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Two Visions of Exchanges
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What consumers might get...

I | I . | l | .
- : —
'-“‘ y — r )

ol

D

Markiel

iilli\lllﬁ




k=
<
=
S
O
as
)
—
S
U
o

¢))
i
)
P
7))
=)
=
&
9]
7))
7))
m




Major Components of Massachusetts
Health Reform Law

Subsidize insurance for low and moderate income

= Medicaid expansions (mostly for children)
» Commonwealth Care (for adults up to 300% FPL)

Reform the non-group/individual market
= Merger of individual and small group markets
= Health Insurance “Connector”
= Young Adult Plans

= Dependent coverage to age 26

Require individuals age 18+ to have health insurance—if it’s
affordable

= Or pay state income tax penalties

Require emplovers w/ 11+ FTE-employees to

m Provide health coverage or make a “Fair Share” contribution

= Offer a pre-tax, payroll deduction plan for health coverage (S. 125 plan)




The Roles of the
Massachusetts Connector

m Operates two exchanges
® Commonwealth Care: subsidized program

= Commonwealth Choice: unsubsidized plans

m Policy making body for individual mandate

m “Minimum Creditable Coverage”
m Schedule of Affordability

m Facilitates expansion of coverage in the state
through information, outreach and marketing
® Individual responsibilities under reform law

® Availability of coverage through Connector




Two Exchanges

#1: Exclusive exchange for Commonwealth Care

m State is the purchaser for program ot subsidized

coverage for low income uninsured adults (<300%
FPL)

m Standard benefit package (slightly different <100%
FPL)

m Offered primarily through Medicaid Managed Care
Organizations

B Premiums vary by income ($0-116 per month for
member)

m ~150,000 members




Two Exchanges

#2: Alternative distribution channel for Commonwealth
Choice, unsubsidized individual and small group
Competes side-by-side with regular insurance market
Connector is a distributor not a purchaser

Four product tiers: Bronze, Silver, Gold, Young Adult Plans
(exclustve distributor for YAPs)

Connector evaluates and give “Seal of Approval” to plans
indicating that a health benefit plan meets certain standards
regarding quality and value

Carriers with 5,000 or more members in small group market
are required to propose SoA plans

Connector not required to offer all carriers that propose
plans

m ~24,000 members in individual /nongroup plans
= Small employer plan “pilot” (~200 members)




Massachusetts Connector
The “Travelocity” of Health Insurance

Non-Group- Subsidized
Unsubsidized Small Employers- CommCare
Section 125 plans Unsubsidized

*-E Harvard Pilgrim
HealthCare

Neighborhood Health Plan CELTICAR TUFTS ili Health Plan
No one d

Cortting bett othr Health Mlam of Massachuscres
ITHNE DETEEr IOgerer. ves more to keep you healthy.




www.mahealthconnector.org

hcoount Login - En Espafiol = Help - Contact

0 Maszachusetts now has the lowest rate of uninsured in the .S, learn more =
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Find Insurance Health Care Reform About Us

You need insurance. The state's Health Connector can help.
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Find the right health plan for
you or your family,

« Compare plans. We'll let you know if
you might qualify for a low or
no-cost plan.

Employees

Welcome to the Health Connector!

. - , " didn't k R | ing to b

We are an independent state agency that helps yvou A I:ul] : ﬁnm;thow . 1lruas gmtngfu E .

find the HAght health plan and avoid tax penalties, b e D,a mr B r=ing cost o Redister for access ta your
Learn More 3 1 health insurance, Fortunately, my account

. . wife told me about the Health Log in to choose a health plan
Commonwealth Choice offers many u::ptu:unslfru:um A Connector, which provided me with and view account informatian
brand-name health plans. We negotiate prices and A“ﬂEEJ;Dm many different options ..." read more

benefitz, You shop, compare and enrall,

Commonwealth Care iz low or no-cost health
insurance for people who qualify,

Find out what’s available to you,




Make it easiet to buy insurance

*Selects Health
Plan A
Completes
Online Enroliment
*Picks a PCP
*Pays 1st Month
Premium

Decision Support Tools:

*What benefits do |
want?

*How much do |
want to spend?

s ocation of

*Collects Premium

*Sends Vince's
Enrollment
Information to
Health Plan A

Health Plan Choices:

Health Plan A

*Processes
Vince's
Enrollment
s|ssues Vince ID
Card to EOC
*Prepared to Pay
Claims




Ten Lessons from Massachusetts
about Exchanges

Public Accountability . Protection (against adverse

selection)

Public subsidies

Product standardization

Program Coordination

3. Partnerships
Purging pernicious

insurance practices 0. Purchasing Power

Pooliﬁg 10. Politics




#1: Public Accountability 4

Semi-independent public agency--self-governing

Board composition: 10 members

m 4 ex officio state officials: Secretary of Administration and Finance (chair),
Insurance Commissioner, Medicaid Director, head of state employee
benefits agency

m 3 appointed by governor: business rep, health economist, actuary

m 3 appointed by attorney general: consumer rep, labor rep, rep from health
and welfare trust fund

All meetings are public

= No more than 3 board members can meet together without being subject
to open meeting law
Strong connections between AG representatives and the
consumer advocates
= Regular meetings and phone calls, including before every board meeting

m [abor rep 1s member of the steering committee of the Affordable Care
Today (ACT) coalition




#2: Public Subsidies

Newly Insured in Massachusetts

5% in unsubsidized  Commonwealth Choice: 5%

plans through the - \ Individual

Connector Policies Qutside
onnector 5%

Commonwealth
Care: 40%

Employer

65% of newly insured Groups:
in programs with 250/,
Public subsidies

Medicaid
25%

Source: Division of Health Care Finance and Policy




#3: Program Coordination
Medicaid

Program has staffing and systems to determine income
eligibility

“One front door” for subsidized health programs in MA
“Virtual Gateway’ on-line system screens for

= Medicaid, Commonwealth Care, Healthy Start, Health Safety Net,
Children’s Medical Security Plan

= Child Care, Food stamps, WIC, and range of other state programs

= Volatility of enrollment and loss of coverage for
administrative reasons is constant challenge

Division of Insurance

= Young adult plans
= Licensing and regulation of health plans

Dept of Revenue
= Enforces the individual mandate




#4: Purging Pernicious Practices

Make insurance wotk as well for sick as the healthy

Massachusetts has had since 1990s

m Guaranteed issue and renewal; limit on pre-X
(but no carriers use pre-X)

m No medical underwriting

m No rating on health status, medical claims,
gender

m Modified community rating
m 2:1 rating bands

m All products available to everyone




#5: Pooling

Massachusetts has

m [ndividual and small group markets are
combined

m All products at each carrier in one rating pool

® Includes Young Adult Plans

m Same rating pool inside and outside exchange
for each carrier

(Pooling Matters)




#6:_Protecting

éssz-~9 against adverse selection

Massachusetts has

Same insurance rules inside and outside the exchange
Same rating pool inside and outside Connector

Insurer must sell “Seal of Approval” products inside and outside
the Connector

Individual mandate

Standardized products in the Connector for the individual
market

Massachusetts lacks

m Insurers can sell non-standardized products outside the
Connector

= Minimum creditable coverage rules set a floor of coverage in the market

m No risk adjustment across insurers (except in subsidized
Commonwealth Care)




#7: Product Standardization

Massachusetts 1.0: “Actuarial Value”

Find Insurance: Individuals & Families
STEP 4 OF 6 - COMPARE PLANS (OVERVIEW)

Click "Wiew Plan" to zee details, You can alzo compare up to 3 plans at a time. Check the box next to the plans wou want to compare, Then c

. Co-Payments g i
Premium™ Hospital
o Deductible o Doctor RX ER Stay o
Heighborbood Health Plan  $314_15 S2,000/,54 000 525 315 after Rx deductible £ 3100 after 20% co-
NHEThree Select 50% co-insurance after deductible insurance
Rz deductible & 50% co- after
insurance after Fx deductible
deductible

Fallon Commupity Health 53,0005 000 215 7550 /£ 5100 5500 per
I:l Plan i $392.00 admizsian

FCHF Direct Care after
deductible

[] Tufts Health Plan $421.38 52,000,54 000 520 after Rx deductible £ S0 after
Achvantage HWO Select 2000 550 after Rx deductible # deductible

{Limited choice of doctars & 375 after Fe:deductible
hospitals)

Warvard Pilgrim Health 5451 56 S1,7500/53 500 525 copay up to 3 medical care 515 / 50% co-insurance 20% co-

Care office wisits per individual [or & after Rx deductible / insurance

Harvard Pilgrim Care pet family); next wisits are S0% co-insurance after after

Coverage 1750 subject to the deductible ; then Rz deductible deductible
20% co-insurance thereafter

Fallen C itv Nealth £3 000754 000 525 S15 /550 /5100 5500 per
PEmH rmmurity thed 5454.00 admission

FCHF Select Care after
deductible

Blave Cross Blwe Shield of $476.13 5250 per plan 515 f 50% co-insurance 39% co-
HMassachusetts year /5500 per after Fx deductible / insurance

HWO Elue Bazic Walue plan yvear S0% co-insurance after after
Fx deductible deductible

Premiums for 50-year-old resident of Boston for effective date of June 2009




Mass 2.0: Standardized Products
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Health Care Reform

ERCWWESE PLANE: 3 benefits packages dukats abe ettt packxe T — [24 plans]

sortplans by | Geeds

Youve Selected:

Eanetits Packags

Eronze - - -
C simer 5 = - o] o Lo

annual Cut ) W
|:| T Monthily annual of Pockat Coctor Emergency Ho lgltsl
= ot Caductbls Mas. Wit Generlc R Room Stay

STANDARD BENEFLITS FOM SLL E {ENLDE LIV LA NS
- ETTLEL ETTLE] ETTLEL
E:J;%Iﬁ-‘:lﬂligﬂ-. E""‘éfc'f'ﬂ;:'":f"' (h?l.l.c::ﬂlh cedeictne, cedictlike, dedecike,
) then TS the s F10D the s 20

Show Plans. Then choose up to 3 to compare. Click Continue at bottom

Eronze Low Benefit Package
aclowas
::I“rr":"'“l'“ Wour 2 plans awaliable 211
AlS Iy -
Wi B Show Plans | sbontBrosze Low n n e 525 Oy COpRy f P T e
RMontily ot B Madi B fit Pack 0 STANDARD BENEFITS FOR SLL BHRONIE FEDFDUM PLENS 1
ronze Medium Henefit Fackage aclowas annial annnal

Less than : - =
2 plans avaliable 000 lecl 3000 el
T30 - A0 1 F $251 4000 F10 000 T30 copay B0 copay ‘5;‘:'31“';%- ‘Egl:cmm-

1- 1 B Hide Flans | SontBrosze Mecdim am ) am ) oy O

F201 - FeoD o= 1
01 -Foo 7 ] CRITICARE L §351.1%
Greakertas [ e

annual Deductibls F252 6T

205 .23

262 .89

sursr ]
Blne roos BIne Shk kT - d F27E.00
CeMzan 7 -
Fallon (1= 1
Hamare Pk ¥ — 20078
Health Hew Enc lancd 7

He kphbsorkood 7 -+l L 33056
Ttk 7 -

b A ~ U

Bronze High Benefit Package _ ) - annnal

2 plan= awvaliable ek,




Still Too Much Choice
and Price Variation?

*54 years old in Boston area

*41 choices through Connector

\ 6

*Bronze Low, Med, High )
1NSurers

Silver Low, Med, Higyv

*Gold

*7 products

--Premiums range from $320-$996/month
Premium variation within product tier: Up to
70+%

*50+ choices directly from health insurers

ONE
CONSUMER

#425-year-old has 61 plan choices ranging from $152-554 per month




8: Partnerships

m Connector Operations

m Medicaid program for eligibility determination and re-
enrollment for Commonwealth Care

m “Subconnector’”: small business intermediary provides
enrollment and premium billing for Commonwealth Choice

m Subcontract for multi-lingual customer call and service center
m Outreach and enrollment

m State grants to dozens of community-based organizations
m Marketing

m Relationship with selected brokers for small group product
m Public support

® Framing and messaging campaign supported by broad-based
coalition




Lots of Social Marketing

| Coodthing  jeeriss
he's got health e

| \
Broken am — $2,670 INSUrance. Avoid tax penalties: up to $912 this year. @ ( v

Broken leg — $11,277 "
Appendectomy - $14,265 Sign up today.
Tax penalties: up to $912 this year HealthConnector

1-877-MA-ENROLL @) @) 1-877-MA-ENROLL MAhealthconnector.org

MAhealthconnector.org :canconnector




Even the ultimate endorsement

PRESS RELEASE

05/22/2007 11:29 AM ET
Connector teams up with Red Sox to

build enrollment in new health
insurance plans

Other cotporate/civic partnerships announced as part of
public education campaign




#9: Purchasing Power

Health Insurance Exchange




Concentrated Insurance Markets: Market Share of
Two Largest Health Plans, by State, 2006

[ ] 80%—100%\

1 70%-79%
Bl 50%-69%
Bl Less than 50%

Note: Market shares include combined HMO+PPO products. For MS and PA share = top 3 insurers 2002-2003.
Source: American Medical Association, Competition in health insurance: A comprehensive study of U.S. markets,
2008 update; MS and PA from J. Robinson, “Consolidation and the Transformation of Competition in Health
Insurance,” Health Affairs, Nov/Dec 2004; ND from D. McCarthy et al., “The North Dakota Experience: Achieving
High-Performance Health Care Through Rural Innovation and Cooperation,” The Commonwealth Fund, May 2008.




Cost of Administering Health Insurance as a
Percentage of Claims Under Current Law and

Percentage

Potential with Exchange, by Group Size

H Current O Exchange

LL hhhﬁn a

Source: Estimates by The Lewin Group for The Commonwealth Fund published in The Path to a High Performance
U.S. Health System: A 2020 Vision and the Policies to Pave the Way (New York: Commonwealth Fund, Feb. 2009).




Exclusivity Enhances Value of
Exchange

Maximizes enrollment and ability to be active purchaser
Hasier for consumers to understand and navigate

Prevents gaming by insurers

= Can compete based on risk selection by offering different
plans outside the Exchange

Forces broader pooling of risk

m Spreads benefits of younger people buying coverage
Enables risk adjustment across carriers

I.owers administrative costs

Allows innovation without concerns about impact
on/response of market outside of Exchange




Connector’s Current Market Power

Commonwealth Care Commonwealth Choice
as % Total Insurer Members as % Total Insurer Members

Fallon Network NHP

Insurer

As of 12/31/08; non-Medicare members




Connector Potential Market Power

Commonwealth Care All Individual
as % Total Insurer Members 10 as % Total Insurer Members

Fallon Network NHP




Connector Potential Market Power

Commonwealth Care All Individual and Small Employer <50
as % Total Insurer Members as % Total Insurer Members

40
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Fallon Network NHP




#10: POLITICS

? Harvard Pilgrim
HealthCare

Mass MASSACHUSETTS LEAGUE OF
Medical COMMUNITY HEALTH CENTERS
Good health. Right around the

Society
corner.

{F- NETWORK HEALTH

Neighborhood Health Plan
Getting better together: Lo 13

BOSTON MEDICAL CENTER

HealthfVet Plan

fallo ;éﬁ

a

mbe cem mmﬁf@f
Hear1uCance SE'U m

itronger Together

MIH[A

Massachusetts Hospital
Association

Calllbl'it ge Health Alliance Advancing Excellence in Health Care |SSDynanicWorkiorce




Continued Strong Public Support

Public Support for Individual Mandate and Health Care
Reform in Mass, 2006-2009

O Support for M andate
O Support for Reform

61%

Source: Kaiser Family Foundation/Harvard School of Public Health/BCBS of Mass Foundation Surveys, 2006-2008;
Harvard School of Public Health/Boston Globe Massachusetts Health Reform Poll (conducted September 14-16, 2009)




The Major Challenge Ahead

u THE MOUNTAIN OF
HEALTH CARE COSTS




THANK YOU!

"The Country Needs and,
unless I mistake its temper,
the country demands bold,
persistent experimentation.”

Framklin De lave Booze ve I, 1932




Affordability Schedule

SINGLES

Annual Income

Monthly
Premium

$0 - $16, 260

$0

$16,261-21,672

$39

$21,673-27,096

$77

$27.097-32,508
$32,509-39,000

$116
$171

$39,001-44,200

$228

$44,201-54,600

$342

Over $54,601

Affordable

SAME as
CommCare
Premium
SchAeduIe




Lowest Rate of Uninsurance in the
Country

Massachusetts: Uninsured as %o of Population

11.30% 10.4%

2003 2004 2005 2006 2007

Source: Current Population Survey, 2003-2008, US Census Bureau




