Executive Director's Report
Health Services Cost Review Commission
October 14, 2015

Health Job Opportunity Program Proposal
At the Commission’s September 9, 2015 public meeting, Ronald R. Peterson, President of the
Johns Hopkins Hospital and Health System, on behalf of a panel of several hospital
representatives and the Maryland Hospital Association, proposed that the HSCRC provide up to
$40 million through hospital rates to establish about 1,000 entry level health care jobs in areas
of extreme poverty and unemployment. This proposal came about as a result of the unrest in
Baltimore City and the belief that employment is an important element needed to change the
current situation. Hospitals are among the largest employers in Baltimore City as well as in other
areas of the State that have pockets of extreme poverty and unemployment. The Health Job
Opportunity Program Proposal (the Proposal) seeks to create community-based jobs that can
contribute to improved community health as well as hospital jobs that create employment
opportunities in economically challenged areas.
The Payment Models Workgroup held a meeting to discuss this and other topics on October 5,
2015. Program description materials and a series of questions were sent out in advance of the
meeting and posted to the website. Comments were also accepted from other individuals
attending the meeting.
The work group members and other commenters expressed their appreciation for the leadership
in bringing forward this proposal. There were many letters of support as well. (The Proposal and
comment letters received to date are attached to this report.)

Following is a general summary of comments:
•

Several commenters expressed the view that if the Commission were to take on a
program of this nature, it would be very important to define success. Success would need
to be framed not only in creating jobs, but also in the context of the New All Payer Model
and Triple Aim of improving care, improving health, and lowering costs.
o A program that could not meet those requirements might be better implemented
outside of the rate system.

•

•

•

•

o Proposers of the Program indicated that evaluative criteria should be developed
and that if the Program was not meeting those criteria, that it should be
discontinued.
o Because the jobs are entry level and for untrained workers, there was an
indication that it might take some time to evaluate the impact on health and costs.
Whether the jobs could be filled and the workers maintained could be determined
much sooner.
Several commenters felt that it would be important to focus on jobs outside of hospitals,
such as Community Health Workers. The concern was expressed that the reduction of
avoidable utilization in hospitals might reduce the need for some of the hospital jobs that
were referred to in the Proposal.
o One of the Academic Medical Centers felt that its utilization would not decrease
with potentially avoidable utilization, but would encounter a backfill as out of
state volumes increased or other referrals could be served.
o One commenter expressed concern about the need for training of Community
Health Workers, making sure they were prepared to be in the community working
with frail and severely ill patients. (Note that there was a work group that recently
produced a set of recommendations regarding Community Health Workers.)
More design and structure would need to be in place.
Several commenters felt that infrastructure adjustments already provided to hospitals, or
the additional amount that is slated for award in January 2016, were already focused on
similar activities, and that this effort would be duplicative.
o Proposers responded that the infrastructure funds were already committed in
their budgets for other purposes, and that a new source of funding is needed for
rapid deployment of additional jobs.
o Commenters indicated that a Return on Investment should be expected, similar
to the recent infrastructure increases approved by the Commission.
It was also suggested that other funding sources be considered for Program
implementation.
o The proposers indicated that this might slow the process down, or detract from
the level of possible implementation and impact.
Several commenters indicated that if the Proposal were to move forward, much more
detailed design work needs to take place.
o One suggestion was to ask the hospitals to organize an effort with other
stakeholders and experts to further develop potential design criteria
o Another commenter indicated that the Commission staff might take this on and
organize a work group to develop the program

o One commenter expressed concerns about accountability to payers, including
the need for a return on investment
Staff is currently considering all oral and written comments received to date and will report
back to the Commission at the November meeting.

Medicare Volume Increases
The HSCRC staff has been paying attention to Medicare growth in charges and utilization.
There has been an uptick in Medicare volumes, and this is likely to affect Medicare savings. The
Commission will need to monitor the situation closely and consider whether any special actions
or changes in policies are warranted. From fiscal year 2013 to 2014, there were increases in
orthopedic surgery and oncology service lines for Medicare patients, but these increases were
more than offset by decreases in avoidable utilization such as readmissions and PQI admissions,
with a net reduction in Equivalent Case Mix Adjusted Discharges (ECMADs). (ECMADs account
for both inpatient and outpatient volumes of services using an assigned weight for each case).
From FY 2014 to FY 2015, there were larger increases in orthopedic surgery and oncology for
Medicare patients, and there was a modest reduction in readmissions. However, there was an
increase in PQI admissions as well as other medical admissions. The result was an increase of
2.09% in ECMADs for FY 2015. The rate adjustments provided by the Commission on July 1,
2014 and July 1, 2015 are based on the assumption that Medicare per capita growth will be
lower than the All Payer growth by about 2%. However, the uptick in Medicare volumes has
narrowed the differential. The calendar year per capita growth per resident in All Payer
revenue through August 2016 versus the same period in 2015 was 2.5%. The Medicare growth
for the same period was 1.71%, with the gap at .79% rather than the projected 2%. The chart
below shows the monthly trend in utilization for January through June of each of the preceding
three calendar years. (This chart is not adjusted for the growth in Medicare beneficiaries,
which is approximately 3% per year.) 2015 ECMADs were higher than 2014 in all but one
month and were higher than the 2013 figures in 2 months.
The success of the model is dependent on reducing avoidable utilization. Hospitals will need to
accelerate their efforts to reduce avoidable utilization in order to achieve the volume levels
that support the savings requirements for Medicare. HSCRC staff notes that a number of
planning efforts are underway, and some hospitals have implemented significant interventions.
However, there is significant work to scale the efforts necessary to reduce avoidable utilization,
including working more closely with primary care physicians to coordinate care and address
chronic conditions more effectively, implementing comprehensive care coordination for high
needs and complex patients, and working with post-acute and long term care facilities to
reduce avoidable hospitalizations.

HSCRC staff is evaluating our ECMAD data closely together with preliminary national data we
receive from CMMI. At the same time Medicare hospital utilization increased, we are also
noting an increase in payments to SNF providers. HSCRC staff will investigate these two trends
and consider the implications.
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Value Based Purchasing Exemption
CMS has granted Maryland an exemption from the national Medicare Value Based Purchasing Program
for FY 2016. CMS notes that Maryland significantly lags national performance in patient experience of
care in the Hospital Consumer Assessment of Healthcare Providers and Systems surveys. As a result of
this lagging performance, HSCRC has assigned a higher proportion of the weighting to this domain and
increased the amount of revenue at risk for this program.

Staff Focus
HSCRC staff is currently focused on the following activities:
•
•

•
•
•

•

•

Issuing amended rate orders that adjust for final reconciliation of GBR/TPR and rate
compliance and QBR performance.
Reviewing radiation therapy, infusion and chemotherapy market shift adjustments with
stakeholders. It appears that we are reaching resolution for the 2016 adjustment,
although the stakeholders and HSCRC will focus on refinements for rate year 2017.
Reviewing Certificate of Need (CON) applications that have been filed.
Moving forward on updates to value-based performance measures, including efficiency
measures.
Turning to focus on per capita costs and total cost of care, for purposes of monitoring
and also to progress toward a focus on outcomes and cost across the health care
system.
Preparing to finalize and implement a stakeholder process that will be executed
together with DHMH and other agencies, focused on developing a vision for Phase 2 of
the All Payer Model and developing interim approaches that will provide progression
toward Phase 2. Medicaid is evaluating formation of an ACO-like model for dual eligible
enrollees (beneficiaries with both Medicare and Medicaid coverage). This process will
be combined with the stakeholder process for progressing of the All Payer Model.
Staff is evaluating proposals received for support of the Phase 2 application
development and application process with CMMI, together with other state agencies.

Monitoring Maryland Performance
Preliminary Utilization Analytics
FY2013-FY2015
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Medicare MD Resident Total ECMAD by Month--Calendar Year
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Utilization Analytics


Utilization as measured by Equivalent Case-mix Adjusted
Discharges (ECMAD)




Observation stays with more than 23 hour are included
in the inpatient counts







1 ECMAD Inpatient discharge=1 ECMAD Outpatient Visit

IP=IP + Observation cases >23 hrs.
OP=OP - Observation cases >23 hrs.

Preliminary data, not yet reconciled with financial data
Careful review of outpatient service line trends is needed
Tableau Visualization Tools
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Service Line Definitions


Inpatient service lines:





Outpatient service lines:





APR DRG to service line mapping
Readmissions and PQIs are top level service lines (include
different service lines)
Highest EAPG to service line mapping
Hierarchical classifications (ED, major surgery etc)

Market Shift technical documentation
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September 9, 2015
John M. Colmers
Chairman, Health Services Cost Review Commission
4160 Patterson Avenue
Baltimore, MD 21215
Dear Chairman Colmers:
I am writing to express my strong support of the Hospital Employment Program. As Chairman of the
House Health and Government Operations Committee, I work with committee members to shape health
policy for our state. As we work to meet the goals of Maryland’s All-Payer Model Agreement, we must
look to new sources of partnership and innovation. The Hospital Employment Program aligns with the
new All-Payer Model Agreement’s focus on population health by creating community-based jobs
targeting overall population health. This program utilizes our unique waiver system to improve
economic and health outcomes for the pockets of Maryland that need stability most. As a
representative of Baltimore City I welcome the opportunity to support a program poised to provide
significant support to City residents. Additionally, this targeted employment program, focused on the
State’s most disadvantaged communities, has the potential to produce savings from improved overall
community health.
The Maryland All-Payer Model Agreement provides Maryland with the unique opportunity for
innovation. The Hospital Employment Program is a strong example of the type of collaboration we need
to be successful under the new agreement. I strongly support this innovative approach to population
health.
Sincerely,

Peter A. Hammen
cc:

Herbert Wong, PhD, Vice Chairman
George H. Bone, MD
Stephen F. Jencks, MD, MPH
Jack C. Keane
Donna Kinzer, Executive Director
Bernadette Loftus, MD
Thomas R. Mullen
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September 8, 2015
John M. Colmers

Chairman
The Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215 /

Dear Chairman Colmei:;s)"

The Department has reviewed the Health Employment Program document prepared
by the Maryland Hospital Association. In short, the proposal will build into hospital rates $40
million in additional funds to hire about 1,000 workers. The types of workers include

community health workers, Medicaid and Health Benefit Exchange enrollment assistors, peer
support specialists, as well as more traditional hospital employees, including environmental
services, dietary staff, nursing assistants, escorts, and security personnel. We are writing to
express our concern about the Health Employment Program and urge the HSCRC to conduct
a comprehensive review of the hospital proposal before moving forward.
A Mechanism Already Exists for Funding this Initiative

The HSCRC has already made infrastructure adjustments to the hospitals rates totaling
almost $200 million. These adjustments are not one-time adjustments; rather, they have been
built permanently into hospital global budgets. Hospitals will receive these infrastructure
monies every year unless the Commission takes action to end it.

The HSCRC built a 0.325 percent infrastructure adjustment into global budgets for FY 2014
and FY 2015, for a cumulative amount of roughly $100 million. Another 0.4 percent
infrastructure adjustment was built into FY 2016 rates, and the hospitals have the potential to
receive another 0.25 percent adjustment starting January 1, 2016. The additional 0.25
percent will be competitive, meaning that a hospital's ability to receive the additional 0.25
percent will depend on the quality of the hospital proposal or plan submitted on December 1,
2015. Nothing precludes the hospitals from submitting a proposal that includes a Health

Employment Program. The estimated impact on the FY 2016 infrastructure adjustment is
$100 million, meaning that in FY 2016 and every year thereafter, hospitals will receive $200
million in additional infrastructure monies.

Costs Will Not Be Offset Without Return on Investment from Hospital Global Budgets

We disagree that the savings will be largely offset from fewer people utilizing public
programs such as Medicaid. Under federal eligibility requirements, and depending a number

201 W. Preston Street - Baltimore, Maryland 21201
Toll Free l-877-4MD-DHMH-TTY/Maryland Relay Service 1-800-735-2258
Web Site: www.dhmh.maryland.gov

HSCRC| Health Employment Program
September 8, 2015
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of factors, including the income, cost of other coverage offered and household size of the
individuals participating, they or their family members could remain eligible for Medicaid.

Additionally, during our Community Health Workers workgroup sessions, many participants
questioned whether additional Community Health Workers would have the opposite effect on
the Medicaid budget—that is, create more opportunities to enroll individuals on
Medicaid. In the past, the Department has seen the utilization of Community Health Workers
as a way to better coordinate care for our high cost populations more effectively. We
believe, notwithstanding the potential outreach impact that additional Community Health

Workers could result in additional savings to the overall program. A large component of
those savings would come from hospital services. The proposal does not mention any of
these savings being passed onto payers through a reduction in fiiture hospital global budget
revenues. Without a formula in place for payers to realize a return on investment accrued by
the savings achieved by hospitals, there will be no offsetting of costs.

Applicants for the competitive 0.25 infrastructure rate increase are required to submit a
calculation for the expected return on investment for their proposed interventions; should a
separate Hospital Employment Program be created, it is the Department's position that a
similar costing exercise should be produced.
Proposal Lacks Accountability to the Pavers

The proposal outlines that hospitals receiving monies through the Health Employment
Program will be required to submit biannual reports to HSCRC detailing the incremental
employees hired and the costs associated with these hires. The proposal does not include a
process where payers can provide feedback and recommendations on the new positions or the
program in general. Medicaid pays for roughly 20 percent of hospital charges in
Maryland. In other words, Medicaid will pay roughly $8 million of the $40 million proposal
annually. The Department wants to ensure that an equal portion of any monies is devoted to
employees who benefit the Medicaid population. The current proposal lacks this feedback
mechanism or any measures to evaluate the program's impact.
The Department looks forward to working with the HSCRC on his important
initiative. Please contact Shannon McMahon, Deputy Secretary of Health Care Financing at
410-767-5807 should you have any questions.
Sincerely,

/

Van T. Mitchell

{^Secretary

Monitoring Maryland Performance
Financial Data
Year to Date thru August 2015
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Gross Medicare Fee-for-Service Revenue Growth
Year to Date (thru August 2015) Compared to Same Period in Prior Year
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Per Capita Growth Rates
Fiscal Year 2016 and Calendar Year 2015
6.00%

3.57%

4.00%

2.50%

2.03%

2.00%

1.71%

0.00%
All-Payer In-State Fiscal Year YTD

Fiscal

Medicare FFS In-State FY YTD

All-Payer In-State Calendar Year
YTD

Medicare FFS In-State CY YTD

Calendar

-2.00%

Population Data from Estimates Prepared by Maryland Department of Planning

-4.00%



FFS = Fee-for-Service

Calendar and Fiscal Year trends to date are below All-Payer Model Guardrail for per
capita growth.
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Per Capita Growth – Actual and Underlying Growth
CY 2015 Year to Date Compared to Same Period in Base Year (2013)
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Growth Before UCC/MHIP Adjustments

Two year per capita growth rate is well below maximum allowable growth rate of 7.29%
(growth of 3.58% per year)
Underlying growth reflects adjustment for FY 15 & FY 16 revenue decreases that were budget
neutral for hospitals. 1.09% decrease from MHIP assessment and hospital bad debts in FY 15.
Additional 1.41% adjustment in FY 16 due to further reductions to hospital bad debts and
elimination of MHIP assessment.
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Operating Profits: Fiscal 2016 Year to Date (July-August)
Compared to Same Period in FY 2015
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 Year to date FY 2016 unaudited hospital operating profits improved compared to the
same period in FY 2015.
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Operating Profits by Hospital
Fiscal Year to Date (July – August)
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Purpose of Monitoring Maryland Performance
Evaluate Maryland’s performance against All-Payer Model
requirements:


All-Payer total hospital per capita revenue growth ceiling
for Maryland residents tied to long term state economic growth
(GSP) per capita


3.58% annual growth rate

 Medicare payment savings for Maryland beneficiaries compared
to dynamic national trend. Minimum of $330 million in savings over
5 years
 Patient and population centered-measures and targets to
promote population health improvement
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Medicare readmission reductions to national average
30% reduction in preventable conditions under Maryland’s Hospital Acquired
Condition program (MHAC) over a 5 year period
Many other quality improvement targets

Data Caveats







Data revisions are expected.
For financial data if residency is unknown, hospitals report this
as a Maryland resident. As more data becomes available, there
may be shifts from Maryland to out-of-state.
Many hospitals are converting revenue systems along with
implementation of Electronic Health Records. This may cause
some instability in the accuracy of reported data. As a result,
HSCRC staff will monitor total revenue as well as the split of
in state and out of state revenues.
All-payer per capita calculations for Calendar Year 2015 and
Fiscal 2016 rely on Maryland Department of Planning
projections of population growth of .56% for FY 16 and .56%
for CY 15. Medicare per capita calculations use actual trends
in Maryland Medicare beneficiary counts as reported monthly
to the HSCRC by CMMI.
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Monitoring Maryland Performance
Quality Data
October 2015 Commission Meeting Update
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Monthly Risk-Adjusted Readmission Rates
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Note: Based on final data for January 2012 – June 2015, and
preliminary data through August 2015.
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Change in All-Payer Risk-Adjusted
Readmission Rates by Hospital
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Change in All-Payer Risk-Adjusted PPC
Rates YTD by Hospital
Notes:
Based on final data for January 2014 – June 2015.
Percent change is comparing Jan. – June. of CY2014 YTD to Jan. – June. of CY2015.
Excludes McGready Hospital due to small sample size and includes PPC 24.
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