


The Massachusetts Health Council

The Massachusetts Health Council is a nonprofit, nonpartisan, statewide organization of more 
than 150 governmental and voluntary agencies, consumer and advocacy groups, professional so-
cieties and private corporations committed to improving and protecting the health of the citizens 
of the Commonwealth. The Council is a forum for health care leaders, who are often on opposite 
sides of health care policy issues, to come together to make a difference in improving health.

The mission of the Massachusetts Health Council is to:

•	 Inform and educate members and the general public

•	 Foster communication and cooperation among the health care community

•	 Sponsor forums for the debate of public health issues

•	 Review and take positions on proposals that safeguard health and promote wellness

•	 Provide a clearinghouse for ideas that generate opportunities and enthusiasm for  
feasible solutions to the common goals of improved health for the state’s populations.

Since the inception of the Council 87 years ago, it has helped shape public policy in  
fulfillment of its mission. For more information about the Council,  

please visit our web site at www.mahealthcouncil.org.
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Introduction 
 

 
On Tuesday morning, March 13, 2007, Ralph Fuccillo, President of the Massachusetts Health 

Council, welcomed more than 400 prominent and influential stakeholders to an open discussion on the 

rising cost of health care. The group included representatives from the business community, state and 

federal government, trade associations, consumer groups, insurers, providers, and public policy advocates 

from prestigious academic institutions. The purpose of this open, non-partisan forum, Fuccillo said, was 

to “share ideas, if not always agree” and to take steps in working through what all acknowledged were 

highly complex, interrelated social, economic, and political issues.  

 Opening Remarks  
 

 
JudyAnn Bigby, MD — Secretary, Executive Office of Health and Human Services, Commonwealth 
of Massachusetts 

 
In comparing state budgets, Massachusetts carries “the dubious distinction” of having the highest 

per capita health care expenditures in the nation. Between 2000 and 2004, health expenditures by the 

Commonwealth grew over 8% annually, or about $3.2 billion per year. Since 2000, the disparity between 

Massachusetts and the rest of the nation has widened, both in per capita dollars and rate of increase. These 

costs have reached critical mass; the trends are unsustainable. “The debate about affordability reminds us 

that unless we can control and even reduce health care costs, it is unlikely that everyone will have 

affordable health care in Massachusetts in the long-term. . . . If we knew how to control health care costs, 

we wouldn’t be here today.”  

As part of Chapter 58 (the Massachusetts Health Care Reform Act of 2006), the legislature in its 

wisdom created the Health Care Quality and Cost Council. The Council is charged with creating and 

coordinating implementation of health care quality improvement goals while lowering or containing the 

growth in health care costs. Its mandate also includes improving quality of care and reducing racial and 

ethnic disparities in health. Helping consumers make better-informed choices (“consumer-driven health 

care”) is an important strategy. It assumes that when consumers are at risk for out-of-pocket expenditures 
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and are empowered with knowledge about benefits, risks, and relative costs to support health care 

decision-making, they will be incentivized to make cost-conscious decisions and will, ultimately, drive 

down the overall cost of health benefits. 

 Other state-endorsed strategies include better management of chronic disease, especially for those 

segments of the population who consume a disproportionately high proportion of total health care 

expenditures, and reduction of duplication and inefficiencies in government reporting systems. Also seen 

as very important is the encouraging of people to engage in healthier lifestyles, which will, presumably, 

save considerable money in disease management but will, predictably, take a long time for results to be 

visible.  

Keynote Address 
 
 

“The Rise in Health Care Spending and What to Do About It!” 
 

Kenneth E. Thorpe, PhD — Robert W. Woodruff Professor and Chair, Department of Health Policy 
and Management, Rollins School of Public Health, Emory University 

  
 

 “Follow the money!”  

The money trail reveals that over the past 15 years significant changes in clinical characteristics 

of patients have led to dramatic shifts in the distribution of health care spending. Data for Massachusetts 

are consistent with this overall picture. In the Commonwealth, about 75% of total health care spending is 

linked to chronically ill (often, multiply so) patients. The chronically ill receive approximately 56% of all 

clinically recommended medical care. The rise in prevalence of treated disease (e.g., diabetes, 

hypertension, hyperlipidemia, etc.) accounts for about two-thirds of the growth in health care spending, 

and “the rise in obesity prevalence (which doubled) has accounted for nearly 30% of the growth in health 

spending over the past 20 years.” These data “indicate a clear need for restructuring how we deliver and 

pay for health care services in Massachusetts.”  

While patient characteristics have changed, the payment delivery system has not.  It’s still stuck 

in a 1965 model that was focused on hospitals as the delivery sites, not designed to address patients with 
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multiple chronic illnesses, but rather patients with acute illness.  Today there are 200,000 fewer hospital 

beds than 15 years ago.  There has been a shift by hospitals in the allocation of resources into ambulatory 

care and drug treatment to treat the types of patients coming through the system today.   

Rather than consider the changes in clinical characteristics of patients, most discussion of health 

care spending has focused on benefit design and health insurance or co-pay deductibles.  However, health 

care reform must emphasize two major areas: delivery and quality of care. A systemic component must 

address how care is delivered and paid for in the US, including how to make it affordable for the insured 

(which makes up 85% of the population).  Secondly, reform must improve the quality of care delivered to 

people and address gaps in care for all patients by integrating the uninsured into the system.   

Hospitals are becoming proportionately less important, due to the increase in the numbers of 

patients who are chronically, not acutely, ill. In 1987, hospitals accounted for 45% of total spending; in 

2003, 36%. Over the same period, prescription drugs and ambulatory spending increased from 5% to 

12.3% of total spending. “Yet the way we pay for and deliver health care to patients in the 21st  has not 

changed.  [It is] still based on a 1965 model”… a fee for service system, Medicare being the “worst 

offender.” 

Prescription drugs dominate the current expenditure profile for treatment of key chronic 

conditions versus in-hospital care. 

 In-hospital care Prescription drugs 
Diabetes 19% 44% 
Mental disorders 17% 40% 
Hypertension 14% 54% 
Hyperlipidemia 3% 72% 

 
 
These and other data strongly suggest that prevention-based primary care (especially for the 

chronically ill) must be “the centerpiece of the delivery model. . . . This is where the money goes.”  We 

need to provide care in an integrated delivery model but the challenge is that the model doesn’t exist.  We 

have a fragmented, unconnected, independent delivery approach by no one’s fault.  Reform needs to 
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consider what best practice is and come up with delivery innovations to better support the chronically ill 

and to put emphasis on prevention.   

 How to make health care more affordable? By building “a modern delivery system designed to 

provide cost-effective care to chronically ill patients.” In turn, this will require: (a) a modern IT 

(Information Technology) infrastructure; (b) new approaches for paying primary care physicians; and (c) 

financial approaches and tools (i.e., economic incentives) for engaging consumers in their own health care 

in order to increase patient compliance, which itself is “a major issue.”  Other affordability issues include 

introducing a single claim form, developing a blueprint of health parameters to ensure minimum 

standards of quality, instituting an automated patient reporting system to reduce errors, and moving 

toward universal coverage.   

Changes will not happen by themselves but rather evolve as we revise the way health care is paid 

for, putting emphasis on best practices for health promotion and prevention in order to change the 

characteristics that are driving the chronically ill.  As a possible model for change, Catamount Health, 

Vermont’s state-funded insurance program for the uninsured that focuses on managing chronic illnesses, 

was described and discussed. 
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Panel One Discussion 
 

“How Did We Get Here – No End in Sight?” 
 
 

Moderator:  
James W. Hunt, Jr. — President and CEO, MA League of Community Health Centers 
 

In Massachusetts, we are talking about transitioning the health care system where every man, 

woman and child that is eligible will have health insurance benefits and will have access to care.  Our 

panel this morning will address ways to control costs and care management in this health care transition 

economy.  Hopefully, this panel will not only stimulate your discussion, but, in fact, inform it.   At the 

end you will have the opportunity to ask questions to these sector leaders regarding the effect rising costs 

have on their sector.  

 
Brian Rosman — Research Director, Health Care for All 

 
Health care represents about 37 percent of the state budget, so every increase of 10 percent in 

health care costs translates to a 3 to 4 percent increase in the overall budget, which is unsustainable. Mr. 

Rosman agrees with Dr. Thorpe that health care reform will not work unless we do something serious 

about health care costs.  Echoing Dr. Thorpe’s comments, the focus must be on chronic care and the 

payment system.  The problem is the disconnect between what the system pays for and what patients 

really need. Rosman focused on a couple of recommendations that are proposed in a legislative agenda 

filed by Senator Montigny and Representative Marzilli to deal with the cost issues. The legislation 

proposes an agenda that focuses on “a really robust chronic care self-management program” with 

extensive state resources behind it. In doing so, the state must offer incentives to providers to improve 

care coordination. Mr. Rosman recommends a single payment for a year-long course of care, so providers 

have the resources they need up front, rather than, as currently, payment for episode-by-episode. One 

example of care coordination that works very well is the state SCO program (Senior Care Organization) 

whereby a single payment from both Medicare and Medicaid is put together to provide comprehensive 

integrated support for seniors.  The legislation proposes expanding the SCO program for dual-eligible 
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disabled people as well as seniors.  Also, he addressed the issue of cost sharing and co-payments.  The 

proposed legislation recommends no co-insurance or cost sharing charge for chronic disease care and 

preventive care, but rather utilizing positive incentives. In closing, Mr. Rosman touched on the decrease 

in state funding for prevention programs over the last six years, as in The Tobacco Control program; 

inquiring where the payers have been on promoting wellness and integrating primary care and chronic 

care on self-management.  Lastly, Rosman touched on the largely ignored sector of dental health care, 

noting that our Medicaid program has a dysfunctional dental system and the Commonwealth Care 

program does not include dental coverage for people above the poverty level.  Stating that it’s time for a 

much more aggressive intervention in dental care, Mr. Rosman feels that such a program would benefit 

the overall health of our residents.  

  
Kenneth Peelle, MD — President, MA Medical Society 

 
 Physicians are not happy either with the current cost of medical care. However, it’s important to 

understand that “we are victims of our own success.”  Since 1900 life expectancy in the US has doubled 

from about 40 years old to 80 years old.  While this is positive, the rise in population is one of the factors 

straining our health care system.  In looking at how we got here, Dr. Peelle identified four major trends 

that have changed health care over the last century.   

• The first is in the area of therapeutics, or how we take care of patients.  Today drugs play a larger 

role in health care, both prescription and non-prescription drugs. We’ve moved from the 

discovery of penicillin in 1928 to chemotherapy to the new wonder drug, Avastatin, which costs 

$8000 a month.   Likewise, in surgery we’ve progressed from exploratory surgery to minimally-

invasive and replacement surgery 

• The second major trend, diagnostics and the diagnosis of diseases, relates to the rise in diagnostic 

imaging.  Looking back just 35 years, there were no CAT scanners, no MRI scanners and 

ultrasound was very primitive.  Now with the current diagnostic imaging tools and laboratory 

testing, which have improved the rate and accuracy of diagnosing a patient’s condition.   
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• The third trend is the arrival of widespread (though not universal) health insurance coverage.  

World War II saw the initiation of health insurance which was originally conceived as a 

catastrophic insurance.  The payers of health insurance have changed from individuals to mostly 

employer-based payment and the coverage has moved from catastrophic to first dollar coverage 

and is still evolving.   

• The fourth trend, the reimbursement system, is noteworthy because it has remained largely 

unchanged. Our reimbursement system, is based on common procedural terminology codes, (CPT 

codes), that were developed by the American Medical Association.  This method works quite well 

for providers who do procedures like CAT scans or surgeries, but not for cognitive specialists. 

The problem is that whenever there is a movement to cut the cost of health care by decreasing 

physician fees, the response by physicians has been to increase volume.  That’s easier for a 

proceduralist to do than a primary care doctor, thus their payments have fallen behind other 

specialists.   

While those are the trends that got us where we are currently, there is some argument over what 

we can do about it.   More information technology to do cost-benefit analysis is needed because we have 

to understand more about the care that we’re giving, what is worthwhile and what is not. The FDA must 

move beyond just approving drugs based on safety and efficacy, but also consider their cost benefit.  

Likewise, although doctors have long been advocates for their patients, they must realize that sometimes 

what’s best for a particular patient may not be best for society as a whole. The increasing age of the 

population and the constant advancement of medical technology will continue to put pressure on the costs 

of medical care and force a discussion about how to say no to unlimited care in a rational fashion. 

There is agreement that prevention (emphasizing personal responsibility) should be a major focus 

to slow the rise of health care costs.  Approximately 35% of the deaths in the US right now are related to 

lifestyle habits, i.e. smoking, overeating and lack of exercise.  The challenge, as Dr. Peelle sees it, is how 

do we realign the reimbursement system that we have now to focus on prevention? 

 




