Improving Healthcare Quality and Controlling Costs: Best Practices
and Strategies from other States
Introduction
On October 10, 2013, the University of Pittsburgh Institute of Politics Health and Human Services
Committee hosted the second program in its series on health care cost containment and quality
improvement. This event was designed to build on the policy options laid out in the first program (held in
August) by showcasing those options at work in three other states: Massachusetts, Wisconsin and Maryland.
In his opening remarks, Representative Dan Frankel stressed the urgency of the situation, noting that
healthcare expenses will make up 20 percent of U.S. GDP by the end of this decade. He further argued
that, in comparison to other countries, Americans pay more and get less in terms of quality care.
Turning to the Pittsburgh region, Frankel pointed to a Commonwealth Fund fact sheet included in
participants’ packets that highlighted southwestern Pennsylvania’s strengths and weaknesses in healthcare.
Frankel noted that our region does well in providing access to care and insurance coverage; however, in
terms of preventable deaths and potentially avoidable hospital use, we fare comparatively worse than the
rest of the country.
Frankel concluded that the current system is not designed to keep people well. He echoed physicians’
comments from the earlier program, stating that helping patients manage their care often hurts them
financially. He summarized some of the policy options that surfaced at the August 2 meeting, including
reference-based pricing, price transparency, rate setting and bundled payments.
Frankel then turned the program over to the three out-of-state speakers, beginning with David Seltz,
Executive Director of the Massachusetts Health Policy Commission.

Massachusetts Health Policy Commission
Background
Seltz began by providing a short history of Massachusetts legislation relating to cost containment. In 2006,
the Massachusetts health care reform legislation, (Chapter 58) set the commonwealth “on a new course.”
Seltz note that the measure received bipartisan support from legislators as well as the support of a coalition
of doctors, insurers, providers, and consumers. Evidence of success can be seen in Massachusetts’ uninsured
rate, a rate that is currently the lowest in the nation. However, Seltz, who was a staff member in the
legislature at the time of the law’s passage and was familiar with the behind-the-scenes discussion of what
went into the law, said that those involved in crafting the law knew right away that costs needed to be dealt
with in order to create a long-term sustainable system in Massachusetts.
He then acknowledged that right now Massachusetts is the most expensive state in terms of health care,
spending 36% more per person than the national average. These costs have a significant impact on spending
in other areas of state government, such as infrastructure and education. Seltz pointed out that over the past
few years, only spending on healthcare grew, while spending in all other areas was reduced. He noted the
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state’s struggle is reflective of families’ budgetary challenges, as they face similar choices between paying for
health care services and paying for rent, food, etc.
Seltz highlighted some of the legislative milestones in cost containment, including Chapter 305, passed in
2008, relating to transparency; Chapter 288, passed in 2010, relating to small businesses; and Chapter 224,
passed in 2012, which is the major health care cost containment legislation that, among other things,
authorized the formation of the Health Policy Commission (HPC).
Chapter 224 has four central components, which are:
1) Increased use of Accountable Care Organizations
2) Changing incentives (moving away from fee-for service and demonstrating progress)
3) Aligning payments to reward high quality providers, looking for clear differences that can be
demonstrated between providers that perform well and those that do not
4) Ensuring that consumers have access to transparent health care information through websites and
toll free numbers
The HPC is one of two independent state agencies given authority under Chapter224. The other, the
Center for Health Information and Analysis (CHIA), is responsible for data and analytics. The HPC uses the
information produced by CHIA to develop public policy.
Center for Health Information and Analysis
Duties include:






Collects and reports a wide variety of
provider and health plan data
Examines trends in the commercial health
care market, including changes in
premiums and benefit levels, market
concentration, and spending and retention
Manages the All Payer Claims Database
Maintains consumer-facing cost
transparency website,
MyHealthCareOptions

Health Policy Commission
Duties include:









Sets statewide health care cost growth
benchmark
Enforces performance against the
benchmark
Certifies accountable care organizations
and patient-centered medical homes
Registers provider organizations
Conducts cost and market impact reviews
Holds annual cost trend hearings
Produces annual cost trends report
Supports investments in community
hospitals

HPC is constructed in such a way that it will be unaffected by gubernatorial changes. The Commission’s 11member board is made up of state and national experts, and there is a strict conflict-of-interest policy. No
member is permitted to be affiliated with a provider or a health plan.
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Challenges
Seltz noted that one of the key challenges is that health care is a $66 billion industry and Massachusetts’
number one employer. However, he believes that passing the 2012 cost containment legislation was easier
because of the legislature’s experience in working together on this issue in 2006.
Another key challenge is the development of interoperable health records. Chapter 224 addresses this by
requiring that by 2017 there must be a secure, interoperable platform for health records in Massachusetts.
Chapter 224 also set a goal for how healthcare costs should grow, specifically that it is to be aligned with the
commonwealth’s gross state product (GSP). The challenge in this, besides the follow through was to define
total healthcare expenditures. In order to ensure that the true costs were aligned with GSP, they tried to
make the definition as broad as possible, including: all categories of medical expenses and all non-claims
related payments to providers; all patient cost–sharing amounts, such as deductibles and copayments; and
the net cost of private health insurance.
The growth target will be as follows:
2013-2017

Equal to the economic growth rate

2018-2022

Equal to the economic growth rate, minus 0.5%

2023 and beyond

Equal to the economic growth rate

If the target is not met, the HPC has the authority to require health care providers to implement
Performance Improvement Plans and submit to monitoring. The HPC also has the authority to adjust the
target growth rates after 2018 as necessary.
Another challenge is getting actionable data to make policy decisions; Seltz describes it as “driving down the
road looking in the rearview mirror.”
Other challenges include:




Moving past pilots to scalable solutions
A dynamic provider marketplace – community hospitals are often very efficient, but what happens
when they join a high cost center?
An alignment of payment plans (HMO vs. PPO); while Massachusetts was a leader in payment
innovation, enrollment in non-PPOs is declining

Recent data shows some modest success; health care spending in Massachusetts is now growing more slowly
than in the rest of the country.

Wisconsin PricePoint
Next, Debbie Rickelman, vice president of the Wisconsin Hospital Association, addressed the issue of price
transparency in her presentation on the Wisconsin PricePoint system. After a brief history in the 1980s with
a hospital rate-setting system that was repealed in 1987, Wisconsin started the PricePoint system in 1989

3

through State Chapter 153. It began as a voluntary all payer claims database that held discharge data, a
system that proved difficult for the state to manage.
The precursor to PricePoint began by offering certain information to the public through data reports. The
Guide to Wisconsin Hospitals offers a two-page report on each hospital, including charges, utilization and
intensity of service. It included facility level data as well as information on uncompensated care. In addition,
hospitals were required to notify the public of rate increases in the Hospital Rate Increase Report.
These preliminary steps set up a history and an environment of price transparency that allowed for the
advent of PricePoint, created when the data collection was privatized in the early 2000s. The Wisconsin
Hospital Association worked under contract with the state to manage the system, with an initial goal of
making the system more user friendly for consumers. The development of PricePoint allowed the Hospital
Association to meet and exceed the terms of the agreement with the state. Rickelman noted that everything
that could be collected is now available online. By expanding the terms of the mandate, and changing the
way it was presented to the public, Rickelman notes that the WHA was really “adding value” to the
information they offered. Legislation enacted in 2011 enhanced the transparency of the information by
requiring that each hospital prepare a single document containing the following information:







Top 75 diagnosis groups for uncomplicated cases
Top 75 outpatient surgical procedures
Median billed charge for the most recent four quarters
The average expected payment under Medicare
The average expected payment under private insurance
Link to a quality reporting site (CheckPoint or the Wisconsin Collaborative for Healthcare Quality)

In addition to PricePoint, which shows pricing information, Wisconsin offers a quality comparison site
called CheckPoint. Links between the two sites allow consumers to compare both quality and price at
specific hospitals.
An analysis of the use of PricePoint reveals that consumers use the service most frequently to check the
prices of elective services or immediately following an urgent or emergency visit to a hospital; only
11percent of PricePoint users are providers.
One way in which PricePoint has been especially useful to hospitals and providers is in their response to
media inquiries. Rickelman points out that when journalists inquire about payments to hospitals, hospitals
in Wisconsin are easily able to reference PricePoint and show that they had always released their pricing
data.

Maryland – Health Quality and Cost Council
Russ Montgomery, Executive Director of the Maryland Health Quality and Cost Council (HQCC),
presented a variety of initiatives designed to improve the quality of health care in Maryland. Russ noted at
the outset Maryland’s goals with respect to healthcare:
1. Increase access to care to achieve near universal coverage
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2. Move from fragmented to integrated (and high quality) delivery
3. Implement a value-based payment system
4. Ensure that accountability is community-based, rather than site-based
It is also important to note that Maryland is the only state that sets hospital rates for all payers, including
Medicare and Medicaid; this system has been in place since 1977 through a CMS waiver. Currently,
Maryland is pursuing a modification to this waiver that will allow the state to make changes designed to
improve patients’ experience and ensure community accountability. The two incentive programs that
Maryland would like to implement through this waiver include readmission revenue penalties for hospitals,
and a request that all hospitals conform to a global payment system that ties growth in costs to gross state
product (around 3.5 percent).
Montgomery then provided a brief history of the HQCC, noting its creation via executive order in 2007
and its reauthorization in 2010. The council has a broad range of stakeholders who aid in the direction of
policy. Work groups comprised of council members address issues deemed to be priorities, which are
currently wellness and prevention, evidence-based medicine, and cultural competency.
Value-Based Insurance Design (VBID)
A primary goal of VBID is to decrease cost-sharing for high value services and increase cost-sharing for low
value services, thereby assisting patients in making cost-effective and value-based choices. Earlier this year,
the Council hired the University of Michigan’s VBID Center as a consultant to design recommendations for
implementing VBID in Maryland. Montgomery cited two potential models for Maryland that could be
useful in determining options for the health insurance exchange:




The Oregon Public Employees’ Benefit Board has four tiers of services based on estimated value to the
consumer. The highest value tier contains services such as free tobacco cessation and free medications
for diabetes management, while the lowest value tier requires a $500 co-payment for treatments like
hip and knee replacement and bariatric surgery. Oregon has achieved results with this program,
including a drop in obesity rates and tobacco use, as well as a drop in all low value tier services.
The Connecticut Health Enhancement Program requires employees and their families to undergo ageappropriate preventative services. Employees who enroll avoid a monthly $100 health insurance
surcharge. Results show that 98 percent of eligible employees and retirees voluntarily enrolled.
Connecticut has seen an increase in primary care visits, as well as decrease in visits to specialists and
hospital emergency rooms.

Currently, the work group is discussing options for Maryland’s health insurance exchange. The options are
as follows:
1) Encourage benefit design flexibility for plans that include VBID elements
2) Encourage insurers to market VBID plans to consumers with specific conditions (i.e. diabetes
or asthma)
3) Encourage plans to offer a blend of rewards and punishments and give these types of VBID
plans more regulatory latitude
4) Highlight and promote plans that incorporate VBID elements when consumers search on the
exchange site.
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5) Promote plans that couple consumer incentives with innovative payment models that reward
value over volume
6) Recognize VBID designs in plan quality ratings
7) Require all qualified health plans seeking certification by the exchange to offer certain VBID
elements
For self-insured plans, policy options include:
1) Develop statewide criteria and/or “star” ratings that could be adopted and used to promote
VBID plans
2) Develop formal partnership with business coalitions to promote VBID plans
3) Incorporate VBID promotion and outreach as part of the Maryland’s Healthiest Businesses
program
Multi-Payer Patient Centered Medical Home (PCHM) Program
Health Enterprise Zones
In 2010, Maryland passed legislation to create the Multi-Payer PCMH Program. Managed by the Maryland
HQCC, the program began in May 2011 with 53 pilot sites representing a variety of provider types,
including family and internal medicine, hospital owned practices and two federally qualified health centers.
Montgomery reported on the program’s efforts to transform practices, how quality reporting is handled and
measured, and the shared savings that resulted, with nearly half of the practices enrolled receiving shared
savings at the end of one year. The system is designed to reward qualifying participants with payments three
times annually. Moving forward, the HCQC plans to undertake a more formal evaluation of the pilot to test
the theory that “practices at varying levels of sophistication and serving diverse patient populations can
improve quality, lower costs, and increase clinicians’ joy in work and patient satisfaction.”i
Maryland Health Enterprise Zones
Montgomery also reported on a third initiative, the Health Enterprise Zones, which are designed to better
allocate state health care resources to the communities that need the most help. Specifically, Montgomery
noted, the program’s purpose is to:




Reduce health disparities among racial and ethnic groups, as well as geographic areas
Improve health care access and health outcomes in underserved communities
Reduce healthcare costs and hospital admissions/readmissions.

The program defines service areas as contiguous communities with demonstrated low income and poor
health outcomes; eligible applicants for the program include non-profit community-based organizations as
well as local government agencies, such as health departments. Thus far, five geographically diverse areas
have been designated as health enterprise zones: one in Baltimore’s urban center, one in the rural east and
one in the rural west, and two in suburban areas outside D.C.
The health enterprise zones are designed to function as follows:
1) Lead agencies will receive funding from the state to implement actions they outlined in their
HEZ application

6

2) Individual practitioners or practices operating in an HEZ are eligible to receive the following
incentives to attract primary care physicians, family practitioners, and dentists:
a. State income tax credits
b. Hiring tax credits
c. Loan repayment assistance
d. Priority to enter the Patient Centered Medical Home program
e. Priority for electronic health records funding
f. Grants for capital improvements and/or equipment
Other initiatives referenced by Montgomery included the Healthiest Maryland Businesses program and the
Hand Hygiene Initiative.

Open Discussion
Prior to opening the session up for audience questions, moderator Bert Rockman, professor of political
science at Purdue University, took the opportunity to summarize some key themes that emerged from the
three presentations. One key takeaway was that states can and should be laboratories for innovation in
health care, as they have shown to be leaders in issues such as transparency, integration, and the
management of chronic illnesses. Rockman noted that all the examples provided by panelists demonstrated
what could be done when there is political consensus between stakeholders, and that is the goal of this series
on cost containment.
The first question involved the role that health literacy played in each of the states’ initiatives. Montgomery
noted that the health literacy issue is addressed by the HCQC’s cultural competency committee. In
Massachusetts, Seltz remarked that the conversation around the provision of health care has shifted from
access to a discussion about how to effectively communicate with the public so that people get the care they
need.. Rickelman also mentioned education sessions sponsored by the Wisconsin Hospital Association for
leaders as well as front-line staff.
Returning to Pennsylvania, Dan Frankel noted that despite at one time being at the forefront of
transparency through the Pennsylvania Health Care Cost Commission, the Commonwealth has since fallen
behind other states. He argues that we need to expand and enhance the capabilities of PHC4, as well as
develop a method to enhance competition between providers. Tiered insurance products may be one such
mechanism.
The discussion of tiered networks led to a question about how Massachusetts achieved political consensus
around the issue of tiered products. Seltz noted that the politicians involved knew that it would be an
experiment. They were also armed with the knowledge that prices for health care services sometimes
varied by as much as 10 times, and that such prices did not necessarily correlate with the quality of care
provided to patients but rather with market power instead. Tiered networks gave consumers a choice;
providers were not permitted to select their own tiers as that is up to the payers. Seltz reported that while
some initial anxiety the provider community, the community exhibited little outright resistance to the
reform as providers now understood the need for competition. There is still much room for improvement
though, as currently tiers are mostly based on price without quality indicators, something the
Commonwealth hopes to change.
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Next, a question was raised about the supply of physicians and the increase in waiting times for
appointments. Seltz acknowledged that in Massachusetts there is an access problem, especially with primary
care physicians, even though the state has more primary care physicians per capita than any state in the
nation. It was noted that patient centered medical homes offer the support that primary care physicians will
need to care for more patients and allow for greater professional satisfaction. Montgomery noted that
Maryland physicians participating in their PCMH pilot are already spending more time with patients and
receiving greater pay for doing so. Also, he mentioned that the Health Enterprise Zone program helps to
incentivize PCPs to practice in the zones, something that indirectly benefits specialists and other
practitioners in the area as well.
All speakers agreed that the ACA will put increasing pressure on the system, and Rickelman added that
Wisconsin will soon be opening another medical school to help fill the expected workforce gap.
Candi Castleberry-Singleton mentioned medical school loans as another hurdle to filling primary care
spaces, and suggested a partnership with medical schools to help control the amount students owe upon
graduation. Seltz pointed out that Massachusetts’s currently has a loan forgiveness program for primary care
physicians who remain in the Commonwealth to practice.
A program attendee wondered if making the average prices for providers available would encourage
competitors to raise prices. Rickelman replied that in Wisconsin they have not seen that effect as a result of
PricePoint, primarily because of the notes pages, which provide a detailed explanation of all charges. This is
also unlikely as evidence has shown that providers only make up an estimated 11 percent of the traffic on
the PricePoint site.
Another question focused on the integration of mental/behavioral health into primary care. Seltz noted that
one goal of Chapter 224 is the true integration between physical and behavioral health, which the state
believes to be an essential part of cost containment. Right now, they are developing new strategies for a
payment system for mental health services. Seltz referenced the global cap placed on health care spending in
the state through Chapter224 and acknowledged that there are some areas of health care where spending
would need to grow faster than the cap allows for, such as mental health.
Another question focused on methods for incentivizing prevention. The panel noted that value-based
insurance design as one way, because prevention services like smoking cessation and weight management
are often offered at no cost. The challenge is that with prevention, the return on investment does not
appear overnight; it appears over an individual’s lifetime, so it can be hard to measure.

Closing
Candi Castleberry-Singleton offered closing remarks and reviewed some of the highlights from the three
state speakers. She stressed that Massachusetts landmark legislation, Chapter 224, was passed with
bipartisan support in their legislature. She also noted the state’s interest in making investments in
prevention. Some of the key takeaways she cited included the need for access to timely data, the use of
scalable pilots, and the presence of a dynamic marketplace. In Wisconsin, she noted that there are lessons to
be learned from their experience with rate setting, and noted that the state is providing all the tools
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necessary for great price transparency. She also highlighted the connection between the PricePoint system
and the CheckPoint (quality) system as a benefit for consumers.
Castleberry-Singleton remarked that Maryland’s Quality and Cost Control Council is working toward
integrated high quality medicine. The council’s workgroups have engaged in a number of innovative
activities, including the value-based insurance design program, the multipayer PCMH pilot, and the health
enterprise zones. During the open discussion, the key topics included tiering, the pipeline of primary care
providers, and the integration of mental and behavioral health. In closing, she remarked that political
consensus is critical to moving innovative programs like these forward and encouraged everyone in
attendance to maintain a collaborative spirit in order to improve the quality of health care in our
community.
i

Russ Montgomery, “Maryland Health Quality and Cost Council,” presented at University of Institute of Politics, October 10,
2013.
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