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Actuarial Consulting
For over 34 years, we have worked with 45 US states and territories. We bring the right
mix of battle-tested experts and multi‑disciplinary practitioners to the table to shape
real-world solutions and face the toughest issues.
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duals integration and managed long-

face numerous challenges as they work

term care programs by the Centers for
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care to more people while dealing

1915(c), and 1115 waivers.
• Managed long-term care capitated
rate setting.
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with tightly constrained budgets.
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consulting assistance built on actuarial

escalating health care expenditures,

knowledge, consulting experience, and

challenges with splintered and less-

creativity to develop comprehensive
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solutions for its clients. With the
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health plan oversight and accountability
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are some issues that present unique

positioned to assist clients on a variety

development of state exchange
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of topics ranging from traditional

programs as well as the basic health

innovative solutions.

capitated rate setting to program
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In addition, the landscape of

these new health care delivery models.

government-sponsored health

analysis.
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shared-savings target development.
• Financial analysis related to duals
integration projects involving
Medicaid and Medicare funding.
• Actuarial analysis to support the

plan option.
• Cost evaluation of expansion
populations, including the expansion
of Medicaid coverage under PPACA.

care programs is changing. This is
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• Focused data-driven efficiency

evidenced by the release of initiatives
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that came about primarily as a result

issues, including:

management of emergency room

of provisions under the Patient
Protection and Affordable Care
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utilization and potentially preventative
• Actuarially sound capitation rates and
rate ranges, with CMS rate approval.

changing the delivery and financing

• Risk adjustment for capitation rates.

of health care in the United States

• Creative alternatives for full-risk and

and include such topics as health

partial-risk contracting, including stop
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loss, reinsurance, and risk corridors.

organizations, health insurance
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• Cost effectiveness and budget
neutrality analysis for 1915(b),

inpatient admissions, as well as
management of pharmacy.
• Health plan reviews for compliance
and efficiency benchmarking.
• Financial impact of legislative
changes and legislative testimony.
• Policy and program strategy, design,
and development.

• Technical assistance sessions, including contract/rate negotiations with health plans.
• Primary Care Case Management program enhancement strategy.
• Identification of efficient provider networks.
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questions have been raised as to how
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inefficient medical management,
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These analyses are predicated on

ER visits in the United States are for

national guidelines/best practices
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immediate service.1 Mercer’s LANE analysis employs approximately 500 ICD-9
codes, which research indicates can be representative of instances in which an
ER visit could have been avoided had effective outreach, care coordination, and
access to preventive care been available. Based on industry best practices and
supporting literature, Mercer developed a data-analytic procedure to identify
low to moderate acuity diagnosis codes that could potentially be avoided. Some
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examples of conditions included in this type of analysis are fever, headache,
cough, rash, and removal of sutures.
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Potentially Preventable Admissions (PPA) Inpatient Analysis

experience, integrated capabilities
and passionate people. We help

Many hospitalizations represent ambulatory care failures. According to the

clients achieve better outcomes,

Agency for Healthcare Research and Quality (AHRQ), one out of every 10 hospital
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strategies, and reshape the delivery
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could be less severe and not warrant an inpatient level of care if treated early
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admissions in the Medicaid environment.
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As a result of these clinically informed, data-driven analyses, Mercer actuaries
have incorporated medical efficiency adjustments into the development of
actuarially sound capitation rate ranges. These adjustments, based on sound
clinical input, have reduced the MCO capitation rates to reflect clinical medical
efficiency targets, even after factoring in the offset of expected increases in
physician and other outpatient costs. The results vary by state, but the following
ranges should help inform the magnitude of each measure:
• LANE adjustments: typically 5%–10% of total ER costs.
• PPA adjustments: typically 3%–5% of total inpatient hospital costs.
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