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About the Milbank Memorial Fund

The Milbank Memorial Fund is an endowed operating foundation that works
to improve the health of populations by connecting leaders and decision
makers with the best available evidence and experience. Founded in 1905,
the Fund engages in nonpartisan analysis, collaboration, and communication
on significant issues in health policy. It does this work by publishing high-
guality, evidence-based reports, books, and The Milbank Quarterly, a peer-
reviewed journal of population health and health policy; convening state
health policy decision makers on issues they identify as important to
population health; and building communities of health policymakers to
enhance their effectiveness.
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Agenda

A When it comes to health care affordability all roads lead to commercial
provider prices

A The conversation is local and has three requirements

A Regional health improvement collaboratives can make the conversation
Nl ess tougho
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1 . Nl tos t he Commer ci

EXHIBIT 5

Per enrollee Medicare, Medicaid, and private health insurance (PHI) personal health care spending and average annual
percentage change, by region and state of residence, calendar year 2014

Personal health care spending Average annual change, 2010-14
Region State Medicare  Medicaid  PHI Medicare  Medicaid o/~ PHI
United States 510,986 5 6,815 54551 1.2% 0.0% 33%

Source: Lassman et al. https://www.healthaffairs.ora/doi/abs/10.1377/hlthaff.2017.0416
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https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2017.0416

Nl tos the Commerci al
Especially in RX and Hospitals

Figure 2; Cumulative Change in Spending per Person, Utilization, and Average Price since 2013
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Note: Utilization and average prices account for changes in the type or intensity of services used, with the
exception of prescription drugs. Prescription drug spending is the amount paid on the pharmacy claim, which
Heccl reflects discounts from the wholesale price, but not manufacturer rebates.

2018 Health Care Cost and Utilization Report, o6 Health Care C
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Commercial Hospital Prices are well over
200% of Medicare, and Ratio Is Increasing

Table. Studies Documenting Commercial Insurer Payments to Hospitals Relative to Medicare

Inpatient Prices, % of Qutpatient Prices, % of

Source Study Scope Medicare Medicare Relative Price Variation, %

White and Whaley,! 25 States (2015-2017) 204 293 200 Between the highest and lowest state

2019

Cooper et al,? 2018 National (2007-2011) 220 NA 229 Between 10th and 90th percentile for
knee replacement

Maeda and Nelson,? National (2013) 189 NA 380 Between the 10th and 90th percentiles

2017

White,* 2017 Indiana (2013-2016) 217 359 384 Between highest lowest hospital for
inpatient; 290 for outpatient

White et al,” 2013 13 Markets 125-350 NA 280 Between highest and lowest market

Kronick and Neyaz,® California (2015-2017) 208 208 1367 Between highest and lowest hospital

2019

Colorado HCPF,” 2019 Colorado (2017) 240 240 121 Between insurance rating regions in
state

Compare to 110% for office visits and 130% for cataract surgeries

Source: Koller, Khullar, JAMA 2019: https://jamanetwork.com/journals/jama/article-abstract/2739290
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https://jamanetwork.com/journals/jama/article-abstract/2739290

If Our Goal Is Better Overall Value, We
Are Spending Money in the Wrong Places

PC Spend-Narrow vs. Percent with at Least One ED Visit
in Last 12 Months

% with at Least One ED Visit
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0.58. Note: Size of circles represents the population size of the state
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Source: 2019 PCPCC Evidence Report: https://www.pcpcc.org/sites/default/files/resources/pcmh_evidence _es 2019%20%28002%29.pdf
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https://www.pcpcc.org/sites/default/files/resources/pcmh_evidence_es_2019%20(002).pdf

Commercial Provider Pricing Is a Local
Conversation

Figure 4.2. Relative Prices, by State, 2017
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MNOTE: Relative prices equal the ratio of the amouwn t= actually paid divided by the amounts that would have bean
paid—ifor the same services provided by the same hospitals—using Medicare's price-seaiting formulas.

And average risk-adjusted commercial insurance premium by state varies by 200
percent...

Source: White and Whalley, Rand 2019 https://www.rand.org/pubs/research_reports/RR3033.html :
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https://www.rand.org/pubs/research_reports/RR3033.html

Three Needs for Local Conversation on

Provider Prices:
1. Good, Relevant Data and Analysig Local or National

New Haven-Milford, CT Hartford-West Hartford-East New York-Newark-Jersey City,  Providence-Warwick, RI-MA
Hartford, CT NY-NJ-PA
2016 Price level: 18% 2016 Price level: 10% 2016 Price level: 22% 2016 Price level: 12%
above national median above national median above national median below national median

1 1 ’ 1 1 1 1 1 1 1 1 1 1

-80% Nat'l Median +80% -80% Nat'l Median +80% -80% Nat'| Median +80% -80% Natl Median +80%
Price growth since 2012: 17% Price growth since 2012: 15% Price growth since 2012: 22% Price growth since 2012: 10%
L - T A% e
20% DO% -rvsressrersnessenn s e

10%

0% 0%

1 T T 1 U T T
2012 2012 2012 2014 2016

Source: HCCI Healthy Marketplace Index
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Three Needs for Local Conversation on

Provider Prices:
2. Transparency and Stakeholder Education

Examination of Health Care Cost Trends and Cost Drivers Pursuant to G.L. €. 12C, § 17

Hospital Rate Multipliers for Three Outpatient Services for One Massachusetts Payer (2018)
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Source: Massachusetts Attorney General Report:
https://www.mass.gov/files/documents/2018/10/11/AG0%20C0st%20Trends%20Report%202018.pdf
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https://www.mass.gov/files/documents/2018/10/11/AGO%20Cost%20Trends%20Report%202018.pdf

Three Needs for Local Conversation on

Provider Prices:
3. Policy Options

A Will vary by policy context. All of the following have evidence to support:
1. Growth Targets for per capita expenses (Massachusetts)
2. Provider rate setting and global budgeting (Maryland)
3. Insurer rate review and affordability standards (Rhode Island)
4. Direct negotiation by employer coalitions (Colorado)
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
1. Educate Consumers on Price Variation

Making cost and quality information public

Wear the Cost campaign provides cost and quality information

for consumers.
* Goals:
MARYLAND * Patients and providers become more aware of variation
HEALTH CARE ) i
COMMISSION among hospitals statewide

* Reduce costs

. * Help patients make high-value choices
Empowering

consumers
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
2. Educate Providers on Cost Implications of Choices

Detailed insight

Overall Summary by Service Category

Clinic OR Average
Raw Adj Price
PMPM PMPM  PMPM TCl = RUI x Index
. Professional $203.02 $183.18  $167.12 110 099 111
Comqg ine Outpatient Facility ~ $69.00  $62.25 $115.53 0.54 0.60  0.90
Health Inpatient Facility $71.08  $64.13 $7221 0.89 078 113
Pharmacy $73.92  $66.70 $69.20 0.96 0.98  0.98
Overall $417.03 $376.26  $42406 0.89 085 105

Translating

Informatlon Into Clinic scores are risk adjusted to account for variations in illness
action burden to ensure fair comparisons.
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
3. Raise the Temperature: Educate Employers and Policy
Makers on Price Variations

o -
@ chEcKop Scores Highlights Reports Topics About Contact @
2019 SHARE OR PRINT

Highlight : Variation of Pricing for Inpatient (O
Treatments in Washington State estorsr o

Overview Our report shows a wide range of prices for the same treatment. For
) ) _ example, the median price of dorsal and lumbar spinal fusion surgery
The Alliance analyzed the commercially-contracted fees negotiated in the state is $60,620. The highest price is $118,375 and the lowest is

between insurers and providers, both physicians and facilities, for
common inpatient treatments provided in 2016. We used the
commercially-insured data in the Alliance All-Payer Claims Database
and found wide variation in prices not only across the state, but There are similar price variations for facilities. To see price variation
within hospitals. by hospital, view our complete report here.

$30,897. That means a patient paying the highest price could pay up
to four times more than the patient who pays the lowest price.
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
3. Raise the Temperature: Educate Employers and Policy
Makers on Price Variations

Using total cost of care and quality data to
inform policy makers

Comparing ratings on the quality and cost of healthcare in
Minnesota and neighboring areas can drive better care.

There is a large variation in medical groups in the amounts

: that are paid for the same procedure.
MA/( ommuni-ty

MEASUREMENT.
/ Measure Up To Better Health

For example:

Information to Office visit: 15 min $146 $84-193
> - Strep test S22 S8-104
drive policy Knee xray S64 $34-191
Lower extremity MRl | S664 5253-3,510

change

Quality varied widely - there were significant disparities in
quality of care by insurance type, race, ethnicity, language,
and country of origin.
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
4. Demand Market Oversight by Government

A Makes no sense that Medicaid and Medicare rates
are public and commercial rates are secret.

A Pricing problem is evidence of market failure.
Market failures require government oversight.

A Every moderately successful expense trend
reduction effort cited here involves state
government role.
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What Has Massachusetts Done?

Since the HPC was established in 2012, commercial spending growth in
MA has been below the U.S. rate, generating billions in avoided spending

A Established Health

12%

Policy Commission with
authority to:

MA

: — us A Set targeted rate of

10%
growth for per capita
s N 1 health care
. \\.

B \ .y expenses
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" '\ A Monitor statewide
s _._./'/ \- performance
% A Assess effects of

, mergers and

2% HPC Establistwed

2008 2007 2008 2009 2000 20 202 202 2014 2015 208 00

consolidations
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What Has Rl Done?

EXHIBIT 2
ﬁurhllrpl' mmmmMM|ﬁmmcmmm 2007=16
s1400

Contral group

1,200 -
g Commercial Insurance

Rhade Island
Rate Review with
standards
- Increased investment in
primary care
- Support for statewide
HIE and advanced

APrice infl ati oRbacsaepds paanydmednitasgéndorsoivsel a br o ad a&iﬂ]ar care
sustained reduction in commercially insured health care spending growth. _y
- Adoption of Value

Furthermore, combining price control measures with a requirement to

markedly increase funding to primary care practices led to a redistribution of Based Payment

spending toward primary care withoul net | oss ¢pspitdl Rate heregse O
04 2015 2016

Health Affairs 2019 Caps

souvece Authors’ snalysis of data for 2007 16 from the Troven Mar ketScan Commencial Clsims and Encourter s databese woves The
oohorts are explaned in the notes to exhibit 1. All values were adjusted to a standar dized ninety -day quarter. Dollar smounts were
rflation adjusted to 2015 dollars. Fhode |dand’s affordability standards were implemerted in 2010.

Spending
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What Has CO Done?
(with data from CIVHC)

\ Advisory !
Board

RESEARCH v UPCOMING EVENTS NEWS + BLOGS v

Daily Briefing / June 7, 2019 | Daily Briefing /

rs to negotiate prices directly with the hospital. (And now they're seeing premiums fall 15% to 20%.)

Today's Daily Briefing  View the Archives Print Today's Stories

A Colorado town bypassed
insurers to negotiate prices
directly with the hospital. (And

now they're seeing premiums fall
15% to 20%.)
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How Can Regional Health Improvement

Collaboratives Fit Into the Pricing Conversation?
5. Build civic leadership and trust

AfProgress moves at the spee

A Provide leadership and continuity (but not inertia) as
administrations turn over

A Establish the local culture
AAThis i s how we roll o

A There is a reason Minnesota spends more on
primary care than any other state (but still too low)

A Prioritize the public welfare
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Challenges Abound

Analytics capacity

Viable business model for RHIC

Data access and quality

Naming names

Cost shifting and allowable costs arguments.

o gk~ WwbhPE

Power of status quo
A Look at surprise bills

7. Jobs or costs?
A Is this about health care expenses or economic development?

8. Free loaders
9. Inconsistent State Health Policy
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Less Money In Health Care Means More
Money for Health é

Life Expectancy at Birth (2014)

Source: Institute for Health Metrics and Evaluation, UWash.
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