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Wyoming Market Percentage

TRICARE/VA 4.2 Other 1.5
J

CHIP 0.6

Uninsured 12.4
Dual Eligible 2.6

Medicaid 9.4

Medicare 13.6

Individual 4.8

Small Group 4.J/

Large Group 5.8

Source : Memoran dum to JAC and LHSS from DOH 10/1/2016 “State Options for Increasing Value in Health Care” F-2016-548 page 42 j

Self Insured
41.1



WYOMING MEDICAL CENTER - PAYER MIX

41.6% 41.8% 41.5% 42.9% 44.8% 45.3% 43.2% 42.2%

2010 2011 2012 2013 2014 2015 2016 2017

OTHER m MEDICAID m MEDICARE mTITLEV

Source: Medicare Cost Report Analysis




CHEYENNE REGIONAL MEDICAL CENTER - PAYER MIX

37.2% 34.7% 37.2% 37.2% 35.8% 36.0% 34.9% 34.3% 35.7%

2010 2011 2012 2013 2014 2015 2016 2017

OTHER m MEDICAID m MEDICARE mTITLEV

Source: Medicare Cost Report Analysis




The Problem: Employer premiums have risen,
and so have employee contributions.

1999 A
2000 A
2001 A
2002 A
2003 1
2004 A
2005 1
2006 1
2007 1
2008 1
2009 1
2010 1
2011 1
2012 1
2013 1
2014 A
2015 1
2016 1
2017 1
2018 1

$4,247
$4,819*
$5,274*
$5,866*
$6,657*
$7,289*

$8,508*

$8,824

$9,325*
$9,860*

. Employer Contribution - Worker Contribution

$9,773

$10,944*
TP TO sasi6 [s1s.745
$11,786
$12,011
$12,591*
$12,865 $18,142*
$13,049 $18,764*
$14,069* $19,616*

$o $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000 $18,000 $20,000

-Estimate is statistically different from estimates for the previous year shown (p<.05).

SOURCE: KFF Employer Health Benefits Survey, 2018; Kaiser/HRET Survey of Employer-Sponsored Health Benefits. 1999-2017




Outpatient Prices Drove Spending Growth

Use trending back to baseline.

- Inpatient Use Continued to Decline but Prices
Rose Substantially Use trending back to baseline.

Inpatient Outpatient
1.20 1.20
1.15 1.15
1.10 1.10
1.05 1.05
1.00 1.00

/
0.95 0.95 -
0.90 0.90
2012 2013 2014 2015 2016 2012 2013 2014 2015 2016
—Price —Utilization and Intensity —Price —Utilization and Intensity @

Health Care Cost Institute. (2018). 2016 Health Care Cost and Utilization Report. Retrieved from http.://www.healthcostinstitute.org/report/2016-health-care-
cost-utilization-report/. Prices are from Appendix Table A3,, utilization and intensity is estimated by dividing spending (from Appendix Table A1) by prices.



http://www.healthcostinstitute.org/report/2016-health-care-cost-utilization-report/

Inpatient Days/1,000 member months
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Outpatient Visits/1,000 member months

WY WY (Avg) @ MT = MT (Avg.)
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Overall PMPM Costs — WY v. MT

WY WY (Avg.) MT =—— MT (Avg.)
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PMPM Costs by

Service Type

Source: Wyoming MPCD as of 9/17/2019

All others

Behavioral Health

Emergency

Hospital - Inpatient

Hospital - Outpatient

Other Outpatient

Pharmacy

Primary Care

Specialist

Surgery

2019
2016

50

2018
2015

100
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2017
2014

150

Hl 2019
Bl 2016

Montana

Il 2018
Bl 2015

50
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Provider Type

Wyoming
PMPM

Montana
PMPM

Wyoming
Provider PMPM
as a % of Total
PMPM

Difference
(Wyoming vs.
Montana)

Wyoming %
of Montana

All Others

11.44%

1.95

Behavioral Health

2.37%

(0.17)

Emergency

6.81%

(4.35)

Hospital Inpatient

16.64%

31.24

Hospital Outpatient

16.63%

15.19

Other Outpatient

6.08%

11.12

Pharmacy

12.87%

(7.20)

Primary Care

10.48%

40.45

Specalist

9.26%

24.40

Surgery

R R R A W RV VRV A RV N RV A RV,

wnmnunmD:mD:nD;mD;mD;m;m D nm

7.44%

nmnwnmD:mD:nmD;mD;mD;m;m D n

15.08

PMPM Total

100.00%

131.71

Note: PMPM data in this chart is from year end 2018 - the last full year of data



Relative price for inpatientand

Commercial Relative Price TREND Varies at the State Level:

300%

250%

200%

outpatient hospital care

150%

100%

Comparison of 5 States

311%
. 302% PNy
jesa)

269%

P ————

168%

S 157% 156%

2015 2016 2017

)

Source: White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative



Single Health-System: Indiana vs. Michigan
TOTAL Relative Inpatient plus Outpatient Prices 2017

350%

o
2999% 312%

300% 284%

250%
200%

150% % 145%
100%
50%
%

2015 m Indiana = Michigan 2916 2017 ﬁi)

Source: Derived from Supplement, White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative
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KNEE REPLACEMENT

EWY mCO mND mUT mUSA

<
o
(=]

’

’
’

Ln
N P
- N
LN LN

o
7,
o 00
~N LN
L) N
()
T N wm N F
wv O o v
Q0 8 KN N M
N ~ Lo )}
2 & 2 R
v Wq-moa
LY SE—— .~
v o N
oNso
(%)
WN
Im

50TH PERCENTILE

25TH PRECENTILE D‘
Source: WyBCH Multi-Payer Claims Database and HCCI found at: mpcd.wyo.gov

’

!
o
(o]
0

o
(Ceo)
L)
(o]
W N
o 3 <
(9] V)
< <
o >
<
m |

75TH PERCENTILE

’

)
’

’

’
’
’
’

’

E
.
’

’



HEART STRESS TEST WITH ULTRASOUND
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BLOOD DRAW
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Across 25 States: Average Relative Hospital Prices, 2017
Percent Employer Health Plans Pay Hospitals Relative to What Medicare Would Pay

425%
400% A
375% A

350% A A A
325% A A
300% A A o B
275% A A a " A
250% O A

2259% = . e g m @ B B = - @ ; -
200% 6 A T e

175% a O " o . © °
A O O
125% e

100%

O O

Relative price for hospital care

Ml PA NY KY TN VT KS MO IL MA FL NM NC LA NHWAOH GA TX CO MT WI ME WY IN

B [npatient + Outpatient @ Inpatient A Outpatient

Source: White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative



Wyoming: TOTAL Hospital Commercial Paid

Relative to Medicare, 2017 - (inpatient plus outpatient)

EVANSTON REGIONAL

HOSPITAL 520%

WYOMING MEDICAL
(o)
CENTER 362%

CHEYENNE REGIONAL
)
MEDICAL CENTER 317%

SHERIDAN MEMORIAL

HOSPITAL 311%

IVINSON MEMORIAL

HOSPITAL 285%

ST JOHNS MEDICAL
(v
CENTER 242%

NATIONAL AVERAGE 241%

WEST PARK HOSPITAL

DISTRICT 216%

MEMORIAL HOSPITAL

o
SWEETWATER COUNTY 197% D
! ﬁ

% 100% 200% 300% 400% 500%

600%

Source: White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative



Wyoming: INPATIENT Hospital Commercial Paid

Relative to Medicare, 2017

WYOMING MEDICAL
0
CENTER 347%

EVANSTON REGIONAL

HOSPITAL 313%

CHEYENNE REGIONAL
o
MEDICAL CENTER 227%

NATIONAL AVERAGE 204%

ST JOHNS MEDICAL
)
CENTER 182%

WEST PARK HOSPITAL

DISTRICT 182%

SHERIDAN MEMORIAL

HOSPITAL 175%

IVINSON MEMORIAL

HOSPITAL 174%

MEMORIAL HOSPITAL

0,
SWEETWATER COUNTY 125% ‘D
| | ﬁ

% 50% 100% 150% 200% 250% 300% 350%

400%

Source: White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative



Wyoming: OUTPATIENT Hospital Commercial Paid

Relative to Medicare, 2017

SAGEWEST HEALTH CARE 830%
EVANSTON REGIONAL... 589%
CHEYENNE REGIONAL... 480%
CAMPBELL COUNTY... 446%
MOUNTAIN VIEW... 424%
IVINSON MEMORIAL... 396%
WYOMING MEDICAL... 392%
SHERIDAN MEMORIAL... 382%
MEMORIAL HOSPITAL... 380%
NATIONAL AVERAGE 293%
ST JOHNS MEDICAL... 284%
WEST PARK HOSPITAL... 240%
COMMUNITY HOSPITAL 240%
WASHAKIE MEDICAL... 198%

| ﬂi’
WESTON COUNTY HEALTH... 128%

% 100% 200% 300% 400% 500% 600% 700% 800% 900%

Source: White, 2019, Prices Paid to Hospitals by Private Health Plans are High Relative to Medicare and Vary Widely-Findings from an Employer-Led Transparency Initiative



Overall Relative Price

Wyoming In and Out - Price and Quality

550% High Cost — Low Quality
500%
450%
400%
350%
300%

250%

@216% Cody
200% 197% Rock Springs

150%

100% Low Cost — High Quality

1 2 3 4 5

CMS Hospital Compare Rating @



Overall Relative Price

Wyoming Inpatient - Price and Quality

400% High Cost — Low Quality
350%
300%

250%

@227% Cheyenne

200%

cod Jackson
. , 182% Cody

175% Sheridan '174/: Laramie 182%

150%
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100%

1 2 3 4 5
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Overall Relative Price

Wyoming Outpatient - Price and Quality

900% High Cost — Low Quality
800%
700%
600%
500%
400%

300%

240% Torrington @ 240% Cody 284%
200% 198% Worland
Low Cost — High Quality
100%
1 2 3 4 5

CMS Hospital Compare Rating @



Why Are So Many Hospitals
Losing Money on Medicare?

“Strong market power leads hospitals
to reap higher revenue from private
payers. This in turn leads these
hospitals to have weaker cost controls.
The weaker cost controls lead to higher
costs per unit of service. As a result,
hospitals have a narrower margin on
their Medicare Business.”

Jeffrey Stensland
Principal Policy Analyst - MedPAC

By Jeffrey Stensland, Zachary R. Gaumer, and Mark E. Miller

Private-Payer Profits Can Induce
Negative Medicare Margins

ABSTRACT A common assumption is that hospitals have little control over
their costs and must charge high rates to private health insurers when
Medicare rates are lower than hospital costs. We present evidence that
contradicts that common assumption. Hospitals with strong market
power and higher private-payer and other revenues appear to have less
pressure to constrain their costs. Thus, these hospitals have higher costs
per unit of service, which can lead to losses on Medicare patients.
Hospitals under more financial pressure—with less market share and less
ability to charge higher private rates—often constrain costs and can

generate profits on Medicare patients.

ospitals’ profit margins on

privately insured patients have

risen dramatically in recent

years, while profit margins on

Medicare patients have fallen.
Payment and cost data gathered by the American
Hospital Association (AHA) reveal that the aver-
age payment-to-cost ratio for privately insured
patients rose from 116 percent of costs in 1999 to
132 percent of costs in 2007.**

At the same time, the average payment-to-cost
ratio for Medicare patients fell from 107 percent
ofallowable costs to 94 percent. Medicare profit-
ability fell because costs rose faster than the
3 percent annual increase in Medicare payment
rates that occurred from 1999 to 2007. This pa-
per explores the reasons why private-payer profit
margins are inversely related to Medicare profit
margins.

In this paper we argue that high profits that
hospitals earn on payments from private payers
are a key reason that Medicare margins have
declined. First, using a national data set of all
of the hospitals participating in the Medicare
prospective paymentsystem (PPS), we showthat
hospitals with high profits from non-Medicare
sources have had higher costs per unit of service
than hospitals with limited resources. These

higher costs result in lower Medicare margins
because costs do not affect Medicare revenues,
which for hospital s are largely based on predeter-
mined paymentrates. The apparentchain of cau-
sation is as follows. Strong market power leads
hospitals to reap higher revenues from private
payers. This in tum leads these hospitals to have
weaker cost controls. The weaker cost controls
lead o higher costs per unit of service. As a
result, hospitals have a narrower margin on their
Medicare business.

To corroborate our empirical findings, we con-
ducted data analyses of hospitals in two cities.
Newspapers in these cities have identified cer
tain hospitals as having strong market positions
that allow them to generate substantial revenues
from private payers.*®

One of these markets is in Massachusetts,
where the attomey general has recently shown
that prices paid by a single insurerto the highest-
paid hospitals are roughly double the rates paid
to the lowest-paid hospitals.” The attomey gen-
eral's preliminary report finds that these price
differentials are associated with market power
rather than purely with the complexity of pa-
tents’ health care needs.

The newspaper accounts of the two markets
focused on differences in resources among hos-

DOL 10.B77/Nthaft 20090599
HEALTH AFFARS 28,
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©2010 Project HOPE—
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Washington, D.C
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Medicare Cost Report

Wyoming Compared to All Other States



2017 HOSPITAL ONLY OPERATING EXPENSE PER ADJ. DISCH
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1A

2017 HOSPITAL ONLY CAPITAL COSTS PER ADJ. DISCH
W 2017 HOSPTAL ONLY CAPITAL COSTS PER ADJ. DISCH
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2017 NET PATIENT REVENUE PER ADJ. DISCH

|
|
I
[
I
I
I
|
|
|
I
|
I
]
I
N
|
|

T
| Q)

2}
| ()]
| m

<
I o

[WN]
I o

wJ
] o

2
I w

>

[WN]
| o

T
| =z

(W]
| —_

T

<
| [a '

T
I C—

=
I ~

D)
| o

~
I —E—
N
|
N e
.| ———

I —

I —
|
I
.
|
|
[
|
|
I
I
|
|

$35,000.00
$30,000.00
$25,000.00
$20,000.00
$15,000.00
$10,000.00

$5,000.00




$2,500.00
$2,000.00
$1,500.00
$1,000.00
$500.00

S_
$(500.00)
$(1,000.00)
$(1,500.00)
$(2,000.00)
$(2,500.00)
$(3,000.00)

2017 PATIENT SERVICES MARGIN PER ADJ. DISCH




$5,000.00

$4,000.00

$3,000.00

$2,000.00

$1,000.00

2017 TOTAL MARGIN PER ADJ. DISCH




So, what do
we know from

Medicare
Cost Reports?

Wyoming hospital revenues are
high.

Wyoming hospital capital and
medical services costs are high.

High revenues and high costs mean
Wyoming hospital margins are low
(even negative).




So, what are
the expenses
driving
hospital
costs?

Low volumes spread
over high fixed costs?

Labor costs?

Capital expenditures?




HOSPITAL BEDS PER 1,000 POPULATION

o Total
- Colorado Idaho - Montana - Nebraska

B north Dakota I south Dakota ' utan B wyoming

1999 - 2017 AHA Annual Survey, Copyright 2018 by Health Forum, LLC, an affiliate of the American Hospital Association. Special data request, 2018. Available
at http://www.ahaonlinestore.com. At https://www.kff.org/other/state-indicator/beds-by-ownership



http://ams.aha.org/eweb/DynamicPage.aspx?WebCode=ProdDetailAdd&ivd_prc_prd_key=1e02290d-23b0-411a-b853-5cc9bcfbe6dd

Capital Costs /
Equipment?

©2013 Intultive Surgical, Inc.



Largest Occupations in General Medical and Surgical Hospitals, May 2018

< Registered Nurses 1,698,700 >
Nursing Assistants 372,320
Clinical Laboratory Technologists and Technicians 156,190
c Medical Secretaries 152,300
:§, Radiologic Technologists 121,310
§ Medical and Health Services Managers 121,120
© <l Physicians and Surgeons, All Other 117,620 >
Maids and Housekeeping Cleaners 99,600
Respiratory Therapists 98,960
Medical Assistants 97,600
500,000 1,000,000 1,500,000 2,000,000
Employment

Source: Bureau of Labor Statistics
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Annual mean wage ot registered nurses, by state, May 2018

Annual mean wage

[ $34,940 - $63,100 @ $63.970 - $67.610

@ $68.950 - $76.820 W $77.000 - $106,950

Blank areas indicate data not available.



Annual mean wage of nursing assistants, by state, May 2018

Annual mean wage

O $22,750 - $26.410 @ $26.800 - $28.810
M $29.110 - $31,450 W $32,130 - $39,830

/ H
|
T
J
E
WV %
KS MO
TN NC
OK
AR SC
GA
MS AL

LA

Blank areas indicate data not available.



Annual mean wage of clinical laboratory technologists and technicians, by state, May 2018

Annual mean wage

[0 $32,160 - $48,590 @ $48.670 - $51,990
M $52,530 - $57.150 W $57.650 - $70,380

Blank areas indicate data not available.



Annual mean wage of radiologic technologists, by state, May 2018

Annual mean wage

[0 $26.440 - $53,640 @ $53.890 - $57.720
[ $58.030 - $65,220 W $66,730 - $81,060

Blank areas indicate data not available.



Annual mean wage of medical and health services managers, by state, May 2018

Annual mean wage

[ $76.550 - $97.310 @ $98.780 - $110,130
[ $110.490 - $117,970 W $118,540 - $145,760

Blank areas indicate data not available.




Annual mean wage of physicians and surgeons, all other, by state, May 2018

Annual mean wage

[ $94.060 - $183,920 @ $185.210 - $208.820
@ $209,580 - $229,090 W $229,100 - $275,840

Blank areas indicate data not available.



Annual mean wage of radiation therapists, by state, May 2018

Annual mean wage

O $31.150 - $78.610 @ $79.720 - $84,460
[ $84,990 - $89,230 W $91,440 - $114,280

Blank areas indicate data not available.




Annual mean wage of healthcare practitioners and technical occupations, by state, May 2018
Annual mean wage

[ $36.300 - $71,380 @ $72.120 - $78,070
I $78.270 - $88,500 W $89,360 - $100,400

Blank areas indicate data not available.



So how are
you feeling
right now?




The goal is VALUE

*\We need to have conversations about what
services we can afford to have outside our

front door.

75 years of the delivery system telling us what they
will deliver and at what price has gotten us where
we are.

We have to take Ownership &



Takeaway #1: Price transparency is the new
normal...Hospital Shopping Should be a Team Sport

Policy Health
\YELES Plans




Takeaway #2: Markets Need Information, Buyers
Need Options

e “Chaos behind a veil of secrecy” (Uwe Reinhardt)
* “Where there’s mystery there’s margin”

* We need transparency in both cost and quality

* We need solutions that will create competition based on best quality
at best cost

e)



Takeaway #3: Commercial Payment Models
Can Be Transparent and Straight Forward

How does Medicare pay?
—relatively straightforward
base payment * facility-specific
adjustments * casemix +
outliers + bonuses: one
number comparison of
hospital prices!

Private Sector moving to
Benchmarked Bundles

One fixed price for all services
associated with an episode of
care.

Advantages
Simplifies shopping

Incentives care coordination
and avoidance of unnecessary
services

Stabilizes price trend

Stabilizes employer budgets

e)



Takeaway #4: There are Numerous Strategies
Available to Drive Value

Benefit Design Levers Narrow/Tiered Networks

Referenced Based Bundles Centers of Excellence

Multiples of Medicare Direct employer to hospital contracting

Prohibit anti-gag clause between carriers and hospitals

Prohibit anti-tiering contract provisions

Policy Levers

Prohibit anti-narrow networks

Limit/cap on out-of-network charges







Number of Surgeries

Fee-For-Service

Elderly
Young, Healthy, Co-morbid
Uncomplicated Complicated
I I I I
Less Price Paid More



Number of Surgeries

Discount of X percent

—

Fee-For-Service

Young, Healthy,
Uncomplicated

Elderly
Co-morbid,
Complicated

Less

I

I I I I I I

Price Paid More



Discount of X percent

—

Bundled Fee-For-Service

Number of Surgeries

Elderly
Young, Healthy, Co-morbid
Uncomplicated Complicated

I I I I I I I I I I

Less Price Paid More



Discount of X percent

—

Bundled Fee-For-Service

Number of Surgeries

-

Young, Healthy,

Co-morbid,
Uncomplicated

Topieaad

I I I I I I I I I I

Less Price Paid More



Together we can get there.




