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Introduction 
 
In April 2004, the Washington State Institute for Public Policy (Institute) was asked by the 
Department of Social and Health Services (DSHS), the Office of Financial Management (OFM), 
and legislative staff to review the Medical Assistance Administration (MAA) expenditure forecast 
process and to make recommendations on how to improve it.  Our work during the first part of 
this assignment resulted in two documents: 
 

• A Phase I report identified MAA forecast process options based on interviews with 25 
individuals involved with the MAA forecast. 

• A Phase II draft report provided recommendations for the MAA forecast process based 
on the Phase I report and DSHS, OFM, and legislative staff comments on the Phase I 
report options. 

 
In our Phase II report, we recommended the creation of a formal workgroup process, transfer of 
expenditure forecast production responsibility to MAA, and a comprehensive timeline with defined 
roles and responsibilities.  This report is the Phase III, or final, document in our MAA forecast 
review.  It incorporates DSHS, OFM, and legislative staff comments and reactions to the Phase II 
draft report.   
 
Based on the comments we received, our Phase II recommendation concerning a formalized 
workgroup has general acceptance.  We did receive suggestions for clarification of some 
workgroup activities and a recommendation that responsibility for appointing the workgroup 
chair remain with the OFM director rather than shift to a vote of the workgroup after the 2003–
2005 biennium.  
 
Selection of the workgroup chair by the OFM director creates a high level of accountability for 
the functioning of the workgroup and is consistent with executive branch responsibility for 
forecast production.  Therefore, the workgroup recommendations stated below are modified to 
indicate that the OFM director will appoint the workgroup chair for the current forecast cycle and 
retain this authority in the future.  In other respects, the recommendations concerning a formal 
workgroup remain largely unchanged from the Phase II report.  
 
We also received comments on other aspects of the Phase II report that caused us to modify 
our recommendations.  The comments can be grouped into three areas:  a) the timeline for 
forecast tasks and activities; b) difficulties with transferring the forecast responsibility from the 
DSHS Budget Division; and c) the possible future need for changes in the forecast process.  
Each of these areas will be discussed in detail, with accompanying recommendations reflecting 
staff comments. 

 



I.  Establish a Formal Workgroup 
 
Our first recommendation is to establish a formal workgroup to oversee the production of the 
MAA consensus expenditure forecast.  During the interviews we conducted, several changes 
were identified to make the workgroup process more efficient and to clarify roles and 
responsibilities.  These include: 
 

• Clearly defining roles to avoid ambiguity and identifying the appropriate tasks and duties 
of all parties. 

• Prioritizing inquiries and analyses to improve forecast timeliness. 

• Formalizing quality assurance and review processes. 

• Designing the process to productively use the expertise of legislative and executive 
branch staff. 

• Establishing a leadership function. 
 
We believe these changes can be accomplished by creating a more formal workgroup process.  
To this end, we propose the following charter for the workgroup. 
 

MAA Workgroup Membership and Operating Procedures 
 
Purpose  
The MAA forecast workgroup shall produce a consensus expenditure forecast of the 
MAA budget for use by the executive and legislative branches of Washington State.  The 
primary activity of this workgroup is to produce annually a Fall forecast and a February 
update.  During the interim, a subcommittee of the workgroup shall, as a group, monitor 
and investigate expenditure trends.  
 
Membership 
The workgroup shall consist of staff from each of the following institutions: 
 

• DSHS Budget Division 

• DSHS MAA 

• Senate Ways and Means Committee 

• House Appropriations Committee 

• OFM Forecasting Division 

• OFM Budget Division 
 
Chair 
The chair of the workgroup shall be appointed by the director of the Office of Financial 
Management.  This individual will have technical expertise regarding the MAA 
expenditure forecast. 
 
Operating Procedures 
Workgroup discussions shall take place in an atmosphere of mutual respect.  Workgroup 
members have an obligation to air their views and the chair will actively encourage 
discussion.  
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Formal voice votes, by the members listed above, shall be taken on each decision (or 
group of decisions), with majority rule.  The workgroup shall develop rules regarding 
member attendance and circumstances (if any) under which members may designate 
substitutes or vote by proxy.  Non-voting members may be invited to the meetings by 
workgroup members to provide additional expertise. 
 
The workgroup will appoint one member to record decisions; the same person will serve 
in this role for the duration of a forecast cycle.  The minutes shall contain sufficient detail 
to allow implementation of decisions to be translated into SAS code (when appropriate).  
After each meeting, the minutes shall be distributed promptly to all members. 
 
The workgroup shall develop a mechanism to address members’ issues and concerns.  
 
The chair shall schedule one post-forecast meeting to review the forecast process and 
formulate suggestions for the next forecast cycle.   
 
Forecast Scope 
At the beginning of the annual forecast cycle, the workgroup shall establish the scope of 
the forecast.  The scope of the forecast must provide sufficient specificity for budget and 
policy development.  At the same time, the forecast must be limited to a level of detail 
that can be supported by the data.  
 
The workgroup shall determine the specific category-service cells and mechanisms for 
developing step adjustments and adopt a schedule for completion of the forecast 
process.  Additionally, the workgroup shall create a mechanism to prioritize requests for 
additional analysis.   
 
For each of these activities, the following considerations shall guide decisions: 
 

• Potential impact on forecast accuracy 

• Availability of necessary data 

• Time, effort, and resources needed 

• Alternative venues for analysis 
 

Subcommittees 
Subcommittees may be established by the workgroup for particular tasks.  The chair 
shall appoint members and define the purpose of each subcommittee and a schedule for 
completion of tasks.   
 
One subcommittee shall be formed to monitor and investigate MAA expenditure trends.  
This subcommittee shall coordinate its activities with a recently formed DSHS fiscal 
monitoring group to avoid duplication of effort. 
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II.  Forecast Timelines 
 
The Forecast Process Activity matrix in the Phase II report includes explicit dates for forecast 
activities.  We received comments indicating that choosing activity dates involves a trade-off 
between time to complete a task and data availability.  Therefore, timeline decisions should be a 
workgroup decision. 
 
 

 
Recommendation:  Dates for completion of forecast activities shall be 
determined at the start of each forecast cycle by the formal workgroup 
defined in Section I of this report.  This recommendation is indicated in 
the attached matrix of forecast responsibilities and tasks by the notation 
TBD (to be determined) in the “When” column. 
 

 
 
III.  Expenditure Forecast Responsibility for the 2004 Forecast 
 
The Phase II draft report identified advantages and disadvantages of transferring forecast 
production responsibility from the DSHS Budget Division to MAA.  Several staff comments 
indicated that a key disadvantage of this transfer had not been included in the Phase II report:  
the considerable difficulties in shifting expertise, personnel, and forecasting tools from one 
DSHS division to another in a very short time period. 
 
Recognizing these difficulties and their potential to result in forecast delays and errors, we are 
modifying our recommendation to transfer forecast production responsibility to MAA. 
 
 

 
Recommendation:  For the 2004 forecast cycle, the MAA expenditure 
forecast production responsibility should remain with the DSHS Budget 
Division with leadership provided by the formal workgroup.  Enhanced 
technical staff resources will be required to meet the needs of the 
forecast process.  In addition to their participation in the formal 
workgroup, it is anticipated that MAA staff will take an active role in the 
step adjustment portion of the forecast process.  This recommendation 
is depicted in the attached matrix of forecast responsibilities and tasks 
by indicating DSHS, rather than MAA or DSHS Budget Division, in the 
column representing forecast activity responsibilities. 
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IV.  Expenditure Forecast Responsibility for Future Forecasts 
 
We received some comments favoring our Phase II recommendation to transfer the forecast 
responsibility to MAA.  These comments were generally based on a view that the current 
process is not functioning well and that a significant change in the forecast process was 
justified.  As one individual pointed out, however, there is no “perfect fix” to some of the issues 
raised during the review process.  In light of our revised recommendation to maintain the DSHS 
Budget Division’s responsibility for the 2004 forecast, we believe this issue should be reviewed 
periodically by the workgroup.   
 
 

 
Recommendation:  As part of the annual post-forecast review meeting, 
the workgroup shall discuss desired changes, if any, in the production 
responsibilities for the MAA expenditure forecast. 
 

 
 
V.  Matrix of Forecast Responsibilities and Tasks 
 
The attached table contains a recommended list of forecast tasks, the entity responsible for 
those tasks, and a timeline.  The table is based on forecast process matrices produced by 
DSHS (Budget Division and MAA) and by OFM.   
 
The purpose of the matrix is to provide greater specificity concerning forecast roles and 
responsibilities and to highlight formalized documentation and review stages in the forecast 
process.  
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FORECAST PROCESS ACTIVITY  WHO WHEN COMMENTS 

Define Structure/Pre-Primary Trend   TBD   
What cut-off  dates are to be used? Workgroup Actuals through what date? 

What is the composition of the forecast 
cells? Workgroup  

 the 

 

What level of detail provides
most accurate forecast?  What 
level of detail is necessary?  Do
the accounting data support this 
choice? 

What rule should be used to designate 
small cells? Workgroup  

ple, in 2003 the rule for For exam
small cells was <0.1% of total 
expenditures. 

Review and i
when there i Workgroup  

tabases with 

ug 
ne 

dentification of databases 
s more than one alternative. 

Examples of da
alternate versions include 
managed care splits and dr
rebates; need to ensure everyo
is using the same base. 

Data cleaning. DSHS  of errors Adjustments, corrections 
in historic data. 

What will be incorporat
from pre-prim Workgroup   ed into or removed 

ary trend? 
Vote on cut-o
composition, ation 
of appropriat
trend compo

Workgroup   

ff dates, forecast cell 
 small cell rule, identific
e databases, pre-primary 
sition.  

Document de  cisions. DSHS  
Review of dis
decision-mak Workgroup  Review decisions as recorded for 

consistency with workgroup intent. 
tributed materials and 
ing. 

Collection an  
xtraction of necessary data for 

s and distribution via d distribution of data. DSHS 
E
baseline
Excel and SAS. 

Primary Tre   TBD nd  

Separate cell
manual revie  s into small cell set and 

w set. DSHS  

Construct pri t for the 
small cell se HS FM Forecasting supplies model. mary trend forecas

t. DS  O

Produce and
review set.  

casts of managed care split 
tios and drug rebate ratio should 

be included. 

 distribute options for manual DSHS 
Fore
ra

Provide inpu up  t on choices. Workgro

Workgroup comments, questions 
on choices to be distributed via e-
mail to all workgroup members 
prior to meetings to vote on 
forecast options. 

One or more meetings to vote on manual 
review foreca Workgroup  st options.  

Document decisions. DSHS   
Review of distributed materials and 
decision-mak Workgroup  as recorded for 

consistency with workgroup intent. ing. 
Review decisions 

Distribute res
and/or SAS c

ults via Excel 
ode/dataset. DSHS   
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FORECAST PROCESS ACTIVITY  WHO WHEN COMMENTS 

Step Adjustme TBD nts    
What steps n  added? Workgroup  eed to be   

Propose met r implementing 
steps and su l participants.  

Data to be reusable—that is, 
baseline data able to 

ccommodate updates to eligibles 
or the primary trend. 

hodology fo
pply data to al DSHS a

Agree to methodology for implementing 
steps. Workgroup  

Details sufficient to specify code—
supplied in writing to MAA 
workgroup for review and 
documentation, and incorporated 
into code as comments. 

Document methodology and circulate to 
workgroup. DSHS   

Preliminary Total Funds Expenditure 
Forecast     

Use June Caseload Forecast Council 
(CFC) forecast of eligibles to write 
forecast code. 

DSHS  
Written to allow for the Fall CFC 
forecast of eligibles to be 
substituted when available. 

Write code incorporating primary trend 
and step adjustment decisions. DSHS  

Parameters and data supplied to 
all participants via Excel; no hard 
coding. 

Supply revised code to participants. DSHS  
Revised code and data tables 
should be supplied to all 
participants weekly. 

Quality assurance review. DSHS   

Preliminary Expenditures Review  TBD  
Run diagnostics and supply results to all 
participants. 

OFM 
Forecasting   

Review and prioritize issues for 
investigation. Workgroup  Code and data supplied earlier 

support the review. 

Investigate and resolve issues. 
DSHS and 
OFM 
Forecasting 

 
Issues to be investigated in order of 
priorities established by workgroup 
and subject to time available. 

Fund Splits  TBD  
Determine federal, non-federal shares by 
forecast cell. DSHS   

Determine other fund splits (HSA, 
IGT/Local, etc.). DSHS   

Produce share estimates for each cell 
and distribute results for review. DSHS   

Review and prioritize issues for 
investigation. Workgroup   

Investigate and resolve issues. 
DSHS and 
OFM 
Forecasting 

 

Issues to be investigated in order 
of priorities established by 
workgroup and subject to time 
available. 
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WFORECAST PROCESS ACTIVITY  HO WHEN COMMENTS 
Construct Final Exp
Forecast 

enditures  TBD  
Replace Jun
with Fall CFC DSHS   e CFC eligibles forecast 

 forecast. 

Review final OFM 
F ing   results. orecast

Adoption of f res 
forecast. Workgroup  inal total expenditu The goal is to reach 

consensus. 
Allocate Expenditures (i.e. GF-state, 
federal, local,  TBD HSA) 

Prepared by MAA, reviewed by 
workgroup 

Distribute Fore DSHS TBD cast via Excel  
     
Workgroup = staff M ting and Budget, House Appropriations, Senate Ways and Means. from DSHS Budget and MAA, OF  Forecas
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F INTERVIEWS CONCE THE MED TANCE 
ORECAST 

APPENDIX:  SUMMARY O RNING ICAL ASSIS
ADMINISTRATION EXPENDITURE F
 
 
I. Intro
 
This sect rviews c ed by the Washington State Institute for Public 
Policy (In e Medica  Adm nistration (MAA) xpenditure forecast 
process. rviewed ques nnaires concern
process. ponse d to identify and refine in stions. 

ke with 25 individuals who are 
nt of Socia ealth 

orecast 

DSHS Budget Division, and the Caseload Forecast 
Council (CFC).  All interviews were conducted on a 
confidential basis; this report does not use direct 
quotes or attribute comments to specific 
individuals.   
 
Interview and questionnaire results are organized 
by topics that relate to key elements of the 
forecast.  Given the interconnected nature of the forec
comments were possible.  In some cases, comments c
more than one topic area.  All comments reflect the (pa
interviewees; largely similar comments made by multip
 
 
II. Consensus Forecast or Agency Forecast?
 
The most fundamental question concerning the MAA f
produce a consensus forecast that will be used by all r
or an agency forecast developed solely for the use of D
MAA).  Among the individuals whose interview comme
substantial but not universal support for a consensus f
 
Institutionally, OFM, the House, and the Senate fully s
Arguments in favor of a consensus forecast include the
 

• A consensus forecast is key to spending limited
and problem-solving rather than arguing about 

• Active involvement by OFM and legislative staf
confidence in and understanding of forecast re
conveyed to policymakers.  

• MAA, DSHS Budget Division, OFM, and legisla
to the forecast process, which can help to impr

duction 

ion summarizes inte
stitute) related to th

onduct
l Assistance i e

 Individuals to be inte
 The questionnaire res

 were sent 
s were use

tio ing the forecast 
terview que

 
Institute staff spo
involved with the Departme
Services’ (DSHS) MAA budget and f

l and H

process at the Office of Financial M n gement 
(OFM), House of Representatives, Senate, MAA, 

a a
Important Note ader  to the Re
 
In this section, we have summarized 
the essence of all comments we 
received from the interviews and 
questionnaires.  All comments are 
shown in italics, although they are not
exact quotes. 
 
The reader should not interpret any of
these statements as Institute 
conclusions.   
ast process, other ways to organize these 
ould have been logically placed under 
raphrased) views of one or more 
le individuals are only listed once. 

 

orecast process is whether it should 
elevant executive and legislative entities, 
SHS (both the Budget Division and 

nts are summarized in this report, there is 
orecast.   

upport a consensus forecast approach.  
 following: 

 legislative session time on policy issues 
the size of the MAA budget. 

f in the forecast process creates 
sults and assumptions so that they can be 

tive staff all bring considerable expertise 
ove the forecast. 



• A forecast representing only DSHS views is not helpful—the forecast needs to be one 
that OFM, DSHS, and legislative staff agree is the best estimate. 
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• Other successful consensus budget processes do exist (examples:  K–12, DSHS–Aging 
and Adult Services Administration), although they are less complex than the MAA 

AA cast is a major 

ts or part of 

lt n 
islat  methods, data, etc. 

ore, a collaborative process with full and 
forecast development is the most efficient appro

ut a conse proach is the DSHS 

t 

Pro: 

• taff are able to say “no” to information 

ative 

ched. 

• ll parties use 
nsus 

• ponsible for closing the fiscal year budget records, it needs 

nting records. 

budget. 

• A consensus approach is consistent with other actions taken in Washington (such as 
creation of the Economic Revenue and Forecast Council and Caseload Forecast 
Council). 

 
The DSHS–MAA also favors a consensus forecast, but expressed some concerns about a 
consensus-making process. 
 

• DSHS needs to be able to develop its own M
part.  

• Some limitations are needed on the reques
a consensus forecast process. 

• However, a strictly DSHS forecast would resu
staff time being spent addressing OFM, leg

• Theref

 budget of which the fore

 options that can be requested as 

in too much MAA, DSHS Budget Divisio
ive questions on

open participation by all parties in 
ach. 

nsus forecast ap
 
The institution with the largest concerns abo
Budget Division, which currently has responsibility for the MAA forecast.  While the Budget 
Division sees advantages to the consensus approach, they also identify a number of importan
drawbacks. 
 

 A consensus process is fine if Budget Division s
requests perceived as irrelevant to the forecast. 

• The consequence of abandoning a consensus process is an increase in OFM, legisl
questions about the forecast and more Budget Division staff time spent on answering 
those questions and arguments about whose budget is right. 

 
Con: 

• A consensus forecast process cannot really work given the short time frames under 
which the forecast must be created and delivered—at some point, the Budget Division 
must deliver a forecast even if consensus has not been rea

• A conflict exists between a consensus process and producing the best forecast. 

The difficulties associated with a consensus process are only worthwhile if a
the forecast—because OFM and the legislature have changed supposedly conse
forecasts, there is no advantage to a consensus approach. 

Because DSHS is legally res
to be able to produce the best possible forecast from their perspective—the forecast 
responsibility should be tied to responsibility for closing the accou



III. 
 
The A
pur s
Howev e 
forecas  forecast process has led to institutional conflicts.  The following is a list of key 
asp t
questio
 

eneral Comments 

ast keeps growing without any increase in DSHS resources to 
produce the forecast. 

ere is a lack of consensus on the forecast purpose and the relevant level of 

•  staff need to identify the appropriate forecast product.  

 
udget Development 

) 

• The forecast provides the basis for the MAA budget request and is used by MAA, OFM, 
tive staff to model policy options (e.g., change in health care service levels, 

• et staff typically separate 

• OFM needs the Fall forecast by the end of October to develop the Governor’s budget—
e Fall 2003 forecast was delivered in mid-November and caused major problems for 

• t 
. 

A 

• ast are necessary for 

Forecast Scope and Purpose 

 M A forecast is used by a wide variety of executive and legislative branch staff for 
po es ranging from producing the MAA budget to closing fiscal year accounting records.  

er, a lack of agreement and expectations about the appropriate scope and use of th
t and the

ec s of the forecast process and related information gained from interviews and 
nnaires. 

G
 

• The scope of the forec

• Improving the forecast process requires deciding on what the forecast product needs to 
be—th
materiality. 

Senior House, Senate, and OFM

• Once the appropriate forecast scope is identified, the parties must prioritize forecast-
related information requests for DSHS Budget Division given the tight timelines and 
limited resources. 

B
 
The forecast contains the vast majority of the MAA budget for contracted (non-administrative
services. 
 

and legisla
program eligibility, vendor payments) throughout each legislative session. 

For explanatory purposes, DSHS, legislative, and OFM budg
the change in the forecast relative to the previous budget into components such as 
mandatory caseload change, health service price and utilization change, federal 
matching rate changes, etc. 

th
producing the Governor’s budget. 

The forecast goal should be to produce the best MAA budget—the scope of the forecas
has increased to include considerable analysis that is not relevant

• The best overall forecast would be based on larger, more stable pieces of the MA
budget, but this approach does not provide the details needed to defend or explain the 
forecast. 

The “service detail by category” data developed for the forec
producing policy options—it may be possible to streamline the forecast process but keep 
the data detail (e.g., forecasting all small cells as a single group). 
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• ifferent interests in the forecast than DSHS—if the MAA 
forecast is wrong, it can have significant impacts on budget decisions for other agencies 

 

A program information is cited by several interviewees as important for 
xpenditures compared with forecasted amounts and for identifying 

ro m
res
through
 

• lative 
tor the MAA program and to understand expenditure trends and 

• ion staff involved in the forecast have limited time and resources to 
track programmatic changes. 

g functions are important but should be moved out of the forecasting 

• The forecast process is not the appropriate vehicle for program research, investigating 

• 
 cost behavior 

• that 

• ebates, disproportionate share hospital, and 

• ation to manage 
 

 

• ld be “pushed” to make budget monitoring data more available and accessible 

• 
ritize questions and 

data anomalies identified through enhanced MAA reporting capabilities. 

 OFM and legislative staff have d

but has more of an indirect implication for DSHS programs. 

• To support the Priorities of Government (POG) process, the forecast needs to provide
detail at a budget unit level so that it can be translated into “activity” clusters. 

 
Budget Monitoring, Program Management, and Research 
 
Access to detailed MA
racking actual MAA et

p gra matic changes.  However, there is some disagreement as to what entity should be 
ponsible for providing these data and whether it should be part of the forecast process or 

 another method. 

The data from the forecast process provide the only tool available to OFM and legis
staff to moni
developments. 

• The forecast process is an important budget monitoring activity, enabling OFM and 
legislative staff to examine program activities in a structured manner. 

DSHS Budget Divis

• Budget monitorin
process—they are not relevant to the forecast process and there is too little time to 
address monitoring questions in the forecast process. 

data anomalies, or policy simulations. 

There appears to be a significant overlap in data needed to manage the program and 
data needed for the forecast—both functions need an understanding of the
of MAA program components. 

The focus on being able to compare forecasts over time prevents process changes 
would make it easier to analyze data and manage the MAA budget. 

• Monitoring reports that allow actual expenditures to be tracked against the budget as 
passed, rather than the forecast, are needed. 

Monitoring reports that track drug r
ProShare expenditures would be helpful. 

Budget monitoring should be an MAA function—they need the inform
the program and are in the best position to develop useful information for budget and
policy purposes but there are no existing tools to provide monitoring and oversight data.

MAA shou
through regular reports. 

A budget monitoring workgroup with MAA, DSHS Budget Division, OFM, and legislative 
staff participation and chaired by MAA staff, could identify and prio
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• If MAA could provide enhanced budget monitoring capabilities, it would take some 
pressure off the forecasting process and allow forecasts to be done at a higher level of 
detail. 

• MAA and DSHS Budget Office need to coordinate activities to avoid redundancies 
between budget monitoring activities and forecast activities. 

 
Accounting 
 
Because of lags in the billing of health care services, the fiscal year accounting records for the
MAA budget are “closed” 12 to 18 months after the end of the fiscal year.  The forecast is 
to identify the necessary amount of reserves to pay for services incurred during the fiscal ye
but for which bills are received after the end of the fiscal year. 
 

 
used 

ar 

• In the mid-1990s, reserved amounts tended to exceed what was necessary to close the 

• erve “cushion” increases the importance of an accurate forecast in 
 to 

 
Ad
 
Most a  so 
that fea d program cuts can be 
min iz
 
 
III. 
 
The res A forecast currently lies with the DSHS Budget Division.   
In p c
Divisio  the conflicts 
out e 
fore s
 
Ge a
 

• 

budget—these excess reserves were identified and used for other purposes in the 
statewide budget. 

The lack of a res
determining the correct reserve amount—there are no excess funds from past years
offset a forecast error. 

• Closing the MAA fiscal year budget has become more difficult over time. 

vocacy Groups 

dvocacy groups have minimal interest in forecast details but desire forecast accuracy
sible program expansions can be correctly identified an

im ed. 

Workgroup Issues 

ponsibility for producing the MA
ra tice, however, a workgroup comprised of House, Senate, OFM, MAA, and DSHS Budget 

n staff is responsible for deciding key forecast assumptions.  Many of
lined above concerning the issue of a consensus forecast and the scope and purpose of th
ca t are related to the differing needs and expectations of workgroup members.   

ner l 

• The workgroup process is not designed to meet all participant expectations—this leads 
to conflict. 

Senior House, Senate, and OFM staff need to determine appropriate workgroup 
expectations and “ground rules.” 
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Rol  
 

•  clearly define who is responsible for the different parts of the forecast, such as 
roup 

• Defining roles and responsibilities will clarify whom to contact with questions and who is 
sible for errors—this will improve the consistency of the forecast process. 

ntinuous quality improvement. 

lly 

•  who is responsible for getting MAA-related information to 
uld fall on the 

s involved in the workgroup process must be willing to take on their 
assigned roles and responsibilities or the process cannot be fixed. 

• Given time and resource limitations, there should be some process to limit workgroup 
discussions. 

n workgroup questions—when DSHS Budget Division staff state 

, by 

ounts 
aller than forecast or data measurement errors will not improve forecast accuracy. 

• All participants must exercise discretion in how information gained through the 

 
Qu y
 

•  to review the draft primary trend roll-up. 

• A process is needed to ensure that identified problems are incorporated into the final 
forecast. 

es and Responsibilities 

Need to
creating step adjustment estimates, participation in discussions, production of workg
materials, forecast review, forecast delivery, etc. 

respon

• Need to clearly define a feedback process for incorporating workgroup comments into 
primary trend forecasts. 

• For the workgroup process to succeed, it needs effective group leadership, project 
management skills, commitment to collaboration, and co

• Responsibility for the primary trend forecast should include a commitment to convene a 
post-forecast workgroup discussion of what went well and how the process could be 
improved. 

• Greater involvement by program staff with front-line knowledge is desirable, especia
regarding the primary trend forecast. 

It is important to identify
policymakers and to acknowledge that not all of those responsibilities sho
DSHS Budget Division. 

• The institution

 
Data Analysis and Investigation 
 

• There is no restraint o
that an issue is unnecessary or irrelevant, workgroup members still insist on obtaining 
detailed information. 

• Need to prioritize issues by dollar amount involved, by what can or cannot be fixed
whether data to address the issue exist. 

• Workgroup participants need to understand that investigating issues with dollar am
sm

workgroup process is used. 

alit  Assurance/Review 

Workgroup participants need time
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• The staff producing the forecast need to perform some minimal review to ensure that 
both individual forecast options and the overall forecast is consistent with what would be 

• 
view would better identify 

 
Do
 

participants. 

s to analyze the underlying data. 

• e written and discussed before any SAS code modifications 

 
orkgroup Structure 

• OFM needs to play a stronger role in leading/facilitating the workgroup. 

•  responsibilities is key to improving the workgroup process, not 

• ibility and authority to enforce the workgroup 

 
Impact
 

• recast detail than the MAA expenditure forecast, enabling 
CFC workgroups to go into greater detail and to receive more analysis—this has 

s about the availability of detail and analysis in the MAA 
expenditure forecast. 

 
 

expected. 

OFM Forecasting has had the responsibility to review the full forecast, but this should be 
expanded to include all workgroup participants—expanded re
which items need to be fixed and which have minimal budget impact and do not need to 
be fixed. 

cumentation/Communication 

• Need to document changes from one version of forecast to next to avoid confusion, 
unnecessary work. 

• Formalize documentation and discussion of the forecast process—the current approach 
using e-mail discussions is unstructured and sometimes includes only a subset of 
workgroup 

• Distribute primary trend forecast options (at least for the most costly forecast cells) in 
Excel to enable workgroup participant

• Document workgroup discussions about steps estimates to ensure that SAS code 
reflects workgroup decisions. 

Documentation should b
occur. 

W
 

• The workgroup process should be designed to meet institutional needs. 

• Formalizing the workgroup organization by creating a chair and using parliamentary 
procedure would improve the process. 

Formalizing roles and
creating a chair or using parliamentary procedure. 

A workgroup chair must have the respons
process roles, responsibilities, and priorities. 

 of the Caseload Forecast Council 

The CFC process has less fo

increased expectation

 15



IV. 
 
Differe ion regarding many aspects of the forecast are at least partially related to 
conflict
conflict
 
DSHS 

staff have decreased from 12 FTEs seven years ago to 6.5 
apacity to provide services to OFM and legislative staff. 

gh 
e. 

• ustration with the forecasting process by DSHS Budget Division 

ative 
t, will not respond to questions if they do not feel the 

• dget Division treats the Governor’s budget as a placeholder and does not make 
an effort to get best forecast possible in the Fall because there is time to fix errors for the 

t. 

lvement in the 

DSHS 
 

ft “out of the loop” when OFM or legislative 
ther than going through the Budget Division. 

eg la
 

•  to 
 staff. 

• Legislative staff have too dominant a role in the forecast process. 

OFM 
 

• Institutionally, OFM acts more like a cop than a facilitator—they seem more interested in 
finding problems with the forecast than in helping agencies function better. 

Institutional Issues 

nces of opin
ing institutional purposes and goals.  This section summarizes some of the institutional 
s discussed by interviewees. 

Budget Division 
 

• Budget Division forecasting 
FTEs now—they have less c

• Forecasting resources within the Budget Division are similar to historical levels althou
skill levels may not b

• There is some support for increasing Budget Division FTEs for forecast purposes—more 
staff are needed, but staffing is not the only forecast issue. 

Loss of staff and skills, fr
are all problems—this has contributed to reduced willingness to answer workgroup 
questions. 

• The Budget Division role has changed—they are less willing to answer OFM, legisl
staff questions than in the pas
requested information is necessary. 

The Bu

legislative budge

• The Budget Division is not comfortable with OFM or legislative staff invo
forecast process. 

• The Budget Division does not see OFM or the legislature as customers. 
 

Medical Assistance Administration 

• MAA tensions with DSHS Budget Division may be due to MAA desire to have greater 
control over its own budget. 

• MAA has stronger relationships with OFM and legislative staff than other DSHS 
agencies—DSHS Budget Division may feel le
staff take questions directly to MAA ra

 
L is ture 

Considerable time is spent answering legislative staff questions, whether relevant
forecast process or not, for fear of the consequences of antagonizing legislative
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Caseload Forecast Council 

 

ns. 

tion between caseload and per capita forecasts but the delineation 
 DSHS Budget Division responsibilities is unclear. 

 
V. Re
 
Curren vision has the responsibility for producing the MAA expenditure 
fore s
inte e
 
Ge a
 

• urrent forecast process and leaving it in the DSHS Budget Division is more 

•  the 
ore or different staff may be needed. 

• impact the MAA budget, so DSHS can and should be more 

• recast issues that need to be resolved regardless of where it is 

 by good staff—where this occurs is less 

Tra f
 

ming 

• 

otential for conflicts of interest are similar in both MAA and DSHS Budget 
Division—both have similar incentives for the forecast to be high. 

 

er Forecast 
Components and Technical Issues below for more on this). 

Moving the forecast to MAA is logical because MAA staff have the most extensive 

 
• The CFC is perceived as not having a sufficient understanding of DSHS programs and

relies on DSHS program staff to explain issues—this has led to caseload forecasts 
based on incorrect assumptio

• There is an interac
between CFC and

 

sponsibility for Producing the Forecast 

tly, the DSHS Budget Di
ca t.  The issue of transferring this responsibility to another entity came up in a number of 
rvi ws. 

ner l 

Fixing the c
likely to result in improvements than moving it elsewhere. 

The DSHS Budget Division is a natural collecting point for MAA data—this makes it
right place for the forecast although m

• Moving the forecast will require shifting or adding staff and establishing access to MAA 
data—these issues need to be addressed before transferring the forecast responsibility. 

DSHS actions may 
responsible for explaining forecast changes. 

There are some fo
produced. 

• The key is a quality forecast produced
important. 

 
ns er to MAA Division of Business and Finance 

• Transferring the forecast to MAA would require additional MAA staff with program
skills and knowledge of the forecast process. 

Giving MAA forecast responsibility creates the potential for a conflict of interest. 

• The p

• Maintain the primary trend forecast in the DSHS Budget Division but give responsibility
for step adjustment estimates to MAA (to varying degrees, MAA has had the 
responsibility to estimate steps in the past—see the discussion und

• 
knowledge of the program and what is changing that will impact the forecast. 
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• If the forecast was transferred to MAA, DSHS Budget Division staff should still be 
involved in the forecast process. 

 
Tra f
 

• RDA has the staff and skills to produce the forecast. 

• one. 

e for forecast responsibility. 

ansferring the forecast to OFM is a possibility but more staff would be needed. 

 
Transfer to Caseload Forecast Co
 

• 

• e what amounts to the MAA budget is not 

 
Transfer to Actuarial or Consulting Firm 
 

•  the forecast out to an actuarial firm would add substantial health care 
knowledge to the forecast and is consistent with the approach taken by commercial 

 
 
VI. 
 
A n b
Intervie
above 
 
Lag a
 

• e potential to 
develop service-specific lag factors that could be incorporated into the forecast process. 

• MAA is in the best position to coordinate production of data for budget monitoring and 
forecasting needs. 

ns er to DSHS–Research and Data Analysis 

 RDA is not the right place to have the forecast d
 
Transfer to OFM 
 

• OFM is not in the position of managing the MAA budget and is therefore not a good 
choic

• Tr

• OFM could expand its forecast involvement or possibly take full responsibility, but it is 
unclear if this is consistent with legislative desires. 

• OFM has a key role in providing forecast oversight and quality assurance. 

uncil 

Transferring the forecast to CFC would result in a deterioration of access to MAA data 
and program knowledge. 

Having an independent entity like CFC produc
appropriate. 

Contracting

insurers. 

• Contracting the forecast out results in state government losing important forecasting 
knowledge and ability—as a key budget tool, this knowledge and ability should remain 
within DSHS. 

Forecast Components and Technical Issues 

um er of comments related to forecast methodology and data are summarized here.  
wee opinions on these technical subjects are often strongly related to issues discussed 

and so cannot necessarily be implemented on their own. 

 F ctors 

Different services do have different lag factors—MAA has been researching th
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• Using service-specific lag factors and potentially including more recent data for som
services would require a forecast 

e 
based on services rather than one based on eligibility 

• e most recent possible data compresses the time frame available for 
the forecast. 

g no later than January 2006) will have an 
st cell—this capability should be 

 systems that enable the use of 
t data would improve forecast quality. 

• Is it possible to examine lags based on claims received rather than on claims fully 
e to 

 
Da s
 

• dget areas—this is a major forecast 

• Data detail is lost in the process of creating accounting files from claims data—this 
stions cannot be answered. 

 

 

t Division staff must now make prior to the forecast. 

asis before the forecast process starts 
could help to resolve data issues, make the forecast more efficient, and reduce the 

• 
ment to ensure that data needed for forecasting, budget monitoring, and 

• 
w MMIS will help with this. 

• A new MMIS is likely to produce data which are not comparable to historic MAA data. 

rimary Trend 

lar amount cells decreases 
overall forecast accuracy. 

tly, managed care cells have been disaggregated—although there are some 

categories. 

The desire to use th

• The new MMIS system (to be up and runnin
automated capability to produce lag factors by foreca
tested during the reprocurement process. 

• Technically valid changes to lag factors or accounting
more recen

adjudicated and paid?  This is worth investigating because it could reduce lags by on
two months. 

ta I sues 

MAA data are much more complex than in other bu
issue. 

means some data anomalies or que

• Information on national trends, commercial health plan experience should be part of the
primary trend forecast process. 

• MAA is working to produce their accounting files at the same level of detail (i.e., the level
of detail in AFRS) required for the forecast—this would avoid a data manipulation step 
DSHS Budge

• Addressing data anomalies on a more frequent b

burden on the forecast process. 

It is critical that MAA and DSHS Budget Division staff have input into MMIS 
reprocure
program management will be available. 

All parties must be using consistent data to avoid time spent on data reconciliation 
issues—the ne

 
P
 

• The primary trend contains too many cells—this has occurred in an attempt to meet all 
possible workgroup needs, but forecasting very small dol

• Recen
“forecastable” issues in managed care (maternity carve-outs, eligibles who opt out of 
managed care, etc.), this is largely premium-driven and should not be part of the forecast. 
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• Aggregating stable forecast cells, disaggregating unstable cells could improve forecas
accuracy. 

Too much st

t 

• aff and workgroup time is spent on small forecast cells—the time-series 

• casting the growth rate for each forecast cell is independent of all other 
t 

• ice and utilization components, at least for 

y 

• o agree on primary trend forecasts in a very short time period—
ime is needed to examine graphs and to get feedback from MAA program staff. 

• The primary trend forecast is based on the premise that historical trends will generally 

without any outside information—this is not a sound forecasting technique. 

ast 
s that use economic 

 
Step A
 

• 

• rs but has not always 

• ast 

ep 
ff 

ost useful for the forecast. 

 greater 
ess but with potentially little real information. 

 are based on inexact data or knowledge. 

is o
 

• emoved 
d after the fact, and presented as individual decision packages. 

forecast approach devised by OFM to forecast a total for all small cells should be used. 

Currently, fore
cells—this ignores trends in health care practice patterns (e.g., substitution of outpatien
procedures for inpatient procedures). 

Decomposing per capita cost trends into pr
the largest cells, would be very helpful in understanding trends and could improve 
forecast accuracy. 

• The capability to analyze expenditure trends for optional eligibility versus mandator
eligibility groups would be helpful. 

There is huge pressure t
more t

continue and that the workgroup can successfully identify any deviations from historic 
trends 

• An outside consultant should be brought in to examine the appropriate level of forec
detail, the potential for developing explanatory forecasting model
and demographic variables, and the validity of forecast assumptions in high cost areas. 

djustments 

The majority of forecast effort and time is in the steps estimates. 

MAA has generally been involved in step estimates in last five yea
done a good job—this has frustrated DSHS Budget Division staff. 

Increased MAA roles in step estimates for the Fall 2003 forecast improved the forec
process and product. 

• Given their program knowledge, MAA staff should have primary responsibility for st
estimates, but they need training in how to coordinate with DSHS Budget Division sta
and to provide the step estimates in a manner that is m

• Need to identify how long steps should be tracked—the longer they are tracked, the
the complication added to the forecast proc

• Less time should be spent on small dollar amount step estimates, especially when the 
estimates

 
D pr portionate Share Hospital (DSH), ProShare, Trauma, Drug Rebates 

DSH, ProShare, and trauma do not lend themselves to forecasting—they should be r
from the forecast, calculate

• DSH, ProShare, and trauma are included in the forecast for convenience and 
comparability with past forecasts but could be removed from the forecast process. 
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• Because DSH funds are used to pay for GA-U inpatient hospital services, retaining DSH
in the forec

 
ast means that GA-U inpatient expenditures cannot really be forecast. 

e 

 
Fund S
 

s, 

 

• h 

• 

 and modularize the 

 

• 

t 

• The consultant updating the SAS code must both streamline it and create rules for 

nce 

• The SAS code too often dictates the forecast process rather than the other way around. 

• Drug rebates are a fixed fraction of drug expenses and could also be removed from th
forecast. 

• Drug rebates vary with volume and thus need to remain in the forecast. 

plits 

• Estimating fund splits is becoming more complicated over time—balancing fund source
not the total forecast amount, was the biggest problem in the Fall 2003 forecast. 

• Total expenditures should be forecast first, with all fund splits applied at the end of the 
process. 

• DSHS Budget Division does fund splits as part of the forecast process for reasons of 
convenience, but this responsibility could be shifted to MAA. 

• Fund splits are critical but are not easy or straightforward—the forecast should be done
by source of funds. 

Forecasting by fund source amounts to trying to forecast accounting changes, whic
have no relationship to MAA expenditure drivers. 

Fund splits by fiscal year, either as part of the forecast or a companion product, are a 
needed part of the forecast process.  

 
SAS Code 
 

• DSHS Budget Division has hired a consultant to assess, simplify,
forecast SAS code—he will also be involved in automating data manipulation, improving 
other DSHS forecasting processes, and report design.  

• The SAS code is not an issue—it does need to be improved, but that is not relevant to 
fixing the forecast process. 

• The SAS code needs to be more efficient to improve the MAA expenditure forecast but
not to respond to all possible data requests. 

The SAS code used for the forecast was originally developed by a high level 
programmer—the code is very sophisticated and hard to maintain, so that over time the 
forecast process has become increasingly less automated. 

• The current effort to update/streamline SAS code will not be successful if DSHS Budge
Division staff are not able to effectively use and maintain the code. 

implementing the steps estimates. 

• The consultant updating the SAS code should attend workgroup meetings to better 
understand the forecast issues being raised. 

• The SAS code needs to be available to workgroup members for quality assura
purposes and to ensure the code is being maintained correctly.  
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• The SAS code needs to be designed so that DSHS Budget Division staff can readily 
translate policy and budget discussions with MAA staff into code. 

• The current SAS code is a “black box”—it is difficult to track errors or respond to 
questions and leads to concerns about accuracy of the entire forecast. 

forecast—will 
there be a process to compare forecasts done under the “old” and “new” code? 

ebruary Forecast Update 
 

• DSHS 

t 
t cells. 

a 

 
recast has been very helpful. 

in 

he 

February 2004 update did not occur because data files needed for the forecast had 
not been updated and the lack of data was noticed too late to produce a forecast—a 

 
For a
 

• rrors is out of proportion to actual errors—some items 

• staff do not check for errors—this may be 

• 

 or 
vel is 

lly increase forecast errors. 

ors 
ount that is very large relative to other 

• lthough entitlements 

lead to budget cuts. 

• There are concerns about how changes to the SAS code will impact the 

 
F

Because the CFC provides three forecasts per year, this has put pressure on the 
Budget Division to provide forecast updates; this is difficult because the MAA forecast 
process typically takes six months, so updates are feasible only if they focus on a subse
of forecas

• Rules need to be developed to determine which parts of the forecast will be updated—
balanced look at areas going up and down is needed. 

• Having the February expenditure forecast update available at the same time as the CFC
February caseload fo

• The forecast update needs to be available by mid-February so that it can be included 
legislative budgets. 

• The existence of a February update cannot be a reason for not making corrections to t
Fall forecast. 

• The 

process must be established to check on data availability sooner so that February 
updates are produced. 

ec st Accuracy 

The perception of forecast e
identified as “errors” may be misunderstandings on the part of workgroup members. 

There is a sense that DSHS Budget Division 
due to the short time frame for the forecast. 

Identified errors in the Fall 2003 forecast were not corrected. 

• The quality of the forecast is good—errors are not in the total forecast but in details like 
fund splits or specific services. 

• Although forecast errors are large in absolute terms, they are generally one percent
less of total expenditures—the likelihood of reducing the forecast error below this le
small and efforts to do so may actua

• There is an inherent conflict resulting from the fact that reasonable MAA forecast err
of one percent or less are equal to a dollar am
budget areas. 

The “opportunity cost” of forecast errors must be emphasized—a
must be paid for, MAA forecast errors may preclude policy decisions in other areas or 
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• Forecast errors in details used to develop policy options are problematic. 

Even small errors are a problem when they are very obvious errors• —they call the validity 

• 
 
Foreca

 be updated over time as program changes occur—the need for 
forecast updates needs to be balanced with the need for comparability with past 

• 

ast cells were not comparable to past forecasts. 
 
Simpli
 

penditures are up or down. 

evel forecast but would lack the level of detail needed by OFM and 

• ast 

• DSHS Budget Division attempts to learn about private sector health care forecasting 
t might improve the MAA forecast were not well received. 

S 

S 

• vements need to be presented well in 
 feasibility, effort required, 

of the entire forecast into question. 

If the forecast has errors, it is less useful for budget monitoring.  

st Comparability 
 

• The forecast needs to

forecasts. 

The Fall 2003 forecast calculated per capita values using only fee-for-service eligibles 
instead of all eligibles (fee-for-service and managed care) as in the past—this meant 
many of the forec

fication/Modification of Forecast Process 

• A forecast by eligibility category and major service is the bare minimum needed to 
develop policy and budget options. 

• Forecast simplification efforts must still provide sufficient detail to meet policy goals and 
explain why MAA ex

• The simplification proposal developed by the DSHS Budget Division would produce an 
efficient high-l
legislative staff. 

OFM was unwilling to consider a DSHS Budget Division proposal to simplify the forec
process by focusing on total expenditures by service. 

techniques tha

• The budget, forecasting, and allotment processes leave no downtime for MAA, DSH
Budget Division, or OFM, so there is no opportunity to examine past processes and 
identify areas for improvement—an outside consultant or special assistant to the DSH
secretary is needed to be in charge of forecast quality improvement. 

Proposals for forecast modifications or impro
advance of the forecast start date to provide time to determine
comparability issues, etc. 
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