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MASSACHUSETTS HOSPITAL COSTS: WE'RE STILL NUMBER ONE 

The Access and Af fo rdab i l i t y Moni tor ing Project 's F e b r u a r y 1 repor t on The World's Most 
Expensive Hospitals: One-fifth of Massachusetts Hospital Costs Appear Unjustified found 
that : 

Massachuset ts acu te hospi ta l costs in 1989 were highest in the na t ion , $1.75 bil l ion 
grea te r t han they would have been had we spent at the na t iona l per cap i ta average. 

This fo r ty percen t excess equaled almost $300 for each s ta te res ident . 

Two- th i rds of the 1989 excess, or almost $1.2 bi l l ion, was not jus t i f ied by du rab ly 
app rop r i a t e and leg i t imate explana t ions . We took in to account service to out-of-
s ta te pa t ien ts , research, t r a in ing , age, h igher rates of ou tpa t i en t d e p a r t m e n t / e m e r ­
gency room care , h igher wages, and lower prof i t marg ins and case mix. 

One dol lar in f ive spent on hospi ta l care in this s tate was the re fore not jus t i f ied . 

Blue Cross p r e m i u m rates in the Boston area in 1989 were ful ly 25 percent greater 
t h a n the average for the six o ther met ropol i t an areas for which comparab le da ta 
were ava i lab le . This is ano the r bot tom line measure of the cost of hea l th care. 

We have been asked to comment on the execut ive summary of the repor t on hospi tal 
charges released today by the Massachuset ts Hospi ta l Associat ion, and on the accompany­
ing MHA press release. The MHA's unpubl i shed consul tan t repor t was p repa red by the 
Codman Research Group of New Hampsh i re and is t i t led "Compara t ive Analysis of In­
pa t i en t Ut i l i za t ion & Charges in Massachuset ts . 

We welcome the MHA's effor ts to secure new evidence and new analysis on hospi ta l costs 
in Massachuset ts . But we have several eoncerns about both the methods and f ind ings of 
the Codman repor t , and we see no reason to modify any of the conclusions d r a w n in our 
own repor t . This is why: 
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The Codman repor t used da t a f rom 1984-1986 and 1988. These do not ref lect the 
i n f l a t i ona ry effeets of the 1988 Massachuset ts hospi ta l paymen t law. Chap te r 23, 
on both charges and ra tes of hospi ta l admissions. 

The Codman repor t considers only eharees . the bills hospi ta ls mai l out. But the 
repor t and the accompany ing MHA press release use the terms "charge" and "cost" 
as if they were in te rchangeab le . This is a serious f law. The two a re very dif­
fe ren t . 

Hospi ta ls a re ra re lv pa id the i r eharees because of the va ry ing diseounts payors 
receive. F u r t h e r , charges have diss imilar re la t ions to costs in d i f f e r en t states and 
in d i f f e r en t years ; they can be a "rubber yardst ick." The appropr ia teness of com­
par ing charges across states there fore requi res documenta t ion . Using charges 
makes "apples-oranges" comparisons all too possible, especial ly when mak ing com­
par isons to our s ta te , where charges have been regula ted since 1983. 

Charges a re an especial ly f lawed measure for Medicare pa t ien t s because Medicare 
has never pa id hospi ta l charges and , sinee 1983, has pa id by increas ingly s t anda rd ­
ized D R G s , wh ich bear no re la t ion at all to charges. 

The analyses in our own repor t looked at ac tua l 1989 cost: how much it cost hospi­
tals in d i f f e r en t states to provide care. We rel ied on da ta p rov ided by hospi tals to 
the Amer i can Hospi ta l Associat ion. 

How much does it ae tua l ly cost to provide care in d i f f e ren t states? As a par t i a l 
eor rec t ion to the Codman da ta , we used each state 's eost- to-charge ra t io to conver t 
charges in to ac tua l costs of p rov id ing hospi ta l care. We took the Codman repor t ' s 
1984-1986 eharge da t a for Medieare inpa t i en t s and adjusted them to ref leet eaeh 
state 's 1986 overal l hospi ta l eost- to-eharge ra t io . Massachuset ts then becomes 
second-highest , a f ter I l l inois, not s ixth. 

Similar ly , when we took the Codman repor t ' s 1988 adjus ted eharge da t a for non-
Medicare pa t ien ts and adjusted them fu r the r to ref leet eaeh state 's 1988 overal l 
hospi ta l cost- to-eharge ra t io , Massachuset ts again becomes second-highest , af ter 
New York , not f i f th . And the Codman repor t ' s New York charge es t imate may be 
inaccu ra t e , beeause it is der ived from the average of ce r ta in other states. 

T a k i n g the f ive high-cost states tha t appeared in both the Medicare and under-65 
groups in the Codman repor t , and using the eost- to-charge ra t io to adjust the Cod­
man charge f igures , Massachuset ts r a n k e d second overal l , beh ind New York. As 
jus t noted, the New York da t a may be f lawed. Thus , by pe r fo rming just one essen­
t ia l ad jus tment to the Codman repor t ' s charge da ta , to conver t them to ac tua l costs, 
Massachuset ts moves f rom the middle of the paek to s e c o n d - and possibly higher . 
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6. T h e Codman repor t offers selective looks at pieces of the Massachuset ts cost 
problem. For example , it eontras ts d i f f e ren t measures of Massaehuset ts eharges to 
those in seven d i f f e r en t compar ison groups. 

7. The methods used in the Codman repor t exclude ou tpa t i en t costs, wh ich the MHA 
itself has repea ted ly asserted to be associated wi th a large share of the Mas­
sachuset ts cost excess. 

8. The MHA cont inues to ignore the compar ison of Boston and New Haven hospi ta l 
cost per cap i ta made by Wennberg and his colleagues, which found tha t Boston's 
costs were double those of New Haven , even though both eit ies re l ied heavi ly on 
f ine t each ing hospi tals . Tha t research suggests t ha t e labora te and costly prac t ice 
pa t t e rns may be a key fae tor in Boston's high eosts. The Codman repor t found 
consis tent p rac t ice pa t t e rns s ta tewide here , which suggests t ha t th is is more than a 
Boston problem. 

9. It would be useful to know which fac tors the Codman repor t uses to adjust charges 
per cap i ta in d i f f e ren t s tates, o ther t h a n age, sex, and place of res idence. The 
repor t ' s summary implies tha t o ther factors were used, but these are not named. 

10. For Medicare pa t ien ts , the Codman repor t examines 1986 charges per cap i ta for six 
types of surgical cases. The summary suggests t ha t these diagnoses were not 
selected r andomlv . The f ind ing of low surgery ra tes is very surpr i s ing , since over­
all Massachuset ts surgery ra tes in 1986 were ful ly 20 percent above the na t iona l 
average . Similar ly , how were the medical cases selected? This is very impor tan t , 
because Massachuset ts hospi tals may charge below cost for some types of t r ea tmen t 
but well above cost for o ther types of t r ea tment . There fore , charges for i nd iv idua l 
diagnoses are a r t i f i c i a l and do not lend themselves to in te r -s ta te comparisons. 
Moreover , pre-selected diagnoses may not be represen ta t ive of a s tate 's overal l ex­
per ience . 

For all these reasons, we s tand bv the f ind ings and methods of our repor t . Its bot tom line 
numbers document the ex t r ao rd ina r i l y high costs of hospi ta l care in Massachuset ts . Its 
results square wi th the ac tua l exper ience all who must pay for hea l th care in our state. 
By eont ras t , the Codman repor t flies in the face of the ac tua l exper iences of those who 
pay for hea l th care in Massachuset ts . Costs here are clear ly high. Ins tead of d i sput ing 
tha t , let us ana lyze why, and work to reduce them. We can hold down insurance 
p remiums and use some of the savings to pay for needed hea l th care for people who are 
unpro tec ted today. 


