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Key Driver #1: Rising Costs
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Key Driver #2: State Budget
Declining state tax revenues
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How We Got Here

April 
2006: July 2008: July 2009: 2006: 
Health 
Reform 
Passes

July 2008: 
Legislature 

passes 
Ch. 305

July 2009: 
Commission 

Issues 
Report

Oct. 2006: 
Enrollment

Jan. 2009: 
Gov

Oct. 
2009:Enrollment 

begins
Gov. 

appoints 
Payment 
Reform 
Comm.

2009: 
Hearings 

Begin



The Legislature’s Response

• Chapter 305 M.G.L.
• Annual hearings on costs and 

ipremiums
• E-health incentives
• Workforce incentives and loan 

repayments
• Academic research on Rx 

outcomes and cost 
effectiveness

• Medical home demonstration 
projects

• Payment Reform Commission



Payment Reform Commission

• Section 44. “. . . investigate reforming and restructuring 
the system to provide incentives for efficient and 
effecti e patient centered care and to red ce ariationseffective patient-centered care and to reduce variations 
in quality and cost of care.”

• Nine members: Sec’y of A&F Comm of HC Finance andNine members: Sec y of A&F, Comm. of HC Finance and 
Policy, Senate, House, GIC, MMS, MAHP, MHA, BCBS, 
and health economist “expert in the area of payment 
methodology ”methodology.

• Reported findings and recommendations to Legislature 
and Governor in Julyy



Top 10 Med/Surg. DRGs
Ranked by Volume

Count Cost
(Mil.)

Top 10 Surg. DRGs
Ranked by Volume

Count Cost
(Mil.)

Normal newborn 54,868 $70 Major joint replacement or 
reattachment of lower extremity

19,805 $292
reattachment of lower extremity

Vaginal delivery w/o complication 42,797 $202 Uterine & adnexa proc  for non 
malignancy w/o CC

6,852 $43

Psychoses 29,241 $296 Appendectomy w/o complicated 
principal diag w/o CC

4,528 $28
principal diag w/o CC

Heart failure & shock 21,686 $163 Hip & femur procedures exc. major 
joint age >17 w/ CC

4,285 $65

Major joint replacement or 
reattachment of lower extremity

19,805 $292 PCI w/ drug eluting stent w/o major 
CV dx

3,983 $62
reattachment of lower extremity CV dx

Cesarean section w/o CC 19,338 $139 PCI proc w/ major CV dx 3,961 $70

Simple pneumonia & pleurisy age 
>17 / CC

19,157 $137 Major chest procedures 3,886 $85
>17 w/ CC

Chronic constructive pulmonary 
disease

15,250 $97 Back & neck procedures exc. spinal 
fusion w/o CC

2,828 $26

Neonate w/ other significant
bl

14,380 $28 PCI proc w/ drug eluting stent w/ 
j CV d

3,752 $77
problems major CV dx

Esophagitis, gastroen & misc 
digest disorders age >17 w CC

14,298 $83 OR procedures for obesity 3,675 $43

Source::Mass. Dept Health Care Finance and Policy, 2007 hospital Inpatient discharge data



Alternative Payment Models

Blended capitation
Episodes of care paymentsEpisodes of care payments
Medical home models
Pay for PerformancePay for Performance
Evidence-based purchasing
Global paymentsGlobal payments



Current Fee‐for‐Service 
Payment System

Patient‐Centered 
Global Payment System

Commission’s Assessment
Care is fragmented instead of coordinated. 
Each provider is paid for doing work in 
isolation, and no one is responsible for 
coordinating care Quality can suffer costs

Commission’s Solution
Global payments made to a group of 
providers for all care. Providers are not 
rewarded for delivering more care, but for 
delivering the right care to meet patient’scoordinating care. Quality can suffer, costs 

rise and there is little accountability for 
either.

delivering the right care to meet patient s 
needs.

$ $ $ $ $
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The Basic Organization Chart
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Essential Strategies

• Substantial support for physicians and hospitals*
• Review of existing laws and regulations*
• Administrative simplification*
• Medical malpractice reform*
• Primary care workforce development*
• Payment for provider teaching and standby capacity
• Health plan design and coverage policy• Health plan design and coverage policy 
• Consumer engagement
• Establish milestones and make midcourse corrections*Establish milestones and make midcourse corrections

* Key MMS advocacy issues



MMS Advocacy at the Commission

• One size does not fit all
• Slow careful consideration• Slow, careful consideration
• Voluntary participation by physicians
• Support for physicians and hospitals who wish to• Support for physicians and hospitals who wish to 

go to a global payment system
– TechnicalTechnical
– Financial
– Structural
– Legal



MMS Forums and Outreach

• Four regional MMS forums: 
Worcester, Waltham, Holyoke, Lakeville

• Multiple sessions with specialty societies, hospital-based 
physicians, and community physicians

• Extended and expanded meetings with specialties, p g p ,
districts, medical staffs, etc.
– 23 site visits since early September

• Focused resources on website• Focused resources on website
– Updates, research, videos, forums
– www.massmed.org/PaymentReform



Next Stop: State Legislature

• First legislative hearing 
on October 8
W k t bli h d• Workgroup established

• Continued strong, persistent 
MMS advocacy 

• Ensure that physicians’ 
concerns are addressed, and 
their transitional needs are 
d t l id dadequately provided

• Advocate for needed 
midcourse corrections

Committee on 
Health Care Financing 

Oct., 8, 2009



www.massmed.org/PaymentReform
www.massmed.org/HealthCareReform

blog.massmed.org

www.facebook.com/massmed www.twitter.com/massmedical


