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Key statistics from the 2016 Cost Trends Report

$20,400

annual health
insurance premium
plus cost-sharing for
typical family in MA in
2015

24.4%

rate of non-
recommended imaging
for lower back pain per
100 eligible cases

"HPC

4.1%

total health care
expenditure growth
between 2014 and
2015

8.8%

per capita growthin
commercial
prescription drug
spending, not factoring
rebates

22.8%

portion of behavioral
health related
emergency
department visits with
alength of stay of
more than 12 hours

6.0%

commercial health

care spending per
personin MA in excess

of national average

87 %

growthin opioid
related emergency
department visits
between 2011 and 2015

4X

growthin percent of
prescriptions with no
cost sharing among
women between 2012
and 2014
(3.2% t013.4%)

30%

portion of incomea typical
family of 3 at three times
the federal poverty level
pays for health insurance
premiums, copayments,
and deductibles

21%

approximate percent of
commercial health care
spending attributable to
prescription and medical
drugs combinedin 2015

+11,000

changein the number of
inpatientadmissionsin
Massachusettsin 2015
after 3 years of declines of
over 20,000 per year



Statutory mandate for HPCOs annual

Section 8g of Chapter 224 of the Acts of 2012

The commission shall compile an annual report concerning spending trends and underlying factors, along
with any recommendations for strategies to increase the efficiency of the health care system. The report
shall be based on the ¢ 0o mmi s sanalysisd information provided at the hearings by providers, provider
organizations and insurers, registration data collected under section 11, data collected by the Center for Health
Information and Analysis under sections 8, 9 and 10 of chapter 12C and any other information the
commission considers necessary to fulfill its duties under this section, as further defined in regulations
promulgated by the commission. The report shall be submitted to the chairs of the house and senate committees
on ways and means and the chairs of the joint committee on health care financing and shall be published and
available to the public not later than December 31 of each year. The report shall include any legislative language

necessary to implement the recommendations.
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Data inputs Required outputs

Hearings Annual report concerning spending

Registration data trends and underlying factors

CHIA data Recommendations for strategies to

increase efficiency
Any other information necessary to

fulfill duties Legislative language necessary to

implement recommendations
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Presentation themes and potential areas for recommendations

Spending and the Opportunities to Progress in aligning
delivery system improve quality and incentives
efficiency
A Spending trends A  Alternative payment
A Affordability of care A Avoidable hospital ER
A Prescription drug utiization R JEITESIE

spending Post-acute care iIncentives

Al >\

A Variation in spending
by primary care
provider group

‘>HPC



Select findings from the 2016 Cost Trends Report

Spending and

the delivery Opportunities to
system improve quality and
efficiency

Progress in aligning
incentives

Spending Affordability of Prescription
trends care drug spending
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Massachusetts healthcare spending growth

Background

A After years of high growth in annual healthcare spending throughout the 2000s,
Massachusetts spent more than any other state on health care per person in 2009

A Medicare spending per capita was 9% higher
A Commercial premiums were 13% higher

A Since 2012, the state (through the HPC) annually establishes a health care cost
growth benchmark, as measured by growth in total health care expenditures
( THCE) per capita. This target i dgembased
economic growth and has been set at 3.6% annual growth through 2017

A Since 2012, the actual growth rates in THCE were:
A2012-2013: 2.4%
A2013-2014: 4.2%
A 2014-2015 preliminary: 4.1%

A Overall, between 2012-2015, the average growth rate in TCHE was 3.57%
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Growth in prescription drug spending, among other factors, contributed to
exceeding the benchmark in 2015

Sector/spending Drivers of growth beyond benchmark rate,

category 2014-2015

Commercial A Prescription drugs (8.9% growth, not factoring
rebates)

Medicare (FFS) Prescription drugs (10.9% growth, not factoring
rebates)

Home health care (6.6% growth)

Prescription drugs (9.1% growth, not factoring
rebates)

Long term services and supports (LTSS),
particularly spending on home and community-
based services

MassHealth

o o Do o

To

Other Medicare enrollment growth (Original Medicare,
One Care and Senior Care Options)

A Net cost of private health insurance

‘> Note: Prescription drug figures under MassHealth include MCO, PCC and FFS spending only and exclude PACE, SCO and One Care. Prescription drug figures exclude
H PC impact of rebates. Growth figures provided are per member or per enrollee (Medicare drug spending is per Part D enrollee)
Sources: HPC analysis of Center for Health Information and Analysis 2016 Annual Report and July 2016 Enroliment Trends Report



Since 2009, total healthcare spending growth in Massachusetts has been
near or below national growth

Annual growth in per capita healthcare spending, MA and the U.S., 2002-2015
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Note: U.S. data includes Massachusetts.

Ig HPC Sources: Centers for Medicare and Medicaid Services National Healthcare Expenditure Accounts, Personal Health Care Expenditures Data, and State Healthcare
Expenditure Accounts (U.S. 2002-2015 and MA 2002-2009); Center for Health Information and Analysis Annual Report THCE Databook (MA 2009-2015)



In recent years, commercial spending growth in Massachusetts has been
consistently lower than national growth

Annual growth in commercial health insurance premium spending from previous year, per enrollee
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‘> Notes: U.S. data includes Massachusetts. Center for Health Information and Analysis data are for the fully-insured market only.
H PC Sources: Centers for Medicare and Medicaid Services, State and National Healthcare Expenditure Accounts, Private Health Insurance Expenditures and Enrollment
(U.S. and MA 2005-2009); Center for Health Information and Analysis Annual Reports (MA 2009-2015)



Despite recent lower growth, spending per person in Massachusetts
remains 6-7% higher than U.S. averages

Massachusetts per person spending in excess of U.S. averages, 2014 and 2015

Inpatient | Outpatient .. Post-acute | Prescription
Overall : . Physician
hospital hospital care drugs

Medicare 6% 19% 24% -9% 18% 1%

Original

(FFS)

Commercial
A Milliman, Inc. (claims-based), 2014
A 6% overall (statewide)
A 9% Boston-area
A U.S. Agency for Healthcare Research and Quality (survey of employers), 2015
A 6.5% family premiums
A 9.3% single premiums

I g H PC Sources: Centers for Medicare and Medicaid Services 2016 (Medicare); Milliman, Inc., 2014 and Agency for Healthcare Research and Quality Medical
Expenditure Panel Survey, 2015 (commercial)
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Massachusetts has a considerable portion of residents at low to middle
income levels

Number of state residents at each household income level, 2015

MA population
percentage

994,300

— 150/0 ]

39%

3,384,100 —

B Under 100% FPL 1 100-199% FPL 200-399% FPL B 400%+ FPL
(less than $20,000) ($20,000 - $40,000) ($40,000 - $80,000) ($80,000+)

f g H PC Note: Dollar values are for a family of two adults and one child.

Source: Current Population Survey as reported by Kaiser Family Foundation 11



On average, health insurance premiums in Massachusetts are relatively
similar for low- and high-wage employers, but the employee share is
greater among lower-wage employers
Average family premiums and employee contributions, by wage quartile, 2015

$19,263

$18,353

$16,251

" Employee
contribution

B Employer
contribution

Q1 Q2 Q3 Q4

Lowest wage Highest wage

Average premium plus typical cost sharing was $20,400 in 2015 while the
average wage was $64,116

<> H PC Source: Agency for Healthcare Research and Quality Medical Expenditure Panel Survey, 2015; Executive Office of Labor and Workforce Development 2015
Massachusetts Workforce and Labor Area Review 12



Out-of-pocket healthcare spending is relatively similar for residents in
low and high income areas

Percent of residents, by annual out-of-pocket spending, 2014

100%
80%
60%
40%

20%

Pupc

Average Average
$560 1% $620 ,2%
Annual out-of-pocket
spending

B $3.000+

B $1.000 - $3,000
B $500 - $1,000
I $250 - $500
~ $0-$250

Lowest income areas Highest income areas

Notes: Spending includes only out-of-pocket spending within insurance benefits (e.g. copays and deductibles) and is conditional on having non-zero spending. Lowest
income areas represent the quartile of zip codes in the state with the lowest household median income. Data include only privately insured individuals covered by Tufts
Health Plan, Blue Cross Blue Shield of MA, and Harvard Pilgrim Health Care. Data do not include spending outside of health insurance such as dental care, over-the-
counter medications, or privately-paid mental health visits.

Source: HPC analysis of Massachusetts All-Payer Claims Database, 2014

13



Massachusetts residents with low to middle incomes face a high burden
of healthcare costs relative to income

Total healthcare spending relative to income for a family with employer-based coverage, 2015

30%

25%

18%

$60,000 $80,000 $120,000
(300% FPL) (400% FPL) (600% FPL)

Income for a family of 3

Note: FPL= federal poverty level. Calculation assigns premium (including employer and employee contribution) for lowest-wage quartile employers (from private health
insurance premium slide) to the 200% FPL family, the second highest-quartile to the 400% FPL family and the highest-quartile premium to the 600% FPL family. Cost
‘> sharing is assigned as a fixed proportion of the total premium using total cost sharing as reported by the Center for Health Information and Analysis. Calculations do
H PC not account for tax deductibility of employer-sponsored health insurance premiums or spending on health care outside of covered benefits.
Source: HPC analysis of Agency for Healthcare Research and Quality Medical Expenditure Panel Survey, 2015
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Out-of-network charges can also burden patients and impact spending

Proportion of ED visits at in-network facilities that involved out-of-network physicians

Out-of-Network
Ratio

O 0.00-0.01
3 0.02-0.03
@ 0.04-0.06
B 0.07-0.11
| 0.12-0.16
W 017-0.21
B 0.22-0.28
W 0.25-0.38
W 0.33%-0.53
W 0.54-097

A A 2016 study published in the New England Journal of Medicine showed that of ED visits at in-
network hospitals, 22% involved out-of-network physicians

A Eastern MA was above the national average while the Worcester area was below
Out-of-network emergency physicians charged an average of 798% of Medicare rates
These costs are borne by both patients and insurers
Massachusetts policy makers are exploring the topic of out-of-network billing

> >

Notes: ED= emergency department. A recent MassHealth policy change caps Managed Care Organization (MCO) reimbursements for out-of-network non-emergency

‘> services at 100% of MassHealth fee-for-service rates. The Special Commission on Provider Price Variation is considering out-of-network billing issues in the scope of its
H PC ongoing work, which could result in policy action.

Source: Zack Cooper & Fiona Scott Morton, Out-of-Network Emergency-Physician Bills i An Unwelcome Surprise, New England Journal of Medicine 375, 1915-18 (2016) 15



Prescription drug spending ﬁ'

Background

A For the second year in a row, prescription drug spending in Massachusetts exceeded
historical growth rates (10.2% in 2015 and 13.5% in 2014)

A This growth is consistent with national trends

A The entry of new high-cost drugs, price growth for existing drugs, and a low level of
patent expirations remained the largest contributors to drug spending growth in 2015

A Commercial prescription drug spending grew 8.8% per capita in 2015, down from 12.5% in
2014

A The estimates above do not factor rebates, which affect both level and trend

A AGO reports that commercial* per capita prescription drug spending growth in 2015
was two percentage points lower net of rebates: from 8.2% to 6.1%

A Even including rebates, growth in prescription drug spending exceeded spending growth
in all other commercial categories of service

’> *Note: Analysis only includes five Massachusetts health plans.

H PC Source: Office of the Attorney General. Examination of Health Care Cost Trends and Cost Drivers Pursuant to G.L. ¢. 12C, A 17. Boston (MA) : Office of the
Attorney General; 2016 October 7
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Among major spending categories, prescription drugs have the highest
growth rate

Growth in commercial spending categories and proportion of total TME, 2013-2015

<> H PC Note: TME= total medical expenses. Prescription drug figures exclude impact of rebates.
Source: HPC analysis of Center for Health Information and Analysis 2016 Annual Report TME Databook
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