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The Massachusetts Medical Society is a professional association of over 23,000 physicians,
physicians-in-training, and medical students across all clinical disciplines, organizations, and
practice settings. The Medical Society is committed to advocating on behalf of patients, to provide
them with a health care system that will best suit their needs, and on behalf of physicians, to help
them deliver care of the highest quality and greatest value. The Medical Society appreciates this
opportunity to provide comment to the Health Policy Commission and the Joint Committee on
Health Care Financing as they deliberate a potential modification of the state’s health care cost
growth benchmark. The Medical Society joins the HPC in its commitment to a high value health
care system that is accessible and affordable to all patients in the Commonwealth.

As anticipated, CHIA’s 2026 Annual Report detailed increases in health care expenditures in
2024 predicated largely on pharmacy and hospital outpatient spending. The 5.7% per capita
increase in the Total Health Care Expenditure (THCE) underscores longstanding trends
identified in the Report, specifically regarding pharmacy spending, which continues to be the
greatest driver of cost growth. MMS supported and appreciates the action the legislature took
last session to improve affordability of prescription drugs for patients and increase oversight of
the pharmaceutical industry, including pharmacy benefit managers (PBMs). We look forward to
evaluating how these changes may help curb pharmacy spending growth in the future and
alleviate affordability challenges for patients.

We further applaud the legislature for taking steps in the new market oversight law to center the
affordability of high-quality care in our efforts to improve our health care system. Directing the
Division of Insurance to consider affordability in its review of insurance rates recognizes the
goal of our shared efforts is not simply to reduce costs, but rather to create an equitable health
care system that is accountable for producing better health and better care at a more affordable
cost for all the people of the Commonwealth.

At this time, we do not believe the benchmark formula and process established in Chapter 224,
which calls for a year-over-year assessment of health care costs, sufficiently captures the
complex challenges facing today’s health care market. Instead, we believe a longitudinal
approach to evaluating health care costs would provide a more effective measure. We agree with
acting CHIA Director Andrew Jackmauh'’s testimony similarly recommending evaluating the
benchmark over a longer arc as likely more instructive than the year-over-year trends. This
longitudinal approach was effectively deployed in CHIA’s 2023 report, which provided a cost
analysis on an annualized basis over the three-year period of 2019 to 2021, in recognition of the
extraordinary impact of the COVID-19 pandemic and the ensuing market volatility, which
demonstrably impacted spending data. Health care trends are best evaluated over longer
periods of time, enabling analysis to account for unanticipated market forces that take time to
adapt to change. An expanded analysis offers a far more meaningful metric for understanding
longitudinal trends providing a better-informed, contextualized cost trend measure and as such,
we encourage continuing this broader approach.

While the Medical Society strongly supports HPC’s commitment to fostering a high-value care
system, we also believe the Commonwealth’s approach to cost containment must evolve. The
Legislature has recently given serious consideration to amending the cost growth benchmark
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formula and process. Both the House of Representatives and the Senate proposed longer cost
growth benchmark cycles in their respective versions of the health care market oversight bills
last session, with the House adopting a three-year benchmark cycle and the Senate adopting a
two-year cycle. While the final law did not extend the cost growth benchmark cycle, we believe
the debate and consideration of such a change is instructive. The rigidity of the current
benchmark formula and retrospective approach does not adequately incorporate real time
financial challenges facing the health care system, which are necessary to set a realistic
benchmark that appropriately account for these economic factors— such as labor costs,
inflation, and the fiscal impact of evolving federal policies and actions — along with patient
needs that impact the overall cost of the system. Notably, the House proposal called for an
annual adjustment factor that would consider specific economic and market factors, including,
but not limited to medical inflation, labor and workforce development costs, the introduction of
new pharmaceuticals, medical devices and other health technologies, as well as the historical
growth rate in the Commonwealth’s gross state product. Adding such an adjustment factor could
help better tailor the benchmark with current economic and market conditions.

Looking at the 2024 data, physician expenses saw a modest increase but remained the lowest-
growing category among claims-based services, underscoring the cost-effectiveness of physician
spending. The compounding trend of slower physician-spending growth over the years
demonstrates that physicians have been a contributor to cost deceleration in the long run.
However, certain areas of health care continue to face enormous cost pressures and have an
existential need to exceed the benchmark. CHIA’s Report highlights the burden of soaring labor
costs in health care, along with broader economic pressures throughout other market segments.
From 2022-2024, food expenditures in New England grew 15.8% and housing expenditures
grew 13.6%. Regional inflation in the same period was 7%, while wages and salaries in
Massachusetts grew by 7.0%. For smaller medical practices, primary care, behavioral health,
and long-term care, maintaining a competitive and equitable health care workforce requires
increased compensation and benefits, which raises the costs of labor. As reflected in the CHIA
Report, operating practice expenses are also increasing due to inflation and shifts in health care
delivery. It is crucial that the growth associated with these factors is not considered solely
within the confines of the current benchmark formula.

The spending assessment must account for affordability, equity, and the investments required to
realize these fundamental goals. We appreciate the flexibility that is inherent in HPC’s approach
to assessing individual entities spending against the benchmark. The recent expansion of our
Registered Provider Organization program means that new provider entities that may have
predominantly public payor patient panels will be scrutinized against the benchmark. As such,
it remains essential that HPC utilize this discretion to apply a more nuanced analysis of
necessary growth of smaller, less-resourced entities. These entities should not be penalized for
making necessary, equity-driven investments. Indeed, to promote equity, we must make
allowances for intentional investments — potentially exceeding the benchmark — that seek to
address health care inequities and disparities, particularly through supporting practices that
provide care to historically underserved and marginalized populations. We should not
discourage investments meant to improve access to care. The Commonwealth is currently in a
primary care crisis. HPC research has! revealed that primary care spending in Massachusetts is
shrinking, in 2017 it accounted for 8% of all medical spending, but by 2022 it had dropped to
7.5%. While Massachusetts has the most physicians per capita in the U.S., it ranks but 5% lowest
for the share of primary care providers offering direct patient care. Additionally, nearly half of

I A Dire Diagnosis: The Declining Health of Primary Care in Massachusetts and the Urgent Need for Action,
January 2025, Massachusetts Health Policy Commission.
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physicians working in an office setting, common for primary care providers, are 55 years or
older.

In our collective endeavor toward a health care system that is accessible and affordable to
patients in Massachusetts, it would be prudent to revisit the benchmark formula to ensure that
it is advancing us toward our shared goals. In setting a benchmark for 2027, we urge the HPC to
utilize their statutory discretion to recommend an adjustment to the benchmark that takes into
consideration both the current economic challenges facing the health care system and the
evolving federal landscape.

The Medical Society appreciates this opportunity to offer comment and looks forward to
continuing to work with the Health Policy Commission and the Joint Committee on Health Care
Financing toward advancing equity in the delivery of accessible, high-value health care to all
patients in Massachusetts.



