Liz Cusick

I. Introduction

A. Retired after 31 years of Federal service

1. First 15 years in Social Security Administration budget office

2. Five years at the Office of the Secretary of the Health and Human Services budget office

3. Last 11 years at CMS

a. Policy and operations

b. CFO for awhile

c. Acting Executive Associate Administrator

d. During political transition was Deputy Director of CMM

B. Background for 1997 Re organization

1. Headed design team to examine fundamental structure of HCFA

2. Context of the decision – Bruce Vladek decided to move forward

a. Clinton Healthcare initiative was not successful.

b. Major legislative reforms not expected.

c. Agency heavily criticized by outside authorities both Congress and Provider groups for being out of touch and being a stodgy bureaucracy.

d. Newt Gingrich, then speaker of the House, on national TV said that HCFA should wither and die on the vine.

e. Senior staff believed that this meant we probably needed to re-examine our approach.

f. The organization had not been looked at since the agency was created in 1977 and in fact, had not really been examined since the Medicare program was created in the mid-1960s.  Since that time the program had changed dramatically.

i. For example:  Managed Care didn’t really exist when Medicare started.  By the mid 1990s between 10% and 15% of beneficiaries were in Managed Care arrangements.

g.  In addition, the administration of the program had changed dramatically.  Claims processing became almost totally automated.

h. HCFA was in the middle of a major systems project to create a new platform called MTS

i. The agency was also pursuing legislation to dramatically change its relationship with the insurance companies who administered the program for us

3. After Liz had discussions with Bruce, she talked to several other senior staff, mainly Kathy Buto and Steve Pelovitz.

4. She agreed to head up the design team.

5. Bruce said that he had no preconceived notions.  He gave us no parameters for the reorganization.

6. Liz recruited team members from across the agency, all grades, including the field offices.

7. There were about 5 full-time members and 12 part-time members.  

8. We called ourselves the HCFA of Tomorrow team or the HOT team.

9. We began working late in the spring of 1996.

10. We had a really wonderful time following standard reengineering process models.

11. We started by trying to get leadership to come up with a clear definitions of what it was that HCFA should be doing as a leader in the healthcare industry.

12. We had a stakeholder conference where we included

a. Beneficiaries

b. Providers

c. Other healthcare policy thinkers

d. Senior HCFA leadership

13. We gathered input from people about 

a. What HCFA did well and what they did poorly

b. What kinds of roles it should have into the future

c. One of the most interesting parts of this conversation was that there were people in the room who didn’t talk to each other so they got to hear what kinds of competing demands were being placed on the agency.

d. Liz’s favorite part of this was a bunch of beneficiaries who stood up and said that HCFA’s role should be to enforce the Hippocratic Oath and then a bunch of doctors stood up and said HCFA should never talk to us because they just get in our way of delivering service.  That was very interesting.

14. We taped the end of that series so that people who weren’t there could hear about it.

15. We came back to Baltimore.

16. We convened a much larger group of managers (about 130 people) who listened to the tape and then spent a long time trying to sort through what kind of role they thought HCFA should have.

17. We came up with six basic roles.

a. Some of them the kind of normal things like making payments and being a leader in healthcare

b. Two of them were really interesting because Liz did not think the team had thought about them before.

i. One of them was that HCFA should take a leadership role in the quality movement that was starting in the healthcare industry.

ii. The second was that we should realize the value of the data that we held in our systems because we have so much administrative data about people’s health records.

c. The end result of this was a white paper that was accepted by Senior Staff to be sort of a roadmap for the future, a concept called Beneficiary Centered Purchasing.

i. What this meant was that HCFA should start thinking of itself as a purchaser of healthcare services as opposed to a payer of bills

ii. What this meant is 

1. That we as an agency needed to  think about quality, 

2. About making sure that we were acquiring the best healthcare that beneficiaries could have 

3. It was a very different approach.

18. After that the team developed a series of alternative organizational models which were presented to senior staff

a. They were a wide range of models including

i. Extremely decentralized models

ii. A very centralized command and control model

iii. Functional models

iv. Something that was a sort of market based approach although we called it audience based because government agencies don’t have markets

b. After a little tweaking and mix and matching, we ended up with what was basically this market model or audience model.

i. It was based on the concept that there were three basic sets of groups who were markets or audiences with whom the agency dealt.  They were beneficiaries, providers and plans and states. 

c. The three largest components of the organization focused on those models.  They included responsibility for both policy and operational aspects of the programs

d. There was crated for the first time a clinical officer that was headed by a Chief Clinical Officer which was the Office of Clinical Standards and Quality

e. Then all of the administrative support services were centralized in three major components

i. Office of Financial Management

ii. Office of Information Systems

iii. Office of Internal Customer Service

f. The biggest change in this fundamental design since then has been the one that the current Administrator, Tom Scully, implemented which was to move two more lines of business.

i. That resulted in moving all the fee for service programs together. 

ii. And all of the planned managed care programs together instead of focusing on beneficiaries and providers

19. That was the basic concept of the reorganization implemented in the summer of 1997.

II. The reorganization in retrospect

A. The implementation of such a large change was bound to cause disruption.  People were very clear about that.

B. Unexpected was the passage of major legislation in 1996 and 1997

1. Created new payment systems

2. Created Medicare + Choice program

3. Created National Education program

C. Dawning realization of the amount of work that was going to be involved in Y2K for our systems changes

D. All of these work efforts hit at the same time as the reorganization.

E. That made things more difficult than had been earlier anticipated.

F. We actually dealt with some of those things better because we were in the new organization.

1. For example, having the Center for Beneficiary Services made it possible to implement the Medicare plus Choice and the National Education program efforts in a way that we would not have been able to do otherwise.

2. Likewise, having a consolidated Office of Information Services that included both HCFA and contractor systems made it much easier to control the Y2K efforts and make sure that money was used well.

G. The place it really hurt was in the Center for Health Plans and Providers which was so busy implementing new payment systems that they didn’t really get to think through some of the opportunities that were created within the organization.

H. If Liz had it to do over again, yes, there are some things she would do different.

1. On the process side she would have involved mid-level managers more directly in the process.

a. We did a very good job of getting staff input and staff involvement.

b. We had a pretty large group of senior staff who were heavily involved.

c. First-line supervisors got short changed and left out.  That was unfortunate

2. There are also a couple of organizational things that we had not thought through as clearly as we should have.

a. The largest was the impact of completely dismantling the Bureau of Program Operations which was the component that was responsible for managing the Medicare contractors.

i. In part this was the result of a flawed assumption which was that we would implement the MTS, the systems platform that was being worked on and it would really change the relationship with contractors.

ii. The effort was stopped in the middle and so it didn’t happen but even so Liz does not think we really thought it through well enough.

iii. That has since been addressed by the creation of the Medicare Contractors Management Group which has taken on the consolidating role of managing the Medicare contractors.

b. The other one Liz would think about a little bit differently but doesn’t know if it would have a different answer is over-site of the survey and certification function which was put into the Center of Medicaid State Operations because it is a state run program but it has a very heavy quality component and could have been put in with the quality efforts

I. On the whole, Liz is unequivocally proud of the work that her team did and thinks that it was a good thing for the organization to happen and for the examination to happen.  Although it was difficult, and people who lived through it still remember it - not very fondly.

J. One aspect of the organization that is really problematic still is the fact that it is still a matrix organization so in order to do almost anything you have to get multiple parts of the organization involved.

K. At the time Senior Staff were very clear that that was what they wanted to do and they understood the cost of doing it.  

L. There’s been substantial leadership change since then and people are perhaps not as careful or as understanding of the overhead it takes to run that kind of an organization but the basic fact of organizations is that no structure is perfect and all you do is either create problems or solve problems

M. This structure was chosen and has been pretty good at doing several things.

1. Shaking up the organization

2. Bringing operations and policy more closely together

3. Creating a focus for quality

4. Creating an enterprise-wide systems organization

5. Those pieces have been successful.  Yes, there are some other problems.

III. Contracting Reform – This is the generic name for some legislation that has been pursued by the agency for quite a long time.

A. Liz was first involved with it when she was working with the Office of the Secretary in 1987.

B. As she speaks in the summer of 2003 we think that it might actually pass.

C. So she has been working on this for 16 years off and on, not consistently.

D. The reason that the legislation is needed is that the contracting authority contained in Title 18 of the Social Security Act was based on the way the healthcare industry was organized in the mid-60s and 40 years later the world is a very different place.

1. When Medicare passed an essential part of the compromise was that the program would be administered by insurance companies.

2. The work was guaranteed to existing insurance companies, largely to Blue Cross/ Blue Shield plans almost in perpetuity.

3. The geographical boundaries of the contracting areas were based largely on where the Blue Cross/Blue Shield plans existed so they were largely state boundaries.

4. But in some cases where there were multiple contracts within a state there were multiple contracts within the state.

5. The insurance companies were in essence told to do whatever you do on your private side except do it for us and we’ll pay you what it costs you.

6. That was the original deal.

7. The insurance companies had insisted on being paid costs because they thought the government would try to short change them.  

8. They didn’t really think about the possibility of making a profit because at that time most of them were nonprofit organizations.

E. Over time things have changed a lot.

F. The health insurance industry has changed.

1. A lot of the insurance companies have become providers of care.

2. As managed care developed many insurance companies moved into that which changed the way that they thought about what their business was.

G. The program has changed a lot.

1. We now have standard rates.

2. We think of it as a national program.

3. We look for ways to minimize variation.

H. HCFA/CMS has changed a lot.

1. We have a much more defined role and a much more directive role in setting rates and making sure that the program works the way that it should.

I. The legislative changes that CMS has been seeking would allow us to use standard government contracting practices with the Medicare contractors.

1. We would compete work on a regular basis.

2. We would have a scope of work for the contract.

3. We would be able to choose to do business with people other than current insurance companies.

4. When the agency first began pushing this legislation both the insurers and the provider community were violently opposed to it.

a. The providers were used to dealing with the same insurance companies.

b. They didn’t want to have to learn how to deal with new people.

c. The insurance companies didn’t trust the government to be a good contracting partner.

d. They really felt very strongly that they would be harmed by the legislation.

e. Over time a lot of that has changed.

i. The provider community has learned that they’re going to have to change who they deal with anyway because a lot of insurance companies have chosen to leave the program...

ii. They’ve had to deal with new people anyway.

5. The insurance companies – many of them have lost their not for profit status.

6. They’ve done something called demutualization or they have become actually stock traded public companies.

7. They are very interested in margin.

8. They now believe that the possibility of incentive payments and profit far outweigh any problems that they might have in competing in the market place because they’ve learned how to compete successfully.

J. We are now at a position where we might actually get this legislation.

K. It will be an extraordinarily difficult thing to implement.

L. There are three major tasks involved.

1. The first and in many ways the easiest one is actually doing the work which is

a. Writing the scope of work

b. Letting the contracts

c. Doing the competitions

d. We have done a lot of groundwork.

e. The Medicare Contractor Management Group in Centers for MM has done excellent analysis in the last few years 

i. To figure out appropriate jurisdictions

ii. How big they can be

iii. How many contractors we want

iv. What sorts of work they would do 

v. They’ve begun working on a scope of work that part of it is pretty ready.

2. The second part which I think will be astonishingly difficult is the process of actually moving the work.

a. We currently have in the neighborhood of 40 contractors that we deal with.  

b. We will be moving a much smaller number; probably somewhere between 10 and 20.

c. The actual movement of work is an extraordinary logistical challenge that requires things like

i. Detailed cross-walking of computer files from one group to another

ii. Or very large efforts like going out and talking to all the providers so that you can assuage their fears about having to deal with new people

d. Right now Liz does not think that the agency has either the money or the people to actually be able to manage this process as it should be managed and that it is going to be a real challenge.

e. The biggest single risk associated with this is that a lot of companies may choose to leave once they see the shape of the future.

f. If 10. 15, 20 of the contractors quit all at once that has the potential to actually disrupt the payment of claims which would be a very, very difficult thing.

3. The third task and in many ways the one Liz finds most difficult and thinks the agency will have the most problems with is actually changing our culture to recognize the fact that we are in a contractual environment where you can’t just call somebody up and tell them to do things without paying them which is the environment that we are currently working in.

a. This will require an order of discipline on decision-making processes and lead times that will be extremely difficult and both for Congress and for political leadership here who like making decisions at the last possible minute.

b. Liz thinks that that’s one of the major challenges facing the agency as we go along.

M. The possibility of the legislation passing depends largely on having a vehicle to put the bill on.

N. There is substantial agreement among all the parties who are involved which is the insurance companies, CMS, and sort of Hill staff about what should happen.

O. Liz is optimistic that it will happen.

P. Liz thinks it’s an important step forward for the agency because 

1. It is the only way that we will be able to live with budget constraints in the future.

2. It will be a much more effective way to run the program.

3. But it will be a massive amount of work which cannot be underestimated.

Q. Liz is very hopeful but glad she is not the one who is going to be in charge of doing that. 

IV. General remarks – Some of my observations from a long federal career

A. Them what they deserve but we need to make sure that  we’re not paying them for things that they shouldn’t be paid for and we’ve learned  much to our distress that there are in fact unscrupulous people out there who want to rip off the trust funds and will do really dastardly things  so there’s a lot of tension around making sure that we know what’s going on without creating hassles for good providers or standing in the way of the provision of care. I think that there are some systemic issues with this agency that largely result from the intensity of the outside scrutiny and the rate of change.  I believe that CMS is an agency that tends to focus on firefighting, on new projects, on what’s sexy sort of for the short term.  I think the agency has a lot of difficulty sustaining long term projects which has hurt the infrastructure over time.  There’s a couple of projects like that going on now that I think need to be watched because they really are multiyear projects and they are very important.  One of them is HIGLAS which is the project to install a general ledger accounting system for the Medicare dollars so that we know where things are spent.  Another one is systems modernization which is trying to bring our systems platform from basically a 1970s era set of programs up to possibly even the 21st century or maybe the late 20th century.  But both of those will cost 100s of millions of dollars and need to happen over a long period of time.  I think another flaw in this focus on what’s sexy and what’s hot is that we forget sometimes the core work of the agency.  By my definition of the core work of the agency is figuring out what we are going to pay. We set rates for practically the entire industry once a year and we pay a billion claims.  Those things work.  They don’t work as well as they ought to and I think there is a need to go back and reexamine them on a regular basis to see if we’re doing them well and I don’t think we do that because we sort of fight one fire and then go fight the next one and I think those are problems.  One of the things that really fascinated me when I came to this agency  from SSA and from the Department was that there is an institutional bias here against process,  Against clearance processes against communications processes it’s very difficult to get people to invest in the infrastructure to do those things and I think that’s still true. I’m not quite sure why the bias is as strong as it is but I think it creates a great many difficulties for the agency.  In the time here I’ve seen a lot of different relationships with the Office of the Secretary. There are needs for people there to look at what we do and make sure that what happens in this agency is consistent with what is happening across the department.  I think one of the facts of life that we need to realize is that once Social Security left this Department Medicare and Medicaid are the important things in the department.  They’re a playground and everybody wants to play. That is sometimes difficult for people here because the folks in Washington are not as interested in the operational realities and operational details as we are and so it makes it hard for us to deal with each other sometimes.  But they, I believe have a legitimate role my own personal feeling has always been that you are better off telling people things and consulting.  That partnership is a more useful way to do business but again the truth of the matter is that the OS relationship with CMS is really dictated by the relationship of the politicals who head those organizations.  When they get along well we have, I would say not a seamless relationship but at least it can be productive.  When they don’t get along life is miserable for everybody who is involved. And staff can try to do that but it is largely a reflection of what’s going on above.  Most of the jobs that I have had since I have been here have been what I would think of as internally focused rather than externally focused so I’ve spent a lot of time building relationships with my peers inside the agency.  I think it is a responsibility of leadership particularly in this agency but probably everywhere to make sure that horizontal communication happens. I’ve spent a lot of my life here working on contractor issues and I could not have done it without the support and communications that I’ve had with the field offices.  In my most recent jobs I’ve tried to get to all of the field offices at least once every other year because I think it is important for them to see a central office presence as well. I think that given the structure that we have that people who work in the policy component can’t do their jobs unless they understand what’s going on in OIS/OFM so it’s just astonishingly important to build those kinds of relationships.  As I leave here a lot of my peers my cohortive leadership are leaving at the same time there has been an early out some people have taken other jobs. I think that that will be difficult. I think that we as a group had spent a lot of time together had worked through a lot of issues about what agency wide priorities were and how we should work together to support them.

I think it’s really important for the new group of people who are moving in to take the time to get to know each other and to build those same kinds of bridges because I think that this agency can only function when people learn how to work together because the program is so complicated that nobody owns all of it. And so its really important to work together.  

The last thing I wanted to mention was something spent a lot of time on in the last few years which is leadership development efforts. When I started working on the HOT team it became apparent to me how important it was to make sure that managers know how to manage and know how to make an organization work. And I think that we have not spent as much time as we should in working on that and so that was something I took as a task for my last few years here. I started, I was pushed into actually by Nancy Ane DePearle who was the administrator at the time working with the Council on Excellence in Government which is a group that runs a cross agency mid-level manager program. And we designed a program here to pick a large cohort of people to go through that so that they could not only have the cross agency experiences but also develop a leadership cohort here who could start working together. I think that worked very well unfortunately it was very expensive. And as we move along the folks in our HR area had come up with an internal program which I think was really critical called Leadership in Context I was a certified trainer and I thought it was a wonderful program because it gave managers some skills that they needed to have like How do you set expectations? how do you deal with performance issues? How do you talk about what you want people to do? and the other thing I thought was really good about it is that it creates a language for managers to use in talking to each other so that they can share some of their problems. I hope that it continues to get the kind of support that it has been. I hope very much that some other senior leaders in the agency will start paying attention to this because I think that it continues to be a major problem.

In sum, I have to say that I’ve enjoyed a Federal career.  I personally, think that Federal service is a noble calling and one that I wish more people would take seriously.  But I’ve always enjoyed working here. I think CMS is a really great agency.  Because it has such an important mission and it offers so many opportunities for people to make a difference in the lives of beneficiaries in this country and I have great confidence that it will continue to do a wonderful job and I am waiting to be a beneficiary so that I can find out.

