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The US health care system is not getting better outcomes for the high
spend, and is in dire need of reform to get higher value health care

- GDP

= U.S. health expenditures are high and increasing at an unsustainable rate.
= In 2013, health care spending was 17% of GDP; $9,255 per capita

« Lack of Value
= More health spending has not produced a commensurate improvement in the
nation’s health (i.e. better care or better outcomes)
= In health status, U.S. ranks 37th in comparison to other nations

* Fee-for-service problem
= The predominant current payment method (fee-for-service) was not designed to
promote value
= Creates skewed incentives and disincentives

Source: Summary by the National Commission on Physician Payment Reform, from “Report of the National Commission on Physician Payment Reform.” ) o
March 2013 Health Policy Commission | 3



Massachusetts has the highest per capita spending on health care of any
state in the US, which spends the most per capita of any OECD country

Per capita health care expenditures, indexed to U.S. average
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Note: OECD country wide averages indexed to US average spending 2013 (or most recent year) expenditure on health, per capita, US$ purchasing power parities (2012 is most

recent year available for countries denoted by *). MA per capita spending is from Health Care Expenditures per Capita by State of Residence from 2009 and indexed to US Health

Care Expenditures per Capita by State of Residence from 2009.

Source: OECD Health Statistics 2014 - Frequently Requested Data; KFF, "Health Care Expenditures per Capita by State of Residence”, 2009 Health Policy Commission | 4



The Massachusetts story

Massachusetts State Budget Comparison, FY2001 and FY2014
Billions of dollars

+$5.4B
(+37%)

FYO01
$158 -$3.6B
(-17%) Ml Fvis
$12B
- 0,
$9B 12.2%
$6B
-11.1%
-13.2%
$3B -14.0% -50.5%
-22.2% -31.1%
$0B I | l I ]
GIC, Mental Public Education  Human Infrastructure, Law & Local Aid
MassHealth, Health Health Services Housing &  Public
and other Economic  Safety
coverage Development

SOURCE: Massachusetts Budget and Policy Center Budget . L
¢ y ¢ Health Policy Commission | 5



The Massachusetts story

Insurance Reforms
Community Rating,
Guaranteed Coverage

l

1990s

Ch. 305 Passed

Health care Ch. 288 Passed = Ch. 224 Passed
Ch. 58 Passed  transparency and Small business | Health care cost
Health care reform e-Health health care relief containment
2006 2008 2010 2012

Health Policy Commission | 6



Drivers of Health Care Spending

« Utilization: Health care spending rises when patients use more services.
For example, if the average number of physician visits increased in
Massachusetts, overall spending would increase.

* Price: Health care spending rises when the price of services increases.

* Provider mix: Health spending increases when a population increases its
use of higher-priced providers. For example, if instead of going to a
freestanding facility for radiology or laboratory services, patients get those
services in a more costly hospital setting, overall spending would increase.

« Service mix: Health care spending increases when a population receives
more expensive services in place of cheaper ones. For example, if more
patients receive MRI or CT scans instead of lower-priced X-rays, overall
spending would increase.

Health Policy Commission | 7



Massachusetts has a 10 percent higher rate of inpatient admissions
than the national average, adjusted for age differences

BREAKDOWN OF DIFFERENCE IN DISCHARGES BETWEEN

MASSACHUSETTS AND U.S. BY INPATIENT SERVICE CATEGORY
Inpatient discharges per 1,000 persons, 2011

Massachusetts

) +3
residents use more S
inpatient care for
Ambulatory Care-

Sensitive Conditions +4
(ACSCs) than the ' r
national average -1
+9
Medical Surgical Deliveries Mental Health” Total

* Based on discharges in general acute hospitals. Data exclude discharges in specialty psychiatric hospitals.
SOURCE: Agency for Healthcare Research and Quality, Kaiser Family Foundation, American Hospital Association Health Policy Commission | 8



Characteristics of ED use among Massachusetts residents in 2014

Among Emergency Department (ED) visits in the past 12 months

38.7%
Il

CONFIDENTIAL WORKING DRAFT — POLICY IN DEVELOPMENT

were for a non-
emergency
condition

Of recent ED visits

B 60.3% 76.1%

Of recent emergency
room visits was for
care after normal
operating
hours at the
doctor's office or

clinic

Of recent emergency room
visits were unable to get
an appointment at a
doctor's office or clinic as
soon as needed

= > W
ED utilization
In MA'is
higher than

US

Note: A non-emergency condition is one that the respondent thought could have been treated by a regular doctor if one had been available.

Source: 2014 Massachusetts Health Insurance Survey

Health Policy Commission | 9



Total outpatient ED visits vary widely by region

Total ED visits per 1,000 persons, 2012

et Mermimack UpperNorthShore
ast Merrimac

West Merrimack/
Middlesex

: Lower North Shore

*{ Metro Boston
Tal

/

Pioneer Valley/Franklin

Central Massachusetts

South Shore

Metro South

Fall River

Total ED Visits per 1,000 Persons

[ ]273-289 New Bedford o ¢ Cape and lslands\
| ]200-362 A .
I 363 - 421 d
B +22-474

B <5566

The ED visits per 1,000 persons in Fall River (highest) is double that of West
Merrimack/Middlesex (lowest)

Note: All rates are adjusted for age and sex.
Source: NYU Center for Health and Public Service Research; HPC analysis of Centers for Health Information and Analysis outpatient ED database, 2012 Health PoIicy Commission | 10



Primary cost drivers in Massachusetts identified by HPC

account for 85% End-of-Life

care

ED visits
avoidable hospital
readmissions

high-cost care BH

centers comorbidity

Post-Acute Care

HPC 2014 Cost Trends Report
HPC July 2014 Cost Trends Supplement
HPC 2015 Annual Cost Trends Hearing — AGO Report Health Policy Commission | 11



Small subgroup of population represents large proportion of
spending among Medicare and commercial populations

Spending concentration in Massachusetts
Percent of claims-based medical expenditures (excluding pharmacy spending), 2010

1% 'ﬂ‘ . 15% - 22%
<o 111 [ I -
on iy I [

. T % %
20% wgﬂﬂﬂ 78% 73%
m™ren

Notes: The sample was limited to patients who had at least six months of enroliment in both 2010 and 2011 and costs of at least $1 in each year.
Figures do not  capture pharmacy costs, payments outside the claims system, Medicare cost-sharing, or end-of-life care for patients who died in 2010

or the first half of 2011. ) o
Source: All-Payer Claims Database; HPC analysis Health Policy Commission | 12



In Massachusetts, patients with behavioral health and chronic
conditions have significantly higher medical expenditures

Medical expenditures per patient (excludes drug spending)”
Relative to average patient with no behavioral health or chronic comorbidity in 2010

Average patient with Behavioral healtht Chronic condition#*
neither comorbidity comorbidity comorbidity Both comorbidities

: L@—»

COMMERCIAL

MEDICARE

* The sample for analysis was limited to patients who had continuous enroliment from 1/1/2010 — 12/31/2011 and costs of at least $1 in each year.
Figures do not capture pharmacy costs, payments outside the claims system, Medicare cost-sharing, or end-of-life care for patients who died in 2010 or
2011.
1 Behavioral health comorbidity includes child psychology, severe and persistent mental illness, mental health, psychiatry, and substance abuse
1 Chronic condition includes arthritis, epilepsy, glaucoma, hemophilia, sickle-cell anemia, heart disease, HIV/AIDS, hyperlipidemia, hypertension, multiple
sclerosis, renal, asthma, and diabetes
Source: All-Payer Claims Database; HPC analysis Health Policy Commission | 13



ED boarding is disproportionately driven by patients with
behavioral health diagnoses

Percent of visits, 2012

<+ 100%

M \
\
\
\
AN
\
\
\
\
\
\

Behavioral health
related

diagnoses
94%
5304 AII other
diagnoses
All ED visits Visits resulting

in "ED boarding"

SOURCE: Center for Health Information and Analysis; Department of Public Health; HPC Analysis Health Policy Commission | 14



Vision of Massachusetts cost containment reform law

Transforming the way we
deliver care

Reforming the way we pay for

care A more transparent,
accountable health care
- system that ensures
quality, affordable health
care for Massachusetts
residents

Developing a value-based
health care market

Engaging purchasers through

information and incentives

Health Policy Commission | 15



Payment arrangement between payers and providers determine the
economic incentives physicians face and impact care decisions and costs
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How Your Doctor Is Driving Up Health Care Costs

Financial incentives facing doctors and hospitals are pushing up costs

Article headlines pulled from:
The NPR (2013): http://www.npr.org/sections/health-shots/2013/08/30/216479305/money-may-be-motivating-doctors-to-do-more-c-sections
US News (2013): http://www.usnews.com/opinion/blogs/economic-intelligence/2013/08/22/how-financial-incentives-for-doctors-drive-up-health-care-costs

The Washington Post (2013): http://www.washingtonpost.com/business/economy/rise-in-spinal-fusion-surgeries-may-be-driven-partly-by-financial-incentives-
study-says/2013/11/13/2c87188a-4c87-11e3-be6b-d3d28122e6d4_story.html

Health Policy Commission | 16
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There are many ways for insurers (private and government payers) to pay
providers for services

Pay for each

Pay for each
patient covered

service rendered

e

Provider holds

Payer holds
financial risk financial risk
Fee for Pay for care Bundled LRI Global Full
: o payment for o
service coordination payment : budget capitation
primary care
Pay for
performance Common in the MA market

- will be discussed today

Cost plus

Note: payment methodologies that are not fee for service are often referred to as “Alternative Payment Methods” or APMs

Health Policy Commission | 17



All major commercial plans have a substantial proportion of HMO
members in APMs

B
T]egg) I\e/lrss Tufts/Network Health

I 07%

Aetna
Note: Only 1% of membership in HMOs

Source: CHIA, analyzed by HPC. Sept. 2014.
HPHC includes data from Health Plans, Inc.
Other includes Health New England, Fallon, Cigna, Aetna, and other plan

Health Policy Commission | 18



Reform of these incentives is critical to financially enable care delivery
transformation

Care Delivery
Transformation

Payment Reform

- Patient-centered medical
- Global budgets homes (PCMH)

- Shared-savings - Accountable Care

_ Organizations (ACO)
- Episode or bundled payments

- Behavioral Health

- Capitated payments for Integration (BHI)

certain services

HPC Goal: Advancing payment reform and care delivery
transformation through various policy initiatives and
certification programs

Health Policy Commission | 19



Current challenge in the health care system: fragmented care delivery

. Ex. 55 year old overweight man o I
with diabetes, schizophrenia, and Medicaid MCO Health Plan
alcoholism Behavioral Health Manager

Gastroenterologist Psychiatrist #2
PCP . : I I

Psychiatrist | Health Plan case manager | Therapist #2
(primary) for prescriptions (Psych Unit)

Gastroenterologist
(Hospital #2)

Thgrapist Sobriety Hospital #1 ED \ Endocri_nologist
(primary) | ST o transfer to (Hospital #2) Halway House

Hospital #2 _
Inpatient Psych Internist
Unit (Hospital #2)

Endocrinologist
(primary)

Source: Massachusetts Office of the Attorney General, 2014 Health Policy Commission | 20



The Patient Centered Medical Home (PCMH) is a model for organizing
primary care across the full range of an individual’s health care needs

The PCMH is...

The PCMH is not
limited to a physical
Patient- “brick and mortar”

centered location

A systems-
based approach
to quality and
SEVEWY

Comprehensive

Enhanced
access

Coordinated

PCMH potential outcomes:
improved quality of care, decreased health care costs, improved patient experience, and/or improved provider
experience
Source: PCPCC Health Policy Commission | 21



Conceptually, the PCMH serves as the central hub for all health and social
support services to achieve care coordination and integration

Hospital/
acute care Home care
services

Mental
health
services

School
systems

Long-term Community
care services

Health Policy Commission | 22



What is an ACO?

An ACO is a group of physicians, hospitals, and other providers that
receive financial rewards for achieving patient-focused quality targets
and demonstrating reductions in overall spending growth for their
defined patient population.t

§

An ACO is a provider-led organization whose mission is to be
accountable for the overall cost and quality for a full spectrum of care
for a defined population.?

1 http://www.brookings.edu/about/centers/health/focus-areas/accountable-care#recent_rr/
2 http://tdi.dartmouth.edu/research/evaluating/health-system-focus/accountable-care-organizations/about-us Health Policy Commission | 23
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ACO: The Medical Neighborhood

a0 Managemep,

wgament Strucey,,

A
Q()Q\\\O“Orl "0,)0
Pharmocy Speciolists
PCMH
Os0eo
Hite == T Other /Non
Core Trodetiondl
Patients
Ancillory
" s Hospeols
Long
Term Hospice
Public
Core Heolth
Agencies

Source: http://www.healthteamworks.org/medical-neighborhood/aco.html

If a PCMH is the medical
“‘home,” or locus of primary care,
of a patient’s health care
interactions, then an ACO is the
neighborhood in which a PCMH
sits.

An ACO not only links together
and coordinates care across the
entire network of health care
services (primary care, specialty
care, post-acute care,
pharmacy), it also provides the
management oversight, the IT
infrastructure, and data systems
necessary for the entire system
to thrive and work efficiently and
cost-effectively.

Much like the PCMH, the

patient is always at the center
of the ACO.

Health Policy Commission | 24


http://www.healthteamworks.org/medical-neighborhood/aco.html
http://www.healthteamworks.org/medical-neighborhood/aco.html
http://www.healthteamworks.org/medical-neighborhood/aco.html

HPC ACO certification program goals

with providers, payers, and consumers to obtain feedback on overall
ACO development and enabling policy development

Create a for providers to work toward care delivery transformation —
balancing the establishment of minimum standards with room and assistance for
innovation

Establish an for data collection, information gathering, and
dissemination of best practices to promote transparency

Enhance , Including increasing patient access to
services, especially for vulnerable populations

Promote with ACOs through BH-specific criteria, quality
metrics, and technical assistance

Develop standards that own principles for accountable care (e.g.,
MassHealth and Group Insurance Commission (GIC)) to further link accountability

To the extent possible, align with other state and federal programmatic
requirements to for providers

Health Policy Commission | 25



Previous proposed ACO certification approach

Who fulfills: Three-part process:

1. Mandatory Requirements
An ACO must meet each criteria within this category in order to move on to the assessment
portion of the certification evaluation process.
Criteria covers:
= Legal structure
= Governance
= APM adoption for primary care
= Patient protection
= Market protection
HER 2. Assessment Criteria
An ACO must meet 50% of the criteria within this category in order to pass HPC
certification.
Criteria are spread across five domains:
= Care Delivery
= Analytics & Performance Improvement
= Clinical Data Systems
= Financial Incentives
= Patient/Family Experience

3. Transparency & Reporting

HPC _J For the purposes of certification and public evaluation of each ACO, the HPC will collect
and report the following data for each ACO:

= TME

= Quality / Health Outcomes

Health Policy Commission | 26



CHART Investment Program

CHARTINg a course for the
RIGHT CARE at the
RIGHT TIME in the

RIGHT PLACE

Health Policy Commission | 27



Statutory Goals

Investments shall support at least one of six statutory goals:

Enhance
health
information
technology

Allow for the
secure transfer
of health
records across
the
Commonwealth

Support the

Demonstrate et
transition to

structures of

alternative
payment
methodologies

accountable
care

Building a structure for
creating accountable

Source: M.G.L. Chapter 29, Section 2GGGG; 958 CMR 5.00 care Health Policy Commission | 28



Foundational Investments in System Transformation

Four key elements of system transformation advanced by CHART:

Safety and Reliability: As CHART hospitals strive to deliver care based on value, not
volume, organizational focus on safety, reliability, and efficiency are imperative.

Population Health: The community orientation of CHART hospitals requires a primary focus
on whole-person care across settings and time.

Business Transformation: In parallel with operational transformation, CHART hospitals
need to prepare themselves for success in an alternative payment environment.

Community Partnership: Meaningful community engagement is required for successful
transformation of CHART hospitals. Early engagement will foster long-term success.

Health Policy Commission | 29



CHARTINng the way to the Second Curve

-

CHART Investments

but CHART is about taking
the challenge

leaping across the bridge is risky

/

CHART provides dedicated
investments

CHART provides a mandate and
supports organizational focus

CHART promotes leadership
engagement and management
practices

CHART provides new and
innovative information.

And CHART creates concerted
momentum for transformation

Source: Adapted from KaufmannHall, 2014

Efficiency

>
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Key Lessons Learned from Hospital Performance in Phase 1

The composition of transformation teams is important.
Multi-disciplinary skill sets were key to success.

Process improvement leads to increased efficiency. CHART
initiatives that focused on process improvement improved
efficiency and led to measureable outcomes.

Leadership and project management must be engaged
throughout the improvement process. Leadership
involvement and dedicated project managers were correlated to
the success of an initiative.

Data analysis is essential to measure performance and
drive improvement. The presence of meaningful data drives
and enables improvement by defining target populations,
monitoring progress, and assessing outcomes.

challenging to build, community partnerships extend the reach of
hospital staff through collaboration with external resources.

Low-cost options for acute care are critical to maintaining a
value-based system. CHART awardees were encouraged to
focus on building internal capacity and capability to increase
sustainability.

e Community partnerships are critical to success. While

CHART

_ Commu rpruIA eler
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In Phase 2, hospitals meet specified aims, with the
overarching goal to drive transformation toward accountable
care

CHART Phase 2: Driving transformation to accountable care

Outcome-based aims
Each hospital chooses one or more

Improve hospital-wide

Maximize appropriate hospital

Enhance behavioral health care

processes to reduce waste and
improve safety

use

Maximize appropriate use of community Improve care for patients with behavioral Reduce hospital costs and improve
hospitals through strategies that retain health needs (both mental health and reliability through approaches that
appropriate volume (e.g., reduction of substance use disorders) in communities maximize efficiency as well as those that
outmigration to tertiary care facilities), served by CHART hospitals, including enhance safety and harm reduction
reduce avoidable use of hospitals (e.g., both hospital and community-based

PHM, ED use and readmission initiatives

reduction, etc), and right-size hospital
capacity (e.g., reconfiguration or closure
of services)

Enhance impact of outcome-based aims

Emerging technologies

C ted health Maximize use of effective or emerging technologies and innovative application of lightweight tools to promote
QiriEeie 2] efficient, interconnected health care delivery

Strategic planning

Empower CHART hospitals to engage in long term (5-10 year) planning initiatives to facilitate transformation
Strategic plan ning of community hospitals to meet evolving community needs; enhance efforts to sustain CHART Phase 2
activities

Support sustainability of outcomes-based aims
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Investments empower CHART hospitals as integrators, while
engaging providers across the continuum through
community-oriented models

Primary focus of the majority of initiatives is | hospital use (| readmissions and ED visits) and 1 community care; when patients are
in hospital, proposals focus on | LOS and tdischarge to appropriate setting with services. Investments are distributed across the
continuum.

Continuum of Engagement

Inpatient
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Fragmented Service Delivery for Complex Needs

Fragmgnted Patients with
service complex

delivery leads Post-Acute needs
to recurrent struggle to
mis-utilization access siloed

and poor treatment
outcomes Acute

Community
Partners

Hospital

Inpatient Chronic
conditions
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Transport.
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conditions

Substance
use
disorders
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Primary

Care

Behavioral health complexity
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CHART Care Teams: Coordinated patient care with high
intensity services that leverage innovative technology

Palliative care Acute Warm handoffs
Medication reconciliation Post-Acute Primary care

. _ Hospital
Discharge planning Care engagement

Perinatal SUD treatment IrpeiEm! Tele-monitoring
BH integration Tele-monitoring
& SUD treatment Community CBOs
Community Partners Police/Courts

paramedicine Schools

Intensive SUD & Detox

Community mental | F - &eliigialiaY Primary
health

Peer networks

Warm handoff
Care plan sharing
BH integration
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Complex Care Teams
Care Navigators / CHWSs

Individualized Care Plans Health Policy Commission | 37



Contact Information

For more information about the Health Policy Commission:
Visit us: http://www.mass.gov/hpc
Follow us: @Mass HPC

E-mail us: HPC-Info@state.ma.us
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