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The following text appears on the bottom of each slide:
This document is presented at the request of the Duals Demonstration Implementation Council. Any information or opinions contained herein are the express views of the author(s) and are not endorsed by or binding on EOHHS or MassHealth.
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· Why caution is needed

· Concerns about the state’s approach

· Importance of LTSS 

· Recommendations
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Goals of the Demonstration

· Improve services

· Integrate medical and support services

· Be patient-centered

· Reduce poor coordination, overuse of hospital and other institutions

· Contain costs

· BUT … The financing must be right.
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Why Caution Is Needed

· Capitation has pros and cons: 

· Flexibility to redesign services

· Incentives to save but also to under-serve

· Three reasons to be cautious:

· Duals are vulnerable

· Health plans new to integrated care

· State needs strong approaches to:

· Monitor experience, even early on

· Measure quality
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Concerns about Financing

Limited Risk Adjustment

· Medicare rates vary by diagnoses

· But Medicaid rates not adjusted

· Four rating categories too broad

· Bad results for incentives

Little Reinsurance


· “High-cost risk pool”

· Only for LTSS above limit, only for two high rating categories

· Budget neutral reinsurance does not address potential for increase in demand

Weak Risk Corridors

· Strong corridors limit gains and losses, protect consumers (ACA)

· Mass. Corridors are weak and only for one year

· Loss of 10% = plan loss of 5.9% under ACA v. plan loss of 7.9% under dual demo
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The Proportion of Unadjusted Payments is Very High for High Need Duals

This is shown as a table







Distribution

Medicaid PMPM as a

Rating Category
Description

of Members

% of the Combined PM/PM

C 1


Community 

65%



8%

Other
C 2


Community 

23%



16%

BH



C 3


Community

11%



50%




High Need

C 4


Institutional

2%



69%
Total


Total


100%



31%
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Why Is Risk Adjustment Important?  Consider Two Different Plans

ICO Paid $500 per enrollee per month

Each plan has 10,000 enrollees

One plan:

· People with lower than average needs enroll in this plan.

· The plan spends  $475 per enrollee per month and operates at a 5% gain

· RESULT: 
+3 million

The other plan:

· People with higher than average needs enroll in this plan. 

· The plan spends $525 per enrollee per month and operates at a 5% loss

· RESULT:
-$3 million
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Adjustment of Medicaid Rate Using Individual Prior Expenditures

· Short-term use until functional data are in

· Individual prior cost very accurate, gives much better incentives than 4 categories

· Easy to implement: Y = mX + b

· predicted cost = percentage of last year + baseline

· e.g. predicted cost  = 0.75 (last year’s cost) + $200 

· for member with last year cost of $1,000:



predicted = 0.75 ($1,000) + $200 = $950

· How this approach compares to the state’s approach
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Examples of Risk Provisions

Mass Duals Demo:


· Weak Risk Corridors – 1 year only
· gain or loss 0-5%: 100% risk to plan

· gain or loss 5-10%: risk split 50-50

· gain or loss >10%: 100% risk to plan
PPACA:
· Stronger Risk Corridors – 3 years

· gain or loss 0-3%: 100% risk to plan

· gain or loss 3-8%: risk split 50-50

· gain or loss >8%: 20% plan, 80% government
Senior Care Options:
· Risk Corridors during demonstration period

· SCO program had 6 rating categories (3 for community and 3 for institutional) and 2 rating categories to support transitions between community and institutional settings

Slide 10 

Recommendations

Risk Adjustment for
Medicaid Rate

· Long term: functional data

· Short term: individual prior expenditures to address variation among ICOs

Comprehensive Reinsurance

· Protect plans from losses over $100K/member

· Reduce incentives to avoid high-cost members

Strong Risk Corridors

· Use for all three years of Demo
· Limit overall plan gain or loss to three percent 
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Conclusions

· Rush toward integration without right financing may squander great opportunity for improving services

· Government should move promptly to better protection for duals by fixing the capitated model

· Imperative to change is high because:

· duals are vulnerable, 

· plans have little experience, and 

· government lacks expertise in overseeing quality

· Use the Demo years wisely with best tools for financing, consumer protection and care improvement
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About BD Group

We provide health care analysis to public agencies, providers and consumer groups.

Our resources on the Duals Demonstration are available online:

1. Dual Eligibles in Massachusetts: A Profile of Health Care Services and Spending for Non-Elderly Adults Enrolled in Both Medicare and Medicaid (Massachusetts Medicaid Policy Institute, September 2011).

2. Risk Adjustment for Dual Eligibles: Breaking New Ground in Massachusetts (Massachusetts Medicaid Policy Institute, January 2012). 

3. Memorandum to CMS and MassHealth on “Temporary risk adjustment by individual prior expenditure for the Medicaid portion of the capitation rate for the Duals Demonstration in Massachusetts” (with support from DAAHR, January 21, 2013).

4. A Critical Look at the Capitated Model for the Dual Eligible Demonstration Projects (Community Catalyst, March 2013). 

You can also contact us directly.

Ellen Breslin Davidson : 617-548-9912: ellenbdavidson@comcast.net

Tony Dreyfus : 617-522-9216: tdreyfus-omega@comcast.net
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