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Overview of The Lewin Group 
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�  extensive knowledge of all models of Medicaid managed care 
�  analytical rigor & objectivity 

¨  �����������������������
�������������������
��

�  Helped design, implement, operate, evaluate and/or strengthen 
Medicaid managed care programs in more than 20 states 

�  Recent project focus for our state clients has been on achieving 
fiscal savings in the most constructive manner 



 

Our Presentation Has Three Components 
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Purpose and Scope Of HealthChoices Study  
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�  Conduct an independent assessment of the value of the 
HealthChoices Physical Health Program to help inform the 
continuing debate about the future direction of the 
Commonwealth's Medical Assistance program 
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�  cost-effectiveness 
�  access 
�  quality 
�  serving individuals with special needs 



 

HealthChoices Cost-Effectiveness 
Assessment 
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·  savings of more than $2.7 billion from 2001-2005 
·  average annual medical cost escalation of 7.4 percent, vs. 10.4 

percent in fee-for-service program 
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·  approximately 88% MLR, 9% admin, -3� operating margin 
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·  program has been a vehicle for preserving and even propping 
up provider prices 



 

Medicaid MCO Financial Performance 
Summaries By State And Year 
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�����	 �������	����	 �����	 ����� ���������	 Gain 

State ���� 	 ����������	���������� 	����� 	 �����	 Ratio  ������ 	

District of Columbia 2001 TANF 2 82.2% 14.4% 3.4% 
District of Columbia 2002 TANF 3 78.2% 19.6% 2.2% 
District of Columbia 2003 TANF 3 74.9% 15.6% 9.6% 
District of Columbia 2004 TANF 3 75.5% 13.4% 11.1% 

Maryland 2002 TANF & SSI 7 87.8% 12.1% 0.1% 
Maryland 2003 TANF & SSI 7 86.3% 11.3% 2.4% 
Maryland 2004 TANF & SSI 7 91.5% 9.9% -1.4% 

Pennsylvania 1996 TANF & SSI 2 88.6% 13.7% -2.3% 
Pennsylvania 1997 TANF & SSI 3 89.6% 13.1% -2.7% 
Pennsylvania 1998 TANF & SSI 3 88.7% 11.7% -0.3% 
Pennsylvania 1999 TANF & SSI 4 87.9% 8.9% 3.1% 
Pennsylvania 2000 TANF & SSI 4 88.7% 8.8% 2.5% 
Pennsylvania 2001 TANF & SSI 5 87.9% 9.8% 2.2% 
Pennsylvania 2002 TANF & SSI 6 88.3% 9.1% 2.6% 
Pennsylvania 2003 TANF & SSI 6 88.5% 8.4% 3.1% 
Pennsylvania 2004 TANF & SSI 6 88.4% 8.6% 3.0% 

West Virginia 2000 TANF 2 88.2% 9.8% 2.0% 
West Virginia 2001 TANF 2 87.2% 9.9% 2.9% 
West Virginia 2002 TANF 2 89.5% 8.4% 2.1% 
West Virginia 2003 TANF 2 88.1% 8.9% 3.0% 

Texas 2001 mostly voluntary 10 84.8% 14.2% 1.0% 
Texas 2002 mostly voluntary 12 82.6% 14.0% 3.3% 
Texas 2003 mostly voluntary 8 82.6% 14.0% 3.3% 

New York 2002 TANF 18 73.7% 19.2% 7.1% 
New York 2003 TANF 18 76.7% 16.2% 7.1% 

Washington State 1999 TANF 6 88.5% 11.0% 0.5% 
Washington State 2000 TANF 6 86.7% 12.0% 1.3% 
Washington State 2001 TANF 6 85.3% 13.5% 1.2% 
Washington State 2002 TANF 6 85.3% 13.3% 1.4% 

Arizona (long term care) 2003 SSI 8 90.9% 7.8% 1.3% 
Arizona (acute care) 2003 TANF & SSI 10 92.0% 7.6% 0.4% 

Illinois 2002 all voluntary 2 65.8% 26.2% 8.0% 
Illinois 2003 all voluntary 4 74.0% 21.7% 4.4% 
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¨  We assessed the various ways access can be influenced and 
promoted 
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¨  Along all of these dimensions, the HealthChoices program is 
engaging in both significantly more and far superior access-�
enhancing initiatives than can occur under any type of fee-for-�
service model. For instance, the MCOs... 
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Quality Assessment 
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¨  The HealthChoices MCOs employ a number of mechanisms to 
identify members' special needs (medical and non-medical) that 
must be addressed in order to effectively serve them 
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·  In addition, HealthChoices health plans have made substantial 
investments in separate care coordination and disease 
management units 

¨  The MCOs' care coordination programs are multifaceted, serving 
members with a wide range of needs and coordinating services and 
care across multiple providers 

¨  The MCOs' DM programs do not replace their individualized case 
management approaches, but rather serve as one component of that 
approach 



 

Concluding Remarks Regarding Lewin's 
Study of HealthChoices 

¨  Many aspects of the HealthChoices model simply 
cannot be replicated under any FFS model 
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¨  On all fronts, HealthChoices is as effective a program as 
we have seen anywhere across the nation in the 
Medicaid arena 



 

Pennsylvania's Voluntary MCO Enrollment 
Program Seems Well Worth Preserving 

¨  A policy option under consideration would remove MCO option 
where the MCOs operate alongside ACCESS Plus 
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¨  We do not view this change to be in Commonwealth's interest 
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-  ACCESS Plus doesn't match up to MCOs' "horsepower" in outreach & 
other access enhancement, cost containment, or quality monitoring 
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-  each of the seven MCOs have participated throughout the past __ years, 
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-  MCO marketing not permitted: DPW dollars used for service (not sales) 
-  All MCOs have scale economies: smallest MCO has xxx,000 enrollees 
-  Rate-setting adjusts to MCO enrollment selection and mix 



 

Lewin Has Conducted Several Analyses 
Relevant to Medicaid Pharmacy Carve-Outs 
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Our Most Recent Disabled Adult Rx Analysis In 
Rhode Island Had Similar Findings 

¨  Carve-Out Cost Estimates: 
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¨  Total Carve-Out reduction from "amount paid" baseline: 35% 

¨  Carve-In Cost Estimates: 
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¨  Total Carve-In reduction from "amount paid" baseline: 37.5 % 



 

Assessments Of Net PMPM Pharmacy Costs 
in Carve-Out States Supports Our Findings 

¨  Using MSIS data, TANF PMPM pharmacy costs in New York and 
Delaware (two pharmacy carve-out states) averaged above net 
PMPM costs of MCOs in northeastern states where carve-in is used 
 
¨  Despite mandatory enrollment into MCOs, Delaware's SSI Rx 
costs are among highest in the nation on a PMPM basis under its 
carve-out program. 
¨  New York and Delaware are both among nation’s five highest-cost 
states with regard to Medicaid PMPM pharmacy costs for the 
blind/disabled population. 

¨  We conclude from this data that a large prescription volume 
differential exists between the carve-out and carve-in settings; 
large-scale Medicaid Rx price differences do not exist between 
states 



 

Mercer's Assumptions And Lewin's Differ 
Widely In Several Key Areas 
¨  Mercer estimates less than a 1 % savings under a carve-in from 

"MCO Efficiency Improvement'; we assume a 15-20% volume 
differential exists between a setting where prescriptions are ""free" 
to the MCO versus a setting where MCO is at full risk 

¨  Mercer modeling�didn't estimate a large difference in 
brand/ generic mix under a carve-out; we consistently see a much 
higher mix of low-cost generic medications when MCOs are 
accepting full risk 

¨  Mercer assessment assumes 8.4% "extra" cost reduction under 
carve-out from supplemental rebates 
·  ������������
(����
����������
�������������	��
�
�� �	���������*����
�������

�*��������	���������
 �� 
�	
��	�������������8
���	%
8�����
�������
����������
��

·  �����	)��
��������
�%����	%�9����	���	�	%����%���4� ���������
��	�	���
���%�
��	��	%� and ��*������������	�:�%�	���
���4�
������	���
���



 

Pharmacy Carve-Outs Have Many Inherent 

Disadvantages 
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"Rebates are accepted or offered by a drug manufacturer for only one reason —
they are getting something ���greater value in return for the 
rebate. -- Arizona stakeholder 



 

Contact Information 
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