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RE:
Exit Interviews with Proposers
_______________________________________________________________________

At the close of the modeling process, the technical advisor conducted exit interviews with each of the proposers.  Proposers were asked two questions:
· What would you do if you could continue to model?

· What were the major lessons learned?
Proposers’ questions and concerns about modeling assumptions and results that were raised during the copy editing process are also recorded here. 
What would you do if you could continue to model?
A Plan for Covering Colorado
What would you do if you could continue to model?

· Benefit  Design Changes
· Customize benefit designs used in the model so that they precisely cover the proposed minimum standard benefit package, varying only on network design and cost-sharing
· Research ways to make Medicaid and CHP+ packages more synergistic.

· Reconsidering the Employer Mandate
· Weigh the political risks of an employer mandate against the financial gain. 
· Subsidy Schedule Changes
· Address the “cliff effect” (sudden drop-off in enrollment) that occurs in the proposal around 350% FPL

· Adopt a subsidy schedule that conforms to the Lewin’s affordability standard 
· Additional “Crowd-Out” Provisions
· Explore strategies to further reduced crowd-out in the proposal. 
· Financing Options/Changes
· Obtain analytical support to advise on financing.  

· Reconsider/Recalibrate the provider tax, which had the unintended and unexpected result of additional cost-shifting.  
· Cost-Savings Options

· Examine whether one could achieve managed care savings, after increasing provider rates. 
Better Health Care for Colorado

What would you do if you could continue to model?

· Additional “Crowd-Out” Provisions
· Explore strategies to further reduced crowd-out in the proposal. 
· Auto-enrollment Provisions
· Explore whether auto-enrollment could improve take-up rates (and reduce the number of uninsured).
· Cost-Savings Options

· Examine opportunities for administrative savings, especially in the areas of streamlining eligibility and enrollment.
· Modeling the “Unmodeled” Aspects of their LTC proposal

· Integrate Medicare and Medicaid services.
· Better manage the care of the nursing facility population.
· Improve housing capacity/housing subsidies for people with disabilities.
· Implement nursing facility “right-sizing”.
· Explore a Medicaid state plan option for personal care services under the Deficit Reduction Act.
· Additional Data Analysis on the LTC population

· Obtain Medicaid acuity data on the nursing facility and HCBS populations.

· Analyze the service needs for the Medicaid population that qualifies for HCBS services on the basis of a need for supervision. 
· Analyze nursing home admissions, especially admissions for those with less than 2 ADLs.  
Health Care for All
What would you do if you could continue to model?
· Benefit  Design Changes
· Model the proposal without LTC benefits to understand what difference that would that have made to costs. 

· Financing Options/Changes
· Consider different revenue streams with the goal of bringing down the income tax.  For example, consider a 1% sales tax, or an extraction tax for oil and gas.  
· Model the proposal with Medicare/Medicaid residents “carved out” of the program.
· Model a personal tax deduction. 

Solutions for a Healthy Colorado
What would you do if you could continue to model?
· Public Program Enrollment

· Enroll all adults under 100% FPL in Medicaid, not just parents. 

· Insurance Market Reforms
· Explore reinsurance as a strategy to keep healthy people in the individual and small group markets. 

· Consider combining individual and small group markets. 
· Setting the Benefit Limit Level

· Explore drawing the core benefit limit at different levels 35K, 50K, 75K.
· Transparency in Pricing
· Explore strategies to achieve transparency in pricing beyond uniform pricing, especially those that would bring hospitals into the discussion.
· Connector/Exchange Functions
· Explore designs that do not eliminate brokers but enable them to compete. 
Lessons Learned?
· General Comments
· Modeling was a rich process and we learned a lot.

· It has taken an unbelievable amount of time, but it also has been a once-in-a-lifetime experience that was a great learning experience. 

· The process we have developed in Colorado has been phenomenal.  In particular, it was a good decision not to appoint legislators to the Commission  to reduce the political motivations. 

· Commissioners should have been more diverse.  Too many are from the insurance industry. 

· The mandate to keep meetings public has been vital.  Transparency has given us credibility. 

· Proposers are an important constituency.  How can we coordinate with the Commission to interact with our legislators? 

· Timelines Were Challenging
· The time to write the proposal too short.  Complicated issues (such as long term care) were not addressed because many of the proposers did not have time to assess.
· Turn-around times were really difficult because the proposers have full time jobs and many managed a committee process. Longer turn-around times would have been appreciated. 

· Sometimes there were long delays in between communications with Lewin.
· More time with modelers was needed before the first iteration information was released to the public.
· Trying to “cram” the entire process into a year was unrealistic. 

· Comments on the Modeling Process

· Requiring proposers to provide greater specificity in the proposals would have helped with modeling. 

· It would have been helpful to proposers to understand assumptions that are being applied earlier in the process.

· Allowing proposers to continue to be involved throughout the iterations was very helpful. 

· It would have been useful to have had access to another party, such as program design and/or financing experts, to help think out programmatic and financing issues between iterations. 
· Proposers should not have been allowed to incorporate programmatic designs or financing strategies that rely on improbable changes in federal law and/or federal waivers. 

· Commission’s Final Report
· The Commission’s final report should include some updated version of the proposals, perhaps as a text box or an appendix. For example, proposers could write a 5 page summary, highlighting key points (including design features that were not modeled), as appendix to Commission report. 
· Try to keep recommendations to the legislature, deliberative and careful.  Every program choice made is going to affect other factors.  The proposals are not a Chinese menu.  Mixing-and-matching will result in the need to remodel to understand the implications. 

Questions/Concerns About Modeling Assumptions
The Commission's authorizing legislation called for "an unbiased economic analysis, feasibility, and technical assessment of the favorable and unfavorable considerations and of the various reform options."  The RFP reinforces that the technical analysis be conducted objectively and assumptions be clearly documented. Lewin was hired for its knowledge of the relevant scientific literature and for its work with other state health reform efforts.  
However, proposers did not always agree with all modeling assumptions/results. All of the proposers had questions/concerns with at least one modeling assumption, especially in the areas of: premium costs, administrative costs, crowd-out assumptions, and affordability assumptions.  Lewin provided the proposers with a high-level explanation of these assumptions and this discussion is briefly summarized below.  Explanations of key assumptions are more fully discussed in Lewin’s report, with additional technical detail in the appendices. 

· Premium Costs

Lewin Group calculated premium estimates for insurance expansions through the individual, small group, and large group markets via a subcontract with an actuarial firm (NovaRest Consulting).  The detailed results of these analyses are presented in Appendix D.  Briefly, NovaRest calculated estimates of medical expense per member per month (PMPM) by age/sex and tier cohort for the benefit packages specified by the proposers.  Estimates are based on commercial fees for the western region. These estimates of premium costs by age/sex are used as inputs into the Lewin HBSM model.  Within the model, adjustments are made according to the proposal specifications, including demograhics of the target population, provider payment levels, and insurance marker rating rules. 
Proposer’s Questions/Concerns: Two of the proposers felt that premium estimates were too high, especially premium costs for basic, core benefit plans with annual limits. One proposer calculated (proprietary and confidential) premium costs and obtained lower estimates.  Another proposer cited rates for similar products in the non-group market.  While this proposer agrees with Lewin that guarantee issue and community rating will increase prices over today’s premium rates, they disagree as to the magnitude of these changes. 
· Administrative Costs
Lewin estimates costs (savings) associated with insurer administration.  Insurance plans and government health benefits programs incur costs for administering coverage. Estimates for the costs of administering the Medicaid/CHP+ and other public programs are calculated from state budget documents. Estimates for Medicare and CHAMPUS/TRICARE are based on national averages as reported in the CMS data. 

For private insurers, estimates of overall administrative costs are derived from data reported by the Department of Insurance.  DOI data reveal that administrative costs vary significantly according to the size market, with the highest administrative costs found in the non-group market. The amount of administrative expenses for self-funded plans and retiree plans are made based on national studies. 
Lewin assumes that as more lives are covered, total insurer administration costs increase.  However, because Lewin assumes that smaller groups are more expensive to administer than larger groups, some proposals were able to partially or fully offset the administrative expense of covering more people with efficiencies achieved through large group purchase of health services. For example, the cost of insurer administration under the single payer proposal is assumed to be similar to administrative costs under the Medicare program, adjusted differences in claims processing and utilization review costs among the non-Medicare population.  
Lewin also estimates costs associated with administration of subsidies (if any). For example, administrative costs per newly eligible person were assumed to equal average administrative costs for eligibility functions per enrollee under the current Medicaid program (about 5.7 percent of benefits costs).
Proposer’s Questions/Concerns:
One proposer felt that administrative costs associated with administering subsidies was too high.  Another proposer disputed the DOI data used to estimate insurer administrative costs, especially for the non-group market. This proposer felt that the administrative costs for the new guaranteed issue product proposed for the non-group market should have been based on the administrative costs associated with guaranteed issue plans in the small group market. Further, it argued that community rating would result in greater competition among carriers based on price, thereby reducing profits and administrative costs.  Several proposers felt that the administrative assumptions for the single-payer proposal were “too generous.”
· Affordability/Take-Up Rates
Under a voluntary health insurance system (e.g., no individual mandate), coverage decisions are assumed to be made primarily on price.  Lewin uses mathematical (regression) models to “simulate” (predict) how employers, employees, and individuals make decisions about coverage according to changes in price.  The model assumes that price sensitivity varies by age, health status, and several other factors.  For example, the impact of insurance pools on firms that already offer coverage is more complex in cases where benefits under the pool differ from those now offered by the employer.  Lewin simulates the employer decision to shift to less comprehensive coverage offered under a subsidy program based upon studies of how people respond to changes in the price of insurance in employer groups offering a choice of health plans.31

The HBSM simulates enrollment in Medicaid and SCHIP expansions based upon a multivariate analysis of historical take-up rates under these programs, including a simulation of coverage substitution (i.e., “crowd out”). In the absence of an individual mandate, no change in coverage status is assumed for the population that is currently eligible but not enrolled in the existing Medicaid/SCHIP program, with the exception of Medicaid/SCHIP eligible children who are assumed to be enrolled if one of their parents becomes covered under a new adult enrollment option.  

Under a program with an individual mandate, Lewin assumes compliance for all those for whom the coverage is judged to be “affordable”.  It assumes non-compliance with the mandate when individuals cannot meet its affordability test. Lewin bases its affordability standard on work done by Blumberg et al. (2007).  Specifically, it assumes non-compliance with the individual mandate if the premium paid by an individual or a family is higher than 9% of income.
  It does not consider out-of-pocket costs.  Under an individual mandate, all those eligible for Medicaid/CHP+, including the population currently eligible but not enrolled, are assumed to be enrolled in the programs.
Proposer’s Questions/Concerns:
Several of the proposers objected to the fact that Lewin’s affordability/take-up assumptions do not give more weight to benefit design and do not consider out-of-pocket costs.   For example, one proposer felt that take-up rates were low for the subsidy program given the “employer focus” (payroll withholding and work site sign up) and benefit design (e.g., first dollar preventive care coverage and low cost sharing).  This proposer felt that the fact that their benefit design is tailored to needs of the uninsured “should drive up participation.” Another proposer felt that the affordability test should consider not only premiums but also out-of-pocket spending, especially given the benefit limits in some proposals.  

· Crowd-out Assumptions
The Lewin Group HBSM model simulates “crowd-out” (i.e., the substitution of public for private coverage) based upon enrollment of children eligible for the pre-SCHIP poverty level expansions under Medicaid.
 The HBSM model indicates that without anti-crowd-out provisions, up to 39 percent of newly eligible persons with employer coverage would eventually shift to the public program.
  If crowd-out provisions (e.g., waiting periods) exist, the participation rate for those currently insured is only applied to individuals who would come in as a result of a waiver of the anti-crowd out provisions (e.g., change in jobs or change in family status, such as a divorce). 

Proposer’s Questions/Concerns:  

Several of the proposers felt that crowd-out estimates were too high, or that crowd-out should have been eliminated under their proposal.  Proposer arguments varied.  One proposer noted that their crowd-out provisions are more strict than found under “typical” Medicaid/SCHIP programs.  Another proposer noted that crowd-out provisions consider mainly pricing differences should have given more weight benefit design. Specifically,  this proposer felt that Lewin over-estimated the shift from ESI to the non-group subsidized market, given the limited core benefit package available in the non-group market, as compared to the often richer benefits found in many employer-sponsored plans.  Finally, some felt that provisions that requiring individuals to enroll in employer health plans and/or providing subsidies to qualified persons with ESI should have mitigated crowd-out more.  
· Efficiency Savings 

Efficiency savings refers to savings that result from a more efficient delivery or financing of care. (Administrative savings are discussed above.) All proposals resulted in reduced cost-shifting and were assumed to result in reduced premiums. Lewin assumed that increased access to primary care would result in savings due to reduced emergency room visits and hospitalizations. However, overall, these savings were offset by increased spending due to increased use of other types of care (e.g., diagnostic testing, treatment services, and elective care) by the newly insured. Certain “medical home” initiatives were assumed to generate savings.  For most proposals, the use of a medical home was optional and the proposals did not create financial incentives for people to use their medical home for coordination of care. Lewin assumed savings equal to one-half of one percent for affected groups based upon discussions with actuaries about the effectiveness of such features. 
Lewin did NOT model all types of efficiency savings that were proposed by authors.  Common reasons for not modeling savings include: insufficient data, conflicting studies, existing studies show little effect, lack of enforcement, and lack of specificity in the proposal. The RFP explicitly acknowledged that the modeling vendor would be constrained by the availability of measures and predictive models.  Lewin’s contract scope and timeline were additional limiting factors.  
Proposer’s Questions/Concerns:
Many proposers believe that their proposals contain program design elements that would result in (largely unmodeled) efficiency savings. Examples include:
· Medicaid managed care programs 

· Disease management programs, high-risk case management, nurse-advice lines
· Pay-for-performance programs

· Standardized applications, claims payment, and underwriting practices
· Health information technology
· Increased Medicaid/CHP+ provider reimbursement and other programs to enhance access to providers
· Elimination of certain insurer mandates

· Reinsurance strategies

· Medicaid long-term care redesign strategies, with an emphasis on community-based care

�    Blumberg et al. (2007) proposes basing an affordability standard on the percentage of income that higher income people currently pay toward their insurance.  Seventy-five percent of individuals covered in the non-group market who are between 300-499%FPL spend 9% or less of their income on premiums (10% for families). Blumberg also recommends considering out-of-pocket costs as well as premiums when setting an affordability standard. This is not currently part of the Lewin affordability test.


� 	Estimates are based upon CPS data showing Medicaid enrolled children with parents who have employer health insurance. The poverty-level expansions did not include anti-crowd-out provisions.


� 	Crowd-out could be substantially reduced by requiring states to adopt anti-crowd-out provisions such as a six-month waiting period.
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