Responses to additional benchmarking questions submitted in the Spring of 2023.  All responses reflect the status of June 2nd, 2023.

1. Can the staff provide trended results for attainment for 2018 – 2021 by year for both Medicare and Commercial benchmarks?

We anticipate including files in the 2021 release that will include this capability. 2021 data will be released during summer 2022.

2. Can the staff provide growth in TCOC from 2013 – 2022 (or most recent available) by year? This would allow hospitals to see if the attainment is providing credit to hospitals who have had improvement.

We do not have commercial data prior to 2018.     The attached file shows Medicare growth by PSAP from 2013 to 2018.  This metric was used in the Full Rate Application policy.   Note the 2018 numbers do not tie exactly to those used in the benchmarking due to small differences in the query timing and parameters.  However, they are very similar.   These amounts are not adjusted in any way.  Attachment:  2013 to 2018 PSAP MC FFS Trends.


3. Can the staff provide a comparison of the number of beneficiaries in each benchmark county compared to total FFS beneficiaries for 2021?  This will help determine if the 5% representative sample is applicable at a county level – there is some concern that the 5% sample may not be representative in small counties.

The number of beneficiary months in each county in the 5% sample can be found in the appropriate column on the FIPS tab.  The total Medicare FFS beneficiaries by county is available from CMS. 
4. In the work papers from Mathematica for the Medicare benchmarks, there is a table that supplies summary results from a series of regression models, and the staff concludes that the results are not sensitive to the various specifications. Can the staff make available the detailed regression specifications and diagnostics for review?
See attached file, Table 3 Fit Statistics.   
5. Were similar regression models tested in the Abt work for the Commercial benchmarks, and if so, can those results be made available for review?
Similar work was not performed because (a) the primary concern seemed to be with the Medicare data, (b) it was assumed commercial data would yield similar results and (c) the Medicare wage index is not an appropriate adjuster for commercial data.

Methodology Questions

1. Has the staff modeled the impact of a direct labor market adjustment for benchmark counties because the Medicare Hospital Wage Index impacts Medicare payments nationally? A direct adjustment would set the benchmarks at an index of 1.0. Since there are concerns with the Maryland values of the Medicare Hospital Wage Index, has the staff considered replacing the Maryland Medicare Wage Index with the labor market index used in the ICC Calculation to adjust the National benchmark for each county in Maryland?
  
Staff modeled a direct wage adjustment using Medicare Hospital Wage Index values for Maryland and benchmark and the answer fails a face validity test due to the distorted Maryland values and also adds considerably to the measured variance (i.e. Maryland’s per capita cost premium increases from ~$700 M to ~1.3 Billion).  Staff have not modeled substituting Maryland values with HSCRC wage indexes because (a) there are not necessarily comparable and (b) it does not resolve the circular reference resulting from using Maryland hospital wages, which are a function of the model, in a calculation of the impact of the model.


2. Does the staff plan to revamp the wage index for Maryland hospitals based on their Medicare submissions, given that the Maryland labor market index was suspended years ago?

Staff are researching the drivers behind Maryland’s distorted Medicare Wage Index values.  Staff do not have any plans at the moment to revamp reporting.
3. Why has the staff determined that the wage index variation in benchmark counties is acceptable when the staff uses a state-generated wage index to correct for substantially smaller variation across Maryland hospitals for internal efficiency measurement?
The benchmarks use Median Income in peer selection and demographic adjustment and Regional Price Parity in peer selection.  Both these metrics will have considerable co-linearity with wage indices.  Staff have shown that adding an independent wage index measure does not add significantly to the model.   The benchmarks are used to relatively rank hospitals not to make dollar-for-dollar adjustments.   There is no basis to conclude that adding additional complexity to the model would materially change the outcome.
Also, Staff notes that the impact of wages is muted in the ICC by the grouping of hospitals into just two labor markets meaning that the methodology does not adjust at a granular level as is suggested in the questions.
4. Can the staff explain the rationale as to why the Maryland TCOC amounts are calculated based on a weighted average, but the peer group counties are a straight average so counties with small beneficiaries received the same weigh as larger counties?  
Total Maryland TCOC amounts are calculated by weighting based on Maryland county populations because calculating a Maryland total by any other means would be inaccurate.  Benchmark counties are chosen based on their similarity to Maryland counties.   Staff does not believe that if two counties are otherwise equally similar it is appropriate to weight the larger one more heavily.  As some national urban counties are significantly larger than most of their peers, weighting based on beneficiaries would result in these counties receiving a very large weight.  For example, two of the twenty peer counties would account for over 1/3 of the weight in the Medicare benchmark for Baltimore City if the counties were weighted on beneficiaries.   
6. What is the rationale for constructing national peers for Maryland geographic regions under the Medicare TCOC benchmarks when the ICC and Integrated Efficiency methodologies have eliminated the use of peer groups (except for the AMCs) in the internal measurement of hospital efficiency?
One of the goals of the benchmarking was to create peer groups for each Maryland county in order to understand where they stood with respect to peers at a more detailed level (e.g. 15th percentile versus 45th percentile) rather than just the variance from average.  Staff also thought that the peer group approach might be conceptually more appealing to users than a black-box type regression approach given the challenge of a limited number of possible peers, faced in the efficiency methodology, does not exist.    However, Staff notes that a regression-based approach was taken by Mathematica in the evaluation and that it would be a valid approach and will be reconsidered when the benchmarking is refreshed.   

7. Medicare payments are wage adjusted. Has the Commission Staff (or the Commission's contractors) modeled the impact of including a direct labor market adjustment in its methodology, whether using the Medicare Hospital Wage Index or any other wage factor of the Commission's choosing? If not, why not, especially in light of the fact that the Staff's ICC methodology includes a direct labor market adjustment when comparing Maryland hospitals among themselves? If so, please provide the results. (We note that the Commission Staff has indicated that it conducted additional analytics to evaluate the use of wage factors in addition to or instead of median income, but none of the alternatives tested appeared to involve the Medicare Hospital Wage Index, and none of them appeared to use a direct adjustment of any alternate wage factor.)

We have not adopted a model using hospital wages as they are a product of the healthcare system and should not be part of a comparison with national benchmarks which is intended to estimate Maryland costs in the absence of the current healthcare system.   In contrast the ICC compares hospitals with each other within Maryland and we are focused on relative costs within the existing system not a comparison to other systems.   As discussed in our February 2022 memo we have modeled other wage indexes, as they are more applicable to adjust for "input prices" to the healthcare system rather than prices generated by the health system. In that memo we describe various models using various Bureau of Labor Statistics (BLS) wage measures as part of a regression approach as well as incorporating BLS in the matching algorithms.   As input prices are not directly reflected in payment amounts a "direct" adjustment was not used because it is too deterministic (removing a dollar for a dollar) and not applicable for these measures. "Direct" adjustment is more appropriate if the correlation is very strong (such as HCC) or payment values are reliably quantifiable (Medical education). 


8. Why has Commission Staff concluded that median income for each county can serve as a proxy for labor market costs when healthcare services represent only about 20% of the employees that comprise the median income of a particular area, which means that median income does not adequately reflect the actual labor costs that hospitals incur (which are then reflected in prices)? (As indicated in our petition, the remaining 80% of employees in an area can substantially impact that area's median income, as is the case in Wicomico County, which is dominated by low wage occupations.)

Median income was selected because it includes other economic factors in addition to labor costs. Staff also notes that Regional Price Parity, which is a measure of local pricing, was also used in benchmark selection but did not produce logical results due to its close relationship with median income in regression estimates and was dropped from the final regression models.  

However, based on industry feedback, as described above and in the February memo, we also modeled various health care and overall labor costs indices in addition to and instead of Median Income in the selection of benchmark counties as well as an additional factors in regression adjustments. The results of each variation were similar to original models.  The goal of the benchmarking was to adjust for socio-economic factors without emphasizing any of the health care market characteristics or outputs as that would lead to a circular outcome where benchmarks predict costs equal to the costs actually incurred. Despite this reservation staff considered the BLS health care market labor index as one of the alternatives in the February memo.  Wicomico does show as having higher labor costs (37% above national average versus 17% in its selected benchmark); it is not clear if Wicomico’s higher wages in the health care sector is a result of Maryland’s hospital rate setting or due to other factors specific to Wicomico’s socio-economic environment.  More importantly, introducing the higher wage for health care workers in Wicomico reflected in the BLS health care market labor index into the demographic regression did not substantially change the results, suggesting this difference was already adequately accounted for by other aspects of the benchmark process. 

9. In light of the Commission's focus on health equity and charge to address health equity and disparities in all of its	policies, did the Commission Staff consider the TCOC benchmarking methodology's impact on health equity, including its impact on the state's most significantly disadvantaged populations, either when developing the methodology itself or when incorporating the methodology's results into financial policies that Staff developed? If so, how? If not, why not? For example:
· Did Commission Staff consider the health equity implications of comparing Wicomico, Worcester, and Somerset Counties (which are among the state's most disadvantaged counties, and which are outliers in terms of having a low TCOC benchmark despite such disadvantages) to counties in states with generally poor health outcomes?

· Did Commission Staff consider how hospitals located in the state's most disadvantaged areas (including the Lower Eastern Shore) would be impacted under a methodology that assessed their performance through the lens of the national health care system?

· Did Commission Staff consider the health equity implications of its regression model in light of the fact that the use of median income to adjust for wage differences made Maryland's wealthier areas look even more favorable in terms of TCOC performance than they otherwise would have been, while not having the same impact on relatively poor, rural communities?


The benchmarking methodology considered health equity through the inclusion of HCC risk scores via a direct adjustment and deep poverty through the regression adjustment.  Both these factors result in higher relative benchmarks for areas that have higher levels of comorbidities and higher levels of poverty.    These factors were used in conjunction with Median Income and Regional Price Parity to balance various demographic factors that underly levels of health spending.  Staff also tested several other factors correlated with health disadvantage and showed that the adjustments described above mirrored the results from other statistics.

As has been addressed in multiple forums the benchmarks did not intend to measure the level of spending necessary to achieve specified health outcomes and thus health outcomes are not directly considered in the benchmarking assessment (which is consistent with the State’s current Medicare test).  

This question extends to whether health equity factors were considered “when incorporating the methodology's results into financial policies that Staff developed”, which would require a review of all Commission policies that utilize the benchmarking, which is beyond the scope of this memo.

Staff notes that what the benchmarking shows, which is consistent with other available analyses, is that the added Medicare costs in Maryland are concentrated in rural areas and the Baltimore area.   Therefore, the State has already implicitly made the judgement to invest extra resources in these disadvantaged areas and all the benchmarking is doing is quantifying the extent of that additional investment.   None of the resulting policies make significant cuts to these additional investments, in the short term, but instead set long-term goals of moving towards benchmark spending levels which will enable the State to meet its CMS targets (for example the MPA targets were set to eliminate the difference over 15 years).  There remains plenty of time for stakeholders to illustrate the benefits of these extra investments by demonstrating superior health outcomes versus their benchmarks, or versus other areas of the State, to justify the additional funding which has already been received.   


10. Did the Commission Staff consider including any price-levelling mechanism in its methodology to neutralize any unfair effects of comparing a rural county anchored by a regional referral hospital (such as Wicomico County) to benchmark rural counties that are likely predominantly served by non-tertiary hospitals?

No Staff did not include such a mechanism.  The presence of a regional referral hospital is an artifact of system design, and the goal of the benchmarks was to estimate costs absent system design.  Similarly, the benchmarks did not limit Baltimore to comparators with two major academic medical centers, as to do so would be to assume a major aspect of cost.  

Also, Staff note that the benchmarks are population based; therefore, the costs of higher-level care are included wherever it is delivered.  If that care is being delivered at urban medical centers in comparator counties, Wicomico County residents should receive a cost advantage from the presence from the local referral center. The question assumes that all comparator counties are in deeply rural areas where access to tertiary care would be restricted. To test this theory Staff selected the first 5 peer counties for Wicomico (without repeating a State) in the data table released by the HSCRC and calculated their distance from an urban area (Page, Iowa - Omaha, 1 hour 18 minutes; Fayette Illinois – St. Louis 1’20; Suwannee, Florida – Gainesville 1’25; Anderson, Kentucky – Lexington 0’51; Miami, Indiana – Fort Wayne 1’13).  All 5 were within 90 minutes travel time of an urban center where all levels of care would be available.  Therefore, it seems that the availability of tertiary care is not that remote for any of these counties and the presence of an efficient local referral center ought to put Wicomico County in a strong cost position versus these comparator counties if they do not have a similar facility.

Finally, Staff identified 6 counties within the Wicomico County benchmark that have a CMS-qualified Regional Referral Center.   The average cost in these counties was within +/- 2% of the overall average cost in the benchmark counties (the result varies depending on which measure of cost is used).  This suggests the presence of a Regional Referral Center is not definitive in terms of per capita cost.


