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All Payer Rate Setting System

The Health Services Cost Review Commission (“HSCRC” or “commission”) was
established by the General Assembly in 1971. The Commission’s mandate includes
reviewing and approving rates that Maryland hospitals can charge for their services and
making Maryland hospitals’ financial information available to the public. The HSCRC sets
rates for all payers including private insurance companies, HMOs, MCOs, Medicare and
Medicaid. This system is referred to as the “all-payer” system, in which all payers pay
their fair share of hospital costs.

In establishing the HSCRC, the Maryland General Assembly set out to accomplish the
following objectives:

e keep hospital services affordable;
e expand access to hospital care for those without insurance; and

e provide accountability for hospital performance to the public and state government

As part of its rate-setting activities, the HSCRC collects data from hospitals, which are
used to monitor hospital utilization and charges, as well as to set inpatient rates. These
data are used to generate the statistics reported in this guide.

Methodology
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Each hospital admission is grouped into one of 320 “All Patient Refined Diagnosis
Related Groups” (APR-DRGs) that classify patients into clinically cohesive categories
based on their medical condition and the severity of their illness. The 320 APR-DRGs are
separated into four “severity of illness” levels. This guide provides information on the 15
most frequent APR-DRGs as reported in aggregate by Maryland hospitals from July 1,
2010 through June 30, 2012. The number of cases (discharges) is used to determine the
15 most common APR-DRGs. Hospitals’ data with fewer than six cases within an APR-
DRG are not reported. The 15 most frequent

APR-DRGs for all Maryland hospitals combined may or may not be commonly
encountered at any particular hospital.

Within the 15 APR-DRGs, the number of cases, the average charge per case, and the
average charge per day by Maryland acute hospitals are listed. “Average Charge per
Case” is the average charge for cases in the APR-DRG at each hospital after the charge
has been weighted by the statewide severity distribution for the APR-DRG (this creates a
severity-adjusted average charge). This average charge does not include physician fees.
“Average Charge per Day” is the severity adjusted average charge divided by the average
length of stay for patients in an APR-DRG at each hospital. Each hospital’s average
charge can be affected by a number of factors, including:

Patients’ severity of illness

Wage levels and the price of goods and services in its locality

The amount of teaching it does

The amount of uncompensated care it provides to patients

The above factors are reflected in the amount that Maryland hospitals are allowed to
charge for services. In addition, the average charge for each APR-DRG is weighted by the
statewide severity distribution for that category. For example, within APR-DRG 127,
cases statewide are distributed as follows:

Level 1-15%

Level 2 —30%

Level 3 -30%

Level 4 — 25%

At “Hospital A,” average charge for each severity level is illustrated weighted by the
statewide distribution as follows:

Level 1 -5$6,000 * 15% = S 900

Level 2 - $6,500 * 30% = $1,950



Level 3-5$7,200 * 30% = $2,160

Level 4 - $8,000 * 25% = $2,000

Total: $7,010 = weighted average charge for APR-DRG 127

Note: The charges provided are to be used as a guide only. Your hospital bill may differ
:(r;;lr:C'E[Ze charges shown in these tables. These charges reflect annual averages. Your bill
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1. Setting Hospital Rates To Control Costs And Boost Quality:
The Maryland

Experience http://content.healthaffairs.org/content/28/5/1395.long

2. comparison of hospital performance under the partial-payer Medicare PPS
and state all-payer rate-setting

systems http://dev.europepmc.org/abstract/ MED/2523344/reload=0;jsessionid=M
UOSKVbiC6ug8l1500Sh.0

3. All-Payer Rate-Setting and the Provision of Hospital Care to
the Uninsured: The New Jersey
Experience http://jhppl.dukejournals.org/content/15/4/815.short

4. The Many Different Prices Paid To Providers And The Flawed
Theory Of Cost Shifting: Is It Time For A More Rational All-Payer
System?http://content.healthaffairs.org/content/30/11/2125.short
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