Wisconsin Insurance Alliance
Worker's Compensation
Medical Data Call

A Baseline Analysis and Recommendations for a
Medical Fee Schedule



Background

o Certified database system established in 1992 intended to:

Provide guidance to DWD in determining
reasonableness of medical fees;

Reduce fee disputes;
Reign in outlier charges;
Produce savings within the system.
o Number of fee disputes still at high levels.

o Database formula amount establishes such a high
threshold that medical cost savings are negligible at best
(the study documents that the vast majority of charges are
flowing under the certified databases amounts).


Presenter
Presentation Notes
It was hoped that the establishment of certified databases would provide readily available prima facie evidence as to the reasonableness of fees, reduce fee disputes, reign in outlier charges, and produce a modicum of savings. 

While there is evidence that the certified database system may have reduced the number of fee disputes in some of the early years, there is not any evidence that the overall burden experienced by DWD in resolving fee disputes has been remedied by the certified database system. 

As to the effectiveness in reigning in outliers and producing medical cost savings within the system, most of the commentary up until this point has been more anecdotal than systematic. 

The change to a certified database that utilized 1.4 standard deviations away from the mean was intended to produce cost savings, but based on this study, it is unlikely meaningful savings were realized. 




Trend in Average Total Medical Payment Per Lost
Time Claim

Average Total Medical Payment % Increase Per Lost Time Claim - With Ten Year
Projection Based on Current Trends
(Based on April 2009 WCRI Data)

B Annual % Change 2005/2006 to 2006/2007

O Cumulative % Change 2001/2002 to 2006/2007

B Ten Year Projection @ Last Annual % Change



Presenter
Presentation Notes
The percentage increase in the overall medical payment per lost time claim is escalating at an alarming rate.  To project the current rate of growth out 10 years, the chart illustrates where we might be heading if current forces continue.   If claims cost were to escalate at these rates, Wisconsin would be at a severe competitive disadvantage in workers’ compensation costs relative to our neighboring states. 


WCRB Historical Data: Medical Cost Per Claim
Increasing Disproportionately Over Indemnity Cost
Per Claim
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Presenter
Presentation Notes
Each year since 1995, medical severity per claim has far outpaced indemnity per claim. 


Claims Frequency on Consistent Decline, While
Rate Level Change Only Holding the Line

Unadjusted Claim Frequency and Rate Level Change
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Presenter
Presentation Notes
The only saving feature that has kept rates stable is the unusual drop in claims frequency. It is not unreasonable to conclude that a decrease in claim frequency will eventually bottom out and perhaps increase (or remain steady) – if this is the case with escalating medical costs, employers could experience significant premium increases. 


Wisconsin Medical Percentage of Claim
Outpacing National Trend: Percentage Was Once
Well Below National Trend.
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Presenter
Presentation Notes
In 1987, the Wisconsin medical percentage of a claim was significantly lower than the national percentage.  By 2005 the Wisconsin percentage had significantly surpassed the national percentage and appears to be on an upward trend from the national norm. 


Brief History and Basic Methodology

o WCAC has been debating the replacement of the
certified databases with an actual fee schedule for many
years.

o Management points to evidence of rapidly escalating
medical costs per claim — and extremely high payments
per procedure.

o WCRI evidence shows WI has most rapid % increase in
total medical payments per lost time claim.

o Labor and others have raised concern over lack of
baseline data; hence, WIA conducted a major medical
data call.


Presenter
Presentation Notes
The goal of the development and implementation of a fee schedule in Wisconsin is to positively impact medical expenses by reducing or slowing the rate of medical inflation, and to do so without a negative impact to the availability and quality medical care provided to injured workers. 

Pursuant to Letter 524, eighty six (86) files for years 2006 and 2007 were submitted to WCRB. After cataloging all files with the WCRB, duplicate files were forwarded to True Course Medical Data Analysis and Claim Service for analysis. The files contained 1,218,358 bills: 636,912 for 2006 and 581,446 for 2007. 

A thorough effort was made to validate the data for compliance with the data call format and for the reasonableness of the data reported. The findings come from this carefully screened database. We believe that these findings truly represent the distribution of charges by Wisconsin providers with very little sampling error. 






WIA Medical Data Call

o The WCRB (WIA) Medical Data Call requested medical
charge and payment data for dates of service in 2006
and 2007.

o Similar to data call recently announced by NCCI to the
same carriers.

o 42 carriers submitted files to WRCB.
o Files contained 1,218,358 bills:
Sample representative of Wisconsin charges;

Payments in sample covers about 1/3rd of medical
charges paid in 2006.


Presenter
Presentation Notes
1,143,831 records/bills of the 1,218,358 originally submitted were ultimately imported into the database after working with the various submitters to resolve issues. This represents 94% of the 1,218,358 originally submitted. 






Total Charges and Payments in Study

Total Charge & Payment Information 2006 & 2007
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Presenter
Presentation Notes
After removing bills that had zero payment recommended and bills that had zero charges, total charges were $491,837,888.65 and total recommended were $ 406,387,939.92 (82.6%). 

The imported bills that were originally imported, were found to contain 2,913,701 distinct service lines, a ratio of 2.55 service lines per claim. Of the 	2,913,701 distinct service lines, charges totaled $550,369,942.27 and recommended totaled $ 372,533,654.01 (67.7%). 

The ratio of recommended to charge is again skewed by the number of “zero recommended” service lines. If such service lines are removed, charges total $	419,833,104.86 and recommended total $372,558,438.95 (88.7%). 




Distribution of Charges
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Distribution of Charges by Major Categories 2006 & 2007
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Presenter
Presentation Notes
The chart (above) shows how medical charges were distributed among provider types for years 2006 & 2007. 




Key Interstate Finding: Maximum Allowance in WI

Nearly Double of Neighboring States
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Key Comparison: Wisconsin Maximum Allowance vs.
Neighboring States Maximum Allowance
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Presenter
Presentation Notes
The current certified database formula amount of 1.4 standard deviations from the mean calculates out at 198% of the maximum amount allowed (on average) in our neighboring states.  This formula amount towers above maximum allowances/fee schedule amounts anywhere in the United States. 


Wisconsin Payments if Maximum Capped At
Average Fee Celiling of Neighboring States

Total Payments in Wisconsin vs. Projected Payments in Neighboring States
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Presenter
Presentation Notes
Payments made in Wisconsin are approximately 34% greater than the maximum allowed in the neighboring states.  Had the charge data in the study been paid at the maximum allowed in our neighboring states, payments would have been reduced by nearly one hundred million dollars.  Such numbers will lead to a severe competitive disadvantage in Workers Compensation costs – relative to our neighboring states.  



*Please note that the study only captured part of the medical charge and payment activity for 2006/2007.  It is likely that payments, on average, would have exceeded the maximum allowance of our neighboring states by hundreds of millions of dollars.  


Interstate Findings — WI Payment Amounts vs.
Neighboring State Maximums/Fee Schedule
Amounts for Common Procedures

Payment Amount Comparisons: Wisconsin Average Payment vs.
Neighboring State Maximum Payment
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Payment Amount Comparisons: Wisconsin Average Payment vs.
Neighboring State Maximum Payment
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Presenter
Presentation Notes
This compares payment amounts in Wisconsin versus the maximum amount of our neighboring states.  The charts contain two common surgeries, an office visit, a chiropractic procedure, and one physical therapy modality. The amounts being paid in Wisconsin are significantly above the maximum allowance being paid in our neighboring states.  


Wisconsin Payments Exceed Maximum Allowance
of Neighboring States in All Major Categories

Interstate Comparisons of Payments by Major Medical Category
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Presenter
Presentation Notes
This chart demonstrates that payments in all major categories of medicine exceed the maximum that would be allowed, on average, in our neighboring jurisdictions.  




Regional/Intrastate Variations

Regional Payment Percentage as Compared to State Median
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Presenter
Presentation Notes
The study data shows that regional payment deviations from the state median payment are moderate deviations; hence, there is a question as to the need for multiple fee schedules within the state (or at least highly regionalized fee schedules). 


Total Medical Cost Per Claim Trend vs. Price
Indices

Relevent Price Indices vs. WCRI Trend
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Presenter
Presentation Notes
Three relevant price indices have been consistently escalating much slower than the medical cost per claim in Wisconsin.   Fee increases, not utilization, is driving this cost per claim. 


Benefits of Medical Fee Schedule

o Control medical cost increases.

o Provides transparent and universally accessible
value for maximum fee to both payers and
providers.

o Minimize the need for costly proprietary bill
audits.

o Reduce fee disputes before the Workers’
Compensation Division.
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Fee Schedule Proposal

o Agreed Upon Bill will authorize promulgation of rule.
o Administrative Rules will address details including:
Formula amount;
Geographic considerations;
Annual increase;
DWD review and report.
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Presenter
Presentation Notes
The fee schedule will establish maximum medical payment amounts for procedures, treatments, services and other billable items rendered during the course of treatment. 

The fee schedule may include, but will not be limited to, the following areas: 

	1.                   Ambulatory Surgery Centers

	2.                   Anesthesia Services

	3.                   Dental Services

	4.                   Emergency Department Services

	5.                   HCPCS (Healthcare Common Procedure Coding System) Level II

	6.                   Hospital Inpatient Services

	7.                   Hospital Outpatient Services (surgical and other)

	8.                   Professional Services

	9.                   Hospital Rehabilitation Services and Skilled Nursing Facilities

	10.                 Independent Diagnostic Testing Facilities

 The fee schedule should address, but not be limited to, the following areas: 

	1. 	Payments made to Allied Health Care Professionals (e.g., Physician Assistants, CRNAs) 

	2. 	Correct Coding 

	3. 	Out-of-State Treatment 

	4. 	Cost-Outliers/Extraordinary Treatment 

	5. 	The Updating of New Codes 

	6. 	Dispute Resolution 

	7. 	The Incorporation of Reference Materials and General Rules Supporting Fee Schedule Application (e.g., modifiers, global days parameters) 

	8. 	Access to Quality Healthcare 

	9. 	Fraud Provisions 

	10. 	Anomalous Entries in Fee Schedule 

	11.	Implants 

The maximum allowable payment under the medical fee schedule shall be established at the 75th percentile of medical charges from a dataset approved and managed by the WCRB covering services rendered in 2007 and 2008. All historical charges shall be updated by the _____ Price Index to bring the charge data current to the year prior to the year in which the fee schedule calculations are made.

There shall be single fee schedule that shall be applied uniformly statewide, unless the Department determines that socio-economic and/or geographic considerations require multiple versions of the fee schedule. In no circumstance, shall more than four iterations of the fee schedule be established. 

The Department shall automatically increase or decrease the maximum allowable payment for a procedure, treatment, service or other billable item established and in effect on January 1 of that year by the percentage change in the ______ Price Index for the 12 month period ending August 31 of that year. 




Conclusion

o Current certified database system/formula amount is not holding
down costs.

o Wisconsin’s charges and payments are dramatically higher than
neighboring states (on average).

o Wisconsin's medical cost per claim is increasing much more
rapidly than indemnity cost per claim.

o The data call provides critical baseline data for the
establishment of a fee schedule.

o The fee schedule will provide equitable payment, correct
payment verification, and slow the growth of workers’
compensation medical costs.
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