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Competitive Albuquerque Health Insurance Market
Gears Up for Coverage Boom

ith pragmatism prevailing in New Mexicos political
Wtug of war over national health reform, Albuquerque
health insurers are eager to compete for new Medicaid
enrollees and people eligible for subsidized private health
coverage, according to a new Center for Studying Health
System Change (HSC) study of the region’s commercial and
Medicaid insurance markets (see Data Source). While par-
tisan differences and turf battles initially delayed implemen-
tation of key provisions of the 2010 Patient Protection and
Affordable Care Act (ACA), state leaders have established
a state insurance exchange and agreed to expand Medicaid
to people with incomes below 138 percent of poverty as
of January 2014. As a result, new carriers are entering the
commercial health insurance market to offer products on
the exchange, and Medicaid managed care plans are gear-
ing up for a major state overhaul of the program that will
coincide with an estimated 150,000 or more people gaining
Medicaid coverage statewide.

Compared to many communities, Albuquerque has

a relatively competitive health care market, which may
contribute to a smoother transition under health reform.
For example, two of the three major health plans are part
of local integrated delivery systems that compete vigor-
ously on costs and reputation. Also, the Medicaid program
is unusually well integrated into the overall Albuquerque
insurance market and delivery system, with many of the
same plans and providers serving both Medicaid and com-
mercial enrollees. Still, the ACA will require tightening
of regulations in the nongroup, or individual, and small-
group insurance markets. Key factors likely to influence
how reform plays out in Albuquerque include:

» Many low-income residents. Albuquerque is home to
many low-income people and workers in small firms

who face challenges gaining health insurance. As a
result, the ACA will likely produce dramatic coverage
gains, as Medicaid eligibility expands and new federal
subsidies become available for lower-to-middle-income
people to buy private coverage in new state health
insurance exchanges.

» Three competing hospital systems. Albuquerque
hospital systems—Presbyterian Healthcare Services,
Lovelace Health System and the University of New
Mexico Health Sciences Center—compete in similar
geographic service areas. Many physicians are aligned
through employment or other means with a particular
hospital system.

» Local health plan competition. Three insurance carri-
ers—Blue Cross Blue Shield of New Mexico (BCBSNM),
along with two provider-owned plans, Presbyterian
Health Plan and Lovelace Health Plan—compete vigor-
ously with national insurers like UnitedHealth Group in
the nongroup and small-group markets.

» Limited networks accepted. Unlike many markets
that have moved away from health maintenance orga-
nization (HMO) products that limit patients’ choice
of providers, HMOs are common in Albuquerque.
Meanwhile, demand for high-deductible health plans,
which offer lower premiums in exchange for higher out-
of-pocket cost sharing, is relatively low.

» Overlapping commercial and Medicaid markets.
In Albuquerque, most major health plans serve both
Medicaid and commercial enrollees. Likewise, the three
major hospital systems and their affiliated physicians
all serve a mix of commercial, Medicaid and uninsured
patients.

AFFORDABLE CARE ACT (ACA) IMPLEMENTATION —MONITORING AND TRACKING
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» Overhauled and expanded Medicaid program. Under
a federal demonstration waiver, New Mexico is stream-
lining Medicaid managed care—which will be known
as Centennial Care—by reducing the number of plans,
integrating physical, behavioral and long-term care
services that have been managed in a more piecemeal
way, and steering patients to primary care. At the same
time, Medicaid coverage will become available to tens
of thousands of low-income people.

» Competitive state insurance exchange. The three major
local insurers are offering exchange products, and
two new entrants to the commercial market—Molina
Healthcare and New Mexico Health Connections,
a co-op plan—are selling products in the exchange.
BCBSNM has developed a low-premium, narrow-net-
work product for the exchange, and other carriers are
developing similar products.

Market Background

With about 900,000 residents, the Albuquerque metro-
politan area is relatively small compared to other metro
areas, but the four-county region—Bernalillo, Sandoval,
Torrance and Valencia—is home to almost half of New
Mexico’s residents (see map). The region is among the
fastest growing areas in the country, with the popula-
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tion increasing by 22 percent over 10 years, more than
double the national metropolitan average (see Table 1).
New Mexico is one of a growing number of so-called
majority-minority states—Latinos account for almost half
of the Albuquerque population and almost 70 percent of
population growth since 2000. Whites and blacks make up
42 percent and slightly more than 2 percent, respectively,
of the population. The area has a strong pre-Columbian
history and identity, and Native Americans, at about 6 per-
cent of the population, constitute a relatively large share of
residents.

Albuquerque-area residents tend to have lower incomes,
with 37 percent of the population having incomes below
200 percent of poverty compared to the metropolitan aver-
age of about 32 percent. The proportion of Albuquerque
residents without health insurance (16.6%) tracks the met-
ropolitan average, but the region has a relatively low level
of private health coverage—about 50.6 percent compared
to the metropolitan average of 56.3 percent. The area also
tends to have more small employers, which are less likely
to offer health coverage. In New Mexico, half of workers
are in firms with fewer than 50 employees, compared to 45
percent for states on average.! Albuquerque residents on
average have lower levels of diabetes and obesity than met-
ropolitan areas overall but higher prevalence of asthma,
smoking and fair or poor health status.

ACA IMPLEMENTATION —MONITORING AND TRACKING
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A bright spot in Albuquerque’s economy is a relatively
low unemployment rate, which was below the metropoli-
tan average during and after the Great Recession of 2007-
09. Along with many small firms, the region is home to
large federal government institutions, including Sandia
National Laboratories and Kirtland Air Force Base, and
associated private contractors. Other large employers
include Intel, the University of New Mexico, Albuquerque
Public Schools and the three major hospital systems.

State Regulatory Approach

New Mexico historically has imposed few rating restric-
tions on insurance carriers. The state currently allows
nongroup carriers to deny individuals coverage and allows
nongroup and small-group carriers to rate premiums by
age, tobacco use, industry, gender and health status, albeit
with some restrictions on the last two factors (see Table

2).2 To meet ACA requirements, New Mexico will start
requiring nongroup plans to offer coverage to all (subject
to capacity) and vary nongroup and small-group premiums
only by age and tobacco use (see Table 3). Just before pas-
sage of the ACA, New Mexico implemented a medical loss
ratio requirement of 85 percent for small-group products—
more stringent than the ACA’s 80 percent—and 75 percent
in the nongroup market, which has since been raised to

80 percent to comply with the ACA. In 2011, New Mexico
enacted a measure to allow the superintendent of insurance
to review insurers’ overall financial health and improve
transparency of the rate-review process.

Before the ACA’s passage, New Mexico also had imple-
mented measures to help people gain private coverage.
The New Mexico Health Insurance Alliance is a quasi-
public alliance of health insurers created by the state
Legislature in 1994 to sell coverage to small businesses,
the self-employed, and individuals who lost group cover-
age and exhausted any continuation coverage. Funded
by premiums and carrier assessments, the alliance offers
a comprehensive coverage product through the major
carriers. Unlike the nongroup market, the alliance offers
coverage without medical underwriting, and, unlike the
small-group market, it offers group coverage to the self-
employed. Still, alliance enrollment has been relatively
low—less than 4,300 in 2012—reportedly because of high
premiums. The state initially envisioned that the alliance
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Table 1
Demographics and Health System Characteristics

METRO AREAS
(800,000+ Por.)

ALBUQUERQUE

PopuLATION StaTisTICS, 2010 889,972

PoruLATION GrOWTH, 10 YEAR 22.0% 10.9%

PoPULATION GROWTH, 5 YEAR 11.4% 4.6%

AGE

PersONS UNDER 5 YEARS OLD 6.8% 6.6%

PersoNs UNDER 18 YEArs OLb 24.4% 24.3%

PersONs 18 10 64 Years O 63.1% 63.7%

PERSONS 65 YEARS AND OLDER 12.4% 12.0%

RACE/ETHNICITY

WHITE 42.0% 55.6%

Black 2.3% 14.1%

LatinO 46.9% 20.6%

ASIAN 1.8% 6.8%

OTHER RACE OR MULTIPLE RACES 6.9% 2.9%

FOREIGN BORN 10.2% 17.8%

Limiren/No ENGLISH 8.3% 11.7%

EDUCATION

HiGH ScHooL or HIGHER 86.8% 85.9%

BACHELOR'S DEGREE OR HIGHER 29.3% 32.4%

HEALTH STATUS

ASTHMA 14.4% 13.7%

DIABETES 71% 8.7%

ANGINA OR CORONARY HEART DISESASE 3.8% 3.7%

OVERWEIGHT OR OBESE 56.6% 62.1%

ADULT SMOKER 19.4% 15.2%

HEATH STATUS FAIR OR POOR 16.4% 14.7%

ECONOMIC INDICATORS

Less THAN 100% OF FEDERAL POVERTY LEVEL (FPL) 17.2% 14.2%

Less THAN 200% oF FPL 37.1% 31.9%

HouseHold INcome Asove $100,000 17.8% 24.4%

UNEMPLOYMENT RATE 2011 7.8% 9.0%

HEATH INSURANCE

UNINSURED 16.6% 17.0%

MEeDICAID/OTHER PUBLIC 16.4% 12.5%

PRIVATELY INSURED 50.6% 56.3%

MEDICARE 10.1% 10.0%

OTHER COMBINATIONS 6.3% 4.3%

Hospials

HosprraL Beps Ser Up AND STAFFED PER 1,000 POPULATION 2.5 2.8

AVERAGE LENGTH OF STaY, 2010 (DAYs) 57 57

HEALTH PROFESSIONAL SuppLY

PHysicians per 100,000 PopULATION 197 207

PRIMARY CARE PHYSICIANS PER 100,000 POPULATION 82 82

SPECIAUST PHYSICIANS PER 100,000 POPULATION 116 125

Sources: U.S. Census Bureau, 2010; American Community Survey, 2010; Centers for Disease Control and Prevention,
Behavioral Risk Factor Surveillance System, 2010; Bureau of Labor Statistics, 2011; American Hospital Association,
2010; Area Resource File, 2011
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New Mexico covers many low-income
people through Medicaid and the state
Children’s Health Insurance Program (CHIP).
The state is unusual in combining relatively
expansive eligibility with relatively high
provider payment rates—often states have

one or the other.

would serve as an insurance exchange—similar to the state
exchanges under the ACA—although the alliance lacked
the federal subsidies that the ACA will provide.

The state has operated a high-risk pool, the New
Mexico Medical Insurance Pool (NMMIP), since 1988 for
people denied coverage because of pre-existing conditions
or charged a premium more than 125 percent of the stan-
dard rate. The NMMIP is administered by Blue Cross Blue
Shield of New Mexico and had approximately 8,500 enroll-
ees in 2012. The state folded an ACA-required federal
high-risk pool into NMMIP, but enrollment in the federal
high-risk pool was suspended in March 2013 because of
dwindling federal funding.’

Large Medicaid Program

New Mexico covers many low-income people through
Medicaid and the state Children’s Health Insurance
Program (CHIP). The state is unusual in combining rela-
tively expansive eligibility with relatively high provider
payment rates—often states have one or the other. About
525,000 people were enrolled in New Mexico's Medicaid/
CHIP program in April 2013—more than a quarter of the
state’s population and the fifth highest rate in the nation.
Medicaid income-eligibility cutoffs for pregnant women
and children 18 and younger are higher than in most
states, at up to 235 percent of poverty for pregnant women
and 185 percent for children, with CHIP covering children
from 186 percent to 235 percent of poverty. Low-income
parents can receive coverage: if working, up to 85 percent
of poverty, if not working, up to 28 percent of poverty.
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Nondisabled, childless adults are not currently eligible
for Medicaid, but workers who earn up to 200 percent of
poverty may receive coverage through the State Coverage
Insurance (SCI) program, a Medicaid demonstration waiv-
er. The SCI is offered to individuals or through employers
and funded through a blend of individual and employer
contributions, along with state and federal funds. This
program offers limited benefits, charges modest premi-
ums and includes sliding-scale cost sharing for services.
The state has limited enrollment to 40,000 people since
November 2009 because of an enrollment cap in the SCI
waiver agreement.

Unrelated to the ACA, New Mexico has streamlined
the Medicaid application process and conducted outreach
activities to encourage enrollment, which also are expected
help enroll additional people under reform. Children and
pregnant women can gain immediate access to the pro-
gram through presumptive eligibility, which offers short-
term coverage for up to 60 days while formal applications
are processed. The state also places workers at hospitals
and health services organizations to screen and enroll
Medicaid applicants on site. Starting in late-2013, the state
is also rolling out a streamlined online application system.

Still, from an administrative perspective, New Mexico's
Medicaid program is complex and fragmented. The state
deems people eligible for the program if they fall in one
of approximately 40 different eligibility categories and
manages services for enrollees through 12 federal waiv-
ers. Respondents expect less fragmentation as the state
expands Medicaid under the ACA and streamlines the
program under Centennial Care.

Three Competing Hospital Systems

Three hospital systems serve Albuquerque: Presbyterian
Healthcare Services, with three acute-care hospitals and
a total of more than 700 beds; Lovelace Health System
with four acute-care hospitals and 500 total beds; and the
University of New Mexico Health Sciences Center (UNM)
with two acute-care hospitals and approximately 600 beds.*
The hospital systems’ service areas overlap heavily—all
three campuses are clustered downtown within a mile of
each other, and all three systems have built facilities in
the fast-growing areas west of the Rio Grande. As a teach-
ing facility with the only Level 1 trauma center in the

ACA IMPLEMENTATION —MONITORING AND TRACKING
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Table 2
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How Do New Mexico State Laws Compare to Major Provisions in the Affordable Care Act (ACA)?

ACA PRroVisioN (EFFECTIVE DATES)

New Mexico Law Berore THE ACA

Making Coverage Available and Affordable

ally financed, temporary high-risk pool that provides coverage

sured for at least six months.

High-Risk Pool (2010-2014): States must have in place a feder- -

to individuals with pre-existing conditions who have been unin-

New Mexico has had a state high risk pool, the New Mexico
Medical Insurance Pool (NMMIP), in place since 1988.
NMMIP is intended for those denied or unable to afford cov-
erage, and had almost 8,500 enrollees as of early 2012.

Medicaid Expansion (2014): States have the option to expand
Medicaid coverage to 138% of the federal poverty level (FPL)
for individuals (U.S. citizens and legal immigrants residing in
the country at least five years) under age 65. Coverage of
newly eligible individuals will be fully funded by the federal
government until 2016, with support gradually declining to
90% of cost by 2020.

New Mexico Medicaid covers children ages 0-5 up to 185%
of FPL; children ages 6-19 up to 185% of FPL; pregnant
women up to 235% of FPL; and doesn’t cover childless adults
at all. However, the state provides childless adult coverage up
to 200% of FPL through its State Coverage Initiative program.
New Mexico’s Children’s Health Insurance Program (CHIP)
covers children above Medicaid eligibility levels but below
235% of FPL. One estimate predicts a 36% increase in New
Mexico’s Medicaid/CHIP enrollment under the ACA Medicaid
eligibility expansion to 138% FPL.

Regulating the Private Insurance Market

one who applies for coverage. (Prior to the ACA, federal law

that guaranteed renewability apply to both small-group and
nongroup plans.)

Guaranteed Issue (2014): Carriers must offer a policy to every-

required that guaranteed issue apply to small-group plans and

New Mexico does not require guaranteed issue in the non-
group market.

Modified Community Rating (2014): Carriers cannot base
insurance premiums on an individual’s health status but can
base premiums on age (limited to a 3 to 1 ratio); geographic
area; family composition (single vs. family coverage); and
tobacco use (limited to a 1.5 to 1 ratio).

New Mexico allows both smallgroup and nongroup premiums
to vary with age, tobacco use, industry, gender and health sta-

- tus. Within any age group, health status may be used to vary
- premiums within a 2.5 to 1 ratio, and a maximum of 0.2 of
- this total variation may be ascribed to gender.

ment and state.

Review of Premium Rate Increases (2010): Carriers must justify %
particularly large premium rate increases to the federal govern-

New Mexico’s rate-review law requires all health plans to file
nongroup and small-group rate increases with the Office of
the Superintendant of Insurance, which then has 60 days to
deny or approve the request.

Medical Loss Ratios (2010 and 2011): Since 2010, carriers
must report the share of premium dollars spent on clinical ser-
vices, quality initiatives, administrative and other costs, and

if the share of premiums spent on health care services and
quality initiatives is less than 85% for large-group plans or
80% for nongroup and small-group plans.

since 2011, provide rebates to consumers or reduce premiums

New Mexico already had medical loss ratio (MLR) require-
ments for insurers. In the small-group market, its existing MLR
requirement (85%) exceeded (and continues to exceed) the
ACA requirement. In the nongroup market, the MLR require-
ment was raised from 75% to 80% to comply with ACA
requirements.

1 Kenney, Genevieve M., et al., State and Local Coverage Changes Under Full Implementation of the Affordable Care Act, prepared by the Urban Institute for the Kaiser Commission on Medicaid and the

Uninsured, Washington, D.C. (July 2013).

Sources: Authors’ analysis of existing state regulations and ACA provisions; Kaiser Family Foundation State Health Facts, New Mexico: Health Insurance & Managed Care, http://kff.org/state-category/
health-insurance-managed-care/?state=NM, (accessed Oct. 15, 2013); Kaiser Family Foundation, State Exchange Profiles: New Mexico, http://kff.org/health-reform/state-profile/state-exchange-profiles-
new-mexico/, (accessed Oct. 15, 2013); Kaiser Family Foundation, Summary of the Affordable Care Act, Menlo Park, Calif. (April 23, 2013)

state, UNM provides a large safety net role for low-income
patients, as well as specialized care that the other systems
don’t offer, giving UNM broad appeal as a so-called must-
have provider in health plan networks. UNM also offers a
program that coordinates and heavily subsidizes care for
about 30,000 low-income, uninsured Albuquerque resi-

ACA IMPLEMENTATION —MONITORING AND TRACKING

dents. Most Albuquerque physicians are employed, either
in one of the hospital system’s medical groups or in large
independent practices.

Uninsured people and Medicaid enrollees in
Albuquerque primarily receive care through the three
health systems, several federally qualified health centers,
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In contrast to the increasingly consolidated
commercial health insurance market in
many metropolitan areas, the Albuquerque

market remains relatively competitive.

other safety net clinics and some private-practice phy-
sicians. Given the relatively high proportion of Native
Americans in the area, the Indian Health Service is also

an important part of the Albuquerque safety net (see page
7). Respondents indicated that relatively high Medicaid
enrollment, coupled with relatively low rates of commercial
coverage, leads most providers to accept Medicaid patients.
New Mexicoss relatively high Medicaid payment levels, with
rates almost on par with Medicare payment, also reportedly
encourage provider participation.

Albuquerque’s per capita supply of hospital beds and
physicians is similar to that of other metropolitan areas.
Still, access to care can be challenging in the more rural
areas of the market, which suffer from sparse provider sup-
ply and long travel distances to provider facilities. Further,
respondents noted considerable concern that provider
capacity will be insufficient throughout the market as many
people potentially gain insurance coverage and seek health
care services under health reform. One respondent noted
that the state Legislature may consider expanding physician
assistants’ scope of practice as one way to address shortages
of primary care providers.

Competitive Health Insurance Market

In contrast to the increasingly consolidated commercial
health insurance market in many metropolitan areas,

the Albuquerque market remains relatively competitive.
The region has long been served by three major plans:
BCBSNM, a part of Health Care Service Corp., a mutual
company that operates Blue plans in four other states;
Presbyterian Health Plan, owned by nonprofit Presbyterian
Healthcare Services;® and Lovelace Health Plan, which is
owned by Nashville, Tenn.-based Ardent Health Services,
a for-profit hospital chain that also owns Lovelace Health
System.

NO. 8 OF 8 « OCTOBER 2013

Although BCBSNM is the largest carrier in the state,
the commercial insurance market in Albuquerque is fairly
competitive across group size. Statewide, BCBSNM has
about half of the nongroup sector, while Presbyterian has
about a third of the market. BCBSNM, Presbyterian and
Lovelace each hold roughly 30 percent of the small-group
market. National carriers UnitedHealth Group and Cigna
are also in the commercial market and account for the
remainder of nongroup and small-group enrollment. In the
large-group market, BCBSNM has about 40 percent of the
market statewide, followed by Presbyterian with 29 percent
and Lovelace with 24 percent.®

While both the Presbyterian and Lovelace health plans
are closely tied to their respective hospital systems, respon-
dents perceived Presbyterian as having stronger local roots
and more stability, noting that employers that can afford a
higher premium appear to prefer the Presbyterian brand.
Lovelace, on the other hand, is viewed as aggressively
competing on price for employers” business. Reportedly
Ardent’s acquisition of the Lovelace hospital system and
health plan a decade ago undermined Lovelace’s commu-
nity ties and perception as a local plan, but recent invest-
ments in Albuquerque have strengthened the plan’s com-
munity ties.

Three recent events also have contributed to specula-
tion about Lovelace Health Plan’s future. First, in late-2012,
contract renegotiations broke down between Lovelace and
ABQ Health Partners, a large multispecialty physician
group that historically was central to the plan’s identity.
After an acrimonious public dispute, ABQ Health Partners
left the Lovelace network. Second, Lovelace lost significant
enrollment after losing a bid to continue serving Medicaid
patients and subsequently sold its Medicaid enrollment to
Molina Healthcare. And, third, the Lovelace Health Plan
CEO abruptly departed in mid-2013, with Optum, a sub-
sidiary of UnitedHealth Group, stepping in to manage the
plan until a new CEO is selected.

HMO Tradition Ties Plans to Providers

While HMOs with modest copayments and low or no
deductibles all but disappeared from many markets,

they continue to be the most popular product type in
Albuquerque, followed by preferred provider organiza-
tion (PPO) products. High-deductible health plans remain

ACA IMPLEMENTATION —MONITORING AND TRACKING
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largely absent in Albuquerque. In line with the prevalence
of HMOs, Albuquerque is well ahead of the national curve
in employer and consumer acceptance of products with
limited-provider networks.

Beyond the universal need to contract with the
University of New Mexico flagship hospital, health plans
in the market generally limit hospital contracts to either
the Lovelace or Presbyterian systems. BCBSNM'’s hos-
pital network includes UNM and Lovelace but excludes
Presbyterian. Respondents reported that many employers
and employees in the market generally accept that choos-
ing a health plan equates to picking a hospital system and
physician group.

There appear to be limited provider-payment innova-
tions in the market, with the exception of the Presbyterian
Health Plan, which puts affiliated hospitals and physicians
at risk for the cost of patients’ care through capitated—
tixed, per-member, per-month—payments. Presbyterian
Healthcare Services also developed a Medicare Pioneer
accountable care organization in late 2011 but dropped out
in 2013, citing difficulties achieving savings because service
utilization was already low.” Presbyterian also has accelerat-
ed acquisition of physician practices, although respondents
perceived only limited administrative and clinical integra-
tion of the acquired practices.

Revamping Medicaid Managed Care

New Mexico has long supported Medicaid managed care.
Approximately three-quarters of Medicaid enrollees state-
wide are enrolled in health plans participating in the state’s
risk-based managed care program Salud! Managed care is
mandatory for pregnant women, parents, children and dis-
abled individuals, except those who are Native American.
Historically, all three major commercial carriers in the
market have also offered Medicaid managed care products
statewide. Presbyterian Health Plan has been the largest
Medicaid plan, with almost 45 percent of the state mar-
ket in early 2013, followed by Lovelace Health Plan with
a 21-percent market share and BCBSNM with about 10
percent. Molina Healthcare, a national for-profit carrier
that specializes in Medicaid, serves about 23 percent of
the market. Three other carriers have historically provided
carve-out services to Medicaid patients: UnitedHealthcare

ACA IMPLEMENTATION —MONITORING AND TRACKING
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Access to Care for Native Americans

To accommodate particular barriers to care and the
rural nature of many Native American communities,
the safety net for Native American pueblos, tribes and
nations is broader than the traditional safety net. The
federal Indian Health Service provides health care to
Native Americans by operating outpatient facilities and
is the payer of last resort for services received in other
facilities.

Low-income Native Americans also are eligible for
Medicaid and have the option of choosing a Medicaid
health plan but are not required to be in managed care
except for those receiving long-term care services or
dually eligible for Medicaid and Medicare. A state pro-
posal to mandate enrollment in managed care for Native
Americans in Centennial Care, the state’s revamped
Medicaid program, was disallowed by the federal gov-
ernment, although Native Americans have the option
to enroll. Also, new cost-sharing requirements under
Centennial Care—including copayments for non-urgent
emergency department use—do not apply to Native
Americans because of federal requirements.

The ACA also includes special provisions for Native
Americans—they are exempt from the individual man-
date penalties, they will not face any cost sharing if they
enroll in an exchange plan and have income below 300
percent of poverty, and they may enroll in exchange
plans at any time, not just during an annual open-
enrollment period.

Community Plan of New Mexico; Amerigroup, a
WellPoint subsidiary, for long-term care; and Optum
Health, a United subsidiary, for behavioral and mental
health services.

However, plan participation in Medicaid is changing as
New Mexico revamps its managed care program for 2014.
The state aims to streamline administration of the pro-
gram—which will be called Centennial Care—with a goal
of containing costs and improving patient care. The state
is combining 12 federal waivers tied to managing different
services into one overall waiver and shifting to a patient-
centered medical home model that emphasizes integrating
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In the coming years, Medicaid managed
care enrollment will increase significantly in
New Mexico. The ACA Medicaid expansion
will extend coverage to almost all residents
with incomes under 138 percent of poverty,
including nondisabled, childless adults for

the first time.

and coordinating services across care settings. The state
also required all participating health plans to bid competi-
tively to provide all Medicaid-covered services—medical,
behavioral and mental health, home- and community-
based services, and long-term care—under fixed per-mem-
ber, per-month payments, or capitation.

In February 2013, the state selected four plans to partici-
pate in Centennial Care for 2014: Presbyterian, BCBSNM,
United and Molina. Several factors reportedly strengthened
these plans’ bids: Presbyterian is an integrated delivery
system and has been the largest plan; Molina specializes in
public programs; BCBSNM has strong brand recognition
as a commercial plan; and United has experience serving
commercial enrollees’ broad health needs and managing
long-term care services under the previous waiver. Lovelace
lost its Medicaid contract, which represents a major shake-
up for the plan and the state’s Medicaid market.

With Lovelace’s contract terminated, Molina recently
acquired Lovelace’s Medicaid members, which immediately
doubled Molina’s Medicaid enrollment, putting Molina on
par with Presbyterian as far as market share. The transfer
in enrollment was negotiated between Lovelace and Molina
and was approved by the state. Lovelace plan enrollees who
have switched to Molina can continue to receive care from
Lovelace providers under the new arrangement.

In the coming years, Medicaid managed care enroll-
ment will increase significantly in New Mexico. The ACA
Medicaid expansion will extend coverage to almost all resi-
dents with incomes under 138 percent of poverty, including
nondisabled, childless adults for the first time. And, the
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individual mandate and exchanges will likely lead many
individuals to enroll in Medicaid who otherwise would not.
How the enrollment increase, along with United’s expanded
role, will affect competition and market shares remains to
be seen.

Provider networks reportedly are quite similar
across Medicaid health plans, with the exception of the
Presbyterian health system that, in the four-county met-
ropolitan area, only serves Medicaid enrollees in the
Presbyterian plan.

While Medicaid health plans now pay providers pre-
dominantly on a fee-for-service basis, the state wants
Medicaid plans to implement new payment arrangements
under Centennial Care. Respondents suggested that the
state’s more streamlined approach to plan contracting, as
well as some health plans’ alignment with providers, could
facilitate the development of Medicaid accountable care
organizations—groups of providers that are responsible for
the cost and quality of care for a defined patient popula-
tion.

Stop-and-Go Reform

When the ACA passed in 2010, then-Gov. Bill Richardson
(D) embraced reform and forged ahead with plans for

a state-run insurance exchange. However, prepara-

tions stalled under his successor, Susana Martinez, a
Republican who took office in January 2011. She ini-
tially vetoed legislation to establish a state-run insurance
exchange and delayed a decision until January 2013 to
expand Medicaid.

Gov. Martinez proposed establishing the New Mexico
exchange administratively by designating the existing New
Mexico Health Insurance Alliance (NMHIA) as the state
exchange. The state Legislature resisted the approach, how-
ever, because NMHIA was led by appointees of the health
plans and the governor. Legislators objected to simply
designating NMHIA as the exchange without authorizing
legislation, presumably because they wanted to be able to
appoint some members to the exchange board.

Martinez, after working with the Legislature to find a
compromise, signed legislation establishing an exchange
in March 2013. The newly created exchange board
includes six members appointed by the governor, six by

ACA IMPLEMENTATION —MONITORING AND TRACKING
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Table 3
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Implementing the Affordable Care Act (ACA): New Mexico's Key Decisions

ACA PROVISION

NEew Mexico's DECISION

Insurance Exchanges: By 2014, states must have in operation insurance
exchanges selling products to individuals and small groups. States may
operate their own exchanges, partner with the federal government to
operate their exchanges, or allow the federal government to operate and
administer their exchanges. Federally operated exchanges will offer one
small-group plan in 2014; states choosing to operate their own small-
group exchanges now have until 2015.

New Mexico will operate its own small-group
exchange, but the federal government will oper-
ate the individual exchange in 2014. The state is
planning to operate the individual exchange in the
future.

Nongroup and Small-Group Markets & Exchanges: States have the option
to merge the risk pools of the nongroup and small-group markets; they
also may operate a combined small-group and nongroup exchange, pro-
vided the exchange has adequate resources to assist both small employ-
ers and individuals in purchasing coverage.

Keep nongroup and small-group markets separate
and operate separate exchanges.

Passive vs. Active Purchaser: States will decide the degree to which their
exchanges will regulate health insurance products. States may allow any
insurance product that meets the minimum federal requirements to be sold
through the exchange, referred to as a clearinghouse model. Or, states
may select plans to be offered in the exchanges based on additional
requirements, referred to as an active purchasing model.

The federally facilitated individual exchange will
use the clearinghouse model in 2014, while New
Mexico has yet to declare what model it will use
for the small-group exchange.

Tools to Reduce Adverse Selection: States must adopt a risk-adjustment
model for nongroup and small-group health plans, in which they collect
payments from plans with relatively healthier enrollees and redistribute
these funds to plans with relatively sicker enrollees.

The federally facilitated individual exchange will

apply the federal risk-adjustment methodology. It

is unclear whether the small-group exchange will

also apply the federal methodology or a different
methodology.

Essential Health Benefits Package: States must select a health benefits
package that establishes a benchmark level of minimum coverage for
plans sold in the exchange (and non-grandfathered plans sold outside the
exchange). For this essential health benefits package, states may choose:
1) one of the three largest (based on enrollment) small-group insurance
products; 2) one of the three largest state employee health plans; 3) one
of three largest Federal Employee Health Benefit Program plan options; or
4) the largest insured commercial health maintenance organization.

The state’s largest small-group product (Lovelace
Classic Preferred Provider Organization).

Sources: Authors’ analysis of existing state regulations and ACA provisions; Kaiser Family Foundation State Health Facts, New Mexico: Health Insurance & Managed Care, http://kff.org/state-category/
health-insurance-managed-care/?state=NM, (accessed Oct. 15, 2013); Kaiser Family Foundation, State Exchange Profiles: New Mexico, http://kff.org/health-reform/state-profile/state-exchange-profiles-
new-mexico/, (accessed Oct. 15, 2013); Kaiser Family Foundation, Summary of the Affordable Care Act, Menlo Park, Calif. (April 23, 2013)

the Legislature, plus the state superintendant of insurance
and human services secretary. Although the new exchange
is officially distinct from NMHIA, there is some continu-
ity—the chairman of the new exchange board was on the
NMHIA board, and the NMHIA executive director was
hired as the interim CEO of the exchange.

Time pressures and technological challenges led the
state in May 2013 to fall back on a hybrid model for the
exchange. The small-group exchange will be state run,
while the nongroup exchange will be federally facilitated,
but the state will assume responsibility for plan manage-
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ment activities, including approving qualified health plans,
regulating premiums and conducting enrollment outreach.
At some point, the state intends to shift to a state-run non-
group exchange.

The state selected the largest small-group product, the
Lovelace Classic PPO, as the benchmark essential health
benefits plan. A number of consumer advocacy organiza-
tions and health professionals have criticized the Lovelace
PPO for having weak coverage of mental health services.?

Respondents in Albuquerque cited a number of common
questions and concerns about setting premiums for prod-
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To date, five health plans are offering
products for the Albuquerque market on

the New Mexico insurance exchange.

ucts offered in the exchange, similar to those heard in other
markets across the country, including:

+ Risk pools—How sick will the newly insured be com-
pared to the currently insured? Will young and healthy
enrollees drop out because of higher rates and instead
pay the tax penalty? Which small groups will drop cov-
erage and how will this affect the risk pool?

o Pent-up demand—will the newly insured make up
months and years of forgone care by using large amounts
of medical care?

 Expanded benefits—how much utilization will occur,
and how much will premiums increase because ACA
minimums exceed benefits of many existing plans, espe-
cially in the nongroup market?

« Risk adjustment—how will the health status of enrollees
be measured, and how will funds be redistributed among
carriers? Will this process adequately account for differ-
ences in risk profiles of plan members?

Along with these broader concerns, there are some addi-
tional ways these issues could play out more specifically in
the Albuquerque market.

Broad health plan interest in the exchange. To date,
five health plans are offering products for the Albuquerque
market on the New Mexico insurance exchange. This group
includes the established commercial plans—BCBSNM,
Presbyterian and Lovelace—and Molina, a new entrant
to the commercial market that previously served only
Medicaid and Medicare enrollees. Additionally, a new
co-op plan, New Mexico Health Connections (NMHC),
is participating in the exchange. Molina offers nongroup
products while the other four offer both nongroup and
small-group products. According to a plan executive, the
co-op will focus on supporting primary care through com-
munity health centers and collecting data on costs and
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patient outcomes. National plans Cigna and United are not
offering exchange products in 2014.

Nongroup premiums expected to be relatively afford-
able. According to the state,” premiums in 2014 for a silver-
level policy for a 40-year-old nonsmoker in Albuquerque
will range from $189 to $258 a month, with the second-
lowest silver premium of $212 determining the level of
federal subsidy an individual receives regardless of the
plan chosen. New Mexico’s insurance superintendent had
expected premiums in the nongroup and small-group
markets for similar products to rise by roughly 10 percent
in 2014 but premiums are only about 5 percent higher on
average.'’ Also, one report indicates Albuquerque’s premi-
ums in 2014 will be lower than in most markets.!!

Presbyterian’s proposed rates were the highest among
small-group products and roughly average among non-
group products. Proposed premiums from Lovelace are
at or below average in both market segments, consistent
with its reputation as an aggressive competitor on price.
Lovelace’s low premiums also may be a bid to gain enroll-
ment following recent membership declines. As new
entrants to the commercial market, Molina and New
Mexico Health Connections had to set premiums with-
out the benefit of any claims experience. Both are offer-
ing products with competitive premiums, lower than
Presbyterian and Lovelace. BCBSNM is offering widely
divergent plans. At one end are BCBSNM’s PPO prod-
ucts, which offer a traditional network but with relatively
high premiums. At the other end is BCBSNM’s new Blue
Community HMO, a narrow-network product offering by
far the lowest premium in the exchange—$189 for silver-
level individual coverage for a 40-year-old compared to an
average premium of $232. Other health plans have not cre-
ated new products specifically for the exchange.

Employers consider moves to sidestep regulations. As
in other markets, Albuquerque respondents discussed
ways in which employers may try to avoid ACA require-
ments. Although respondents reported that employers
have been conservative about moving to self-insurance, a
few respondents noted heightened interest among increas-
ingly smaller employers, even as small as 25 employees.
Currently, Lovelace and Presbyterian health plans will only
offer a self-insured option to employers with at least 250
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enrollees, though Presbyterian is creating a product target-
ing employers with as few as 25 employees. And a number
of respondents predicted that some employers may choose
to drop coverage and employer contributions altogether,
shifting employees to the individual exchange, though they
typically agreed this would be unlikely until after the first
year of exchange operation.

Brokers feel secure. Unlike other markets, respondents
did not express much concern about the role of brokers
in the exchange environment. According to recommenda-
tions from a state task force, brokers will likely continue to
assist small employers and individuals buy insurance and
help individuals apply for coverage through the exchange
or Medicaid."? Brokers will continue to receive commis-
sions from carriers, rather than from the exchange.? Still,
one respondent pointed out that the new medical loss ratio
requirements are pressuring carriers to reduce administra-
tive costs, with United ending broker commissions, leaving
brokers to instead bill employers directly for their services.

Medicaid expansion moving forward. New Mexico is
one of a growing number of states with Republican gover-
nors to opt for the ACA’s Medicaid expansion. With nearly
40 percent of nonelderly adults in the state earning below
138 percent of poverty, one estimate predicts that full
implementation of the Medicaid expansion will increase
Medicaid/CHIP enrollment in New Mexico by about 35
percent, or more than 150,000 new enrollees."

Respondents expect robust competition among Medicaid
health plans. While BCBSNM is a relatively new entrant
to the Medicaid market, many expected the Blue plan to
attract many new enrollees by virtue of reputation and
brand recognition. Three of the four Centennial Care
plans—BCBSNM, Presbyterian and Molina—are selling
commercial products on the exchange, positioning them
to compete for the subsidized population and minimize
coverage disruptions among those whose income fluctu-
ates between Medicaid and subsidized private coverage
eligibility. Despite these options, New Mexico is continu-
ing to explore the possibility of establishing a Basic Health
Program, which allows states to use federal funds to offer
subsidized coverage to adults with incomes between 139
percent and 200 percent of poverty who would other-
wise be eligible for premium subsidies on the exchange.
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However, federal implementation of this program has been
delayed until 2015.

With more than 20 percent of New Mexicans cur-
rently uninsured, the number of residents expected to gain
Medicaid coverage or other insurance under the ACA is
expected to be large relative to other states. New Mexico’s
uninsurance rate is projected to drop by 16 percentage
points under the ACA—the second-largest decline expected
among states."

Issues to Track

« Will efforts succeed to enroll the large uninsured popula-
tion in Albuquerque in Medicaid or subsidized private
coverage on the exchange? Will small employers add to
exchange enrollment by dropping coverage in large num-
bers?

o Will the Lovelace Health Plan overcome recent chal-
lenges to remain viable?

« What impact will the state’s overhaul of its Medicaid
managed care program, coupled with the Medicaid
expansion, have on health plan competition and enroll-
ees access to services, provider payment and overall pro-
gram costs?

« Will the New Mexico Health Connections co-op plan get
off the ground in the exchange? How successful will it be
in differentiating itself from the existing players?

« In the exchange, will BCBSNM’s new narrow-network
HMO be popular?

 Will UnitedHealth Group continue to stay out of the
exchange? If so, will its Medicaid plan become less
attractive because it cannot hold onto enrollees who
“churn” between eligibility for Medicaid and subsidized
private coverage?

« Will New Mexico successfully manage the transition to a
state-run nongroup exchange, and what implications will
that have on plan participation and enrollment?

« How adequate will provider supply be as more people
gain coverage and seek services, particularly in rural
areas already struggling with provider shortages?

11
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Albuquerque is one of eight metropolitan communities studied by the Center for
Studying Health System Change on behalf of The Robert Wood Johnson Foundation.
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As part of the Robert Wood Johnson Foundation’s (RWJF) State Health Reform Assistance Network initiative, the Center for Studying Health
System Change (HSC) examined commercial and Medicaid health insurance markets in eight U.S. metropolitan areas: Baltimore; Portland,
Ore.; Denver; Long Island, N.Y.; Minneapolis/St. Paul; Birmingham, Ala.; Richmond, Va.; and Albuquerque, N.M. The study examined both
how these markets function currently and are changing over time, especially in preparation for national health reform as outlined under the
Patient Protection and Affordable Care Act of 2010. In particular, the study included a focus on the impact of state regulation on insurance
markets, commercial health plans” market positions and product designs, factors contributing to employers” and other purchasers’ decisions
about health insurance, and Medicaid/state Children’s Health Insurance Program (CHIP) outreach/enrollment strategies and managed care.
The study also provides early insights on the impact of new insurance regulations, plan participation in health insurance exchanges, and
potential changes in the types, levels and costs of insurance coverage.

This primarily qualitative study consisted of interviews with commercial health plan executives, brokers and benefits consultants, Medicaid
health plan executives, Medicaid/CHIP outreach organizations, and other respondents—for example, academics and consultants—with @
vantage perspective of the commercial or Medicaid market. Researchers conducted 14 interviews in the Albuquerque market between April
and July 2013. Additiondlly, the study incorporated quantitative data fo illustrate how the Albuquerque market compares to the other study
markets and the nation. In addition to a Community Report on each of the eight markets, key findings from the eight sites will also be ana-
lyzed in two publications, one on commercial insurance markets and the other on Medicaid managed care.
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