' , ' • i 

By Pam Sohi'll 
The Chal1anOOg3 Ti.fles 

ATHENS, Tenn. Pediatrician 
Iris Snider is now doctoring a sec· 
ondgeneration of children. . 

Some 18 YE:~rs ago; when she be
gan her practice in McMinn Coun
ty'S largest small towll, she treated 
the father of twins Heather and 
Haley Hughes. Last week, the tod
dlers snimed into her office fora 
cure, 

But as one of five pediatricians 
treating chil.dren in the five rural 
.counties north of Hamilton. a.nd 

Bradley, Dr. Snider'says she Ifears 
a coming 30 percent cut in the care 
available to "my kids." 

The cuts she says she's talking 
about are called reform by state 
officials. That reform - TennCare 
- will replace Medicaid and ex
tend state-insured care to as many 
as 750,000 uninsured Tennesseans 
if the federal government ap-
proves the state's plan. . 

In Athens and other rural areas, 
that means Ii lot of people. Chil
dren under age 1 are eligible for 
Medicaid if their parents' income 

is less than 185 percent of the pov
erty level, .so infants in families 
with an income of about $20,000 a 
year are covered by Medicaid if 
the family has no other insurance. 

Certainly, no doctor frowns on 
the prospect of more. accessible 
health care for the state's unem
ployed and working poor. But Dr. 
Snider and many of her colleagues 
say TennCare, as it's· now struc
tured, won't provide better care. 

Rather, says Dr. Snider, what' 

Please see TenriCare, A3 
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:Continued from A 1-

is billed between $35 and $40. 
Medicaid pays. $27, sent directly 
f'rom the state to her office. Two 
would-be TennCare hisurers want 
to work with Dr. Snider. 'One may 

- . TennCare mostly will provide is a._ pay only $12 and the other $18. 
cut or what has been used for Med· . She says Blue Cross' stated rate 
lcald money to a new set of mid-' for an office visit Is $23.06, but she . 
diem en in the cbarity-eare busl- believes that after administrative 

· ness. Those new middlemen. are. fees and "withholds" that rate. 
Insurers. could be cut to $12. Heritage Na·· . 

Rankling at the image of money- . tional has offered to pay about $24, 
· grabbing doctors worried about which. she believes will become . 
'losing income, Dr Snider instead $18;' . 

. accuses hisurers of "smelling The withholds provide a kind of 

Just howwill~payments 
under TennCare be split? 
The Chanal'lOOga Trnes 

Under TennCare, insurance. 
groups will get a set amount of 
money f'rom the state to pay for 
a patient's care - roughly . 
$1,200 a year per patient. Off 
the toP. insurers will take their. 
"administrative cost." 

State officials have put no 
minimums or maximums on 
that cost and the state's Direc· 
tor of.fhe Bureau of Medicaid •. 
Manny Martins. says the state 
-wants to stay out of the fees and 
charges debate. letting the mar
ketplace make those determi-
nation& . 

The fees and rates may vary . 
among Insurers'and, Uke many 
other details ofTennCare, 

.. _ aren't yet definite. Doctors and 

hospitals say they have not yet 
been told arid the largest insur
er. Blue Cross. hasn't finalized 
details. 

One benchmark Is 
TennCare's model program, the 
Tennessee Provider Network, 
which covers state employees. 
Blue Cross manages that plan 
and charges an administrative 
fee of 10 percent 

With the remaining money .. _ 
Insurers will pay doctors after· 
they "withhold" some amount 
for a rainy day - when more 

- patients need more care than 
Ulere is money. The "withhold" 
figure throWn out by the state 
in earlY months ofTennCare 
discussion was 40 percent. 

· money" in the care or 15 percent of insurance for the insurers.' Blue 
.. Uui state's popul8:tiontha~ they've'. crOss will not initially pay Its CUll 

hever before been able to cash in stated rate. J>eperidlngon how the' . and taken to a hospital tor'lab Their efTort round that 55 percent 
~n.' - . T.ennCare money has held out, the' '. work, then carried back to the doc- to 80 percent of those doctors' pa-
•... ''This Is' one of the biggest tra- _ TennCare contract even allows in· . tor's office an hour later for the re- tients are Medicaid patients .. 
\testies o( the program," she says, . surers to collect refunds f'rom doc- port and' prescription. And, says "So what are we going to do?" 
:-too pay 10. or .15 or 25 percent off tors and hospitals if the insurer Dr. Snider, most pediatricians' lab asks Dr. Snider. It I can close my 

'lhe'top to an· insurance company decides they've been overpaid. charges are about half those o( a office and go' to work in an emer-
:to manage this. These insurance' "1 can't keep my otnce open on hospital lab. . . . gency room and make more than I 
eompanies are 'not in this out ot $18 an office call," says Dr. Snider. "So we're alsosavtng money for . do now, but where are my kids 
'the goodness. o~ their heart. They "Pediatric otnces, because ot the the patient" . . going -to go? I think we're looking 
.re inhere (or one reason - to number ot Jdds we see in the . Still, she sayS, overhead in moSt· real hard at not playing. But I've 
Jilake money. iitheywere-going'to 'cou'- ·or'Gu", .. " ·.--I-e -i:-::;""".,'.Aho.'!'I.ln·ftAdiatrieians' offices runs ."A to 61\ • '" '-Id t tn. 

' . ...... .. -" ._-" - 11''' "-got "'perce:UCImy~_ S.ou.~!!ere 
:iose money on this pl~, they .tensive. We have'l nurse per doe- $27 a visit. With an '$18 paymen~ thatI've raised. What am I going to 
;wouldn't be advertising on TV teU- tor and a f'ront otnce employee per each TemiCare child's visit would do with them? Am I going to tell 
:ing people to pick their pllPJ." . doctor on average. And a lot or us mean a $6 or $9 loss for the office. them to die? 
: Dr. Snider, with some 60 percent have a lab. Our labs aren't money· And she says her otnce is Just 
:o( her rural patients covered by makers, as they are for hospitals. one of many that will be aft'ected. "This isn't a matter of finances 
-Medicaid. offers.this example' of They are a convenience." . As sketchy details began' to for a lot of us. It's a matter of our 
:wliat she thinks. the middlemen Actually, the labs are more thaI!- emerge about TennCare 'pay rates, obligation to the community," she 
:will mean to her office: a convenience. The in-otnce lab Dr. Snider and her colleagues in says. "Don't they (state officials) 
. A visit to Dr. Snider, . like those keeps children with wln.ter 104 fe- the Tennessee Pediatric Society know that they're actu~lly going to 
to most Tennessee pediatricians, vers from having to be redressed surveyed rura.1 pedlatriclal18. take care away from these kids?" 
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Medicaid patients get ·TennCarepick 

Sanner photo by Donn Jones 

ennessee Medical Association attorney Marc Overlock warns the 
ashville Academy of Medicine about TennCare reimbursements. 

Impatien~ off.i,cials mail o,ut he·a.lth plan 'ballot'. 
By Bill Snyder 
Banner'Seniot Medical Wri16t 

will be forced to make major cuts 
. in Medicaid services to .balance the. 

Tennessee Medicaid recipients . budget. . -
will get something new in. the m~il . "Medicaid is due to die," Dr. 
this week - a "ballot" .asking' John Gore, medical director of the 
them to choose a TennCare health state Medicaid Bureau, told mem-
plan. bers of the Nashville Academy of 

TennCare, Gov. Ned McWhert- Medicine during .their anlJu~t 
er~s health care-reform'program,' -meeting WedheSday.- . -
has not been approved by federal "Between now and-January, we 
health officials. . have to have something in place," 

But state officials say they can't he said. TennCare "has to push for- . 
. wait. ward, and then we have to work 

Tennessee's burgeoning Medic- . through the problems." 
aid program, which provides TennCare would replace the 
health services to 1 million low-in-. state's Medicaid program with a 
.come citizens, already is over bud- statewide network of managed 
get by $767 million this year, state care plans covering Medicaid re-
officials say. cipients and up to 775,000 Tennes-

Unless TennCare is implement- seans who currently do not have. 
ed~s planned on Jan. I, the state· health insurance. 

. The :state would pool existing 
'funds, most of them contributed·by . 
the federal government, to finance· 

, the program without raising taxes. 
Federal health officials earlier 

this month delayed a decision on 
the program - reportedly,because 
of concerns about the way-it -was 
being financed. 

A decision could be made as 
early as Friday, . 

Doctors allt! hospital officials' 
admit Medicaid IS at a crossroads, 
and many of them applaud the 
TennCare concept. . 

But many 9f them also believe 
the stale is tr:nng to hold down 
costs by seriously underpaying 
physiCians and hospitals. . 

Please see TENNCARE, page B-3 

Woman 
allowed 
ahu~p--



ey were throw- TennCare: luse the gover-

" ways· of com·. What if doctors n says, adding 
!eds its radical won't participate :ntion. Even so, 
and Slaughter. in new program? l gone too far. 
pull down a lot • Continued from page B-1 
am says. "It's 

. if yO\l'r~ with uOur hospitals are being offered 
, you're in a 30 to 50. percent of cost," Elliot 
oing to be seen . Moore, president of the Hospital 

Alliance of Tennessee. a group of 
.ed community .nonprofit hospitals; told the doc-
d it's going to tors' group. 

"This is totally unacceptable 

Nashville Banner, Thursoay, September 30, 1993 B-3 

and serves as a disincentive for advance for every member the One doctor asked what would 
partidpation in the plan," she said. plans enroll. What portion of that happen if health care providers re-

TennCare is designed to help money is distributed to doctors and fused to participate in TennCare. 
people get health insurance, said hospitals is up to the plans, not the "The goverIUr!ent will not allow Marc Overlock. lawyer for the state. 
Tennessee Medical Association. "The business aspects of that 

this many people to go untreated:' 
Gore responded. "You can't allow "The problem isH's all theoret!- . are going to have to be worked out that many people to go untreated. cal," he said. on your end," Gore told the doc-

Payment rates to' physicians are . tors. "We're not going to do. that "You need to logically think 
. so low, "it almost sounds like for anymore." . about that." 

every TennCare patient you take •. He said about 20 managed care Gore also said a tax on doctors 
. you're going to owe somebody five plans have agreed to participate in . was possible. especially if Tenn-
bucks," Overlock said . . TennCare - at least four in every Care is not approved and Medicaid . 

Gore said the state is not going' area of the state . is continued in some way. 
. to "squeeze" providers. . 
. It will pay managed' care planS They are /lconvince~ there is . "There will be money to run the 

. a capita ted, or per-person' rate in . enough money," Gore said . program," he said.· 

. Statistics show tha~ one in nine women will develop 

. breast cancer in her lif~time, yet if detected early, breast 

. cancer can be treated when the chances for a Cure are 

highest Often women over 40, or who have a famny history 

of cancer, are thought of as the only victims of breast cancer. 

But in reality, breast cancer is a risk to every woman. 

Mammograms-.:.. R~uced Risk At A Reduced u>st 
. During October, "Breast Cancer Awareness Month," the 

Baptist Women's Pavilion Health Center is offering screening 
manunograms at a reduced cost of $50. Since certain aqe ann ),p~1th 

. > 
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NEWS 

. VU refuses TennCarecontract 
'. 

Medical. center cites' extraord i nari Iy ,"ow'" rat€~s lion Medicaid patients and up to'. 
775,000 Tennesseans who now do 
not have health insurance.. 

The state would, pay managed
care.plans a capitated (per person) 
rate in advance based on the num
ber of patientS theY enroll ' By Bill Snyder , 

eanr- SenIor Medk:al Wri1er 

Vanderbilt' Universily Medical 
Center bas rejected a TennCare 
Contract offefed by Blue Cross and ' 
Blue Shield of Tennessee. " 

Payment rates offered to the 
medical cenlerby Blue Cross were 

. "extraordinarily low," Dr. Roscoe 
Robinson,. vice chancellor for 

. health affairs at Vanderbilt, said 
Monday. 

"We felt we had no recourse but "We're trying to send a message The program, which has not yet 
to withb<!.ldour signature,". he said. to Blue Cross and the stale," Rob- been approved by the federal gov-.. 

Vanderbilt's decision is largely inson said. "TennCare is severely ernment, is scheduled to take ef-
a symbOlic. gesture:· . underfunded.!! .". feCl jan. 1. 

. It will not affect. patients on Next to the Regional Medical State officials maintain they 
'other Blue Cross plans' who now go Center in Memphis, Vanderbilt can control the cost of TennCare 
to Vanderbilt or to Vanderbilt doc- treats moreMedic.aidpalientS than· by pooling ex~ting resources, in-. 
tors. any other hospital in the state. - cluding deduclibles and premiums 

And Vanderbilt hopes to serve' . TennCare would replace tbepaid by people over the poverty 
. TennCare patients through other . state's Medicaid' program with a line, and charity care that other:' 
health plans, including its own statewide nelwork of manal?ed- wise would·have·bee,o given to peer 

"bealthmainte!la!.!Cf!oI'gar.iz:ltion. care pians cove~ng ,about 1 mil-, pIe without health in...~ce. " ~. 

The pJans. in tum. wcmld negoti
,'ale payment rates with bospitals, 
doctors and other Iiealthproviders. 

But many dOCtors and hospitals 
say the TennCare rates offered by 
the pJans. and especially those of· 
fered by Blue Cross. are too low to 

. cover their expenses. , 
, .AbOut, ,50 doctors statewide, 

Please see TENNCARE. page A-2 

.What's for'supper, Grandpa?'Birthday cake 
. ., 

Haitia.rmychief 
ignores embargo-
II ~ ~~n~,.H ..... ~ ...... ...:.: .... ~_"_r_ • - __ 1- __ _ 
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TennCare: 
Vanderbilt 'willing , 

to work witl1 state, 

refine health plan . ' 
• Continued from page ~.1 
have said they will not participate 
In the TennCare plail operated by 
Blue Cros~, officials say. 

That figure apparently does not 
, Include the 78-member Jackson 

Clinic in Jackson, the state's larg
est multlspecialty group, which reo 
jected the Blue Croiis TennCare 
contract earlier this inonth, cllnic 
administrator Carl Rtidd said. . 

Glen Watson, Blue Cross' senior 
vice president for marketing. and 
legislative affairs, saJd: "ThiS is 
part of the shaklng·out process. 

"It happens every time you , 
change health care reimburse·. 
ment. Thealterl'nativc is to do noth
Ing," he added, andwillt until the. 
state is forced to cut Medicaid ser· 
vices to balance the budget. 

Despite ~he defection ofa few 
doctors, Watson maintains the 
7.000 doctors In the B1u~ Cross net· . 

· work will be sufficient to serve its 
share of the TennCar.ej)opulation. 

Doctors who refuse to sign' the, 
. TennCare. contract also wUl not be 

allowed to conti.nue p~lrtlC!patlng 
In, the Tennessee Provider Net
,work, a Blue Cross preferred pro
vider organization that covers gov
ernment workers, teachers and 

, large employer groups. ' 
But hospitals will not be kicked . , 

· out of the network If they reject 
Blue Cross' TennCare pHln, at least 
until their contract with the net-

, work expires, Watson says. ' 
, Vanderbilt's contract with the, 

Quintuplets, cel,ebrate 1st birthday· 

Denise Aymond and her husband,'Klrk, haVe hada busy year with . 
quintuplets (from left) Alyssa, Harley,! Garrett, !<rysta erid Connor. 

The couple saId t 
quintuplets were t 

Tennessee Provider Network ex- " pires ~ Ma~h 1995, R~IM~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

~~tll~~'f:·~~;::t~~~~. 2 teens face Inurde,r charges 
pltals not In Its network .that are 

• not avaUable elsewhere In the' By Leon Alligood, .'rhe Lincoln County shooting 00- as they passed throl 
community.' and Charlie Appleton curred late Friday night and was ' No, charges 

Vanderbilt Is a specialty hospl- Banner Siall Write,. allegedly precipitated by a domes· against the girl. 
tal that provides unique services Two Mldstate teen-agers are tic dispute between the youth's sis- "First we have I 
such as a burn center, organ trans· facing murder charges after they 'ter, their mother, Jerrlelln Robert- f~r hearing be for, 
plantation and high-risk obstetrical allegedly shot their mother and sls~ son, and the mother's boyfriend. Court. Then we ge 
an~ pediatric care." , ter, respectivelY"in unrelated incl· According to'police, the argument Court for another 

"Overall we believe that in our dents.' , erupted aiter the teen-ager and his approved, then ·we 
network, recipients a:regoing to sister :returned from a high school. Jury and get an, 
have far more choices than they District Attorney'General Mike football game. " " McCown said. 
used to," Watson said. McCown said today he plans to pe- Authorities said the sister got ,"It's a rather len 

"But," he admitted, "there will tition the Lincoln County Juvenile into an argument with ,her mO,ther transfer a juvenile, 
be confusion." ' , Court to transfer ,a murder charge d Ui Id ' b f I d d I k 

Robinson said Vanderbilt is' ,ag' alnst Clint Robert Roberts.on, 16, an eo er woman s ,oy r en . ' ten an t ta es a w , h The juvenile detain,ee allegedly Meanwhile, the , 
willing to work with Blue Cross' to Circuit Court, where the yout told police that when the boyfriend burled today. A grl 
and the state to make TimnCare would be tried as an adult. He is pulled:hls sibling's hair, the teen- wUl be held this I 

· work. charged with 9unnlng down his ager. grabbed a gun and chased the son, Clint Robert 1 
"We're for the concept," he.sald. mOi~e~::;!nr~~~n~iy~h~he Public man away. , not be allowed to i 

"But we've got to have'some rea- Defender' 's Office has been aE-' ,How"eve.r, pollce sa,ld the argu- vice, He remains In 
sonable chance of (having) a finan- t d d II d t tl f claloutcome." . polnted,to represent a 14-year-o d men continue, en Ing with the ven e e en on ac; 

Robinson favors phalling in 'ooy charged with fatally shooting' mother being shot down outside the In MCMinn.vllle,J 
T C th th' 't' I t his sister and then taking their, home. 'I, patched to the Part 
coe~enr :~hl~aOf ~~~ s~~e':~~:Ula~ dad's car to flee the state. ' After the shooting, theteen-ager ,Apartments Saturda 
tion all at once. ' ' The youth, who police refused to' allegedly took his sister In the fam- ter,the youth allege( 
, "This crash program Is too big, Identify because of his age,ap- 11y car and drove north. Alerted to ter In the head wit! 

and much too fast," he said. "It's peared briefly In Ju'venile Court at" a descriptlonof the car by Llnco~n rifle, and then fled 
going to be absolute chaos£or pa- ' McMinnville, Monday on murder County authorities, Shelbyville po- car to afrlend's hou: ' 
tients!' , ,charges., Uce off1rers~to~ped t~e teen-agers At 14, the Warren 

,Retirees: ' 
State employees' 

don't contribute' ' 

to pension syste!m, 
.. Oontlnued from page A-1 
state Treasurer Steve Adams. 

There are 166,000 workeril par
ticipating In TCRS, including 

gram costs more because teachers;, D' ' 
on average, live longer and draw.. e; n ny· 
their benefits longer, sald Steve ',' . • 
Curry, director of TCRS. ' ' 

Adams said the InCreaseWlllNum,ber" variety , 
, move'Tennessee's retirement ben-
eOts from elghth,lmoilg'10 South- . of charges p, erhaps 
easternatatesto sixth: ,With the. 

'change, i worker who retires after" confused Jurors ' 
, 30 years of service at age 65 with D,Co'ntlriu,ed from pa' 'ge,A-1," 

an average final compensation of ' 
$30,000 wlll draw $14,836 a year ",\' Ro"ber't' Pugsley, a 
- which combined with $12,204 In t 
e:,,~, .. ' ~AjIIl'It~U .. '-""_".";"U" .. _". '_I..... ~n'tthw"'~f~ .. " l'"h,,o.,,IIIf't,,. ,..,. 

ecutlon's case was 
, even if ·the defendan' 

rectly Involved' in ' 
, . 'crime. they' were I 

"alders and abettors' 
did. 
. : 'l'he charges reb' 

and abetting, Which .' 
"sault with a deadly 
, robbery, als9 requ 

that Watson and Wlll 
clnc awareness of th. 
actual perpetrators; 
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PRESCRIPTION FOR REFORM 

TennCareconfusion was expected, McWherter says 
By Phil West ' Nov. 1. 
lheAssocialedPrels Nearly 1 million Medicaid recip-' 

NASlMLLE -: A state legisla- ients in the state must select a 
tor says Gov. Ned McWherter health-care network under the 
should extend the sign-up dead- TennCare managed care plan or 
line for the TennCare health~are one will be picked for them. 
plan because it's so confru;ing. But Tc:mCare is 'cxpectedio cover 
McWherter said Tuesday he ex-' Medicaid recipients and some' 
pectedthe confusion. 500,000 uninsured Tennesseans 

State Sen. Jim Holcomb. R-King,,--starting Jan. 1. It will rely, upon 
aport. asked McWherter in a letter networks of health maintenanc'e' 
Tuesday to give Medicaid recipi- organizations and preferred. pro-' 
ents another two weeks 'to pick viderorganizations., 
their health care provider under The centerpiece is managed 
TennCare. The deadline is now care, in which participants repo~ 

, to primary care physicians respon
sible for keeping them healthy. 

But Holcomb said Medicaid re
cipients are contused and ftustrat· 
ed by the ballot slate officials sent , 

"The problem seems to be that , 
the managed care organizations 
have not 'completely identified 
'their' network of health-care pro
Viders." Ho.lcomb wrote. 

"The managed ca~ organiza
, tions appear to be having difficul
ty in, identifying sPecifics of con-, , 
tractual relationships with poten
tial network providers." 

Holcomb called that a "cart be-. ' 
, fore the horsesiluation. .. 

McWherter said his TennCare 
plan is radical health-care reform 
and some confusion was bound to 

cipients to ease their concerns.· 
State 'Finance . Commissioner' 

David Manning. TennCare's chief 
architect, said changing the Nov. 1 
deadline would not ease confu~ 

follow. sian.. ' 
"Health-care reform is coming." TennCare is modeled, after' the 

It's going to happen. We either preferred provider organization 
phaSe iUn now or wait for the de- that began providing health care 
bate in Congress.~ McWherter said for slate emploYees beginning in 

"If you look at our request close- " 1989. 
ly, it will ,fit, in under nearly any !'In 1988-89 with the state PPO 
plan they develop." there was contusion. So this is 10 

McWherter said his administra- limes more' people' involved," 
, lion would work,with Medicaid re- Manning said. ' " . 

McWherter says that healthier 
Tennesseans will have less need 
for health care services, and that 

'will lower the program's cost from 
the~$.2.6-bi!!io~ spent ·on' :~_e~icaid 
in 1992-93. 

McWherter, needs federal ap
proval before he can use Medicaid 
money on TennCare. The federal 
govemme~t provides nearly $7 out 
of every $10 the state spends ,on 
Medicaid. 

McWherter said he will go to 
Washington if necessary,to spe~ 
up the waiver approval .. 
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Tennessee Medical Association 
230121ST AVENUE SOUll-l, PO BOX 120909 
NASHVILLE, TENN~;EE 37212-0909 . 

. PHONE (615) 385·2100· FAX (615) 383-5918· 

. .i 

The Honorable Donna Shalala, Secretary 
Department of Health and Human S~rvices 
200 Independence Avenue 

, Washington, DC· 20201 

Dear Secretary Shalala: 

I 

October 19,' 1993 

PRESIDENT 
Charles W. While, M.D . 

. lexington 

PRESIDENT·ELECT 
Virgil H. Crowder,Jr., M.D. 

lawrenceburg 

SECRETARY·TREASlJRER 
Hays Mitchell, M.D. 

McDonald 

CHIEF EXECUTIVE OmCER 
L Hadley Wtlliams 

Nashville 

EXECUTIVE DIRECTOR 
Donald H. Alexander 

NashYil1e 

It is ·the·understanding of the Tennessee Medical Association that you will soon be making the 
decision with regard to a waiver for the .Medicaid program in Tennessee. We can't emphasize 
enough the importance .of your decision and its effect on the health of one-third of our state's 
populcltion. 

The ,conce:rns that have' been expressed over the past many weeks regarding the hurried 
implementation of TennCare have been born out by the state of Tennessee's recent actions. 
Rather thanwtiit for your decision, the state has proceeded ,to create chaos and confusion ·ab,out 
a program you have yet to sanction .. The Governor specifically blames doctors for the flaws in 
his Tc;mnCare program and the clippings we have enclosed for your information indicate, that 
non-:-acceptance in its present form is wide-spread throughout the state. It didn't take physicians 
to point out j)roblemswith TennCare, your capable staff at HCFA has been aware of all these 
problems from the day the waiver request was received. Under the current Medicaid laws states 

. are required to provide sufficient funding that will encourage providers to participate. With the 
rate structure being proposed, the Governor is essentially requesting that you waive this 

, " ' 

requirement,. 

The Tennessee Medical Association wants very much to have a TennCare that will work. We 
feel TennCare can work if it is phased in, if competition ,!-mong, managed care organizations is 
put in place, and reasonable compensation to providers is part of the plan. 

BOARD OF TRUSTE:ES 
Chalnaaa 
Richard M, Pearson, M,D. 
Memphis 

Vlee.Chalrmaa 
David G, Gerltin. M.D. 
Knoxville ' 

Charles Ed Allen, M.D. 
Johnson City· 

David K. Garriott, M.D. 
Kingsport 

Robert D. Kirkpatrick, M,D, 
Memphis 

John W lamb; M,D. 
Nashville I 

Michael A. McAdoo, M,D. 
Milan 

Thurman L Pedigo, M,D. 
McMinnville 

Barrett E Rosen, M,D, 
'Nashville 

Charles T Womack, III, M.D. 
Cookeville 

Phillip E, Wright, II, M,D. 
Memp~is 



The Honorable Donna Shalala 
October 19, 1993 
Page 2 of2 

This decision with which you are facedshou'td be based sOlely on the welfare of the 1.7 million 
people who will come under the TennCare plan. We have confidence that you will rely on your 
staff's recommendations, and not be persuaded to yield to political pressure. 

! 
We thank you in advance for your careful consideration of this far reaching and critical decision. 

Sincerely, 

... e.{~ uJ. CJift !1f.f). . 
; Charles W. White M.D., President 

. i 

CWW/as 

Enclosures 
) 

c: The llonorable Ned McWherter, Governor: State of Tennessee 
Carol Rasco. 

. , 
I ' 
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TENNCARE I 

Fact 

1993 M~~icaid Budget 2.3 Bil 
I 

1994 TennCare Budget 2.9 Bil 

*covereo one million residents *will cover one million 
medicaid residents, 
an additional 500-700k 
uninsured residents 
and TCHIP subscribers 
(high risk individuals 
~ith "pre-existing" 
donditions) 

state Q!f.iclaJ.s claim there is strong. reason to believe that 
'rennCare is adequately funded due to an analysis of the state 
Employee Insurance Program wi th BCBST. Their claim is based 
on a 12% increase of the average cost per person under thQ state 
plan. (There are only approx. 180K state employees: the tota.l 
enrollment for the BCBST TPN program is approx. 700K~ 

OPINION: 1. $600K is not enough to cover almost es many 
residents; plus pay the 101 administrative fee to the insurbnce· 
companies (MCO) participating in TennCare. 

2. To compar.e the public assistance r~$ident5 to the 
state employee plan is completely "off the wall". There are' 
eloerlYt disabled, residents with pre~exi~ting illnesses and 
alai: of pregnant females under Medicaid; the state employee,· 
population is not the samc. . 

Fact 

The state Government of Tennessee has allowed BCBST to "strong 
arm'l the phY3ici8n~. The state 1s Violating the civil rights 
of individuele who can not make a choice concerning the "MCO" 
wi thou1: the knowl!3dge needed to make ·such a decision. BeaST 
is preying on the unknowledgable, illiterate, and elderly 
citi~en3 in this state with deceptive matketlng practices. 

OPINION:: This is an elaborate scheme between the Govenor and, 
BeaST (a non profit insurance company who stands to earn approx
imately $200-400 million dollars off ;0£ Federal Fu.nds. 1 The 
Govenors I last year in his final term is 1994. What does he 
have to lose if this program fails? What does he have to gain, 
if th1.s program is implemented? 

continued 
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II 
Fact 

Most physicians are too busy taking care of their patients; 
the of1: lce staffs are trying to take care of business. I have 
,spent ~:OO hours sacrificing cash flow to educate myself about 
TennCar·e. I f I had del'ended on the sta te or BeaST to tea ch me 
Dr. Burks and I would be in the same situation as the medicaid 
pat1ent:s- totally confused!l 

Fact 

We need your help, assistance or quidance. 

Cindy Aliff 
Horne 615/264-1481 
Work 615/824-2323 
Pvt # 615/822-3217 

r have just found out BCBST has told the State they can purchase 
childhO()d immunizations from the public heo:lth department and 
supply to the physicians. HA HA!!!!l There is no way 
pediatricians in this state will remain with BcaST. 
Which \'/i11. greatly j eopardiee chi ldhood irnmun.1 ~at1ons in th is 
state_ I have also found out BCBST can not accomplish this 
ambitious pX'ogram, per CDC in Atlanta, Ga., 11: the i.ntention 
is t.o purchase the vaccine. However, due to an August 10, 1993 
legislative bill signed by preslderit Clinton~ childhood' 
immuni2.$ttion:s will be purchased by the' federal government and 
distributed to regional CDC centers and then re-distributed 
to the stete hee 1 th departments. Parti<::ipating providers will 
be re~pon~ible for picking up the vaccine at their local health 
departments. My theory 1s BCBSTmay have intentions of utilizing, 
thi3 vaccine program to benefit their TennCare budget. 

Questions 

BCBST continues refusing to provide rne' with immunizaticn~ and. 
well t,aby care. I s ithe~ r resistance to answer due to a "hidden'~' 
agenda to force TennCare providers to participate in the program? 
If so, many, many children are at risk for sub-standard immuni~a
tiona. .~lso, there are guidelines in the pr09ram which will 
restrain providers from r0-C91.Vlng free irnmuni2a,tiona and' 
purchasing from vaccine manu factun)rs. Under programs such a~ 
the Aug 93 bill i providers are unable to choose the brand of 
vaccine they are more confident. At the pre~Qnt moment the State 
of Ohio is experiencing an epidemic of pertussue (whooping' 
cough). It is being speculated Cas wall as ourrently 
researched) that this could have be,",n avoided if it had not 
been for a buyers cooperative~ wh.re the physicians had to 
purchase the vaccine from the reeipient o£ a buyers cooperative, 
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contract.. Of course a.s: all litate and federal pro~rams bids were 
submi tted and the lo'West bidder wins!! At what cost to our 
children and future are we willing to savlS money?? 

00 the state a~ld fedgral employees, elected off lc1als a,nd their 
staff have knowledge of BCBST intentions? 

Is BCES'!' awa.re the;i,r TPN members must participate in the free 
program if the TennCare physician is forced to participate?? 
Are the subscribers· monthly rates for premiums going to decrease 
dUQ to lees1benefit payout by BCB5T?1 ! 

i 

And how about out" State Officials and the 2.9 
budget?? Has immunization costs been deleted 
and medical community knowledge?? 

Opitlion 

billion dollar 
without public 

I do nClt know how you feel about physicians. I do know you 
believe 1n Alllerlca, and the abi li ty for a] 1 Americans to compete t 
earn a good li ving, and strive for excellence in all career 
fields. My employer is a wonderful lady and has taken care of 
children for 28 years. Her personal income is decreasing each 
year due~ to insurance. company adjustments,. state and fedGlral 
public assistance programs. There are homele.ss citizens in this 
state. 'There are individuals with inadequate nutrition. Is 
the housing industry prepared to start l~sin9 money by fundin~ 
programs to guarantee each individual in this country et warm,. 
safe and comfortable place to live?? Ie the grocery store 
industry prepared to supply each individual their right to have 
well-maintained and proper diets (which i38 very real part 
of a II siound" health preventive-maintenance p:ro~ram)?? 

Fact 

Under t.hE~ HeSST contrac~ the average office Visit allowed charge,' 
fora prima.ry ca.re phyf.ician is $16.15. BCBST Will deduct from, 
this charge 1 O~ TPN discount and up to 20%' "managed care" 
withhold. This makes the actual cash revenue to the office: 

$11.31 

ThiB pt"a(~tice must generate $250 f 000 in cash just to pay the 
expenses: $250,000 yearly equals $5000 per week (50 'weeks per 
year - physicians are required to attend conferences in order.' 
to receive CEU, continuing education credits). Even if this 
office closes there are expenses, i.e., vacation benefits, rent. 
utiliti~5, etc. This practice can not even afford to offer full 
insurance, retirement benefits to the employees or the physician .. 



IV 

$5000 per week equals $125.00 pe~ ~our. We absolutely must 
receivt~ this guaranteed cash amount in order to continue the 
quality I concerned care Dr. Burks has' provided for 28 yea,rs;. 
Remem.bE~r= physic1ans do not charge for telephone calls they 
receive all hours of the night or fot spending the night with 
lS!iok newborns 1n the hospital. They do not charge extra for 
coming to the office to see a sick child after office hours. 
What incentive will individuals have to enter the medical field 
if the,ir personal income decreases after years of dedication?? 
Unfortunately, state/federal programs" government regulations 
and insurance company executives have, made medical practices 
of yesterday extinct and for-ced physioians to worry t budget, 
and manage as all other businesses ~n this oountry. 

currently we ate attempting to "charge" $1 S2. 00 
over our needed revenue to pay bills) however, 
adjustments it is; so I difficult to determine 
indi vidual patient viSif is worth. Many times we 
of our goal. ' 

per hour; ($27 
wi th insurance 
how much :each 
fall way short 

Considering! BCBST terms and 31 % of our practice is medicaid. 
If we had accepted BeBST TPN agreement ,this is what would have 
happened: 

53% d@crease in medicaid/Tenncare revenue 
reduoing hourly revenue to $107 
reducing weekly revenue by $729 

and reducing yearly revenue by $36,425 

In a practioe where absolutely nothing within the budget can 
hg cut; and additional expenses (benefits) are unheard of; there' 
i6 no pc!ssible way to handle this type of drastic reduction. 

Fact 

Under Advantage Care, Phoenix Heal thcare:corporation t s, proposal 
the attclched 1s a list of what they have propoged as capitated 
fees. This practice will receive a monthly payment of each 
category amount for each member we are assigned as primary care 
phys1clan. Example: 

case study 

2 year old baby girl, started practioe at birth. 

Phoeni,( Healthcare will pay Dr. Burks 32.00 per month for 1 
year; $364.00. The second year Dr. Burks will receive $174.00 • 
. The third through the fifth year - $108.00. 

The cost of the firgt fu.11 year of: well-baby (no sick visits 
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included) : $577.61 + 102.00 (sick) • $679.61 

The cost of the second full year of well-babY (no sick visits 
included): $202.75 + 102.00 (sick) ~ $304.75 

The average sick visits are: age 0-1 3 
age 1-2 3 
age 2-5 6 

$102.00 (Cost only) 
102.00 
204.QO 

Actual loss to practice per child 0-2: $426.36 11 And this iel 
contingent on if the child is with this plan for a full 24 
months. Some children begin the practice at the 4 mon~h ph~5ical 
or later. 

We must rece! ve $ 34. oq in revenue per 30 patient viSits per 
day fOl~ 250 days. So~e days we treat 10 patients 1 some days 
we treat 40. all depQnding on time of year, outbreak of v1ruseS r 
and office schedulQ (on call for oth¢r physicians, etc.). 

Fact 

Pediatricians are on call for the community hospital's E.R. 
department and nursery. We have confirmed from the various MeO's 
thQy '''''ill not reimbl.!rse an on-call phYSician if she is not on 
the patients I meo pl.an. Or. Burks treated 22 medicaid babies 
as an ,:::tn-call physician betw~en. January 1993 and July 1993. 

OPINION; I am completely confused. Sixty percent (60%) of this 
prectiCE! 1s age 0-5. I have communicated to many II interest~dtt . 
ind1viduals involved with TennCare tha~ the $14.95 capitated 
rate to the MCQ's from the state has created a horrible disaster 
for pediatricians. The dilemna: to continue treatin9 children 
whom they have dedicated their lives to o~ not. 
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TO 94562878 P.02 

DEI'ARTMENT OF HEALTH &. HUMAN SERVICES Health Care Fltl:lncins Administration· 

.NOT~ 'ro: Carol Rasco 

The Administrator 
Wmfnston. D.C. 20201 

.REt Negotiations on TennCare 

Yesterday, we met with David Mannin~ of Tennessee in order to 
clarify for the State what we believe i~ permi~eible as Certified 
Public Expenditures (ePE) under the TennCare waiver. We made it . 

. clear that we would not conlSider lossee from the Medicare or 
MedIca.H1 programs as CPE , and that any permis:;>ible CPE must. be made 
.on beba:lt ot future TennCare patIents. We did. agree to consider 
the balance ot ~heir CPE proposal, although approving such a plan 

/could. bE! a major cteparture from our prIor treatment ot CPE. 

co: ~avin ~hurm 

InnIng the additional information we 
:or them to fVlly document their case 
j and aqreed to. we said we would 
, within 72 hours after we receive 1t. 
hem by close of 1:)uSlness t.oday our 

circumstances under whiCh we would 
1 how we would limit Qur matching of 

In addi tion, we agreed. that tne 
" secondary concerns are still open 
!eting, Manning acknowledged that he 
.ng with, HerA's concerns with the 

vou informed of our progress on this 

Bruce C. Vladeck 
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Charles W. While, M.D. 

Tennessee "~edical Association 
2301 21ST AVENUE SOUTH, PO BOX 120909 
NASHVILLE, TENNESSEE 37212-0909 
PHONE (615) 385-2100· FAX (615) 383-5918 

Fax: 202·456-2878' 

The Honorable Carol H. Rasco 
Assistant to the President' for 

Domestic Policy 
The White House 
1600 Pennsylvania Ave., N.W. 
Washington, D.C. 20500 

22 October 1993 

Lexington 

PRESIDENT.ELECT 
Virgil H. Crowder, Jr., M.D. 

Lawrenceburg 

SECRETARY·TREASURER 
Hays MilcheU, M.D. 

McDonald 

CHIEF EXECUIlVE OmCER 
L Hadley Williams 

NaShville 

EXECUIlVE DIRECTOR 
Donald H. Alexander 

Nashville 

Re: Tennessee's TennCare Proposal; Inadequate Funding; Lack. of Physician 
Support; Statewide Confusion; and, Need for Delayed Implementation with Phase
In Period 

Dear Ms. Rasco: 

Early yesterday afternoon Tennessee Governor Ned McWherter held an impromptu press 
conference and blasted the Tennessee Medical Association and Tennessee Hospital Association 
for "causing" a delay in the Department of Health and Human Services (HHS) approval of a 
demonstration waiver for TennCare. He stated that there were seven issues that were raised at 
the federal level and that all but one had been resolved: the . funding issue. He then blamed 
Tennessee's doctors and large hospitals for greedily holding out for more money, when the 
program as proposed is already "overfunded." In response, the TMA asks that you consider the 
following points. ' 

1. TennCare as proposed is actuarially unsound and the fundine will not provide 
for adequate. hip quality patient care. 

The TMA' s member physicians believe that the Governor's claims, as described above, 
are outrageous. He has completely misrepresented the TMA's position on TennCare. It is true, 
however, that the TMA is concerned about TennCare being underfunded. We are sending along 
an actuaI-Y's report on TennCare that states in the strongest terms that TennCare is actuarially 
unsound. This opinion, by Jerry Winkel stein , comes from the same actuarial finn, Peat 
Marwick, that issued the earlier TennCare fonnula analysis on the State's behalf, which 
accompanies Tennessee's TennCare Demonstration Waiver document. (See Appendix VI, June 
4, 1993 letter of Carlton 'Morris with KPMG Peat Marwick.) The TMA urges you to carefully 
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consider this second letter which is based on TennCare's actual numbers, not merely the 
"formula" which the State used to construct its waiver proposal. We believe that the funding 
issue cannot be glossed over by political gamesmanship since the health care of hundreds of 
thousands of Tennesseans is at stake. 

2. Contrary to the McWherter AdminWration's claims, the TennCare proposal 
as currently constructed. does not eniQY broad physician support across Tennessee. 

Despite the Governor~ s assurances to the TMA over the last several months that 
physicians would have input into his TennCare proposal, our meetings with him and advocacy 
letters to him have not borne fruit. Many physicians statewide are fearful of signing TennCare 
contracts bec:ause they contain so many blanks with terms and conditions to be filled in later in 
the sole discretion of the mafUlged care companies. Such illusory contracts are completely 
unaccqltable;. 

, ~ 

Even the fee schedules that companies have issued as exhibits to their contracts are 
meaningless because the contracts note that in anyone month if there are too many TennCare 
enrollees or too many claims the fees will be substantially reduced, or the physicians and 

, hospitals will be expected to provide the care at their sole expense. The TMA is adamant that 
for TennCare to succeed, physicians and hospitals cannot be at risk while the State washes its 
hands of allY involvement in the health care of its citizens. Even Governor McWherter 
acknow ledgl~ in a late summer meeting with us that he would never sign a contract if half of 
his money would be withheld. No one can operate a business successfully if they cannot pay 
their regular overhead. This is but one more problem with the TennCare proposal. 

In late August, HCF A officials explained to us that they had already raised the issues the 
TMA articulated prior to our meeting with them. Again, ,the Governor inappropriately blames 
the TMA for raising the issues we have articulated. HCFA officials noted that the Governor 
could have had his requested waiver if he simply had worked with providers on the front end 
before submitting his proposal to HHS and the Health Care Financing Administration (HCFA). 
Now, instead, he scapegoats the TMA ,and THA for the legitimate questions raised by these 
same federal officials. ' 

30 There is mass patient and physician confusion statewide Qn how TennCare 
will begin :Ilnd how it will administer health care services. ' 

Since the State sent out its TennCare bCl1lots to patients stating that they must choose from 
a short list of managed care companies before November 1st, or the State would choose a 
company for them without their input, physicians' offices and switchboards have been in utter 
gridlock.. The State, without warning, placed physicians and hospitals in the position of having 
to explain how TennCare would administer health care. Patients fear that they '!Vill lose'their 
, ' 
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physicians of longstanding, because the physicians cannot yet say which company they will sign 
up with givel11 the veil of seCrecy in the insurance contracts and the flIlancial risks attendant with 
participation. If this confusion is an example of the State's promise to educate the Medicaid 
recipients, chaos will result on January lst as TennCare starts. 

The TMA urges you to delay TennCare's implementation so that an educational effort 
with some integrity can be used to teach patients about the reform effort. The TMA's physicians 
recognize thc~ dire need 'for Medicaid reform in Tennessee. Indeed, the TMA applauds the 
Governor's reform effort. But how can the State expect patients or physicians to sign up with 
managed care companies that have yet to be licensed by Tennessee to issue insurance, or be 
certified as TennCare carriers? Many of these companies have only issued letters of intent to 
participate, giving them the option of exiting the program if they do not like the final terms of 
participation. Why would any physician stake his or her reputation or future patient care' on 
such companies? 

The TMA believes that, as currently proposed, TennCare will result in a melt down of 
Tennessee's former Medicaid system wIthin tWo to three months of its January lst start up date. 
This chaos will reflect poorly on President Clinton's evolving health care reform plan for the 
nation. In this environment, everyone must cooperate and work together to implement health 
care reform" The McWherter Administration, instead, has only paid lip service to allowing 
providers input into TennCare's creation, evolution, and ultimate administration. Physicians 
simply do not know what to tell their patients, even as they continue to provide them with high 
quality health care. 

_ 4. Governor McWherter has offended the state's physicians by threatenin& to 
tax them and falsely accusing them of "opposin& TennCare", whUe simultaneously admittin& 
that'health care providers live away $595 million of free care each year. 

Physicians who have in the past conscientiously attempted to provide health care to the 
indigent have been so offended by the State~s treatment of them that many have been rethinking 
the issue of whether they will accept Medicaid patients. ,With the viability of TennCare in 
question, Governor McWherter' now asks physicians to "help with TennCare". Up until now, 
he has failf:d to obtain input from the medical community on TennCare, or even keep them 
advised of lthe status of the proposal. The TennCare waiver request· was already filed before 
either the n~imbursement rates or the provider contracts y,.'ere completed. 

Wht!ther TennCare is 'approved for a demonstration waiver or not, with or without 
conditions, Governor McWherter has done irreparable damage to the State's relations with its 
physicians hy the shoddy treatment he has given them. Time will tell whether this damage can 
be repaired. If Governer McWherter needs a scapegoat for the possibility of Tenncare 
disapproval, he should look elsewhere. 
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S. Another.major problem with the· TennCai;e (undine shortfall is the addition 
of up to 7SCI.000 uninsured persons to the current Medicaid recipient population of 1 
million pers(Jlns on .Tanuao 1st. Th<e state adds these individuals by "insurine" them at the 
{"mancial risk of hospitals and physicians since only $600.000 is added to the total Medicaid 
budeet for fiiscaI year 1994. 

Despite the G~)Vernor's attempt to scapegoat physicians for his TennCare waiver woes, 
physicians arl~ not to blame for increasing Medicaid costs. Governor McWherter forgets to point' 
out that a major factor in the increasing Medicaid budget is the increased eligibility due to 
federal mand'ates. Over the last ten years, the number of covered individuals has risen from 
400,000 to 1,000,000 persons. That increase explains much of the budgetary crisis, not 
increasing pi"ovider fees. Managed care concepts will not alter increased expenditures from 
increased eligibility. The TMA supports increased eligibility, including the uninsured, because 
every Tennessean. deserves' high quality health care. But TennCare must begin realistically with 
the Medicaid population first. Then, as its success becomes apparent through joint governmental 
and provider efforts, the uninsured population can 'be phased in slowly. 

Ironically, the McWherter Administration pins tI;1e future success of its TennCare 
campaign on the idea ~hat .managed care can reduce costs. However, as the TMA has repeatedly 
pointed out, the managed care organizations . (MCOs) are not required to institute cost 
containment measures for the first three years. The TMA strongly urges you to require a 
gatekeeper system at the outset of the program. For the first three years, TennCare's success 
will be built on the premise of providers bearing all of the financial risks. The MCOs operate 
at a risk free, guaranteed-profit! How does this risk pass through to providers comport with the 
Clinton Administration's managed care concepts? The TMA believes that it makes no sense to' 
increase eligibility to' include an additional 750,000 patients when the budget is inadequate to 
cover the pr1esent enrollees. The TMA has not opposed extending TenriCare to the uninsured; 
it has, however, suggested that this be done only after it is shown to be financially feasible to 
do so, TIlis is simply common sense. 
-' . 

6. . If'the State needs additional mediCaid tax revenue, the State should tax eoods 
and services that make people sick •. not those that mak~' them well. 

Governor McWherter has repeatedly threatened to tax physicians to pay for the Medicaid 
program. Whether this is a threat to silence comments about the TennCare program, or whether 
it has other motivation, is irrelevant; either way, it <is bad policy. It would make much more 
sense to levy a tax upon tobacco products and alcohol to fund health care for the poor, because 
the use of th.ese products increases health care cOsts. The tax would either raise. funds for health 
care costs, or would decrease consumption of these products and reduce resultant health care· 
expenditures. Either way the state would come out a winner. 
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A t:ax on health care providers,' on the other hand, will simply be passed on to 
consumers, wild will further increase health care costs. The TMA has long advocated such a tax 
to fund health care. A recent Harris poll showed that approximately seventy percent (70%) of 
the public also favors increased taxes on these products to fund health care. The obvious 
benefit of lthis kind of a tax is that it helps avoid the double financial risk the Governor now 
threatens to f.oist on providers: a tax ADd all financial riskS of program underfunding. 

******* 
In conclusion, we ask that you allow us to meet with you as' soon as possible to discuss 

each of these points in detail. In the meantime, we hope that you will examine these remaining 
issues in light of the apparent effort by the McWherter Administration to bypass the review 
protocol administered by HCFA and HHS. We thank you in advance for your time and 
consideration, and look forward to hearing from you about a face to face meeting. 

Sincerely yours, 

{!(1Ib aJ. uJldL/U J) . ' 
Charles W. 'White, M.D. 
TMA Presidt!nt 

le fiJlf;joi II/~ 
Richard M. Pearson, M.D. 
Chairman 
TMA Board of Trustees 

Encls. 
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Dear,' Mr ~ ffdWIl%'(1 ~ 

At you.r, rl!)qu~st, vB'raviel-led. the.' propo!led ''rCimn car;' l'Ilonthly 
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, ' B11qibl 1091- ~Z ----- ----------- 2.25 Yo~r~ 
Co.te.g0r:1' ,r Hontbs Co.st PMPn Gr, SIS Ht;:t !l!rond --_ ...... -----_._--_. --........ ~--- -----~ ....... ------ ----,--~----

MDe <1 43(.,9:11 206.58 $14~.2S $109.59 -47~ . 
AFDC 3. - 1:S 2,a31,:tSO '!S9.91 ~0 .. 60 14.94 -75% 
AFOC14-- ,·'4323#266 l::n.t' 92.80 57.14 ~57" 
AF'DC 14 ~. ·(,4. 1,486,204 189.11 163.32 '117.66- -381:' 

, AFDC 45'- '1S,4 . 7!1,lS9 238.00 161.11 12S.46 '-47t 

OM '~' 100.92 fJ7.19: '31~53 

Blind/Dillcblet:i 280.08 2~S,3_')O: 2S4.93 :U.'.74 

-69~ 

-~~ 

. KcaldlHoa.reDu;a'~ 16.40 80 .. 97 4!i.31 -.(1~ 

. :As, can be. cecn 1!roJD tho ,ohetrt 'above, although Hanny's lattor Pa.1.6. 
that. tbQ "ra.u;uJ are bo.wCl:d onJ:fodicllid pa.Ylllc.ni:. da.ta ~or tb4l 1992 c.a.l.Ql\dar 
ye.or trended t·Q 19~4" #. actunlly; 

1. 'n\1l ratesl We:r2 btisoo on 01 .. 1111c !rtc:u.rred 10/91 ';"SI/92 :inti paid.' 
,throuq:tl ,3/93. ~er tho 'I'ennU8~ trureau of He<11cald, tho cl.aiJll~ c 

~ftnu1d be furth.r 1n~reas.dby approximGCe1Y ~-1.5~for any , 
11:iliility for inCUr.t"$d but unpaid. clains. 



-----~---~-----~-

Mr .. Sau.u.e.l· R. JJ~la.rt1 
September 7, 199:1 
·l'llc;JQ . :a 

. i 

2. ~i10 ~ot~ •• uae va., ~f firat, CQn~iderln9 A posit1v. onnU31. 
t:rgnd or 5~5~ (which in 2.25 yearii .... tbe averagl3 l.ength at. tUaG 
bct~(lan l.0191. ..;. 9/92 ,G,~J. co.len(lar YfLar 199' - lIiould amount to 
12.81:), t'.b.Q. actual. trend u.rui, pe.r. thctchsrt on t.h4 prior pagoo , 
vllr1cd. bCltwean -2l and. -16t. It avo~ag~d. -35 e:s;:: iah 
cl\totint:s t'.oa ubort'lal.l, ve,r.r;u. +12.;.at and 
11abJ.ll·t~' 1D.ctnt.ionQd in the first: paraqQ. 

. ~~oro, ltshould b~not~d thn~ no -11 
tlQn 1G lnoludtsd in tho proposed~Qte2l. 

Pinal1-}'",. fl9U\in cC)Jlt:t:ary to ...-hot "0-11 oHp.r9~lIe~ 1nMaimr,r:; .le1:.tcr~ in 
oUr work wo havo~ound th~t tbe Hoa1ca1doapl~tlon rates n Q~$r 
astatesar:e conol<1or.wly hiqher thun theso propoaCi1 TennCllre: rat:~!S • 

. In oono~t1tJi.o:n, vo b.l1uvo tba.t, ,,It:h tho poa.u1bl.o QXceptionof the. 
rates %:or the. Ai.d to the Blind and DisalJlad,. thct proposed ~ennCZlre. 
rates: . 

1. do not apJbJ6a.r to be be.:ted upon .trQndAd 1992 MJuUcald oxpo.r1.o.ncel 

2. do not apl?4ar to ba developed on tl Q.ctuarl~lly. sound ba~iGl and 

:l."ould not., produce an bdCqUatarev.lrue levol. ror moet HHOt!St.o. 
prov1det:ho ~c1rAd TennCorebenc..ritc. ... 

It you hav6 ~lllY que.stions, pl.eaoG call mQ. 

Very truly yours, 


