
Plans should take full advantage of technology, 
operations to manage exchange markets
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As Affordable Care Act (ACA) exchange 

markets evolve, health plans managing 

these markets must face certain realities: 

many exchanges have not functioned as anticipated, 

technology has not always worked as expected, pricing 

often has been driven by poor data and inadequate risk 

assessment, and the market has been in a state of flux. 

During the transition to a more stabilized, 

post-ACA world, plans that keep the endgame in 

mind — efficient, compliant, high-quality and price-

competitive offerings — are more likely to be successful. 

To achieve this success, plans not only must continue to 

focus on member acquisition and retention and clinical 

management, they also need to understand the new roles 

that operations, administration and technology will play 

in the new paradigm, according to John Lloyd, senior vice 

president, payer solutions, Optum, who spoke at a recent 

Optum Perspectives webinar, “Managing Individual Markets 

in a Post-ACA Environment.”

One of the most significant shifts that plans must navigate 

in the exchange markets is how to set prices that take into 

account unknown risks while also remaining competitive. 

“We realize that it’s always going to be a price-driven 

market because of the subsidies and the availability of the 

spreadsheet prices,” Lloyd said. By using operations that 

are unique to the market, “we are hoping some additional 

effort will create more consumer stickiness and less churn,” 

he told attendees. A more rational pricing strategy could 

come from “decent alignment between the cost to provide 

service and the market price,” he noted.

Optum believes plans currently should be building strategies 

to: develop “big data” analytics capabilities for risk-adjusted 

payment; focus on analytics as the framework for clinically 

evaluating members, collaborating with providers on cost of 

care, and modeling the most efficient path to managing and 

documenting members; and consider new approaches for 

modeling data, Lloyd stated. 

New environment calls for new 
approaches

Specifically, what plans are attempting to manage today is 

the convolution of quality, risk and data communications, 

according to Lloyd. Assessing members “not only for the 

purposes of risk transfer and risk adjustment, but also for 

care management,” is the goal in this new environment. 

Vinay Koneru, technology solutions, Optum, explained that 

there are many uncertainties in the new ACA environment 

that can have an impact on membership acquisition and 

retention. “Previously we understood our members and 

our prospects, and we had enough information about the 

people we were going after,” Koneru stated. With the 

exchange, “we have no idea who we are getting.” 

Technology and algorithms can help plans understand 

the risks behind each member, “in spite of the absence of 

insurance claims data,” he asserted. “Technology solutions 

… enable capture of the data and also enable actuarial 

teams to address and understand the risk” that the payer is 

assuming, he continued. 
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This process is “a zero-sum game of being in 

a competitive place and getting enrollment, 

or not being there, or having a competitive rate 

and not being able to sustain it economically. 

Your cost structure may not compute.

— John Lloyd
FSA, MAAA, Senior Vice President, Payer Solutions, Optum

The new reality for pricing in a post-ACA context is a sea change 

away from using an experience base to project the cost of care and 

set a price, Lloyd explained, and toward multiple-scenario pricing, 

where plans have to simulate competitive market outcomes, likely 

enrolled membership and enrollees’ risk mix, while also considering 

revenue and risk load requirements. In other words, Lloyd stated, 

pricing now represents an iterative process attempting to align 

emerging market potential, competitive pricing targets and 

feasibility within payers’ financial goals. 

This process is “a zero-sum game of being in a competitive place 

and getting enrollment, or not being there, or having a competitive 

rate and not being able to sustain it economically. Your cost 

structure may not compute,” Lloyd said. “This is a tough way to 

price for actuaries, but there is logic to it and it is data driven, 

and we think that’s the way to conquer the problem that the 

market poses.”

Bottom line, he said, plans need to figure out “what it’s going to 

take to be competitive in a market that’s much more price-driven … 

where the pivot point for your price may be much more 

narrowly defined.”

Operations and technology are 
important levers

During the transition period, plans need to ask how they can 

minimize impacts on their exchange business by ramping up 

the use operations and technology while remaining focused on 

improving the overall member experience. Factors to consider 

in this area are continued price dispersion, different consumer 

types, member movement, and legacy data issues and process 

workarounds, Koneru suggested. 

Figure 1
Pricing — Market feasibility as pricing

• Start with complete profile of the full available market enrollment.

• For target geographic sub-markets, assess potential enrollment 
ACA hoped to unlock.

• How have Medicaid expansion and ACA enrollment acted on that 
potential thus far?

• What is the potential enrollment profile: demographics, risk pro-
file, subsidized income levels?

Available market — competitive market 
simulations

Pricing now represents an iterative process attempting to align emerging market potential, 
competitive pricing targets and feasibility within issuer’s financial goals.

STEP 1: 

• How have price levels emerged in first two years in a 
given market?

• Is the enrollment pattern emerging?

• Create likely pricing projections. What has the churn in the market 
been? Is it stabilizing?

• Create likely “shadow pricing” scenarios? Range of rates needed 
to be competitive.

Emerging price target simulationsSTEP 2: 

• What prices are required by scenarios on cost of care, 
administration and networks?

• What is market feasibility against Step 2 targets?

– Second Silver targets?

– Additional considerations: market reputation, distribution, 
price elasticity

Matching issuer financial requirements 
against price targetsSTEP 3: 

• What are economic outcomes net of risk transfer?

• What are RBC and capital requirements required based on 
above scenarios?

Pro-forma income projection scenariosSTEP 4: 
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Although in the past plans could do a member risk assessment by 

developing a fixed strategy, with the exchange population “we 

continuously have to do an assessment on a day-to-day basis 

to determine what is my net risk today, what will my net risk be 

tomorrow, and what will it look like by the end of the year?” 

said Koneru. 

As plans approach risk management, they need to consider 

how they can reduce risk and financial impacts. Operations 

and technology capabilities can help plans better understand 

membership volume and risk profiles, devise premium stabilization 

programs and monitor regulatory compliance. This approach should 

include a focus on strategy, analytics (particularly to understand 

consumer behaviors and patterns), audits, data quality (this should 

include accommodating scenarios where minimum data levels are 

not met or data are unavailable) and cross-functional engagement, 

Koneru continued. 

Lloyd pointed out that in the past, plans could show a member 

a rate, but could not guarantee that rate because it had to 

be underwritten. “Now, all that’s gone. … It’s a much more 

accelerated timeline and a much different set of contacts … and 

the workflow is very different,” he said. “Part of what [Optum] has 

done is to figure out that data flow, how to validate it, and how to 

do it on a more real-time basis.”

A step-wise approach to moving forward

Optum recommends that plans in the exchange markets take the 

following three steps to be successful:

• Access data sources. “We do quite a bit of upfront pricing 

using a much broader data set,” Lloyd said. This data set should 

include population health benchmarks, Centers for Medicare 

and Medicaid Services baseline data, member data and provider 

data. In analyzing these data sets, plans also should consider a 

comprehensive view of the member and apply clinical and market 

expertise to gain insights from the data. “How do we even begin 

to understand risk from a population perspective? The only way 

to do it is to broaden [data] as much as we can so it encompasses 

every possible risk opportunity,” Koneru said. 

• Aggregate and stratify the data. Koneru posed the question 

of what it would take to identify the actual risk of the member 

and not rely primarily on claims information. He advised that 

clinical data and market insights be analyzed to create actionable 

care management plans for each member, and that these plans 

encompass both prospective and retrospective services. Further, 

plans should be funneling information to providers at the point 

of care. 

• Model the data. Critical advances in risk management analytics 

highlight the value of a significantly more robust statistical logic 

to plan and manage best possible care, Lloyd remarked. Koneru 

added that the amount of financial risk involved is forcing plans 

to examine the entirety of the data set. “Every model needs to be 

put through each and every scenario, … forcing us to find new 

ways of looking at things on a more purely operational basis,” 

he said. “We can’t look at the data once a quarter anymore. We 

have to look at it every day, week and month.” 

Success in the post-ACA environment will be “heavily dependent 

on how effectively [organizations] are managing their risk … and 

capturing the true risk of their members,” Koneru concluded. “You 

have to continually be aware of what the overall market risk looks 

like, as well as what your risk looks like, and enable, through your 

technology and operations, its management.” 

Want to learn more?

Visit optum.com

or call 1-800-765-6807.

How Optum can help
Optum assists health plans meet the requirement to regularly submit claims and enrollment information to 

the Department of Health and Humand Services (HHS) through an Edge Server.  Optum HIX Edge Server 

Services offers health plans everything they need to be confident in cost-effective compliance:

• Seamlessly achieve data accuracy targets

• Help comply with all data submission and collection requirements

• Reduce the risk of resource-consuming audits

• Help meet applicable HHS timelines

• Access to robust, actionable reporting

• Data support (DQAR and RA/RI) for discrepancy reporting process as outlined by HHS
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