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Massachusetts Health Reform in Practice

EXECUTIVE SUMMARY

The Massachusetts Health Reform Law of 2006 expanded Medicaid coverage for the poor and made
available publicly subsidized private health insurance for additional low-income residents of the state. It also
mandated that all but the poorest uninsured residents either purchase private health insurance or pay a
substantial fine (up to $1,212 in 2011). Smaller fines (up to $295 per employee) were also levied on
employers who fail to offer insurance.

Four years after full implementation of the law, Massachusetts has not achieved universal coverage, although
one-half to two-thirds of the previously uninsured now have some type of insurance policy. Most of the gains in
coverage have come from expansions in publicly subsidized insurance. This largely represented a shift of
patients from the state’s former Free Care Pool, which compensated hospitals and community health centers
directly for care of the uninsured, to private insurance plans, which are a more costly way to provide care.
The reform did not lead to a sustained increase in employer-sponsored coverage, but did slow declining
employer coverage. Instead of dropping coverage, employers in Massachusetts have increased cost
sharing,shifting costs on to employees, leading to rapidly rising underinsurance after health reform. The use of
high-deductible plans more than tripled for residents with private insurance, and good insurance coverage at
small businesses all but disappeared over a few short years after reform.

Reform has had a positive impact on access to care in the state, but this impact has affected a modest share
of residents, and for some patients has been negative. For example, some low-income patients who previously
received completely free care under the state’s prior free care program faced new co-payments and
premiums after becoming insured, which impeded their access to care. Reform has not reduced the burden of
medical bills and medical bankruptcy on Massachusetts’ families.

The growth of residents with insurance coverage has exacerbated a primary care shortage in Massachusetts
by increasing wait times for appointments and decreasing the portion of physicians accepting new patients,
creating access problems even for those with coverage. Reform did not reverse growing use of the state’s
emergency departments for care, despite expectations that expanding insurance coverage would reroute
patients through primary care offices. There is no evidence as of yet that expanding insurance coverage has
had an impact on health outcomes or disparities in health outcomes. Reform has also created a financial crisis
for safety net providers that specialize in care for low-income communities and the uninsured, by shifting
resources away from safety net providers while patient demand for safety net care has actually increased.

The public cost of reform has been high, exceeding $800 million in fiscal 2009 for a state with a total budget
of $32.5 billion. However, federal taxpayers paid for the bulk of the law’s public expenses. The state has
made a broad range of cuts to the original law in order to its keep costs down, cutting back coverage for
over 30,000 documented immigrants, curtailing some benefits, increasing cost sharing, and increasing the
share of enrollees required to pay premiums. Substantial funds from the federal stimulus bill were also used to
sustain the reform law, but this was a short-term fix only.

Public payments account for only a portion of the reform law’s costs. A central premise of the law was that the
state, employers, and individuals would all have to sacrifice financially to approach the goal of universal
coverage. This premise of “shared responsibility” for the costs of the reform was in many ways disingenuous.
Although employers, individuals, state and federal government have shared the burden of increased costs
roughly equally, this overlooks the fact that governments pass on their spending to taxpayers, and employers
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pass on their costs to employees. The actual burden of health reform was regressive, with increased spending
after health reform falling disproportionately on lower-middle income residents.

The reform failed to “bend the cost curve” in Massachusetts because it contained no significant cost-control
provisions. Health care costs in Massachusetts are higher than in any other state in the nation, and reform has
been found to accelerate the rising costs of employer-sponsored health care. There is general agreement that
the Massachusetts reform is itself not sustainable without effective cost control.

Massachusetts enjoyed favorable circumstances at the outset of reform, such as previously high levels of
spending on health care for the poor, high personal incomes, and relatively low rates of uninsurance. Without
controlling costs, national reform will run up against the same difficulties as Massachusetts: growth in public
insurance coverage will prove unsustainable and will accompany the rapid erosion of private insurance
benefits, while modest gains in access to care will be threatened in the short term by unsustainably high costs
that are increasingly shifted on to patients.

While Massachusetts health reform has enjoyed support from a majority of residents in the state, that support
has declined since national health reform instigated a broader debate over alternatives to the Massachusetts
plan. Moreover, while residents support the Massachusetts reform law over no change at all, they have
expressed increasing skepticism that the law is working for vulnerable communities, and more residents report
that the law is hurting them than helping them.

We believe that the data in this report should give pause to those concerned with national health care reform.
Although not without its successes, the Massachusetts reform has not addressed the fundamental deficiencies in
the health care system — treating symptoms rather than causes — and even its modest successes are
unsustainable for the state and Massachusetts residents.
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INTRODUCTION

In 2006, under the leadership of then-Governor Mitt Romney, Massachusetts set out to fundamentally change
how it financed health care for the poor, greatly increasing the availability of insurance while decreasing the
use of free care by the uninsured. A major impetus for the reform came from the Bush Administration, which
insisted that the state reduce block funding of indigent care through the state’s free care pool, or forfeit $385
million in federal Medicaid funds.'In addition, there had been considerable activism in the state by supporters
of universal health insurance. A campaign to put a statewide referendum question on the ballot, which would
amend the state’s constitution to establish health care as a right that must be protected by the legislature —
modeled on the constitutional right to a public education established first in Massachusetts — was nearing a
final vote in early 2006. A second campaign to place a binding question on the ballot, which echoed in many
ways the law that passed except with a stronger employer mandate and no individual mandate, was also
poised to submit final signatures as health reform began moving through the legislature.?

On April 4, 2006 the Massachusetts legislature passed into law An Act Providing Access to Affordable,
Quality, Accountable Health Care as Chapter 58 of the Acts of 2006 (often referred to as “Chapter 58”).
Passage of the law marked the ascendance of the health care industry as the dominant business lobby in
Massachusetts — replacing the financial services industry, which previously led the states’ business
coalitions.®Outlines of the Massachusetts model were first introduced in a series of studies commissioned by the
Blue Cross Blue Shield of Massachusetts Foundation — created in 2001 by the state’s dominant health
insurance company — and Pariners Health Care, the state’s largest hospital, titled the “Roadmap to
Coverage.” The Roadmap studies recommended combining an individual mandate with an employer mandate,
Medicaid expansions, subsidies for low-income uninsured, and an “exchange” for those individually purchasing
private insurance.* This model of reform represented a vision of universal coverage highly favorable to the
health care industry: health insurers stood to benefit from the individual and employer mandates, which
compelled the uninsured to purchase private health insurance. Furthermore, the state’s dominant hospitals
sought through reform to increase their Medicaid reimbursement rates, and to cut free care payments to
safety net hospitals (which were paid for by fees imposed on non-safety net hospitals and insurers).

At the time of passage of Massachusetts health reform, the number of uninsured in the state was estimated by
a state survey at 550,000 and by the U.S. Census Bureau at 657,000. With no more than 10.4 percent of its
population lacking coverage (one-third lower than the 2006 national rate of 15.8 percent) the state’s
circumstances were believed to be favorable for health reform.’In addition, the state had two other
advantages: 1) it already spent substantial funds for care of the uninsured, primarily through block grants
from a free care pool to safety-net providers such as public hospitals and community health centers to cover
the costs of free care and medications; and 2) it was relatively wealthy with abundant health care resources,
high personal incomes and a healthy tax base.
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The Massachusetts reform differed from most prior state health reforms, which focused on covering the
uninsured through the expansion of public health insurance for low-income populations, in its emphasis on the
idea of “shared responsibility”: that the state, employers, and individuals would all bear some responsibility
for increasing health insurance coverage.® The key elements of the reform included: 1) expanded publically
subsidized coverage via Medicaid (called MassHealth in Massachusetts) and a new, subsidized private
insurance program, Commonwealth Care; 2) a pay-or-play provision fining employers who do not cover their
workers; 3) the creation of an exchange to assist individuals with the purchase of insurance; and 4) a statutory
“individual mandate” requiring most non-poor adults to purchase private health insurance policies or pay a
fine.

On passage of the reform, then-Gov. Mitt Romney declared, “Every uninsured citizen in Massachusetts will
soon have affordable health insurance and the costs of health care will be reduced.”” In this report, we
examine how well the Massachusetts health care reform has lived up to this promise. There has been an
accumulation of data over the five years since the reform was enacted on many aspects of the reform, some
collected by the state itself and some from independent sources. In this report, we bring together as much of
this data as possible to assess the effects of the reform on the following: 1) the impact on the number of
uninsured; 2) the impact on the state’s safety net; 3) the effect on employer-sponsored insurance; 4) the
impact on financial barriers to care and out-of-pocket costs of care; 5) the impact on emergency department
use; 6) the effect on health care disparities; 7) public opinion of the reform; 8) costs of the reform and
whether these were born fairly; and 11) whether the reform is sustainable.

The outcomes of the Massachusetts health care reform have important implications for national policy, since
the national health reform law — the Patient Protection and Affordable Care Act — signed into law in March
2010 is modeled closely on the Massachusetts reform model. The media has, in general, accepted the
selective data presented on Massachusetts health reform by the state and organizations with a vested
interested in reform, with very little independent investigation. This has had a profound national impact as the
touted success of the Massachusetts reform model was instrumental in its adoption on a national scale.
Throughout this report we also include examples of the distorted media coverage of the reform.

Mass-Care / Massachusetts PNHP




Massachusetts Health Reform in Practice

THE MECHANICS OFTHE MASSACHUSETTS REFORM

The reform law authorized the development of an independent state agency, known as the Connector, to
implement the reform. The Connector offers a menu of insurance options and serves as an intermediary to
assist individuals in acquiring health coverage. It manages two similarly named but different health insurance
programs, Commonwealth Care and Commonwealth Choice.

Commonwealth Care is a subsidized insurance program for Massachusetts adults earning less than 300% of
the Federal Poverty Level. (In 2011 the FPL for a single individual was $10,896 and for a family of four
$22,356.) Commonwealth Care insurance is available only to people who do not have access to employer-
sponsored insurance or Medicaid and who meet certain residency guidelines.

The Connector also manages the second program, Commonwealth Choice, which is a menu of commercial, non-
subsidized insurance policies available to individuals earning 300% of the FPL or more, and to small
employers. The Commonwealth Choice program resembles the Federal Employees Health Benefits Program
(FEHBP) in that it provides a menu of regulated, private plan options. However, it differs from FEHBP in that
enrollees must pay the full insurance premium and they receive no subsidies.

In addition to managing these two programs, the Connector is charged with developing several policy and
regulatory components of reform. Among its most important policy tasks are the establishment of the benefits
packages and premium contribution schedules for the Commonwealth Care program, the development of
regulations defining what constitutes coverage for purposes of the mandate, and the construction of
affordability guidelines.

The state extended subsidized coverage to low-income residents by expanding access to Medicaid and by
subsidizing Commonwealth Care, a group of private insurance plans available to Massachusetts residents with
incomes less than 300% of the federal poverty level (FPL) who are not eligible for Medicaid, but excluding
workers who turn down employer sponsored insurance (ESI), undocumented immigrants and legal immigrants
who have been in the U.S. for less than 5 years. Residents with incomes below 150% FPL are eligible for fully
subsidized insurance that requires no premium payments and minimum co-payments for medications, whereas
residents with incomes between 150% and 300% of FPL pay a sliding scale premium and sliding scale co-
payments for medications and services. Four non-profit insurers, two of which are affiliated with the largest
safety-net hospital systems in the state, and one for-profit insurer were selected by the state to offer
Commonwealth Care plans.
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For the Commonwealth Choice program (the unsubsidized menu of plans for those earning more than 300% of
the FPL) the Connector has currently chosen seven large commercial insurers. The Connector classifies the
available commercial plans into four levels: Gold, Silver, Bronze, and Young Adult. The first three levels are
based on the comprehensiveness (i.e. actuarial value) of the plans. For instance, lower-priced Bronze plans
include a $2,000 per person deductible, restrictions on site of care, co-payments, etc. Gold plans resemble
a traditional Blue Cross policy, but are very expensive. The fourth level (Young Adult Plans) offers a slimmer
benefit level with caps on total benefits and is available only to adults 18 to 26 years old.

Employers with 11 or more full-time equivalent employees are required to establish Section 125 plans, which
enable employees to purchase health insurance on a pre-tax basis. In addition, these employers must make a
“fair and reasonable contribution” to their employees’ health insurance costs or pay the state an annual
assessment of up to $295 per employee. The state currently defines a “fair and reasonable” contribution as
having at least 25% of full-time employees enrolled in an employer-sponsored plan and covering at least
33% of the premium cost of the individual health insurance plan offered. These surcharges (which were
predicted to yield $45 million annually but totaled only $5 million in the first year of the program) are to be
used to help offset the costs of reform.

The new law mandates that all adults with incomes greater than 150% of poverty must have health insurance
or pay a fine. The fine is assessed on a sliding scale and in 2011 ranged from $228 to $1,212. The fines
are collected along with the state income tax, and are, essentially, a new tax on the uninsured. The law
allows some taxpayers to avoid the fine based on religious beliefs or if they can show that no affordable
coverage is available.

A small share of the financing for the program comes from assessments collected from employers who do not
offer insurance and fines from individuals who do not purchase insurance as required by the mandate. A
much larger share of the funding comes from funds diverted from the state’s “free care pool.” This pool had
been financed through government appropriations and special assessments on private hospitals and insurers,
and had been used to fund safety-net facilities such as public hospitals and community clinics. These safety-
net providers not only care for uninsured and underinsured patients, but also provide disproportionate
amounts of services that are in short supply in the private sector due to low reimbursement, including
emergency room care, primary care, and care for persons with serious mental illnesses. After passage of the
reform law, a limited version of this program called the health safety net (HSN) continues to reimburse
providers for the costs of medical care for some of the low-income individuals who remain uninsured.
According to the state, HSN is not health insurance and does not meet the individual mandate requirement.
The state has transferred some resources from its General Fund towards the cost of reform, but has
successfully negotiated federal funding to cover the bulk of the law’s unfunded costs.
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IMPACT ON THE NUMBER OF UNINSURED

e Health reform has cut the uninsured population by one-half to two-thirds, largely as
a consequence of replacing the safety net with publicly subsidized health insurance
and implementing the individual mandate.

Public agencies and the media frequently cite the lowest estimate of the uninsured —

which is too low to be accurate — accompanied by the highest estimate of the
numbers of newly insured from a different, incomparable source.

Estimates of the Uninsured

THERE ARE MANY estimates of the newly insured in Massachusetts, but only three are based on data collected
continuously before and after health reform. All have found that the share of uninsured in the state has fallen
by more than half, and stood between 1.9% and 5.6% of the population in 2010 (Figure3.1).8 The state’s in-
house survey registered only a slight drop in the uninsured population during the first year of reform, after
which the state dramatically altered their survey methodology and hired a new research institute to administer
it. This new survey has produced estimates of the uninsured far lower than all other sources.

Figure 3.1: Uninsured Before and After Reform: Five Sources of Data*

012 19739
\ 10.4%
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0.1 <N\ Health
9.3% Reform
9.2% 52
0.08
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0,
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O T T T T T T 1
2004 2005 2006 2007 2008 2009 2010

* Census/ACS = Census Bureau’s American Community Survey; Census/CPS = Census Bureau’s Current Population Survey;

State /CSR = Massachusetts Household Insurance Survey administered by UMass Boston’s Center for Survey Research (2001-2007);
State/Urban Inst = Massachusetts Household Insurance Survey administered by the Urban Institute (2008-);

CDC/BRFSS = Center for Disease Control’s Behavioral Risk Factor Surveillance System (includes only adults, which will lead to
understatement of the total uninsured).

** The CDC/BRFSS data does not include children, which will tend to bias its estimates upwards relative to the other surveys.
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The extraordinarily low estimates of the uninsured produced by the state’s new in-house survey, although they
are the most widely cited, are unlikely to be accurate. In 2008, for example, the state found that 2.6% of the
population was uninsured at the time of the survey, which amounts to less than 144,000 people. However,
according to the Department of Revenue, 150,000 taxpayers reported on their tax forms that they were
uninsured for the entire year in 2008, and an additional 71,000 reported that they were uninsured for part
of the year.?These figures did not include the many additional residents who were uninsured but didn’t pay
taxes.

Lastly, the state also collects enrollment data directly from insurance plans, and has frequently used this source
to report that 400,000residents or more have gained insurance coverage since reform. When these estimates
of the insured are measured as a share of the population, the results are not credible, and not comparable to
the state’s survey estimates of the uninsured: they show the rate of uninsured falling from 7.7% of the
population in 2006 to 0.5% in 2008.10

MOST OF THOSE newly insured following the Massachusetts Health Reform acquired publicly subsidized
insurance. According to state estimates fully 4/5ths of the newly insured in 2010 were receiving public
subsidies, half of whom were enrolled in Commonwealth Care, and the other half in Medicaid.''The majority
of these individuals qualified prior to the reform to receive care through a public safety net program for the
uninsured (the Free Care Pool), which directly reimbursed providers for treating patients. Thus, the “newly
insured” largely represent a population shifted from the Free Care Pool into publicly subsidized private
insurance products administered by managed care organizations acting as third-party intermediaries. The
Free Care Pool served roughly 452,000 patients prior to reform in 2006. After reform, free care coverage
declined to a low of 262,000 in 2008 before beginning to rise again.'2 This implies that most of the newly
insured did not lack access to health care prior to reform, but rather received care through a program not
classified as insurance coverage. Unfortunately, Commonwealth Care coverage has proven much more costly
per person than providing safety net coverage through the Free Care Pool.’3

HEALTH REFORM’S IMPACT on disparities in insurance coverage is unclear. The Blue Cross/Urban Institute
survey of non-elderly adults found that racial and ethnic disparities in insurance coverage had been
eliminated in Massachusetts by 2009. However, the CDC/BRFSS and Census found that disparities for this age
range remained large — either growing or showing no effect from reform, depending on the measure of
disparities used. Disparities by income, gender, and immigration status are difficult to compare across sources,
but where comparable produce similarly contradictory results.(Disparities data presented in Appendix A).
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MEDIA WATCH: ESTIMATES OF THE UNINSURED

It has become commonplace for proponents of the law and the media to cite the lowest estimate of the uninsured,
often accompanied by the highest estimate (from a separate source) of how many residents have gained coverage
since reform.

For example, an April 2011 press release from Governor Deval Patrick claims “more than 98 percent of people
covered,” and in the same paragraph that “more than 400,000 people in Massachusetts had insurance than had
previously been uninsured” as of June 2010.14These figures were then repeated verbatim in a New York Times
editorial on May 20, 2011 defending the law from critics.l>However, these two different estimates of the newly
insured population are incompatible, since the 400,000 newly insured estimate implies a 2.9% uninsured rate.
Both estimates of the uninsured are also too low to be accurate given the number of tax filers reporting they were
uninsured on their annual returns.

It is also common to compare estimates of the uninsured from different, incomparable sources to create the
impression that health reform was more successful than it was. One example of this is comparing the state’s in-
house surveys before and after reform, although the survey was dramatically changed in 2008 to produce lower
estimates. A second example is the comparison of the state’s estimates of the uninsured in Massachusetts with
Census estimates of the uninsured for the nation, although the two surveys define “uninsured” differently and use
very different methodologies, making Census estimates uniformly higher.

For example, on April 12, 2011 Boston Globe reporters commented that “[a]bout 90 percent of Massachusetts
residents had coverage before Romney signed the law, and about 98 percent of residents do now,” comparing the
highest estimate of the uninsured for before reform from the Census (10.4%), with the lowest estimate after reform
from the state’s survey (1.9%).16This is standard procedure for the Globe.

A June 2011 report from the Blue Cross Blue Shield of Massachusetts Foundation presents a graph (reproduced
below) of the uninsured in Massachusetts that embodies both illegitimate comparisons: using data from the state’s
surveys before and after reform (the change in survey methodology appearing as a large drop in the uninsured in
2008, which did not occur in reality), and comparing these estimates with national data from the Census (creating
the appearance of a larger gap between Massachusetts and the nation than actually exists).17

MASSACHUSETTS NOW HAS THE LOWEST RATE
OF UNINSURANCE IN THE COUNTRY
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IMPACT ON EMPLOYER-SPONSORED INSURANCE

e Employer coverage increased briefly after health reform, but returned to pre-reform

levels or lower by 2009.

This general trend masks a decline in employer coverage for low-income residents

eligible for publicly subsidized coverage, off-set by a rise in employer coverage for

middle- and high-income residents who potentially faced mandate fines.

Health reform did not slow declining employer contributions towards premiums for
workers’ health insurance.

Figure 4.1: Trends in Employer Coverage, Two

Impact on Employer Coverage
Sources of Data
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Figure 4.2: Trends in Employer Offer and
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two years following reform, about half of the gains Figure 4.3: Employer vs. Public Coverage of

from rising public insurance coverage of this income Low-Income Residents*

group were lost from falling employer coverage. 20.0% -
However, employer coverage of this income group 60:0% 54.2% 55.6% - °
rebounded somewhat in 2008 and 2009 50.0% 46.1% 15 po
(Figure4.3).20
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accelerated the erosion of coverage they offer to poverty line.

workers after health reform (see Chapter 4 on
Access below for details).

VOICES OF HEALTH REFORM:
Bill Fields, Business Health Care Consultant (2010)

“In Sandwich, business consultant Bill Fields said he has been hired by small businesses to enroll about 400
workers in state-subsidized care since April, because the company owners said they could no longer afford to
provide coverage. Fields said that is by far the largest number he has handled in such a short time... ‘They are
giving up out of frustration’ Fields said of the employers. ‘Most of them are very compassionate but they simply
can’t afford health insurance any more.””??
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IMPACT ON ACCESS, UNDERINSURANCE, AND MEDICAL DEBT

e Underinsurance among the privately insured grew rapidly after health reform,
particularly for small business employees.
Some low-income residents had worse access to care following reform than they did
under the old Free Care Pool.

Modest improvements in access to care were achieved measured by the share of

residents with a regular source of care and the share avoiding care due to costs.

Those directly affected by health reform saw falling out-of-pocket costs, but health
premiums for all residents continued to rise rapidly. As a consequence, a growing
share of residents spent a large percentage of their income on total health care
costs and the number facing medical debt and medical bankruptcy did not decline.

Access to Care

HEALTH REFORM IS most commonly measured by its impact on health insurance coverage, but from the
perspective of patients and providers the only important measure is access to care and affordability of care.
Access to care is difficult to measure because it is a “risk” concept: it measures whether people COULD receive
needed care IF they became ill or injured. Most of the data available on access to care focuses on how much
residents spend on health care or how many avoid care due to costs, which provides information on access
only for the subset of residents currently requiring care.

Health reform appears to have had a modestly positive impact on access to care for most of the newly
insured, particularly those who had no access to the Free Care Pool prior to reform. Several surveys have
found a growth in the share of non-elderly adults reporting they have a regular source of care or a provider
they consider their own (Figure 5.1).23

Figure 5.1: Massachusetts Residents, Ages 18-64, Figure 5.2: Massachusetts Residents, Ages 18-

Reporting a Regular Source of Care, Three 64, Didn’t Receive Needed Care Due to Costs,
Sources of Data* Three Sources of Data*
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* CDC/BRFSS = Center for Disease Control’s Behavioral Risk Factor Surveillance System; Blue Cross/Urban Inst = Massachusetts Health
Reform Survey, commissioned by Blue Cross Blue Shield of Massachusetts Foundation, administered by the Urban Institute; State /Urban
Inst = Massachusetts Household Insurance Survey, commissioned by Commonwealth of Massachusetts, administered by the Urban Institute.
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These surveys also agree that health reform reduced the share of residents who did not receive needed care
due to costs, but the extent of the reduction and the barriers that still remain vary widely from survey to
survey (Figure 5.2).24 Overall, the gains in measures of access were modest.

However, for one group of low-income residents, access to care actually became worse. For those below the
poverty line, Commonwealth Care charges no premiums, almost no co-payments, and has a slightly better
provider network than the old Free Care Pool (which covered care only at hospitals and community health
centers, making access difficult for residents in remote parts of the state, drugs had to be filled at hospital
pharmacies, and some specialty care such as organ transplants were difficult to obtain). For those between
100% and 200% of the poverty line, however, many who had been receiving free coverage with no co-
payments under the Free Care Pool faced premiums for the first time under Commonwealth Care and large
co-payments, which were unaffordable for many with significant health needs (see Table 5.1).25

Table 5.1: Costs and Access Barriers of the old Free Care Pool Compared with Commonwealth Care
Co-Payments by

~ SafetyNetPlan  Free Care Pool  Commonwealth Care (2011)
Income Eligibility 0-200% 0-100%  100-200%  200-300%
poverty poverty poverty poverty
Annual Premium $924 -
(for lowest cost plans) $0 $0 $0 - $468 $1,392
Primary Care Visit $0 $0 $10 $15
Specialist Visit $0 $0 $18 $22
Inpatient Care $0 $0 $50 $250
Outpatient Surgery $0 $0 $50 $125
Emergency Room Visit $0 $0 $50 $100
Generic Drugs $1-3 $1-3 $10 $12.50
Preferred Brand Drugs $3 $3 $20 $25
Non-Preferred Brand Drugs $3 $3 $40 $50
Maximum Prescription Co-Pays $200 $200 $500 $800
Maximum Other Co-Pays $0 $0 $750 $1,500

VOICES OF HEALTH REFORM: Kathryn, Boston MA (2008)

“Under Free Care | saw doctors at Mass General and Brigham and Women’s hospital. | had no co-
payments for medications, appointments, lab tests or hospitalization; the care | received gave me a light
at the end of the health care nightmare tunnel...Under my Commonwealth Care plan my routine monthly
medical costs included the $110 premium, 5200 for medications, a $10 appointment with my primary care
doctor, and $20 for a specialist appointment. That’s $340 per month, provided | stayed well.”*®

DATA FROM THE Massachusetts Medical Society’s annual survey of 1,000 practicing physicians in the state
shows that wait times for internal medicine visits have increased from 40 days (in the two years prior to
reform) to 49 days (in the five years after reform), while the share of internal medicine doctors accepting new
patients has fallen from 65% to 51% (Figures 5.3 and 5.4).27 The survey’s findings are erratic from year to
year, indicating that the data may not be reliable, but trends in both cases have moved in the direction of
decreasing access to primary care. These trends are consistent with what we would expect after health reform
expanded coverage of physician visits to hundreds of thousands of new residents.
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Figure 5.3: Average Wait Time for New Patient Figure 5.4: Percentage of Practices Accepting
Appointment New Patients
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Growth of Underinsurance

THE BEST MEASURE of access to care among the insured population is the quality of coverage.
Underinsurance has risen rapidly among the privately insured since passage of health reform. The share of
private insurance plans with high-deductibles more than tripled after health reform (Figure5.5),28 and small
businesses over the course of just three years have moved half of their workers into the worst allowable plans
— covering less than 70% of costs. Good insurance coverage at small businesses has almost disappeared in
Massachusetts after reform (Figure5.6).2°

Figure 5.5: Private Insurance Plans with Figure 5.6: Share of Medical Costs Covered by Small
High-Deductibles ($1,000+) Business Employees’ Insurance, 2007-2009
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HEALTH REFORM HAS reduced the share of households reporting high out-of-pocket medical costs (costs paid
at the point of receiving health care services), as captured by the Blue Cross-funded, Urban Institute-
administered survey of non-elderly adults (Figure 5.7).30 However, as health reform has not slowed rapidly
rising health insurance premiums, a Families USA survey found that a growing share of Massachusetts families
between 2000 and 2009 spent a large percentage of their income on total health care costs — including both
out-of-pocket costs and premiums (Figure 5.8).3! This growth has been less than for the country as a whole,

though.
Figure 5.7: Change in % of Families with Figure 5.8: Change in Percentage of Families
High Out-of-Pocket Spending with High Total Health Spending
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The share of residents with medical debt, who are paying off medical bills over time, or who file bankruptcy
due to illness or medical costs, has not changed significantly following health reform (Figure5.9).32

Figure 5.9: Change in Medical Debt & Bankruptcy
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* Decline in bankruptcies was not statistically significant.
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IMPACT ON EMERGENCY DEPARTMENT USE

e Visits to Emergency Departments, including preventable and avoidable visits,

continued to rise rapidly in Massachusetts after health reform.

Health reform may have reduced “low severity” ED visits among those affected by
reform, reduced the share of inpatient (overnight) visits admitted through the ED,
and slowed the growth of outpatient ED visits relative to other states.

ACCORDING TO DATA from Massachusetts hospitals, total visits to the Emergency Department (ED) and
preventable /avoidable ED visits were rising rapidly both before and after health reform (Figure 6.1).33
Expectations that covering the uninsured would reverse this trend by providing better access to care outside
the ED were not realized.

Figure6.1: Trends in Emergency Department Use (Indexed to 2004)
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However, several studies have found that reform prevented ED use from growing at even higher rates. One
study published in the Annals of Emergency Medicine found a slightly greater decline in ‘low severity’ ED visits
by those most likely affected by health reform, but only a 1.8% difference compared with the rest of the
population.34 A second, unpublished study looking at community hospitals in the state found that health reform
reduced the share of inpatient (overnight) stays admitted through the emergency room.3%> Another unpublished
study found that the areas of Massachusetts with the lowest insurance coverage before reform saw falling
outpatient ED visits (wWhere the patient leaves the same day and is not checked in) — particularly

avoidable /preventable visits — while the areas with better insurance coverage saw rising outpatient ED visits,
and that reform overall reduced outpatient ED use relative to other New England states.36

The continued rise of unnecessary ED visits, even while insurance coverage was expanding, can be explained

by research findings for the nation and for Massachusetts that uninsured residents are no more likely to make
‘non urgent’ visits to the ED than insured residents, and do not visit the ED for any reason more frequently than
the rest of the population. As a consequence, the state did not make a large impact on patients’ use of the ED
or realize significant savings by insuring them.3”
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MEDIA WATCH: COMMON MYTHS OF EMERGENCY DEPARTMENT USE

Three myths of emergency department use by the uninsured have been frequently repeated by political leaders.
Despite a lack of supporting evidence, these myths are more frequently repeated than challenged by the media:

1) The uninsured drive up taxpayer costs by using the emergency room for routine care.

2) Because it is more expensive to receive care at an emergency room than a physician’s office, extending
insurance coverage to the uninsured will save the state money.

3) Many uninsured people in Massachusetts made enough money to afford health insurance, but chose to “free
ride” by remaining uninsured and receiving free care at emergency rooms when they needed it.

Republican Governor Mitt Romney advocated for an individual mandate in order to require“free riders” to buy in
to the health care system. For example, in a 2006 speech to the U.S. Chamber of Commerce reported in the Boston
Globe, Romney argued that “[E]verybody who doesn't have insurance is getting free coverage from government,’...
citing the number of uninsured people who receive free treatment at hospital emergency rooms. ‘And the question
is, do we want people to pay what they can afford, or do we want people to be able to ride free on everybody else?””
In a 2006 interview with NPR, Romney commented “People who don’t have insurance nonetheless receive health
care. And it’s expensive. When the uninsured get sick or injured, they go to the emergency room, and someone has
to pay for that. In our state that’s roughly $1 billion a year.”38However, the uninsured do not use the ED more than
anyone else, and Massachusetts only paid for the ED visits of low-income uninsured residents prior to reform - the
same residents the state provides subsidized insurance for after reform at a higher cost.

Romney’s Democratic successor, Governor Deval Patrick, wrote in March 2011 testimony to Congress that
“Today... [m]ore people are getting preventive care instead of waiting until they have to go to the emergency
room... We paid for expanded coverage as we said we would, by delivering more care in primary care settings than
in emergency rooms.”3° However, reform at best slowed the growth of ED visits, and providing expanded coverage
to the uninsured has not created savings to pay for reform.

A 2006 editorial by the New York Times titled “Mandatory Health Insurance,” states that “[V]ery few of the
uninsured go entirely without medical care. When they get sick, they typically show up at emergency rooms, where
they get very expensive care without paying... By forcing all residents to assume responsibility for their own health
coverage, Massachusetts should largely solve this ‘free rider’ problem and tilt treatments back toward routine and
preventive care and away from emergency care.”**Boston Globe reporters covering the 5t anniversary of Mass.
Health Reform state as background information that “The law also has quietly extended health coverage to
hundreds of thousands of Massachusetts' 6.5 million residents who would otherwise be forced to seek health care
in emergency rooms or forgo it altogether.”#! The uninsured do forego care, but there is no evidence they over-
utilize emergency departments. The ‘free rider problem’ is a myth: the state paid for only the lowest-income
uninsured residents, and continues to pay for care for the lowest-income residents through a subsidized insurance

policy.
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IMPACT ON THE SAFETY NET

e Safety net institutions serving low-income communities in the state have seen rising

patient demand, but falling public payments following health reform, leading to

financial crises, and cuts to personnel and services.

DESPITE THE DROP in the number of uninsured following health care reform, safety net institutions (community
health centers and hospitals serving large numbers of the uninsured and publicly insured) continued to see
robust growth in patient volumes. The number of patients receiving care at community health centers increased
by 31% between 2005 and 2009 and ambulatory visits to safety net hospital clinics increased by over twice
as much as visits to non-safety net hospital clinics.42However, health reform has been paid for on an ongoing
basis through cuts to the remaining safety net and slashed reimbursement rates for public insurance plans,
particularly Medicaid, which have led to a growing financial crisis for safety net providers.

One promise of health reform is that Medicaid rates — typically lower on average than even the cost of care,
requiring providers to take a loss when serving low-income patients — would be increased. Not only did
promised rate increases not materialize, but Medicaid payments have seen steep cuts for safety net hospitals.
In 2009, Boston Medical Center and six community hospitals unsuccessfully sued the state for crippling
underpayments.#3 Additionally, funding for the Health Safety Net, which can be redirected to subsidies for
Commonwealth Care patients, fell $70 million short in fiscal year 2010, and in the first quarter of 2011 had
fallen short by an additional $19 million.44 Such shortfalls show up as savings to the state budget, but do not
reflect lower costs of reform — hospitals have to pass these costs on to other payers, or write them off as bad
debt, leading to financial losses.

Cambridge Health Alliance (CHA), one of the state’s largest safety net provider networks, implemented deep
cuts in personnel and services in 2009 in response to continued losses, closing down six clinics and all inpatient
services at one of its hospitals. In 2010, CHA announced it was seeking a buyer or a merger, and began
negotiations with Tufts Medical Center to sell its insurance plan, Network Health.#> By 2011 nearly a quarter
of the state’s hospitals posted losses, and many were implementing layoffs while the state attempted to
negotiate bailout revenue from the federal government.4¢

Health reform, initiated largely as an effort to cut safety net payment in the state, has as a side-effect
squeezed hospitals and health centers serving low-income and minority communities.
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PUBLIC OPINION OF HEALTH REFORM

® Massachusetts residents generally support the state reform law and the individual

mandate, although that support has declined since national health reform in 2009.

Although residents support the law’s existence, they have become critical of its

effectiveness — such as in helping the uninsured or them personally — and believe the

actual implementation of the mandate is unfair.

Physicians are also highly supportive of the law’s existence, but when presented with

a range of alternative policies chose the Massachusetts model last.

SUPPORT FOR THE Massachusetts Health

Figure 8.1: Public Support for Mass. Health Reform

Reform law has generally been high, but
declining after national health reform began
moving through Congress in 2009
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However, when asked about whether the law
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care is working, whether Massachusetts reform
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(Figure8.2), and the gap between those who
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believed reform was helping or hurting the
uninsured had narrowed to a small margin
(Figure8.3).48See Appendix B for all data.

Figure 8.2: Perception That Law is
Helping/Hurting You Personally

* Harvard SPH = Harvard School of Public Health poll; State/Urban
Institute = Massachusetts Household Insurance Survey; Blue
Cross/Urban Institute = Massachusetts Health Reform Survey.
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NATIONAL HEALTH REFORM AND DECLINING SUPPORT FOR MASS. HEALTH REFORM

While Massachusetts health reform was not highly politicized - evolving as compromise legislation that was bi-
partisan, and protected the interests of powerful lobbies capable of organizing opposition - national health reform
mobilized interest groups for and against the “Massachusetts model” of health reform.

The summer of 2009 marked the emergence of grassroots opposition to national health reform, as conservative
“tea party” activists confronted Congressmen at district town hall meetings, and images of legislators being
shouted down spread across the country.#When a special election was held in January 2010 for the seat of
recently deceased Senator Edward Kennedy, Republican Scott Brown defeated Attorney General Martha Coakley
on the promise that he would be the tie-breaking vote to filibuster national health reform.5°Polls of Massachusetts
voters found that health care was the most important issue in the race, and a majority of voters opposed the
Senate’s health reform proposal.>! Among the crucial voting bloc - those who voted for Obama in 2008, but during
the special election stayed home or voted for Scott Brown - opposition to health reform was also strong, but they
reported opposing the bill because it did not go far enough, not because it went too far.52

Falling public support for Massachusetts health reform has not been widely reported. A Harvard opinion poll was
initially funded by the Blue Cross Blue shield of Massachusetts Foundation until the onset of national health
reform, when the Foundation terminated its funding. The Boston Globe agreed to fund the same Harvard team to
conduct a scaled down version of the poll, which captured a 10% drop in support for 2009. The lead author’s press
release, however, argued that “[t]he implication of this poll for the national debate is that it is possible to get
continuing public support” for a Massachusetts-style law. The state’s in-house health care survey began polling
residents about their support for reform in 2008. However, when the poll captured a 5% drop in support for the
reform law in 2010, the state’s annual report on health care - which had included public opinion findings in
previous years - eliminated any mention of public opinion for the first time.

PHYSICIANS IN MASSACHUSETTS exhibit a similar attitude towards health reform, expressing support for the
law in general (Figure8.4), but greater criticism of the specific impacts of reform on their practice and their
patients.53 A 2010Massachusetts Medical Society survey asked 1,000 practicing physicians in the state their
preference for national health reform, and the Massachusetts model was among the last choice of
respondents, who preferred single payer reform or introducing a public insurance option (Figure8.5).34

Figure 8.4: Mass. Physicians’ Support for

Health Reform Figure 8.5: Mass. Physicians’ Choice for National Reform
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HOW MUCH DID HEALTH REFORM COST?

e The most commonly cited study on the costs of reform estimated that the law’s costto
the state would exceed $800 million in 2009, declining in subsequent years when
funding to the safety net was slashed. Federal taxpayers have subsidized most of
the costs of the reform law.

Health reform has accelerated the increase in employer premiums in Massachusetts

and driven up administrative costs in the health care system.

While no reliable, exact estimate of the total costs of reform exists, the public and
private costs combined have been high.

MEDIA ATTENTION AND early research focused only on the costs of reform to the state of Massachusetts. A
2009 report by the Massachusetts Taxpayers Foundation estimated that the public costs of reform would
peak at over $800 million in 2009 — of which the federal government would pay half — and decline in 2010
as state funds for safety net hospitals were scheduled to be slashed (Table 8.1).57

Table 8.1: Mass. Taxpayers Foundation Estimates of Cost of Health Reform

Health Care Reform Spending FYO6-FY10 After

Before

($ millions, projections as of May 2009) Reform Reform
FYO6 FYO7 FYO8 FY09 FY10
Actuals  Actuals Actuals Estimated Projected
Spending

Commonwealth Care $0 $133 $628 $800 $880
MassHealth Coverage Expansions, Rate Increases and $0 $224  $355 $452 $487
Benefit Restorations
Uncompensate Care Pool /Health Safety Net Trust Fund $656 $665 $416 $406 $381
Supplemental Payments to Medicaid MCOs $385 $0 $0 $0 $0
Supplemental Payments to Safety Net Hospitals $0 $287 $287 $200 $0
Total Spending $1,041 $1,309 $1,686 $1,858 $1,748
Increase in Spending $0 $268 $645 $817 $707

However, the law has imposed large new costs on residents and employers, and the state has proven
successful at shifting most of its costs onto federal taxpayers. Those costs that remain for the state have been
contained by rolling back the scope of the law.

A study by NBER researchers found that private insurance premiums for individual plans in Massachusetts rose
5.9% faster in the three years following health reform compared to the three years before health reform,
controlling for premium growth trends in the nation as a whole. Premiums for family plans accelerated 1.5%
more after reform, but for small employers (less than 50 workers), premiums accelerated by 14.4%.58
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This may partly reflect a growth of administrative costs in the system caused by health reform. A study
published in the New England Journal of Medicine in 2011 found that employment in the health care industry,
historically rising at slower rates in Massachusetts than in the rest of the nation before reform, accelerated
after reform: rising 9.5% from late 2005 through 2010, compared with 5.5% for the rest of the country.
Almost all of this difference is accounted for by administrative occupations in Massachusetts, which grew by
more than 18.4% over three years, compared with 8.0% for the rest of the country.>°

A 2011 study by the Beacon Hill Institute attempted to estimate the reform law’s broader costs by looking at
growth rates for private sector insurance premiums, Medicaid spending, and costs faced by Medicare
Advantage plans in the state, before and after reform, and compared to the nation. Using 2007 as the first
year of full implementation of the law, the authors found that reform increased the state’s Medicaid spending
by $513 million over the first five years of the law, and increased the federal government’s spending in
Massachusetts by $1.668 billion. This is a modest bill for the state, but a hefty cost for federal taxpayers. The
authors also provide a rough estimate that, compared to previous premium growth in Massachusetts or
compared to other states, health reform in Massachusetts increased private spending on premiums by $3.004
billion to $3.361 billion over the first three years of reform.0

In addition to the extensive costs the state was able to shift to federal taxpayers through health reform,
Massachusetts received over $3 billion in federal Medicaid assistance between 2008 and 2010 from the
American Recovery and Reinvestment Act (ARRA) — more than any other state except for California, Florida,
New York, Pennsylvania, and Texas (all with much larger populations).®!

The state has reduced its exposure to the remaining costs of health reform by disenrolling documented
immigrants from Commonwealth Care in 2009, keeping enrollment numbers down even during rising
unemployment, curtailing some benefits such as dental and eyeglass coverage, using federal stimulus funds,
and other means (see “Is Massachusetts Health Reform Sustainable?” below). Many of these measures did not
control costs but shifted them onto immigrants, CommCare enrollees, or federal taxpayers, illustrating why
state-centric definitions of the cost of reform can be potentially misleading.

MEDIA WATCH: HEALTH CARE COSTS

In publicizing its report on the costs of health reform, the Massachusetts Taxpayers Foundation chose to highlight
an “average annual increase of only $88 million” to the state as evidence that reform was cheaper than widely
believed. $88 million was arrived at by taking only the state’s share of the costs of reform for 2010 (not counting
federal contributions), and dividing that over the four years health reform had been implemented.5?

This is a misleading figure. For example, the entire state budget in Massachusetts for 2010 represented an
“average annual increase” of only $146 million since the state’s ratification in 1788, but this tells us more about
how old the state is than how much it spends, or whether its revenues are adequate to cover its expenses.
Nonetheless the $88 million figure was widely reported as evidence that health reform came at a low cost, and
sources commonly misinterpreted the $88 million figure as representing the total cost of reform per year. A Boston
Globe reporter covering the report inaccurately summarized its findings as showing that health reform “increased
state spending by about $88 million a year.”s3 A Boston Globe editorial published several months later
alsoerroneously claimed that the MTF report had “put the cost to the state taxpayer at about $88 million a year,
less than four-tenths of 1 percent of the state budget of $27 billion. "6+
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WAS HEALTH REFORM A “SHARED RESPONSIBILITY"?

e Individuals, employers, and the state all increased their spending in similar
proportions after reform.
However, new health care spending fell disproportionately on low- and middle-
income residents. Massachusetts health reform protected the lowest-income residents
in the state, but was highly regressive for the rest of the population — with the

heaviest financial burden falling on lower middle-income households

VOICES OF HEALTH REFORM:
Bruce Bodaken, President and CEO, Blue Shield of California(2006)

“Massachusetts mandated shared responsibility... The costs of expanding coverage to all are considerable... the
only way to ensure the sustainability of that expense over the long term is through universal responsibility,
spreading the cost broadly among all sectors of society: individuals, government, and employers.”6>

Tom Daschle (D-SD), Former Senator Majority Leader(2006)

“Massachusetts starts with individual responsibility, but they also say the employer has a role too and that we are
all in this together... The government has a little bit of responsibility, the private sector has a responsibility, and so
does the individual... I think the way they fashion it with everyone having a part to play to meet the obligation of
universal coverage is exactly the way we are going to solve this problem.”66

THE POLITICAL PROCESS out of which Massachusetts health reform emerged also created a new concept in
health care: “shared responsibility.” The reasoning behind shared responsibility is that, unlike previous
attempts to cover the uninsured that relied exclusively on employer mandates, or exclusively on expansions of
public insurance such as Medicaid, a fair and sustainable model of reform would distribute responsibility for
universal coverage — and its costs — across individuals, government, and employers. A study funded by the
Blue Cross Blue Shield of Massachusetts Foundation attempted to measure the extent to which health reform
was shared by these three sectors, and found that the health spending of each had risen by similar shares
(Figure 9.1).%7 This finding that health reform was in practice a shared responsibility, became a highlight of
the law’s fourth anniversary celebrations, and the concept later became central to national health reform.8

The concept of shared responsibility implies that there are three distinct social groups — individuals,
government, and employers — each with their own resources, who will all have to make sacrifices. In reality,
the government’s resources come from taxpayers, and a large body of research has shown that employers
shift virtually all new health care costs onto employees in the form of lower wages. In practice, then, all three
groups that are “sacrificing” draw their resources from the same source: family income.
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Figure 9.1: Change in Health Care Spending by Payer, Before and After Reform, 2005-2007
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THE WORLD HEALTH Organization and other international agencies measure the equitability of health
systems according to their level of “fairness in financial contribution” (or FFC). FFC looks at whether the burden
of health care costs falls disproportionately on low- or middle-income households, and whether residents of all
income levels pay according to their means.®® By this measure, the Massachusetts model is extremely
inequitable. New government spending on health care is as equitable as the state’s tax system — in the case of
Massachusetts, mostly flat. New spending by employers and individuals, though, which is a central tenet of the
Massachusetts model, is highly regressive. Employer play-or-pay provisions come ultimately from workers’
wages, and the individual mandate is paid for exclusively by the uninsured. The Massachusetts model
therefore combines three financing mechanisms: state spending, which is flat; employer-sponsored insurance,
which is regressive; and individual purchase of private insurance, which is extremely regressive. Using this
measure, the Massachusetts model does not embody shared responsibility, and is less sustainable than
expanding coverage exclusively through Medicaid expansions as it relies on revenue from lower-income
families with little disposable income to spare. The Massachusetts model of financing health reform did prove
to be politically practical, as more equitable financing options could have resulted in the mobilization of
wealthy interest groups.

Using data from the Blue Cross study that found health reform had in fact embodied shared responsibility, we
allocated new spending by individuals, government, and employers across family income quintiles. We found
that the lowest-income households in the state were protected by health reform, as they qualified for free
health insurance, and employer-based coverage for this group actually dropped immediately following
reform. Above this very low-income group, however, new spending on health care between 2005 and 2007
was regressive, affecting high-income households very little relative to their income, but dramatically affecting
households with lower-middle incomes. In particular those just above the threshold for publicly subsidized
health care saw catastrophic rises in health care costs relative to their income(Figure 9.2). See Appendix D for
data sources and methodology.
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Figure 9.2: Increase in Health Care Spending After Reformas a Percentage of Familylncome, by
Income Quintiles, 2005-2007
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IS MASSACHUSETTS HEALTH REFORM SUSTAINABLE?

e |t is widely accepted by all parties that Massachusetts health reform is not
sustainable with current rates of rising health care costs.
The state has sheltered itself from the rising costs of health reform by shifting more
subsidized enrollees into plans requiring premium payments, by eliminating or
restricting benefits, by paring back coverage for many documented immigrants,
limiting provider networks, and increasing cost-sharing.

The individual mandate is also unsustainable, as more and more residents will be

exempted as health premiums rise faster than income, and the state’s practice of

increasing the share of residents’ income deemed affordable to spend on health
premiums will strain family budgets if continued.

VOICES OF HEALTH REFORM:

Jon Kingsdale, former Executive Director, Commonwealth Connector(2007)

“If we have double-digit increases (annually in costs), health reform is not sustainable.””%
Therese Murray, Senate President, Massachusetts Legislature(2006)

“If we do not constrain healthcare costs, the system we worked so hard to create and implement will collapse.””!

MASSACHUSETTS HEALTH REFORM is widely acknowledged as unsustainable. Policy-makers in the stateleft
cost control provisions out of the bill in order to secure support from the health care industry, a political tactic
repeated during national health reform. One consequence of deferring action on health care costs has been
that most residents in the state — who have insurance, but whose family budget and wages are buckling from
the costs of maintaining coverage — were unaffected by reform. A second consequence is that the state cannot
continue its own commitment to health reform without edging out other budget items such as education,
housing, and social services.

Analysis of Commonwealth Care shows that health reform is not just unsustainable in the long- or medium-term,
but reached the end of its sustainability tether after the first year and has been gradually rolled back to
prevent budget overruns. The uninsured population in Massachusetts has continued to fall because of the rapid
growth in the state’s traditional Medicaid program, largely unrelated to health reform.

Commonwealth Care has rolled back coverage in a number of ways: shifting premium costs onto enrollees,
disenrolling documented immigrants from the program and rendering them ineligible for enroliment in the
future, limiting dental and eyeglass benefits, introducing limited provider networks, and increasing co-
payments.

The Health Connector has rapidly increased the share of Commonwealth Care enrollees required to pay
premiums since its first year. The beginning of each fiscal year, when the Connector Board implements new
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premiums requirements, is marked by a sharp uptick in premium-paying enrollment, which by the start of 2011
represented fully half of Commonweatlh Care enrollees (Figure 10.1).72

Figure 10.1: Share of Commonwealth Care Enrollees Paying Premiums
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In September of 2009, the Governor and State Legislature disenrolled over 30,000 documented immigrants
from the Commonwealth Care program who had less than 5 years of residency in the country. This cut led to
the observed drop in total Commonwealth Care enrollees — which has not grown despite rising unemployment
in the state, which should make more residents eligible for subsidized coverage (Figure 10.2).73

Figure 10.2: Commonwealth Care Enrollment and Mass. Unemployment Rate
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Documented immigrants becoming uninsured after this date were not eligible for state assistance. The more
than 30,000 disenrolled were moved into a temporary plan managed by CeltiCare, characterized by much
higher co-payments and limited, poorly qualified provider networks.”4 The Connector the same year
approved CeltiCare as an insurer that all Commonwealth Care enrollees (the non-immigrant population) could
choose, and CeltiCare has used its model of tightly limited networks (including very few, often marginal
hospitals and health centers) to underbid other Commonwealth Care insurance companies, with the result that
many recipients are “auto-enrolled” in Celticare as the least costly option to the state.
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The Connector recently began encouraging other Commonwealth Care insurers to implement limited networks
modeled after CeltiCare. However, enrollees in CeltiCare’s limited networks — the Connector’s stated strategy
for cost control in the short term — used half as much specialty care as CommCare enrollees in other insurance
plans, and twenty percent fewer took prescription drugs. This raises the possibility that CeltiCare patients are
either facing “rationing through inconvenience” in the limited network — having difficulty finding accessible and
appropriate care and foregoing treatment — or that CeltiCare is cherry-picking healthier enrollees.”>

CENTRAL TO THE MASSACHUSETTS model, the individual mandate, like state subsidies, is unsustainable. Each
year the Connector Board sets an “affordability schedule,” which determines how high of an insurance
premium families at different income levels can afford. The affordability schedule does not take into account
deductibles, co-payments, or co-insurance, which means the mandate can potentially compel families to
purchase insurance that they can afford to buy but cannot afford to use, but if no plan exists with an
“affordable” premium, families are automatically exempted from the mandate. Older uninsured residents,
who face higher premium costs, have in particular fallen into this category of uninsured residents who are not
required to purchase a plan.

Over time, as insurance premiums rise rapidly but income stagnates, it should be expected that more and
more individuals will be exempted from the mandate and deemed unable to afford health insurance —
meaning that the mandate will become less and less effective in covering the uninsured. However, the
Connector Board has adjusted the affordability schedule so that it deems a larger and larger share of
residents’ income — at the same income level — “affordable” for purchasing health premiums. These changes
have been most dramatic in the schedules for families and couples above 300% of poverty (Figure 10.3). See
Appendix E for the full affordability schedules.

Fiqure 10.3: % of Income Deemed Affordable for Health Premiums (Families of Three, 2007-2011)
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So while the state has reduced its exposure to rising health care costs, on the basis that it cannot afford the
expense during a recession, at the same time it has been forcing households to increase their exposure to
rising health care costs. The goal has been to keep the numbers of the insured up, even at the expense of
straining household budgets. Neither the mandate, nor continued upward adjustment of the affordability
schedules like this, can continue in the long-run.
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CONCLUSION: IMPLICATIONS FOR NATIONAL HEALTH REFORM

We believe that the data in this report should give pause to those concerned with national health care reform.
Four years after full implementation of the reform, Massachusetts can boast some notable achievements. The
number of uninsured has dropped by one-half to two-thirds and access to care has improved modestly.

However, the reform has not addressed the health care crisis that most Massachusetts residents face, and that
renders our entire health care system increasingly unaffordable. Health care costs — which are straining
employer and household budgets, edging out all other spending priorities by the state and municipalities —
have increased at even more rapid rates following reform. Administrative waste in the system has grown as a
consequence of introducing new payers into an already bureaucratic health care system. Cost shifting under
employer-sponsored insurance, particularly for small business employees, has accelerated. Reform has not
achieved universal coverage, despite the mandate, largely because the state has been unable to ensure that
truly affordable plans are available. Reform has not reduced the burden of medical bills or medical
bankruptcy on Massachusetts’ families. The demand for safety net services by the uninsured and underinsured
has remained high, and has begun to grow, while reform and subsequent state policy has created a financial
crisis for safety net providers serving low-income and minority communities in the state. Reform has not been
able to significantly slow the rising use of emergency departments for care.

Most concerning, the modest gains achieved by the reform have come at a high cost — even after the state has
successfully shifted many of these costs on to federal taxpayers. The costs of the reform are widely
acknowledged to be unsustainable and the state has been forced to restrict benefits and shift costs to
residents, employers, and federal taxpayers as a consequence. This may help explain the declining support
for reform noted in recent years. Moreover, the costs of the reform have not been born equitably, with low
and middle income individuals bearing a disproportionate share of the costs.

The Massachusetts reform has not addressed the fundamental deficiencies in the health care system. The
reform contained no proven or robust cost-control measures and thus the state has had to struggle to afford
expanded coverage in the face of unsustainable cost increases. The Massachusetts reform introduced new
programs and rules to an already complex blend of public and private insurers, leaving the state with
increasing administrative complexity — and increasing costs.

While we support Massachusetts for the gains it has made, we feel that lessons of the Massachusetts reform
are important. There is every reason to believe that the recently passed national reform law based on the
Massachusetts reform (The Affordable Care Act) will result in similar mixed outcomes. Our hope is for an
equitably financed health care system that serves all Americans in a cost-effective way, without requiring cost-
sharing that prohibits needed care. A Massachusetts-style reform will not achieve these goals.
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Yes. A bill in Congress known as “The Expanded and Improved Medicare for All” act, as well as state
legislation known as the “Medicare for All in Massachusetts” bill, would implement single-payer financing of
health care while maintaining the current delivery system. A single-payer program would eliminate private
insurers and use the administrative savings to provide comprehensive coverage for all. Features of the single-
payer plan include:

e Comprehensive coverage for all, including doctor, hospital, long-term, mental health, dental and
vision care as well as prescription drugs and medical supplies.
e No premiums, co-payments, or deductibles that inhibit access to care and unfairly burden the poor.

e Free choice of doctor and hospital and an end to insurance company and HMO dictates over patient
care.

e Pays for itself by eliminating wasteful private insurance administration and profit. A progressive tax
would replace what is currently paid out-of-pocket.

e Controls costs so benefits are sustainable through negotiated physician fees, global budgets for
hospitals and bulk purchasing of prescription drugs and medical supplies. A single-payer system
would facilitate health planning to reestablish the balance between preventive and primary care on
one hand, and high-tech tertiary care on the other.

As in Massachusetts, the nation can achieve modest gains in access to care through large new increases in
spending, or it can choose a sustainable model of reform that addresses the health care cost crisis and uses
savings to establish health care as a right, without new spending.
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Mass-Care’s mission is to establish a Single Payer Health Care System in Massachusetts so that all residents of
the Commonwealth will have access to comprehensive, quality, affordable and equitable health care because
it is basic to life and human dignity. Mass-Care was launched in 1995 as a coalition of organizations sharing
a deep concern about the inequities of our health care system. We now act as the grassroots organizing
umbrella for more than 100 groups in Massachusetts, representing over 500,000 residents in the state fighting
to make health care a right.

Mass-Care: The Massachusetts Campaign for Single Payer Health Care
33 Harrison Ave — 5™ floor
Boston, MA 02111

Physicians for a National Health Program is a single issue organization advocating a universal, comprehensive
single-payer national health program. PNHP has more than 18,000 members and chapters across the United
States. Since 1987, we've advocated for reform in the U.S. health care system. We educate physicians and
other health professionals about the benefits of a single-payer system--including fewer administrative costs
and affording health insurance for the 50 million Americans who have none.

Our members and physician activists work toward a single-payer national health program in their
communities. PNHP performs ground breaking research on the health crisis and the need for fundamental
reform, coordinates speakers and forums, participates in town hall meetings and debates, contributes
scholarly articles to peer-reviewed medical journals, and appears regularly on national television and news
programs advocating for a single-payer system. PNHP is the only national physician organization in the
United States dedicated exclusively to implementing a single-payer national health program.

Physicians for a National Health Program
29 E Madison Suite 602
Chicago, IL 60602
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