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PURPOSE
This memo provides an overview of the problem of rising health care costs and your Administration’s solution to the problem. 
PROBLEM IDENTIFIED
Massachusetts is a national leader in ensuring access to affordable, high quality health care.  Your Administration’s successful implementation of the 2006 health reform law (Chapter 58) resulted in a 97% coverage rate--the highest in the country--and served as a model for the Affordable Care Act.  In addition to expanding insurance coverage, access to care has improved over the past eight years.  Research indicates that preventive care is up, visits to emergency rooms are down, more women are getting prenatal care, and more people are receiving cancer screenings.  Massachusetts has achieved the highest rates of insurance coverage in the country, but increasing health care costs remain an underlying challenge for individuals, families, employers, and government across the country. 

The growth in health care costs is an unsustainable economic and social challenge that is squeezing household, business, and government budgets alike.  Per capita health care spending in Massachusetts is the highest in the country.  Massachusetts devoted 16.6 percent of its economy to personal health care expenditures in 2012, compared with 15.1 percent nationally.  An estimated 21 to 39 percent ($14.7 to $26.9 billion in 2012) of health care expenditures in Massachusetts could be considered wasteful.  While spending growth since 2009 has slowed in line with slower national growth, sustaining lower growth rates will continue to require concerted effort.    
SOLUTION
With the passage of health care cost containment legislation in 2010 and 2012, the Commonwealth is leading the way in making health care more affordable.  In 2010, your Administration initiated efforts to control large annual premium increases through expanded insurer rate review, which slowed the average annual increase in insurance rates from over 16 percent in 2010 to under 3 percent in 2014, saving individuals and small businesses hundreds of millions of dollars.

In 2012, the Commonwealth began implementation of its groundbreaking health care cost containment and quality improvement law (Chapter 224), which is estimated to result in $200 billion in savings over the next 15 years while maintaining best-in-class care through monitoring health care cost growth and market transactions, alternative payment models and delivery system reform, cost and quality transparency, health information technology, and wellness and prevention.  The law aims to transform the health care delivery system by moving the market away from fee-for-service payments and toward a system capable of coordinating and delivering improved health care and better value for all residents.
Chapter 224 created a nationally-watched agency, the Health Policy Commission (HPC), to bring oversight, transparency and accountability to the health care market.  The HPC’s annual cost trends reports and hearings examine health care costs and quality, providing an in-depth look at cost drivers and cost growth as measured against the health care cost growth benchmark.  The Center for Health Information and Analysis recently reported that the Commonwealth’s per capita health care cost growth was 2.3 percent from 2012 to 2013—below the 3.6 percent health care cost growth benchmark established by Chapter 224 for that year.  

The law also provides for increased consumer transparency and continues the Commonwealth’s trailblazing efforts in the area of electronic health records and health information exchange.  Through its market transaction reviews, HPC tracks the frequency, type, and nature of market changes to identify changes that are anticipated to have a significant impact on health care cost growth or market competition.  Additionally, the Administration, in collaboration with its health care partners, kicked off a first-of-its-kind campaign in October 2014 to empower consumers to make high value health care decisions using price information available through insurance carrier websites and toll-free numbers.  Massachusetts was also the first state in the nation to receive federal funding through the Centers for Medicare and Medicaid Services to develop and launch the Mass HIway Health Information Exchange (HIE) in 2012.  The HIE allows for secure electronic information to be transmitted between health care providers and organizations to better coordinate care, increase patient safety, and lower health care costs.  

As an employer and state government whose budget must meet other important needs as well as health care, the Commonwealth is leading by example.  Building on Governor Patrick’s efforts to lower costs and ensure access to quality, affordable health care, the Group Insurance Commission (GIC) achieved an overall 1.0 percent increase for all employee and Medicare plans for fiscal year 2015—the lowest rate increase in over 10 years— through its new health care delivery and payment model.  In 2011 and 2012, the Health Connector used innovative, competitive procurements to incentivize health insurers to improve cost structures, reducing overall premiums and saving $267 million.  Additionally, MassHealth has launched a real-time, innovative predictive modeling system to detect and prevent Medicaid fraud, waste, and abuse by identifying high risk claims and suspicious providers prior to releasing payment.
MassHealth has also played a key role in adopting innovative payment and delivery system models.  In October 2013, MassHealth launched One Care, a program to help improve the coordination of care for individuals who are eligible for both Medicare and Medicaid.  The program currently covers approximately 17,000 members.  In One Care, health plans integrate care that was previously fragmented for MassHealth’s most medically complex and costly members.  In addition, MassHealth launched its Primary Care Payment Reform Initiative in 2014, an advanced alternative payment model that rewards primary care providers for providing high quality, efficient, and coordinated care, and integrates behavioral health with primary care.  MassHealth is also moving aggressively toward development of an Accountable Care Organization model.
Chapter 224 also recognizes the importance of prevention in reducing health care cost growth by keeping Massachusetts healthier.  The Prevention and Wellness Trust Fund (PWTF), administered by the Department of Public Health, provides grants to partnerships consisting of clinical providers, community based organizations, and municipalities to enact programs focused on reducing rates of preventable health conditions, reduce healthcare costs, improve healthy behaviors, and decrease health disparities. 
Through these and other initiatives, Massachusetts is well on its way to addressing the problem of rising health care costs, and ensuring affordable, high quality health care for generations to come.
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