3. WASTEFUL SPENDING

Of total health care spending in Massachusetts, an estimated 21 to 39 percent
(S14.7 to 526.9 billion in 2012) could be considered wasteful.

Wasteful spending in health care is important because
it represents spending that does not return value and in
some cases causes harm. According to the Organization
for Economic Co-operation and Development (OECD), the
United States spends approximately two-and-half times as
much on health care per capita as other industrialized na-
tions without a corresponding gain in outcomes.!

Experts define “wasteful spending” in many ways. In
this chapter, we define wasteful spending as spending in
the provision of health services that could be eliminated
without harming consumers or reducing the quality of
care people receive.

We first estimate the proportion of health care spend-
ing that can be considered wasteful. The results offer a
sense of the magnitude of potential savings that could be
achieved without any decrease in the quality of care. We
then examine a number of specific wasteful spending ar-

eas and for each provide an estimate of the dollars wasted.

3.1 Estimate of wasteful spending in the system

A variety of approaches have been used to estimate
how much spending is wasteful in the U.S. health care sys-
tem (Table 3.1).23#55” The various approaches all estimate
several categories of waste: spending on services that lack
evidence of producing better health outcomes compared
with less-expensive alternatives; the provision of duplica-
tive or unnecessary health care goods and services; the un-
deruse of preventive care; and spending to treat avoidable
medical injuries and illnesses.

Using a similar approach, we estimate that waste-
ful spending in Massachusetts was $14.7 to $26.9 billion
in 2012, representing 21 to 39 percent of total health care
spending (see Technical Appendix A3: Wasteful Spend-

Table 3.1: Estimates of wasteful spending in the U.S. health care system

Percent of U.S. health care spending in year of estimate

Esti- . .
Year . Types of wasteful spending examined Approach
: ~ 8 - : n . Literature review, interviews with health in-
PricewaterhouseCoo 2005 549% CBieet;]eé\i/égral, clinical, and operational ineffi- dustry executives and government officials,
REE and survey of 1,000 US consumers
RAND Corporation 2008 50% Administrative, operational, and clinical Meta-analysis of research on waste
McKinsey Global Insti- 2008 31% Spending in excess of expected level of Comparison of health care spending and in-
tute ° spending based on national wealth come by country
Unnecessary services, delive(y_inefﬁciencies,
Institute of Medicine 2012 30% mi@gg'C;friév%?\%%crfsgggoar?u?li?ilggraaur\\/g (%?;Ltlsd Meta-analysis of literature; expert interviews
and abuse
: Overtreatment, failures of care delivery, fail-
?/fl\r/lvxcakrgzli Hackbarth 2011 27% ures of care coordination, pricing failures, ad- Meta-analysis of literature
ministrative complexity, and fraud and abuse
Emergency department overuse, ahntibiotic
overuse, patient medication non-adherence, ~ n - 8 .
NEHI 2008 27% vaccine underuse, hospital readmissions, Meta-analysis of expert interviews, case stud

hospital admissions for ambulatory care sen-
sitive conditions, and medical errors

ies, and a review of relevant literature
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Table 3.2: Selected examples of wasteful spending in Massachusetts

Dollars
Estimate of
. Year
wasteful spending
Opportunities for coordinated action across care settings
Preven'table acute hospital $700M 2009
readmissions
Unnecessary ED visits S550M 2010
Opportunity for hospital action
Health care-associated $10 to $18M 2011
infections
Opportunities for physician and patient action
Early elective inductions S3 to $8M 2012
Inappropriate imaging for $1to $2M 2011

Definition of category

Hospital readmissions that could have been prevented through quali-
ty care in the initial hospitalization, adequate discharge planning, ad-
equate post-discharge follow-up, or improved coordination between
inpatient and outpatient health care teams

Visits to the emergency room that could have been avoided with timely
and effective primary care

Infections contracted while patients are in a hospital receiving health
care treatment for other conditions

Elective inductions before 39 weeks, which increase the health risks for
newborn babies and dramatically raise the likelihood of those infants
being admitted to neonatal intensive care

Diagnostic imaging (X-rays, CT scans, and MRIs) used against clinical
guidelines in office visits for lower back pain

lower back pain

ing). This estimate, which includes both clinical activities
and structural characteristics that contribute to wasteful
spending, was based on national estimates augmented
with Massachusetts-specific data where available.

3.2 Opportunities identified for wasteful spending
reduction

Our estimate of wasteful spending in Massachusetts
suggests significant opportunities for reducing spending.
To provide guidance on how to capture these opportu-
nities, we identify specific measurable types of wasteful
spending in the Massachusetts health care system. This
analysis has two goals:

* Cataloguing instances of wasteful spending and their
relative size to support the health care industry in
prioritizing areas for waste-reduction efforts

* Developing an evidence-based foundation for policy
efforts to support reducing wasteful spending

We selected five examples based on their prevalence in
policy discussions and research, insight from experts in
the field, and the availability of data (Table 3.2). These five
examples span three categories: large opportunities re-
quiring coordinated action across care settings, opportuni-
ties addressable by hospitals, and opportunities address-
able by individual physicians and patients. The estimates
presented here are based on a review of previously pub-

lished estimates and on our analyses of newly available
data. Each example represents an opportunity not only to
reduce spending, but also to improve the quality of care
delivered.

3.2.1 Preventable acute hospital readmissions

A readmission occurs when a patient is admitted to a
hospital within a defined period of time after being dis-
charged from an index hospitalization. Readmissions are
often viewed as failures of either care delivery (such as
incomplete treatment or poor care of the underlying prob-
lem) or care coordination (such as incomplete discharge
planning or inadequate access to post-acute care).® Read-
missions are important not only because they are indica-
tors of lower quality, but also because each additional hos-
pital admission is expensive.” The federal government has
estimated spending on readmissions for Medicare patients
alone at $26 billion annually, of which more than $17 bil-
lion, or 65 percent, is preventable.!

The Massachusetts average readmission rate is high-
er than the national rate in the Medicare population for
major conditions.! Moreover, the Massachusetts Medicare
average excess readmissions ratio® is higher than the na-
tional average."! Within Massachusetts, readmissions rates

! Readmissions measures cover three conditions: acute myocardial
infarction, heart failure, and pneumonia.

i The excess readmissions ratio is a measure of observed readmissions
relative to those expected based on a hospital’s case mix.



Figure 3.1: Readmissions within 30 days for acute myocardi-
al infarction for Massachusetts acute hospitals
Risk-standardized excess readmission ratio for Medicare ben-
eficiaries by hospital, 2009-2011
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Figure 3.2: Readmissions within 30 days for heart failure for
Massachusetts acute hospitals
Risk-standardized excess readmission ratio for Medicare ben-
eficiaries by hospital, 2009-2011
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Figure 3.3: Readmissions within 30 days for pneumonia for
Massachusetts acute hospitals

Risk-standardized excess readmission ratio for Medicare ben-
eficiaries by hospital, 2009-2011
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vary, with some hospitals below the U.S. average (Figures
3.1,3.2,3.3).

Readmissions can be categorized based on whether
they are preventable.” One widely used definition of a
preventable readmission is “if there was a reasonable ex-
pectation that it could have been prevented by one or more
of the following: (1) the provision of quality care in the
initial hospitalization, (2) adequate discharge planning,
(3) adequate postdischarge follow-up, or (4) improved co-
ordination between inpatient and outpatient health care
teams.”!? For example, the expected readmission rate for
surgical procedures is quite low, implying that many re-
admissions of this type may be preventable.”’ In 2011, a
CHIA study found that 8.9 percent of all hospitalizations
in Massachusetts resulted in a potentially preventable re-
admission, with performance varying significantly by hos-
pital (rates ranging from 5.6 to 13.9 percent).”” The study

i Not all readmissions are preventable or undesirable. Even with
high-quality, evidence-based care, some patients discharged from the
hospital can be expected to encounter medical issues in the month after
discharge that will require another hospitalization.

estimated that these potentially preventable readmissions
represented $704 million of spending in FY2009."

A number of efforts are under way to reduce all types
of preventable hospital readmissions at the federal and the
state level. In 2012, for example, CMS launched the Read-
missions Reduction Program, which financially penalizes
hospitals that have excess readmissions based on their
30-day readmission rates for acute myocardial infarction,
heart failure, and pneumonia.

In Massachusetts, the State Action on Avoidable Re-
hospitalizations (STAAR) Initiative has been working
since 2009 to reduce avoidable readmissions and improve
care transitions for patients and families.”* A multi-state,
multi-stakeholder approach, the STAAR Initiative has led
to the formation of over 50 cross-continuum teams in Mas-
sachusetts, with hospitals, long-term care facilities, home
health agencies, and physician offices committing to pro-
vide increased transparency into readmission rates and to
drive improvement.”® Another Massachusetts innovation
in readmissions reduction is the Re-Engineered Discharge
(RED) system, developed by researchers at the Boston
University Medical Center. This set of activities and ma-
terials for improving the discharge process has proven to
be effective in reducing readmissions and post-discharge
ED visits."* Other Massachusetts stakeholders are work-
ing with nursing facilities to tailor and disseminate the
INTERACT II (Interventions to Reduce Acute Care Trans-
fers) toolkit, a set of clinical and educational resources that
are intended to improve care within nursing facilities and
to minimize transfers to the acute hospital that are poten-
tially avoidable.’ Many other efforts, such as the Delivery
System Transformation Initiatives (DSTI), the Commu-
nity-based Care Transitions Program (CCTP), and Mass-
Health’s preventable readmissions policy, are also under
way in Massachusetts.

3.2.2 Unnecessary emergency department visits

Visits to emergency departments (ED), which provide
a wide range of health care services regardless of people’s
ability to pay or the severity of their condition, are anoth-
er source of wasteful spending, specifically ED overuse.
According to a 2012 CHIA report, ED overuse is defined
as ED visits that are preventable or avoidable with timely
and effective primary care.'® Such visits can be classified
into three types of categories:

= Non-emergent care,
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= Emergent care that could have been treated in a pri-
mary care setting, and

= Emergent care that requires an ED setting but that
could have been prevented or avoided through earli-
er intervention.

These three categories of overuse account for approxi-
mately half of the total ED visits in Massachusetts. Effec-
tive interventions are needed to reduce the estimated $558
million in spending associated with preventable ED visits
in Massachusetts in 2012.'¢

A number of potential interventions may reduce un-
necessary ED utilization. Some of these involve increased
access to primary care, through efforts like scope of prac-
tice changes, expansion of limited service clinics, work-
force development, and development of patient-centered
medical homes." Other interventions involve better man-
agement of those with chronic conditions who experience
acute exacerbations requiring urgent attention. Account-
able care models that promote better population health
management, reward care coordination, and provide for
better transitions of care have the potential to reduce this
segment of ED use.

3.2.3 Health care-associated infections

Patients can sometimes contract an infection while they
are in a hospital receiving health care treatment for oth-
er conditions — often referred to as nosocomial or health
care-associated infections (HAIs)."” In the United States, an
estimated 1.7 million hospital patients — 4.5 out of every
100 admissions — experience HAIs, which cause or contrib-
ute to the deaths of nearly 100,000 people annually.”” The
most frequent type of HAI in the United States is urinary
tract infection (36 percent of all HAIs), followed by surgi-
cal site infection (20 percent), and central line-associated
bloodstream infection and ventilator-associated pneumo-
nia (both 11 percent).”” These HAIs can greatly harm the
health of patients, sometimes requiring years of follow-up
treatment, multiple surgeries, and permanent disability.

The ideal benchmark for HAISs is zero. While reduction
efforts have successfully brought the occurrences of HAIs

¥ Chapter 224 includes a number of reforms to improve access to
primary care. The law expands the definition of primary care provider
to include nurse practitioners and physician assistants and broadens
the scope of practice for nurse practitioners in limited service clinics. In
addition, it includes three programs to develop a broader primary care
workforce: loan forgiveness for providers who care for underserved
populations; grants to promote residency programs at community
health centers; and grants for providers serving at a community health
center. Chapter 224 also charges the Commission with the certification
of patient-centered medical homes.

in Massachusetts down over the past few years, hundreds
of these infections are still reported annually.® We es-
timate that these HAIs represented $10 to $18 million of
wasteful spending in 2011.

3.2.4 Elective induction of labor before 39 weeks

When a woman is nearing the end of a pregnancy, she
may have her labor induced rather than waiting for it to
begin on its own. Labor induction is indicated when there
are health concerns for the mother and/or child. But when
the reason is non-medical, such as matters of convenience
or preference, it is an elective labor induction. Evidence
shows that elective inductions before 39 weeks increase
the health risks for newborn babies and dramatically raise
the likelihood of those infants being admitted to neona-
tal intensive care. In addition to these health concerns,
early elective inductions also generate higher medical ex-
penditures due to increased rates of costly Cesarean sec-
tions (C-sections) and neonatal intensive care unit (NICU)
stays."

5.9 percent of all births in Massachusetts were early
elective inductions in 2012.*° Although this rate is signifi-
cantly improved from prior performance due to concerted
efforts around the nation and in Massachusetts, there is
still further room for improvement. We estimate that re-
ducing this rate could save $3 to $8 million per year from a
corresponding decrease in NICU stays.

Evidence from interventions piloted in certain hospitals
suggests lower rates are feasible. A 2010 study of hospitals
that implemented programs to reduce elective inductions
found it possible to achieve rates of 1.7 to 4.3 percent,
depending on whether the hospital implemented a “soft
stop” policy — in which physicians were discouraged
from elective inductions, but compliance was not enforced
—or a “hard stop” policy barring any elective induction.?!

3.2.5 Overuse of diagnostic imaging for acute lower back
pain

Nationally, acute lower back pain is the second-most
common symptomatic reason for office visits to prima-
ry care physicians, and it is the most common reason for
office visits to orthopedic surgeons, neurosurgeons, and
occupational medicine physicians.?? In many of these vis-
its, patients receive an x-ray, CT scan, or MRI to diagnose
the issue. But evidence shows that, within six weeks, 90
percent of episodes will resolve effectively regardless of
whether patients receive an imaging test. Furthermore,
these tests often trigger unnecessary interventions and



lead to additional procedures that complicate recovery.?

Our analysis of claims data shows that 21 percent of
Massachusetts patients with uncomplicated lower back
pain received imaging studies against guidelines.” Inap-
propriate imaging studies for these diagnoses represent
$1 to $2 million in annual spending. The cost of unneces-
sary care that can follow an imaging study may generate
additional wasteful spending. Moreover, inappropriate
imaging for other conditions may represent additional op-
portunities.

3.3 Conclusion

Analysis of wasteful spending in Massachusetts sug-
gests that the magnitude of waste is 21 to 39 percent of per-
sonal health care expenditures, or $14.7 to $26.9 billion in
2012. Reducing wasteful spending represents an import-
ant opportunity to slow the growth in health care expen-
ditures for Massachusetts residents. Already, many efforts
are under way across the nation to identify and address
specific areas of clinical waste." As these efforts take shape,
it will be important to ensure that investments made gen-
erate a sufficient return in the form of lower spending and
that the savings generated translate into lower premiums,
shared with the households and businesses that purchase
health care.

References

1 Organization of Economic Cooperation and Development. OECD
Health Data 2013: How Does the United States Compare. Paris
(FR): Organization of Economic Cooperation and Development;
2013 Jun.

2 PricewaterhouseCooper Health Research Institute. The Price of
Excess: ldentifying Waste in Healthcare Spending. New York (NY):
PricewaterhouseCoopers; 2010.

3 Bentley TG, Effros RM, Palar K, Keeler EB. Waste in the U.S. Health
Care System: A Conceptual Framework. Milbank Quarterly. 2008
Dec;86(4):629-659.

4 Farrell D, Jenson E, Kocher B, Lovegrove N, Melham F, Mendonca
L, Parish B. Accounting for the Cost of US Health Care: A New Look
at Why Americans Spend More. New York (NY): McKinsey Global
Institute, McKinsey & Company; 2008 Dec.

v Based on analysis of Medicare and commercial claims in the All-Payer
Claims Database. Inappropriate imaging for lower back pain was identi-
fied using Optum’s Evidence-Based Medicine (EBM) algorithms.

vt Examples include efforts led by the National Priorities Partnership,
the ABIM Choosing Wisely Campaign, the Institute for Clinical Systems
Improvement (ICSI), and the Institute for Healthcare Improvement
(IHI). These groups produce guidelines and lists of medical services and
treatments that do not represent evidence-based practice.

5 Young PL, Olsen L. The Healthcare Imperative: Lowering Costs and
Improving Outcomes: Workshop Series Summary. Washington
(DC): Institute of Medicine; 2010.

6 Berwick DM, Hackbarth AD. Eliminating Waste in U.S. Health Care.
Journal of the American Medical Association. 2012;307(14):1513-
1516.

7 NEHI. How Many More Studies Will It Take? Cambridge (MA):
NEHI; 2008 Nov 25.

8 Halfon P, Eggli Y, Pretre-Rohrbach I, Meylan D, Marazzi A, Bernard
B. Validation of the Potentially Avoidable Hospital Readmission
Rate as a Routine Indicator of the Quality Of Hospital Care. Med
Care. 2006;44(11):972-981.

9 Anderson GF, Steinberg EP. Hospital Readmissions in the Medicare
Population. New England Journal of Medicine. 1984;311(21):1349-
1353.

10 Goldfield NI, McCullough EC, Hughes JS, Tang AM, Eastman B, Raw-
lins LK, Averill RF. Identifying Potentially Avoidable Preventable Re-
admissions. Health Care Financing Review. 2008;30(1):75-91.

11 Centers for Medicare & Medicaid Services. Hospital Compare [In-
ternet]. Washington (DC): Centers for Medicare & Medicaid Ser-
vices; [cited 2013 Dec 18]. Available from: http://www.medicare.
gov/hospitalcompare/search.html.

12 Massachusetts Division of Health Care Finance and Policy. Chal-
lenges in Coordination of Health Care Services [Internet]. Boston
(MA): Massachusetts Division of Health Care Finance and Policy;
2011 Jun 30 [cited 2013 Dec 18]. Available from: http://www.
mass.gov/chia/docs/cost-trend-docs/cost-trends-docs-2011/ec-
cleston-stacey-june-30.pdf.

13 Massachusetts Coalition for the Prevention of Medical Errors and
the Massachusetts Hospital Association. Reducing Readmissions:
Highlights from Massachusetts STAAR Cross-Continuum Teams
[Internet]. Boston (MA): Massachusetts Coalition for the Preven-
tion of Medical Errors and the Massachusetts Hospital Associa-
tion; [cited 2013 Dec 18]. Available from: http://www.macoalition.
org/Initiatives/ma-staar2012/STAAR-CCT%20Storybook%20High-
lights%202012.pdf.

14 Jack B, Paasche-Orlow M, Mitchell S, Forsythe S, Martin J, Brach
C. Re-Engineered Discharge (RED) Toolkit [Internet]. Boston (MA)
and Washington (DC): Agency for Healthcare Research and Quali-
ty; [cited 2013 Dec 18]. Available from: http://www.ahrg.gov/pro-
fessionals/systems/hospital/toolkit/.

15 Massachusetts Senior Care Foundation. Studies in Progress: Inter-
ventions to Reduce Acute Care Transfers (INTERACT II) [Internet].
Boston (MA): Massachusetts Senior Care Foundation; [cited 2013
Dec 18]. Available from: http://www.maseniorcarefoundation.
org/research/studies_in_progress.aspx.

16 Massachusetts Division of Health Care Finance and Policy. Massa-
chusetts Health Care Cost Trends: Efficiency of Emergency Depart-
ment Utilization in Massachusetts. Boston (MA): Massachusetts
Division of Health Care Finance and Policy; 2012 Aug.



17

18

19

20

21

22

23

Wasteful Spending

Institute for Healthcare Improvement. What Zero Looks Like: Elimi-
nating Hospital-Acquired Infections [Internet]. Cambridge (MA): In-
stitute for Healthcare Improvement; [cited 2013 Dec 18]. Available
from: http://www.ihi.org/knowledge/Pages/ImprovementStories/
WhatZeroLooksLikeEliminatingHospitalAcquiredinfections.aspx.

Massachusetts Department of Public Health. Massachusetts 2012
HAI Data Update: Statewide Hospitals Summary. Boston (MA):
Massachusetts Department of Public Health; 2013 Jun.

Osterman M, Martin J. National Center for Health Statistics Data
Brief: Changes in Cesarean Delivery Rates by Gestational Age: Unit-
ed States, 1996—-2011. Washington (DC): Centers for Disease Con-
trol and Prevention; 2013 Jun.

The Leapfrog Group. Hospital Rates of Early Scheduled Deliveries
[Internet]. Washington (DC): The Leapfrog Group; [cited 2013 Dec
18]. Available from: http://www.leapfroggroup.org/tooearlydeliv-
eries.

Clark ST, Frye DR, Meyers JA, Belfort MA, Dildy GA, Kofford S,
Englebright J, Perlin JA. Reduction in Elective Delivery at <39
Weeks of Gestation: Comparative Effectiveness of 3 Approaches
to Change and the Impact on Neonatal Intensive Care Admission
and Stillbirth. American Journal of Obstetrics and Gynecology.
2010;203(5):449.e1-6.

Chiodo AE, Alvarez DJ, Graziano GP, Haig AJ, Van Harrison R, Park
P, Standiford CJ, Wasserman RA. Acute Low Back Pain: Guidelines
for Clinical Care. Ann Arbor (MI): University of Michigan Quality
Management Program — Faculty Group Practice; 2010 Jan.

Goertz M, Thorson D, Bonte B, Campbell R, Haake B, Johnson K,
Kramer C, Mueller B, Peterson S, Setterlund L, Timming R. Health
Care Guideline: Adult Acute and Subacute Low Back Pain [Inter-
net]. Bloomington (IN): Institute for Clinical Systems Improvement;
2012 Nov [cited 2013 Dec 18]. Available from: https://www.icsi.
org/_asset/bjvqrj/LBP.pdf.



	_Ref376255632
	_Ref376255451
	_Ref376258961
	_Ref376256706
	_Ref376447126
	_Ref376259047
	_Ref376259095

