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BY JACLYHN BCROWEKI

Timothy Perm-el 59, tries on donated shoes at Health Care for the Homeless, Conmecting patients to owtside resoures like Health Care for the Homeless will
be ke in hospitals reducing their readmissions and their costs,

THE NEXT HEALTH REFORM

Waiver 1mpact felt beyond hospitals

BY SARAH GANTE
egantn@bigournsk oom
410-454-0514, @RaltBizSarak

aryland is betting big on its
next health care sxperiment.

The state's Medicare waiw-
er has long been a linchpin in the
state's health care system. This one
policy has created a unique hospi-
tal industry where costs do not vast-
Iy differ from cne hospital to another
and hospitals that treat high mambers
of poor and uninsured patients are
able to stay in busines=. In every other
state, patients with private inmarance
Fay more for care to make up for low
Medicare payments. People who are
uninsured get hit the hardest.

All that is at stake while Maryland
tries out an ambitioas, fve-year pilot
to completely change the waythispol-
icy wotks and pay hospitals different-
Iyv. The system hangs on being able to
keep growth in annual hospital rev-

enue to just 3.58 percent, or roughly
£600 million.

The target is in line with the anma-
al growth hospitals here have experi-
enced recently. But years ago revenue
grew at a faster rate,

[ t . : e I

EY JACLY N BOROWSEKI
Western Mary lard Health System s
festing oL a el POy ment spste .

“Is it sustainable? This is the entire
gamble of the Maryland Medicare
waiver,” said Carmela Coyle, CEO of
the Maryland Hospital Association.

If it works, Maryland residents will
get better care at lower cost. The state
will be a success story for controlling
costs in a way that has only been talked
abont in the TL5.

With the new system, the game stays
the same, but the rulss are changing.
Hospital revenue will stll be regulat-
ed by the state’s Health Services Cost
Review Commission and Maryland
mmust still show it is saving Medicare
money inthe kbng mn.

But the factors that determine how
mmuch hospitals should get paid and the

EDITOR'S NOTE:

Sarah Gantz wrote this
story as part of a yearlong
Reporting Fellowship on

Health Care Performance
sponsored by the Association
of Health Care Journalists
and supported by the
Commonwealth Fund.

benchmarks they must meet as condi-
tions of the federal deal will be drasti-
cally different.

Instead of getting paid by the mam-
bet of patients who walk in the door,
hospitals will hawve to live within a
budget ==t by the state. Hospitals will
dlzo be on the hook for reducing read-
missions, infections and accidents. To
do that, hospitals will need to get more
plugged in to the health care commma-
nity cutside their owmn walls.

What this means is that a policy
that used to be about paying hospitals
isabout tobleed out into the rest ofthe
healih care industry.

If you think this all is just a hos-
pital or Medicare policy that doeso't

affect you, you're wrong. Hospitals
area £15 billion industry in Maryland,
making them one of the state's larg-
est economic sectors. If you're one of
the tens of thousands of Marylanders
employed by a hospital or among the
hindreds of local compani=s that do
business with them, your livelihood
ison the line.

Beyond the health care sector,
health insarance premiums are among
the largest expenses for any business
and rising costs are a constant concern
for eTnployers.

Hospital costs are a big part of
health insarance premiums and if all
goes according to plan, hospital costs
should go down. That means (in the-
ory, at least) your company's health
insurance premiums should eventu-
ally stop increasing at such a gquick
clip. And if they don't, you should be
informed enoagh to ask why.

At the very least, you will — regard-
less of how healthy you are — be a
patient some day:

This seemingly arcane policy
directly impacts your choice of doc-
tors and hospitals, the gquality of the
service they provide and hosw much
it all costs.

FEERUARY 21-27, 2014
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How one man’s care shows need for major change

Timothy Penn-e] knew he needed to
get to a hospital, Fast. Two of his fin-
gers had big blisters — frostbite from
being outside too long on a particu-
larhy cold night. Penn-el, 59, is home-
less and didn't resalize hoow cold he was
be=cause he had been drinking.

Doctors at Mercy Medical Cen-
ter, near the Baltimore shelter where
Penn-e] sometimes stays, gave him
gauze and cintment. They told him he
shouald make awisit to the burn unit at
Johns Hoplins Bayview Medical Cen-
ter, across towi.

Penn-el took “should” as a sugges-
tion and didn™t go, and in a matter of
days his fingers turned black. When
he finally made that visit to Bayview,
doctors told him amputation was the

cnly opton.
Penn-el's experience is a clear

example of what doesn't work in the
health care system.

If someone had checked in on
Penn-el after he left the hospital or
helped him schedule an appointment
at the burnunit, his ingers might have
be=en spared.

But in the 1.5, hospitals are paid
Per service — per service provided
within their four walls, Their rsponsi-
bility for patients typically ends when
they are discharged.

Maybe that sounds harsh, But think
about it. Hospitals are businesses.
When was the last time your favor-
ite clothing store called to see if that
sweater you bought had lost its shape

yet? Or your mechanic checksd in to
see why you hadn't been by for an il
change in a whil=?

Like any business, hospitals do
what they get paid to do. Spend too
mch time and resourees on services
they e not petting paid for and hospi-
tals risk cuiting in to their bottom line
and being unable to care for anyone.

That's why Maryland regulators
want to change the rles about what
hospitals et paid to do.

Under the new payment model,
hospital badgets will be capped. Fes-
er patients will mean less strain on
the budget. Cme way hospitals could
rechace the patient counts is to make
sure patients get the right follow up care
when they leave, That way they don't

MEET THE PEOPLE, AGENCIES BEHIND THE WAIVER

Here's wwho helped develop Moamglond’s neve hospital regulation experiment and are nowe overseeing its rollowt.

DR. JOSHUA SHARFSTEIN
Secretary. Maryland Department of
Health and Mental Hyglane

® Sharfsteln was lamgely responsible for
drafting Maryland's proposal to the
fedaral Centers for Medlcars and
Medicald Services. He led the state’s
negatiations with CMS.

CR7S

CENTERF fov ENCARE 8 WEDNCAYD SERRCES

CENTERS FOR MEDICARE
AND MEDICAID SERVICES

* Maryland really wanted to keep its
Medlcare walear, which meant CM5 had
a kot of bamgaining power. With Maryland
aasantially owver & barmel, CMS made big
dermands for cost savings and quality
improvements. A the end of the day,
Maryland neeads to Imprass this federal

agency.

JOHN COLMERS
Chalrman, Health Services Gost Revlew
Commisslon

= Along with Sharfateln, Colmars
played a leading rode in developing the
framewaork for the new system.

CARMELA COYLE
CEQ, Maryland Hospital Association

F Without hospitals, the state’s plan for
tackling health care costs wan't

work, And Coyle represants all of

them. Dissent from hospitals and

athar staksholders nearly derallad
negotiations at one polnt, which shows
the assoclation’ strength.

DONNA KINZER
Executive Director. Health Services
Cost Review Commission

# The HSCRC Is eaponsible for fleshing
out the detalls of how the new system
will cparate. Kinzer ls heading up thoss
efforta

GENE RANSOM NI
CED, MadChi

F Figuring out & way to better align the
weay choctors get pald with the nev
method for paying hospltals 18 among the
challenges hospitals sy s most important
1o sddress, Doctors stll get pald per
patient. As CEQ of the assoclation that
represants doctors, Ransom bas pull o
shaps & new ageamant — and ons that
benefits doctars.

end up sicker and back at the hoepital.

“The thing that most helps reduce
readmissions is good follow-up care, a
good medical safety net that a patient
is tied in with,” said Dr. Scott Spier,
senior vice president of medical affairs
at Mercy.

Make the follow-up phone call or
home wisit. Help schedule appoint-
ments and order prescriptions.

Mercy doctors already do these
things, oriry to, for every patient who
wilks in the door, Spier said. Spier
could not speak to specific patients,
so he did not knosww why Penn-el fiell
through the cracks.

“We can abways domore,” Spiersaid.
“But we can never do 100 percent.”

— SEril GOy

= GLOSSARY

on
y

If yow weant to kesp up with health
policy. you need to speak the
languags.

GLOBAL BUDGET: A method for

controlling rising health care costs.

Entities subject to a global budgst,
in our cass hospitals, are given a sat
amaunt of money for the year and
miust cam for thelr patkents within that
budget.

ALL-PAYER SYSTEM: A typ= of

finanzing system for health cars

In which ssrdeas cost abaout
the same prics, regardless of who [
paying. Maryland’s hospital payment
gyatam la an all-payer systam. The
state sats hospltal rates and Medicar,
Medizald and private Insurance
companies (all payars) are expectad
to pay those rates to hospitals for
sarvices.

READMISSION: When a patient
8 returns to the hospltal shaortly

after b=ing discharged.
Readmisslons are often ssen as an
indicator of how wall a hospltal is
carlng for patients.

FEE-FOR-SERVICE: Doctors,

hospitals or other health care

prowviders are pald per ssndcs,
This modal gives doctors and hospitals
Incantive to admit more patlents, un
rmore tests and order mome procedures
bzause they are pald for every
sarvice,

E FOPULATION HEALTH

MANAGEMENT: The idea of
approaching cars broadhy, by

loszking for weays to lmprose the health
of an entire community. Instead of
focusing on singls eplodes of cars.
for eampls treating a patlent fora
heart attack. health care providers
would aleo ook at whene that patisnt
goss after thelr heart atteck treatmeant
—what resources ane avallable Inthe
community. Soclal and economic
factors that may have contrbuted
to the protkem are also part of the
discusslon.

—SAra 1 Gang
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A primer on how Maryland hospitals get paid

Here's how the state gets from a wonky kealith policy to lower costs amd better guclity care in hospitak — at east in theomn.

FEERUARY 21-27, 2014
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Allegany hospital sees results with payment plan tryout

Lofty health pol-
icy ideas like

S0 Western Maryland administra-
tors made the rounds tothe area’s big-

experiment about three and a half
years ago and started seeing consis-

tions, but about 34 people lost their
jobs. The hospital needed to cut

WHAT [T DOES “making hospitals | gest nursing homes, explained their | tent improvement only in the last six | staff as it downsized less necessary
HSCRC™S MAJOR ROLE HOSPITAL RATES more accountable | case, and together developed a sys- | or eight months., departments.
That sets up Maryland's The HSCRC charge s Every ysar, the HSCRC for patients’ over- | tem for passing on more informa- The hospital straggled in the sec- Decizions were difficult — West-
unique hospital to figure out how much updates hospital rates. all health® and | tion about =ach patient and bring- ondyear of the program. 4 number of  ern Maryland is also the area’s largest
payment system, which haospitals should get Hespital rates ame the “working more ing more medical care to the mirsing | factors contributed but the constricted = employer.
HILFEEUEME? by ﬂC-:Bm pakd, while making surs Pﬂ""lzic:f““m“‘m closely with com- | homes. Now, about 22 percent of mars- | budget did not help., “Quite honestly it was scary mak-
i the stats stays within P m};:tmu munity organiza-  ing home patients are readmitted. Since the program started, West- | ingthis change and us saying, ‘Did we
the rullaar::f ks Mﬁ“m . tions to improve The change wasn't easy. ern Maryland has eliminated about = make the right decision?™ said CEQ
4 Ronan patients” transi- Western Maryland began this = 100 positions. Most were vacant posi- | Barry Ronan.,
tion out of hospi-
tals” can be diffi-
cult to visaalize,
$230 In Maryland, a handful of hospitals
hawve already been testing out a model "lf
l'lli"ﬂ]l'l that resembles the state’s vision. A .
amcant
Lo Ve Mot i ke (8 Break free of doing
il Cumbedand is among the 10 hospitals
e EVERYONE PAYS THE SAME in the so-called Total Patient Revenue b . th b k
THE RULES The rates st by the HSCRC gram showeing the most significant ir LISINessS Wi adnKs.
Hospitals must apply to all payers — private pmrm:]m '
The big one under the new system mest targets Insurers, Medicars, Madicald and w:ultﬂn has d its ? ; :
15 making surs hospital Evenus to reduce re- uninsursd patients who pay thelr i Marylnil e Towrre Take your business banking in a
doss not grow by more than 258 admissions cwn bills. Everyone pays about readmission rate from 17 percent, a - . 2 ,
WHATIS THE MEDICARE parcant, orabout $600 million. & hospital injurles and the same price for arny given little below average for Maryland, to different direction with SECL.
wnwm? year. (The actual formula = a littls Infections, sarvics at any given hospital, 9 peToent,
mora complicated, but that's the Cverall, admissions to the hospi-
A S tal are down A2 percent over the past
Maryland and the Cantars for
Medicars and Medicald Services tl.m:i:]:an. Hcﬂptslmﬂgmgmnm
have an official agresment, called wisits due to diabetes complications
the Medicas walver. Under the l(obesity is a serious problem in the
&nrmmaj;. Mur'rhnlﬂl;mnﬂf Is area) are down 22 percent. And they
are ssampt — or walved - from . .
reqgular Med) il did it while= staying within a set bud-
get — very little wiggle room.
That's how the Total Patient Rese-
hlE mie program works, The Health Ser-
wviees Cost Beview Commission decide
1970s INWITHTHENEW OUT WITHTHE OLD i i e ey
Medicams anly etate with Under thie new systam, ki aach ki Meclcns wnd ating itals T year
walver  this agresment. sach sarvice will still have a fxz:ﬁf‘“ﬂd “‘t‘hfah; N ;:ﬁ,"rmrm o and the hospitals figure cut a way to
Is creatad. ptrnrl:.jtﬁ-rg:: tmumra will ba got peid p-a"lruna“Em’ A make up the diffsrence. hospitals care for all their patients within that S EC l l &A
:rmltala mngmfmnrﬁm The more sarvices they ﬂ“{ﬂﬂ?:‘;ﬂpt:ﬂ"*::m” and budget.
St prostded, the mons Lrinsu EIFTES More. The idea is that if hospitals know z i d ; :
hey provide. money they could make. T s with Al Szydlowski, Business Relationship Banker
ey to prowide care, they will look for ) ) N ) )
mh‘m e ways to reduce the amount of care What differentiates SECU Business from the Big Banks?
show the growth Ehicte P“T‘“ ﬂf”‘it s At SECU we cater to Small Businesses. We offer the same products and senices as the Big Banks, but with the
Bk e e e . Iheat It pomien, - Tiprovimg e exceptional service and low cost of doing business you would expect from a community-basad financial nstiution.
costs b WIE st ey thimae o tosp sl In addition 1o the service we offer n our branches, you also have a business banker that will come out to your
WHO IS AFFECTED could do. But they all cost money. The : :
HOW T WORKS keyr — eapccially fhr hongitals whinee business for a one-to-one consultation. We want to know evenything thers is to know about you and your business,
Hospitals should target what are o 50 We can best support in helping you sustain and grow.
The prica a hospital gats called avoldable admisslons: Patlents budget= are limited — is to imvest in
pakd for each service wil LOWER COSTS who come to the hospltal when they high impact changes. D SECU off full suit f bus lucts?
R bt mgiarlo vl et to did’t really need to; who require <Xk o limas Ao, Al Dhens wid oes offer a full suite of business products’
Incresses, to keep hospitals FiRas TR NaTabuE it sisseliasbidnbinin, rivs 5 s ezpalins look for the big things,” said Chief SECU doss offer a full suite of products, We have a variety of depasit products, electranic services, and lending
- mgﬂf;?m mTF';'dE":E patients they treat. iocthes ol aiory iter clechaigs Financial Officer Kim Repac. “What options to assist with your business. We provide the technolagy to make deposits right from your office. Our
s ternd o becauss they did not get the right we found s litticthings that hawe such Business Maney Market Savings account currently yislds more then twics the amount as other institutions, and
the number of people fallow-up care. a cause and effect. You take careof the we offer Commercial Morigages to assist with a purchase or refinance of a property.
caming In. big things, of course, but it's all the
little ﬁﬂﬁﬁ the social issues that are How do | get started with SECU Business Services?
IMPROW ALITY hige drivers.”
COMMUNITY PARTHERSHIPS - mdmlm - Eﬂﬁ"m fear Vo exaimple, dliorly patients witl Learn more about SECLI's Business Products and Services, watch 4 testimanial videa,
Hi wian't b abls to do it o loewer readmissions t Iretead, g : .
to fome stronger partnerships pay mﬂfﬂﬁm;::;;“"ﬂt n:::ﬂnh ﬂﬂ;;ﬂﬂfn bounce between the hospital and a Click secumd.org/lbusiness
with the cther places pecple happens whan & are away 5 mirsing home, : : :
at care, such as nursl dischamged. by helping them to make budget. About 36 percent of patients dis- Email SmallBizlsBig@eecumd. com f
: i sche secC
homes. rehabilitation facilities schadule appointments, charged to a marsing home were being Call 410-487-7&77 u
and primary care doctors ﬁamhgmmfi:?]ﬂlgaﬂrﬂrpmmm readmitted, which was high com- 3 s A :
afficas. P - sered to the hoapital’s overl read- sckerally insurad by HCLA differant direction
mission rate of 17 percent.
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HOSPITAL

REVENUE = i e

Total hospltal revenus per - 2 Q00 $2.M8 52,345
A plta ls the armount of £3 002

roney hospltals samed per
Maryland resident. Year-to- 1500

year growth in psrcaplts

revanue I the number $1.318 FLAE NLERE
regulators will b= paylng 1000

attantion to. The new systam Q.04%
limilts groweth In per caplta 500 T.0BY

revenue to 358 percent a T34%
year. Hospltals would heaws

passed the test in 2013,

when revanue grew 2.53 0
parcent, but not in 2012,

BALTIMORE BUSINESS JOURMAL

TOTAL REGULATED
HOSPITAL REVENUE

In Billions of dollars

hen the growth rate
B A 02 03 ‘04 05 D8 ‘07 08 08 Aq0
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#blzwomenMentor
Check out the mentors who will be attending the event! ing
Karen Barbour Patricla Cage Glenda LeGendre Debbie Phelps
The Barbour Group CHIZ Stevensan Unlwersity Baltimore Courtty
Angela Barnett Barb Clapp Karyl Leggla Public Schoal
Better Business Bureau Barb Clapp Communications  Loyola Unieerstty Maryland Bonnle Phipps
Buffy Beaudoln-Schwartz Jonl Danlels Julie Lenzer Kirk 5t. Agnes Health System
Baltimore Area Grantmakers  Danlels B Assoclates Maryland Certter far Sharen Plnder
Monyka Berrocesa Karen Deeley Entreprensurship Spectal Secretary of Minorty
MyCityd Her.com MacKenzie CRE Eendall Ludwig gzmr;.::ht:mnre oty
Jennter Bodenslek Bonnle Heneson CurlyRed
Junlar Achlevement of Bannie Hanesan Eristen MoGuira :‘:‘;h'-'; p‘ﬂ%‘lr?ﬂ
Central Maryland Communlcations Balt more Collegetown M;::Ii?m abetes
Pat Bosse Sandy Hillman Network i
Niotre Dame of Hillman PR Content McLaaghlin H"E'lh Eth! .
Maryland Linwersity Julla Huggins Maclaughlin law E i
dntta Brightman Clgna Julie Mercer ‘Iur::j'_{‘ u:frltﬂ!rll
& Bright Idea Jodi Hume Bon Secour Health System s
Barbara Brotman Kaylor The Business of Life Dir. Aedonda Matler :i:*r:.{:;: E;:';Ebgr
Fooftop Communications Cara Joyce Johins Hopkins University o e
Betty Buck Urban Plrates Patricla J. Miechell il ok
Bucks Distributing Amanda Karfaks grpn[ate Board Director & Greibo Media
Mistl Burmelster Vitamin msu tant Syivia Teense
Inspirien LLC Susan Katz ;hee:].a LHurchy' T Rowe Price
Eimberly Burns Susan Katz Advartage UNERDy. S Jerwy Tromssl
EWI Alrport Vonda Pet
L EE‘SE Larade [rer;ﬂ:ive ke;:r;-usnlncl American Heart Association

Monday, April 7, 2014 - 7:30 AM-9:30 AM

Grand Historic Venue

225 Marth Chares 5., Bakimare, MD 213501

Reglster Today at www.ba ltimorebusinessjournal.com/events/106751
Contact Nicole Copeland | 410-454-0528 | ncopeland@bizjournals.com
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BEFORE AND AFTER

The mesn important aspect of
Mary bond™s Medioare walver
hos e changed — the stare
i sl haoe unesual cortrol
over hospltal payment. Bl
that's abood all that™s staping
the same Here are some of the
higoest changes.

BEFORE
¥ Hospitals are pald on a fee-for-
sarvice basls, or par sarvice.

AFTER

* Hospital revenue Is capped to
2.58 paercant. Revenua growth Is
tled to state economic growth.

BEFORE

* Hospltals have an Incantive
to admit more patlents, order
moretests and parform mora
procaduras,

AFTER

*# Hospltals have an Incentiv to
reduce the number of patlants
treated by Improving the care they
recalva In the hospltal and after
discharge.

BEFORE

F Hospitals' responsibility for patlants
Is primarlly while thay ara Intha
hospital.

AFTER

# Hospltals will stay Imvolvad In
patilents” care after theyTe gona.
Dolng so will make sura thay
follow care Instructlons.

BEFORE

+ Hospltals compeata with othar
care cantars, such as clinics and
ambulatory care facilities for
patlents, or business.

AFTER

# Hosplttals will collaborate with
other health care businessos to
traat patlants.
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