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Review of Executive Order 25

e Results from work of the Health Care Delivery and
Cost Advisory Group established by Governor Carney
under Executive Order 19

e Set initial spending and quality benchmarks for CY
2019 through CY 2023

e Established the DEFAC Health Care Spending
Benchmark Subcommittee

e Tasked the Delaware Health Care Commission with
setting the quality benchmarks, reporting on
performance relative to both benchmarks, and
engaging providers and community partners
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Implementation Manual

Per E.O. 25, the Secretary of DHSS published a
technical manual with methodology for the
spending and quality benchmarks

https://dhss.delaware.gov/dhcc/global.html
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Purpose of the Subcommittee

e The Subcommittee sets the benchmark

— Each year through 2023, review and recommend
whether the forecasted PGSP growth rate has
changed in such a material way that it warrants a
change in the spending benchmark

— After 2023, Subcommittee must evaluate results
of PGSP benchmark and PGSP methodology, and
recommend any appropriate changes

* Advise the Governor and DEFAC on current and
projected trends in health care and the health care
industry, as they affect the expenditures and
revenues of the State, its citizens, and industries
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Subcommittee Timeline

Continuous

Advise on trends in health care
and health care industry

March/April

Annual review of the

components of PGSP
for the following
calendar year

May

Report changes, if any,
by May 31 to the
Governor and the

DHCC

A

Per E.O. 25, no later than March 2023, and each March
thereafter, the DEFAC Subcommittee is to review the full
methodology for defining the spending benchmark.

July

Announce spending

benchmark for
following calendar
year by July 1
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PGSP Methodology

e The sum of:

— the expected growth in national labor force
productivity

— plus the expected growth in Delaware’s civilian
labor force

— plus the expected national inflation
 Minus Delaware’s expected population growth

* Plus a transitional market adjustment set at 0.5%
for calendar year 2020, 0.25% for calendar year
2021, and 0% for calendar year 2022 and beyond
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PGSP Source and Forecast™

Components Data Source CY 2020 CY 2021 CY 2022 CY 2023

Expected grov-vt-h in national labor Budget and Economic Outlook 1.40% 1.40% 1.40% 1.40%

force productivity Report, CBO

+. E‘x‘pected growth in Delaware’s Projections by Single Year, Age, 0.10% 0.10% 0.10% 0.10%

civilian labor force Race and Sex, DPC

+ Expected national inflation gzggftt cg;c(f)Econom/c Outlook 2.00% 2.00% 2.00% 2.00%

= Nominal PGSP growth 3.50% 3.50% 3.50% 3.50%

- Expected pobulation erowth in Delaware Population Consortium

Del:ware pop & Population Projections by Single 0.50% 0.50% 0.50% 0.50%
Year, Age, Race and Sex

= PGSP growth 3.00% 3.00% 3.00% 3.00%

+ Transitional market adjustment 0.50% 0.25% 0.00% 0.00%

= Spending Benchmark 3.50% 3.25% 3.00% 3.00%

*As set in E.O. 25 on November 20, 2018

EIIJFI'NANCE

7



Advise the Governor and DEFAC on current and projected
trends in health care and the health care industry, as they
affect the expenditures and revenues of the State, its
citizens, and industries

Health Care Spending Benchmark Subcommittee

Current Economic and Fiscal
Environment of Health Care
Spending in Delaware
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Major Health Care Demographics in
Delaware

 Delaware’s demographics and the percentage of residents
with chronic conditions are drivers of both spending and poor
health outcomes

* Like other east coast states, Delaware’s population is older
and aging faster than the US average — projected to be the
10th oldest state by 2025

 The population is also sicker than the average state, with
higher rates of chronic disease, in part driven by social
determinants including poverty, food scarcity, and violence
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Growth in Health Care Expenditures per Capita
1991 - 2014

Delaware ............ 5.7%
Maryland ............. 5.0%
New Jersey .......... 4.9%
Pennsylvania ....... 5.0%
[ﬂl-‘ > United States ....... 4.9%
4.2%- 4.5% B 46%-4.9% B so0%-54% B 5s5%-66%

Source: Centers for Medicare & Medicaid Services, Health Expenditures by State of Residence, 1991- e s
2014, via Kaiser Family Foundation, State Health Facts ElIJF IN AN C E 10



Health Care Expenditures per Capita
2014

-
r
Delaware ...... $10,254
Maryland ......... $8,602
New Jersey ...... $8,859
Pennsylvania ... $9,258
: --’ United States .. $8,045

$5,982- $6,927 B s6.008 $7.815 B s7.913-s8.871 B se.033 11,944

Source: Centers for Medicare & Medicaid Services, Health Expenditures by State of Residence, 1991- —
2014, via Kaiser Family Foundation, State Health Facts EIIJF IN AN C E 11



Employment Growth in Delaware
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Health Care Employment as a Share of Total
Non-Farm Employment in Delaware
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State Government’s Increasing
Health Care Costs

Delaware General Fund Expenditures * During this same time
frame, General Fund
mFY 2013 mFY2018 _
51,400.0 revenue collection has

grown by just 18%.

$1,200.0

+$232m
(+25%) { e Health care costs now

@ $1,000.0

2 account for almost 30% of
% £800.0 the state’s budget.

2 6000 « Crowds out necessary

= investments in:
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$200.0
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General Fund Health Care Expenditures
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Medicaid Enrollment and Spending

FY 2018

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Aged 6%

Disabilities 11%

Adults 45%

Children 39%

Eligibles

Aged 15%

Disabilities 32%

Adults 35%

Children 19%

Spending

IJDELAWARE
'l DEPARTMENT OF
E FINANCE

16



Share of Average Annual Consumer Expenditures

2017
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Share of Average Annual Consumer
Expenditures: Health Care
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