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1.0 Executive Summary

1.1 Background

Insurance Article §15-1501, Annotated Code of Maryland, requires the Maryland Health Care
Commission (MHCC) to evaluate the medical, social, and financial impact of proposed
mandated health insurance services that failed to pass during the preceding legislative session.
This report evaluates these considerations in response to a potential insurance mandate
prohibiting commercial health insurers from imposing cost sharing for physical therapy (PT)
services that is greater than for primary care services. The legislation was introduced as House
Bill 974 and companion bill Senate Bill 725 (HB 974/SB 725) during the 2022 session.

1.2 PT Coverage

PT is generally covered under health insurance benefits. Limiting PT cost sharing to the
amounts associated with primary care services will reduce patient financial liabilities for PT
services and increase the amount paid by the health insurance carrier. The legislation does not
change requirements for the scope of services covered under the benefit design or impose
restrictions on utilization management or other cost control policies.

1.3 Financial and Cost Evaluation

Using the 2019 as a base year, the BerryDunn modeling results indicate that the mandate will
increase costs to health insurance carriers by $0.15 to $0.20 per member per month (PMPM)
due to the lower member cost share. In addition, the resulting lower cost-sharing will increase
the use of PT services, adding $0.02 PMPM to the total cost of covering the insured population.
If the proposed mandate becomes effective in 2024, the total added cost would be $0.17 to
$0.28 PMPM inclusive of medical trends and employer benefit changes.

BerryDunn considered whether improved access to PT services would reduce spending for the
insured population overall due to fewer examples of postponed or avoided medically necessary
PT services. An analysis of Maryland data based on populations with various PT cost-sharing
levels did not provide evidence of this outcome. Numerous studies have shown that PT can
replace more expensive and complex treatment, and members with lower PT cost-sharing might
experience a favorable mix of health care services without demonstrating lower costs at the
overall insured population level.

1.4 Medical and Social Evaluation

Physical therapists provide medical care to individuals of all ages, and PT is recognized as
effective and efficacious in treating medical conditions. PT is associated with a decreased risk of
advanced imaging, additional physician visits, injections, and opioid medications. Some
researchers have concluded that PT is a high-value treatment option for certain medical
conditions but is partially underutilized due to the copays imposed per visit.

Patients are generally highly satisfied with care by physical therapists, and the large number of
people with disabilities, age-related issues, cardiovascular and circulatory diseases, and post-



COVID-19 treatment needs is expected to continue driving demand for PT services. PT is
available through telemedicine, providing additional access options for patients seeking
treatment.



2.0 Introduction

2.1 Legislation

During the 2022 session, the Maryland legislature considered HB 974/SB 725 to prohibit
insurers, nonprofit health service plans, and health maintenance organizations (HMOs) from
imposing a copayment, coinsurance, or deductible for covered PT services that is greater than
the copayment, coinsurance, or deductible imposed for a primary care visit under the same plan
or contract. The legislation did not pass.

Insurance Article §15-1501, Annotated Code of Maryland, requires the MHCC to evaluate the
medical, social, and financial impact of proposed mandated health insurance services that failed
to pass during the preceding legislative session. The analysis requirement includes several
components, regardless of whether the mandate requires new services to be covered or limits
cost sharing. The MHCC retained BerryDunn to evaluate the proposed mandate's required
financial, medical, and social aspects.

This study uses the Maryland Medical Care Data Base (MCDB), a resource with anonymous
claims data that can be used to evaluate healthcare costs and utilization patterns when patients
receive PT services and are subject to copayments, deductibles, and coinsurance payments.
BerryDunn obtained additional information from the carriers about existing benefit designs and
potential benefit, network, and utilization management changes that may take place if the
legislation were to pass. In completing the analysis, BerryDunn also met with representatives of
the PT provider community and performed a literature review.

2.2 PT Coverage

Commercial health insurance carriers in Maryland cover PT services but require members to
pay for a portion of the treatment costs through copayments, coinsurance, and deductibles.
Commercial carriers may employ various cost and utilization controls, such as prior
authorization and select networks, and the proposed legislation does not include new limits on
the administration of the benefit.

Limiting PT cost sharing to the amounts associated with primary care services will reduce
patient financial liabilities for PT services. Unless other changes to coverage or benefits
administration take place, health insurance carriers will pay a larger share of the total PT
treatment costs. Members will access care more frequently and for longer periods than if the
benefit design had higher cost sharing. Members receiving the additional PT treatment may
experience a favorable reduction in the use of more expensive, complex, and high-risk
treatment and offset some of the additional costs.



3.0 Financial and Cost Evaluation

HB 974/SB 725 proposed requiring cost-sharing limits when members receive PT services but
would not change the scope of covered services. Cost sharing shifts a portion of the
responsibility for covering provider costs to patients when services are received. When all other
factors—such as the benefit design, population health status, and use of health care services—
remain constant, lowering cost sharing will result in upward pressure on premiums, as the
health insurance carrier is paying a larger share of the treatment costs, and patients typically
receive more services.

Covered members may seek PT services that are cost-effective and improve their health
overall, but relatively healthy populations will also receive services that would not have been
obtained. The increased use of medical care services by healthier populations might offset the
cost-effective use of services by populations with more complex healthcare needs, increasing
the total cost of care for the insured population.

3.1 Impact of This Coverage on the Total Cost of Health Care and
Insurance Premiums

3.1.1 Results

The mandate is estimated to increase costs to health insurance carriers by $0.17 to $0.22
PMPM due to the lower member cost sharing and increased utilization, using 2019 as a base
year. If the proposed mandate becomes effective in 2024, the total added cost would be $0.17
to $0.28 PMPM inclusive of medical trends and employer benefit changes. Numerous studies
have shown how PT can replace more expensive and complex treatment; however, performing
a medical chart review and fully quantifying the impact of the shift of services is outside the
scope of this analysis.

3.1.2 Methodology

All carriers indicated they currently provide coverage for PT. The marginal cost of the bill is due
to eliminating differences in the level of member cost sharing between PT and primary care
services. The majority of the marginal cost stems from decreases in the copay levels that
increase the insurer liability, as well as a smaller marginal cost due to increased utilization of
services.

The 2020 MCDB claims data for PT services were lower than in 2019, most likely due to the
deferral or elimination of care during the COVID-19 public health emergency (PHE). BerryDunn
used 2019 claims data, including from self-insured employers, to analyze member cost sharing,
including deductibles, copays, and coinsurance. A review of the fully insured and self-insured
benefit designs showed differences in the use of copays that will likely make the mandate less
expensive for the fully insured population. BerryDunn used fully insured claims data to calculate
the cost impact of the mandate.



The MCDB has a deductible field and a combined copay and coinsurance field. Given the
combined field, there is no way to determine the value and level of copayments separately from
coinsurance. BerryDunn attempted to estimate copay amounts using logic that identified the
data value as a copay if the amount was in $5 increments. If the value was a 5% increment of
the allowed amount, but not a $5 increment, it was identified as coinsurance. The remaining
values were unknown and could be either copay or coinsurance amounts. Table 1 shows how
the cost-sharing amounts were attributed. The “Cost Share Amount” represents the total
amounts due from the member to the PT provider.

Table 1: Attributed Cost Sharing Type for Copay/Coinsurance Field

Type of Cost Cost

Share Share
Amount

Copay $3,393,851

Coinsurance $391,489

Unknown $746,893
Total $4,532,233

Most carriers indicated that if PT is subject to deductible and coinsurance, then both PT and
primary care would be subject to the same deductible and coinsurance amounts. Carriers
indicated that most health benefit plans apply copays to PT services, and the PT copay is often
twice the primary care provider copay amount. Given the challenges of determining the copay
levels for primary care and PT services in the MCDB, BerryDunn assumed that in all cases, the
PT copay would be twice the level of the primary care copay and, as such, calculated the
incremental cost by reducing the PT copay amounts by 50%, yielding a cost share reduction or
amount that would no longer be paid by the members to the PT providers, but rather by the
insurer. The marginal PMPM rate reflects the additional cost paid by the insurer that could result
in premium increases. Given the uncertainty surrounding the level of the copay amounts due to
the combined copay/coinsurance field, BerryDunn calculated the lower-bound estimated
marginal cost using solely the attributed copay amounts, but used the unknown and
coinsurance amounts in calculating the mid- and upper-bound scenarios, as seen in Table 2.

Table 2: Estimated Cost Shares and Marginal Cost of the Mandate

Cost % R’[ec()j uC(é)t;(:n Marginal Cll\J/Ir;]rlgjliarllt;\I/e Scenario
Share Reduction Share PMPM PMPM
Copay $3,393,851 50% $1,696,926 $0.15 $0.15 Low
Unknown $746,893 50% $373,447 $0.03 $0.18 Mid
Coinsurance | $391,489 50% $195,745 $0.02 $0.20 High




Avoiding services because of cost sharing is common in high-deductible plans.! However, the
level and frequency of copays will also impact the use of services. When all other things are
equal, a higher copay will result in fewer services being used. To estimate the anticipated
increase in utilization due to the lower copay levels, BerryDunn used a claims-pricing model to
compare utilization rates under different cost-sharing scenarios. For the most common copay
level, a 1.7% increase in demand for services was calculated as a result of lowering the PT
cost-sharing to the primary care cost-sharing amount. BerryDunn then multiplied the estimated
increased utilization factor by the allowed amounts from the MCDB for PT services subject to
copays to determine the incremental allowed claims amount due to increased utilization. The
marginal impact due to increased utilization is shown in Table 3.

Table 3: Estimated Increased Utilization

Total Allowed

Claims for PT A Marginal Allowed
Utilization Increase

Services Subject to Claims
Co-Pay

$14,338,715 1.7% $243,758

Using the reduced PT cost-share amount calculated previously, BerryDunn estimated an 85.6%
allowed-to-paid ratio! for PT co-pay services. BerryDunn multiplied the additional allowed
amount by the allowed-to-paid ratio and divided by the corresponding membership to calculate
the marginal cost due to increased utilization. Results are shown in Table 4.

Table 4: Estimated Marginal PMPM Cost of Additional Utilization

Marginal Paid to
Allowed Allowed

Marginal Paid Marginal Paid

Claims Ratio Claims Claims PMPM

$243,758 85.6% $208,562 $0.02

It is uncertain how member cost-sharing will change over time. Copayments are fixed dollar
amounts, and unless the carrier or employer makes changes, the cost-sharing dollar amounts
for co-pays remain the same in the absence of utilization increases, meaning the paid claims
cost trend will outpace the allowed claims cost trend as the member cost-share remains fixed.
To address this issue, employers can (and do) increase copayment amounts in their offered
benefits over time to keep pace with premium increases. BerryDunn modeled a few scenarios

1 The ratio of insurer paid claims to the total allowable claims (insurer claims payment plus member cost
share)



regarding employer behavior. For the increased cost share, in the high scenario, BerryDunn
assumed that employers would increase copayments at the same pace that claims cost
increases, but the mandate would restrict their ability to do so for PT services. Therefore, the
long-term national average projection for cost increases for other professional services (5.7%)
was used to project PMPM cost for co-pays.? In the low scenario, BerryDunn assumed that cost-
sharing would not increase over time, and in the mid scenario, BerryDunn assumed that cost-
sharing would increase by 2.9% per year on average. The long-term national average trend for
other professional services was assumed for the marginal claim amounts due to increased
utilization. This analysis assumes the mandate would be effective for policies issued and
renewed on or after January 1, 2024. BerryDunn multiplied the 2019 PMPM amounts by the
annual cost trends compounded over time to estimate the PMPM cost of copayment amounts
and claims amounts due to increased utilization for the 2024 assumed effective date. Table 5
shows these results.

Table 5: Total Estimated Marginal PMPM Cost of Mandate

Cost Utilization

2019 Trend Increase 2024
Low Scenario $0.15 0.0% $0.02 $0.17
Mid Scenario $0.18 2.9% $0.02 $0.23
High Scenario $0.20 5.7% $0.02 $0.28

Carriers may attempt to offset the cost increase associated with the proposed mandate by
lowering contractual payment rates to providers, reducing the number of covered services,
increasing utilization review procedures, adjusting provider networks, or otherwise reducing the
PT therapy benefit currently provided. These actions could mitigate premium increases.
Responses to the carrier surveys ranged from a preference to not make any of these changes
to consideration of all of them.

3.1.3 Data Sources
The primary data sources used in the analysis are as follows:

¢ Information from the MHCC about the intended effect of the proposed mandate for
health insurers in the fully insured market

e Survey responses from commercial health insurance carriers in Maryland
e Claims data from the Maryland MCDB

e Published scholarly literature and reports, cited as appropriate

3.1.4 Limitations

BerryDunn used historical MCDB commercial insurance claims data to calculate cost estimates
associated with the proposed mandate. Claims data reflect the payments made to PT providers



for covered services and can provide an insightful picture of payments made by health
insurance carriers and patients to healthcare providers. However, they are subject to claims
processing issues and data consolidation problems and are a retrospective view. BerryDunn
tested the data to help ensure the integrity of the analysis, but limits that cannot always be
identified will exist with any administrative data.

Member deductibles are tracked separately in the MCDB, but coinsurance and copayment
amounts are combined in a single data field with no clear indicator of what was provided. As a
result of this uncertainty, BerryDunn developed logic to identify the values as copay or
coinsurance and estimated a range of overall cost results.

The PHE has had a significant impact on claims levels, reducing the amount of PT services
seen in calendar year (CY) 2020. CY 2019 claims were used in the analysis to address the
issue; however, it is unclear whether these services have fully rebounded to historic levels yet or
will in CY 2024.

3.1.5 PT as a Substitute for a More Expensive Service
Various studies have shown PT to be a favorable, cost-effective treatment option.

In a 2014 study examining the association between preoperative PT and post-acute care
utilization and cost in total joint replacement among 4,733 index hip- or knee-replacement
cases, patients who had preoperative PT had a 29% decreased utilization in post-acute care
services and an $871 reduction of episode payment.?

A 2016 utilization analysis of 2012 office-based physical rehabilitation services among 1.8
million individuals in New York State with commercial insurance found that physical therapists
provided the majority of services (54.5%), followed by chiropractors (27.5%) and physicians
(18.0%).# The study used claims data to determine that the average annual cost of physical
rehabilitation was $820, and the median cost was $323 for the 6% of the study population that
utilized physical rehabilitation services.®

The most frequently billed common procedural terminology® (CPT®) codes were:

97110 for therapeutic exercises

97140 for manual therapy

97112 for neuromuscular re-education

97014 for electrical stimulation under supervision
97035 for ultrasound therapy

The average payment for these services was $43.57 for therapeutic exercies, $32.98 for manual
therapy, $32.31 for neuromuscular re-education, $19.47 for electrical stimulation, and $17.86 for
ultrasound therapy. For these top-five commonly used services, chiropractors had the highest
payment rates, physical therapists had the lowest, and physicians were in between these two.
CPT® code 97110 for therapeutic exercises comprised 41.0% of services physical therapists
rendered and a smaller percentage for physicians (33.6%) and chiropractors (24.2%).°



A 2020 study found that direct access to PT is more cost-effective than physician referral
access for treatment of musculoskeletal disorders in the United States.” The study used a
database search of studies conducted through 2019, ultimately analyzing five retrospective
studies. The cost savings of direct access to PT in lieu of physician referral access averaged
$242.63 per patient, with the cost savings ranging from $116.04 to $369.22. The total
healthcare cost was evaluated in two studies, and the direct-access cost savings were
$1,828.03 (range of $673.48 — $3,078.79) per patient. Direct access was also shown to reduce
the number of PT visits by 1.01 across studies, equating to an estimated 13.2% reduction.®

A 2016 systematic review of 19 studies examined the cost-effectiveness of PT versus usual
care, as well as the cost-effectiveness of PT in conjunction with usual care compared to solely
usual care.® The review found that while the cost-effectiveness of solely PT, or PT added to
usual care, was cost-effective in half of the studies included, the definition of “cost-
effectiveness” differed across studies—as the criteria for “high-cost” treatment lacked a clear
threshold—and might have influenced the individual study’s conclusions on whether PT was
deemed a cost-effective intervention.

3.1.6 Population Costs at Various PT Cost-Sharing Levels

BerryDunn identified and analyzed member costs depending on the level of PT copay amounts
to provide insight into whether there were patterns associated with overall medical care costs.
Overall medical costs are heavily influenced by the underlying health status of the insured
population. BerryDunn performed this analysis to provide insight about whether members with
lower PT cost-sharing amounts would be less likely to postpone receipt of PT services and
therefore avoid poor health outcomes and higher medical care costs.

The 2019 data are considered more reliable for most components of the overall mandate
review, but the 2019 and 2020 data show similar patterns when the PT copay and total cost of
care are considered. The results are mixed for both years as copayment amounts increase. In
2019, the overall medical costs were highest among the population with the highest
copayments, but this population also had the highest total spend for just PT services in both
2019 and 2020. In both years, the populations with the lowest PT copayments had higher PT
spending but were also more expensive than the populations with copayments in the following
two higher categories.



Table 6: Calendar Year 2019

PT Co-Pay Amount Distribution

Average Total Cost of

Care

Average Total PT

Costs

Table 7: Calendar Year 2020

PT Co-Pay Amount Distribution

Average Total Cost of

Care

53% $57,827 $692
3% $74,212 $1,249
5% $52,728 $935

29% $36,375 $801
6% $39,174 $823
4% $42,749 $1,758

100%

Average Total PT

Costs

$72,899
3% $103,915 $1,376
5% $56,744 $939
30% $36,189 $868
6% $42,247 $3818
3% $53,857 $2,003
100%

Many factors go into choices of benefit design and cost-sharing levels, and this analysis does
not account for most of them. In many cases, members with substantial health care needs will
choose health insurance benefit designs with lower cost-sharing because of the expected
likelihood and frequency of necessary medical care treatment. A full review of the medical care
provided or deferred among populations receiving PT services, as well as outcomes for an
extended period, would provide substantially more insight into the likelihood of poor health
outcomes associated with the postponement of PT healthcare services.

3.1.7 Coverage and Appropriate Use of the Covered Service

The mandate reduces the cost to the patient as a barrier to PT services, and BerryDunn expects
the appropriate use of PT services will increase with lower cost-sharing. As further covered in
the medical and social evaluation below, PT services can play a significant role in patient care
and may serve as an effective alternative to opioids or treatment with more complex health care
services.
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3.1.8 Extent the Proposed Coverage Will Increase or Decrease Cost of
the Service

Claims for most PT services are submitted to health insurance carriers using standardized CPT®
codes that specifically describe the services. Health insurance carriers set allowed
reimbursement rates that will be paid for the service, and the rates are specific to each code. In
cases where CPT® codes are not used, carrier contracts determine total payment amounts
according to the terms of the arrangement. Examples of other payment systems may include a
discount from charges, case payments, or per diems. The total payments made to the health
care provider according to the fee schedule do not change with the cost-sharing amount due
from the patient to the health care provider. A legislative requirement that results in a reduction
in patient liability will not directly change the cost of the service.

Health care provider professional fee schedules are not regulated, and carriers may choose to
reduce or increase the fee schedule depending on an array of factors and market conditions. PT
provider contracts with health insurance carriers allow the carrier to adjust rates periodically,
and most PT providers cannot negotiate payment rates at their preferred levels. The legislation
will not directly result in a change to the cost of the service, but a new legislative mandate may
be considered when carriers update their professional fee schedules.

3.1.9 Extent the Mandate Will Change Administrative Expenses for the
Carriers

PT is generally a covered service, and the mandate does not require changes to the scope of
services under an insurance benefit design. Carriers have already developed PT provider
networks and fee schedules and set up claims processing systems to pay for PT claims. The
mandate would require cost-sharing to change in many cases, but cost-sharing is routinely
adjusted as benefit designs evolve, and the administrative costs associated with implementing
the mandate would be immaterial if the carriers are given adequate time before the mandate
requirements go into effect. Carriers update benefit designs, form filings, and premium rates as
plan years change. Administrative costs are kept to a minimum when modifications can be
made without disrupting the normal benefit revision cycle.

3.1.10 Impact on Carrier Retention

Health insurance carriers include retention costs, in addition to claims costs, in their premium.
Retention includes a carrier’s administrative costs, broker commissions, taxes and
assessments, and profit and risk charges. Administrative expenses and broker commissions are
typically fixed PMPM amounts and would not change significantly with small benefit
modifications. Taxes, profit, and risk charges are often percent-of-premium based, so the
estimated marginal claims PMPM would be inflated by these percentages.
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3.1.11 Impact on Employers’ and Individuals’ Ability to Purchase Health
Insurance

Higher premiums will undermine an employer’s or individual’s ability to purchase health
insurance, and this is a mandate that would otherwise put upward pressure on health insurance
premiums if no other changes were made to the benefit design or plan administration.

The Affordable Care Act (ACA)-compliant plans in the small-group and individual markets
consider cost-sharing using an actuarial value (AV) associated with the provision of the
essential health benefits (EHBs). The AV is represented as metal levels from platinum to bronze
and indicates the overall level of cost-sharing associated with the product. Bronze plans pay an
average of 60% of the costs, and platinum plans 90%. Suppose a PT cost-sharing mandate
requirement becomes a Maryland law. In that case, carriers might need to adjust other
components of the benefit design in response to the lower PT levels to stay within the de
minimus range of the AV, a plus or minus percentage around the AV associated with the metal
level. These ranges allow some flexibility in the richness of the benefit design for products of the
same metal level but might require benefit design offsets for the product to comply with State
and federal laws.

Premiums and benefit structures are designed to provide a compromise between cost and
value. Within regulatory standards, carriers will consider market conditions and competitive
forces as they make changes in response to a new mandate. Regulatory standards can provide
valuable member protections, and a mandate that potentially increases the cost of covering a
population might result in other benefit design compromises to offset the cost of the mandate.

4.0 Medical and Social Evaluation

4.1 General

In the United States, the start of PT practice is commonly associated with the poliomyelitis
epidemic, and its development and evolution are frequently associated with veterans returning
from wars (World War | through the Korean War).® Amendments to the Social Security Act
(SSA) in 1967 included a definition of “outpatient PT services,” and the expansion of PT usage
ensued.'! The passage of the Americans with Disabilities Act (1990) and an amendment to the
Public Health Service Act (1990), which established the National Center for Medical
Rehabilitation Research (NCMRR) within the National Institute of Child Health and Human
Development (NICHD), supported PT as a key component of providing quality health care to
individuals in the United States.'?

Physical therapists provide medical care to individuals of all ages through diagnosis and
treatment. Physical therapists address injuries, disabilities, and/or other health conditions that
require treatment, as well as provide prevention treatment. Physical therapists can assist with
mobility, pain reduction, function restoration, and disability prevention.*?

In Maryland, physical therapists can evaluate and treat patients without the restrictions of a
physician referral.}* Direct access to PT is the practice by which patients can directly obtain PT
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services without a referral or a prescription from a physician or a physician’s assistant.’® As of
2021, 50 states in the United States have a form of direct access, including Maryland; 6 states
impose limited direct access; 26 states have direct access with stipulations; and 18 states allow
patients unrestricted direct access.'®'” Maryland is one of 20 states that has unrestricted patient
access, with no restrictions or limitations for treatment without a referral.*®

4.1.1 Recognition by the Medical Community, Quality, and Safety

With some variation in referral levels based on provider specialty or insurance coverage,
research has shown that PT is recognized as being effective and efficacious in the treatment of
patients. One study found that patients with Medicaid or managed care plan coverage were less
likely to be referred for PT after a primary care visit compared to patients with private or non-
managed care plans.'® When controlling for the same visit characteristics, including patient plan
coverage, orthopedic surgeon visits resulted in more PT referrals than primary care visits.?° A
1984 survey of resident physician knowledge of PT found that the majority of respondents
(98%) refer their patients to PT and feel “adequately informed” (54%) to make these referrals.

A 2020 study comparing advanced practice PT to primary care focused on safety events and
utilization rates in the Malcolm Grow Medical Center (Maryland) and found that the two have
similar safety profiles. Patient safety reports are identified as near miss, actual events, sentinel
events, and intentionally unsafe acts. Near misses are the least concerning potential unsafe
events and do not reach the patient. Of the safety events reported in the PT clinic, 75% were
classified as near misses compared to 50% within the primary care clinic, and safety events
were more likely to reach patients in the primary care clinic compared to the PT clinic.
Prescriptions, laboratory tests, and imaging referrals were all more likely to be ordered in the
primary care clinic compared to the PT clinic.?? The diagnostic imaging study ratio discrepancy
of 1:37 (one diagnostic imaging study for every 37 patients) for the PT clinic compared favorably
to the 1:5 (one diagnostic imaging study for every 5 patients) for the primary care clinic.??

A 2017 study examining PT referral rates and opioid prescription rates in patients with low back
pain in the United States from 1997 — 2010 estimated that the PT rate was stable during this
time frame, with 170 million visits to address low back pain resulting in 17.1 million PT referrals
(10.1% referral rate).?* Visits not associated with PT were more likely to be associated with an
opioid prescription.?® A study conducted in 2012 among patients presenting in primary care
offices with low back pain found that PT utilization within 14 days of the primary care visit was
associated with a decreased risk of advanced imaging, additional physician visits, injections,
and opioid medications compared to delayed PT utilization.?® Patients who received early PT
treatment also had lower total medical costs for low back pain (by $2,736.23) than patients who
received delayed PT.?’

The implementation of a value-based insurance design for PT for the treatment of low back pain
was evaluated in a 2017 study.?® The researchers concluded that PT is a high-value treatment
option for back pain but is underutilized in part due to co-pays imposed per visit. To confront this
issue, Geisinger Health Plan (GHP) started offering a “PT bundle” of up to five PT visits for a
singular one-time copay that could be renewed if needed. The study compared patients who
were preauthorized for the PT bundle to those with a standard copay per visit and found those

13



in the PT bundle cohort had reductions in emergency department visits (29% — 35%) and
reductions in primary care visits after six months.?

PT could be considered an alternative to prescription pain medications when treating chronic
pain.*® A 2018 study estimated that 116 million Americans suffer from chronic pain, with
healthcare expenditures of approximately $2,000 per person per year (or over $600 billion
annually). A Gallup poll revealed that 78% of the 6,200 Americans surveyed would prefer drug-
free pain management, and almost one-third viewed prescription opioids as either “not very
safe” or “not safe at all.” As a means of decreasing the opioid epidemic and providing a safe and
effective treatment modality, the Centers for Disease Control and Prevention is recommending
nonpharmaceutical approaches, including PT, over opioid medications for the treatment of
chronic pain.®*

A 2021 literature review of studies evaluating PT interventions and opioid-use outcomes found
benefits with PT. Multiple studies observed that early PT was associated with reduced opioid
use.® PT utilization was also associated with lower odds (0.2 — 0.8) of opioid medication used
for people with low back pain and injured workers.*3

In support of access to PT services, Maryland Governor Larry Hogan issued an executive order
during the COVID-19 PHE to expand telehealth access.?* Telehealth for PT is covered by
Medicaid in Maryland, and the Centers for Medicare & Medicaid Services (CMS) allows private
practices, skilled nursing facilities (SNFs), hospitals, home health care agencies, and
rehabilitation agencies to bill for telehealth. There are no telehealth-specific CPT® codes for PT,
and payer-specific billing requirements may exist. The Maryland Board of Physical Therapy
Examiners acknowledged its permission for telehealth usage in 2019.%

4.1.2 Demand for PT and Workforce

The National Institutes of Health (NIH) invested $847 million in rehabilitation research in 2020, a
65% increase in funding from fiscal year 2015 ($514 million).3® According to the NIH’s 2021
Research Plan on Rehabilitation, approximately one in four adults (26%) have at least one
disability, and 34 million Americans lack the skills necessary for independent living. New
research will examine the potential for additional applications for PT, including whether PT
coupled with transcutaneous electrical nerve stimulation could be effective at pain management
and preclude opioid usage.®’

Due to the aging population of U.S. adults, increases in PT utilization and the need for PT
services are expected.® Aging populations typically have a higher prevalence of conditions,
including arthritis and stroke, that can benefit from PT interventions.*®

COVID-19 and the long-term adverse health outcomes are also contributing to an increased
demand for PT.*° Physical therapists work with COVID-19 patients who were intubated or
immobilized for long periods of time, and with 6% of hospitalized COVID-19 patients admitted to
intensive care units, the pandemic might result in many more patients utilizing PT services. The
pandemic also created new opportunities and demand for PT through telemedicine. Some
physical therapists are using telehealth with companies offering telehealth services exclusively,
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and other physical therapists are offering telehealth services in conjunction with patients who
require in-person care.*

A 2017 study examined trends in global rehabilitation needs using data on Years Lived With
Disability (YLD) from the 2017 Global Burden of Disease Study (GBD) and found that the YLD
rate per 100,000 people and the percentage of YLD that would expectantly benefit from PT
grew significantly over time (p<0.05).4? A similar study examined PT needs by condition and
found that musculoskeletal and pain conditions comprised 52.6% of the total PT needs
worldwide, with HIV-related complications comprising 5.7% of the needs in low-income
countries.*®

Also driving demand for PT services is the high satisfaction rates of patients receiving care. A
2011 review of patient satisfaction with PT for musculoskeletal conditions found that across
seven studies conducted in outpatient settings in the United States, Canada, Ireland, England,
Scotland, Norway, and Sweden, patients were highly satisfied with the care they received.** The
pooled estimate of patient satisfaction across the seven studies was 4.44 (95% confidence
interval = 4.41 — 4.46) on a scale of 1 to 5, in which 5 reflects high satisfaction. Patients
reported higher satisfaction with care following treatment provided by a physical therapist than
with treatment provided by a general medical practitioner, particularly with an explanation about
back pain. Eighty-nine percent were satisfied by a physical therapist’s explanation, versus 42%
for a general medical practitioner’s explanation.*

According to the Bureau of Labor Statistics data, as of 2019, 265,000 physical therapists were
employed, with most employed by outpatient care centers (42.3%), followed by general medical
and surgical hospitals and specialty hospitals (27.4%) (excluding psychiatric and substance use
facilities).*® Home health care services employed almost 10% (9.24%) of physical therapists in
the United States, and nursing home facilities employed 5.3%. Columbia (West) and Ellicott City
(Northwest), Maryland, employ the largest number of physical therapists.*’

Several studies have considered whether the PT labor force can meet the demands for
services. A 2016 study evaluating how to determine the “right-size” PT workforce across
countries, including the United States, found that the United States ranked above world
averages in terms of need for PT services across several disease categories.*® Cardiovascular
and circulatory diseases as causes of disability were higher in the United States than in any
other country in the study.*® Studies conducted in 2016 and 2010 evaluating PT job supply and
demand predicted shortages of physical therapists across the United States.5% 5!

A 2010 study found that shortages in PT services are expected to increase for all 50 states
through 2030. This study noted that states in the Northeast were anticipated to experience the
smallest shortages, while states in the South and West were anticipated to experience the
largest shortages.®?

However, the American Council of Academic Physical Therapy (ACAPT) in 2021 noted that too
much growth in PT graduates could outpace the Bureau of Labor Statistics projections on the
profession’s growth.>® The American Physical Therapy Association (APTA) agrees with ACAPT,
as the APTA found in its 2020 Physical Therapy Workforce Analysis, that there will be an
estimated national surplus of physical therapists by 2030.5* The APTA’s model is based on the
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workforce-to-population ratio, using the current ratio of full-time equivalent physical therapists to
the U.S. population with health insurance (as reported by the U.S. Census), but the model did
not account for the impact of COVID-19.%

The 2020 data from the Federation of State Boards of Physical Therapy indicated that the
United States has 312,716 licensed physical therapists and 127,750 PT assistants (PTAS),
resulting in a rate of 95 physical therapists per 100,000 people and 39 PTAs per 100,000
people. *® Maryland has 6,844 licensed physical therapists, accounting for 2.2% of physical
therapists in the United States, and 2,303 PTAs. Maryland has a lower rate of physical
therapists than the United States has on average, with 76 physical therapists per 100,000
people and 27 PTAs per 100,000 people.>” According to the APTA’s 2019 member database,
Maryland has 1,551 physical therapist members and 193 PTAs.%® Using the Bureau of Labor
Statistics data, Maryland, as of 2019, had 4,540 employed physical therapists and 1,880
employed PTAs.%®

Maryland is the seventh most diverse state in the United States, with 48.5% of the population
from ethnic and racial minority groups.®® The PT workforce is less diverse but still has a
significant portion of ethnic and minority representation (32.0%).5*
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4.1.3 Health Insurance Benefits

Carriers indicated that PT is covered among fully insured and self-funded employer groups,
including self-funded groups with at least 500 employees. One carrier indicated that PT cost-
sharing amounts are no greater than for primary care services within the carrier’s self-funded
populations. Because self-funded employers are not required to offer PT benefits, these findings
support the evidence suggesting that the public demand for PT services and health insurance
coverage for PT is strong.

Carriers responded to BerryDunn’s survey with substantial variation in how benefits are
administered. Some responses indicated largely unrestricted benefits for treatment of conditions
and visits, and others had several restrictions on coverage, such as 30 visits per condition.

Detailed and specific policies for determining what is medically necessary for PT coverage were
also provided. Examples of excluded coverage considered experimental include a gait analysis,
electromagnetic therapy, or a kinesiology walking test.

Prior authorization requirements ranged from never applied to a requirement for coverage of all
PT services.

Some carriers indicated coverage for habilitative PT treatment was provided, and others noted
the coverage was excluded.

Commercial carriers may substitute benefits of similar value under the ACA requirements for
Qualified Health Plans, but the EHB Benchmark Plan is often a common product design for
comparison in the individual and small-group markets. Maryland’s EHB plan is the Blue Choice
HMO Health Savings Account (HSA) Open Access product.®? Outpatient rehabilitation services,
which include PT, speech therapy, and occupational therapy, are covered with a limit of 30 visits
per condition per contract year for each therapy type. This benefit is provided with no additional
limitations or restrictions. Benefits for habilitative services are included in this plan for members
aged 19 and above in parity with benefits for rehabilitative services. 5 Benefits for members
from birth to age 19 for habilitative services reflect occupational therapy, PT, speech therapy,
orthodontics, oral surgery, and otologic and audiological therapy for the treatment of those with
congenital and genetic birth defects. As of 2019, Maryland was one of five states that
considered acupuncture an EHB.5

There was some indication that carriers would increase utilization controls—including prior
authorization, the number of visits covered and reviewing the site of care for medical
necessity—if the proposed mandate were to pass. In some markets, carrier policies have
excluded PT coverage in a hospital setting when the service can be provided in a more cost-
effective location.

The legislation only applies to commercial products; however, comparing benefit designs to
Medicare can provide insight into broader expectations for coverage. Medicare Part B assists
with the payment of medically necessary outpatient PT.%® Once patients meet the Part B
Deductible, which was $233 for 2022, they are responsible for payment of 20% of the Medicare-
approved amount (the amount that providers can be paid, which may be less than the provider
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charges in operation). Medicare does not restrict the amount it pays for medically necessary
outpatient PT services per calendar year.%®

Legislation limiting copayments has passed in eight states: Arkansas, Connecticut, lowa,
Kentucky, Missouri, New Hampshire (repealed), Pennsylvania, and South Dakota.®” In some of
these states, these limitations extend to other practitioners. For example, in Arkansas and lowa,
the legislation also applies to occupational therapists and speech-language pathologists.
Connecticut has an explicit dollar limitation of $30 per visit for in-network PT services.%®

4.1.4 Medical Debt and Financial Hardship

Medical debt is a substantial issue for many Americans, and a 2020 Kaiser survey found that
9% of the population that was insured for most of the year had medical debt, and more than half
of households cannot afford the deductible in a typical employer-based health insurance
product.®® The National Health Interview Survey using data through 2020 showed that 9% of
people avoided medical care due to the cost.”” These findings may be particularly relevant for
patients needing PT services due to the frequency of services provided and the more common
benefit design that requires the member to pay separate copayments for each visit.

Health insurance product designs continue to increase cost sharing to mitigate premium
increases. One of the unique considerations for administering PT benefits is that treatment
protocols often call for frequent visits with lower-cost interventions, particularly compared to
surgical treatment. Patients paying a separate copayment for each visit will contribute more to
the total amount paid to the provider than most other medical care services and provider types.
Although member liabilities are based on the lower negotiated fee schedule, not the higher
provider charge, this dynamic may result in members assuming greater responsibility for
payments to PT providers than other healthcare professionals. If cost-sharing amounts for PT
services continue to grow, the frequency of visits that the patient pays the full allowed amount
due to the provider will also increase.

A 2014 Kaiser Family Foundation study, in collaboration with ClearPoint Credit Counseling
Services (a nonprofit consumer credit counseling agency), examined problems and causes of
medical debt among people with health insurance.” One individual’s plan required very high
cost-sharing for covered services, and their annual out-of-pocket (OOP) limit did not apply to
outpatient copays. This individual had a $40 copay for each PT visit, which they had three times
per week for an extended period, resulting in an additional $500 per month for medical bills, and
close to $6,000 for the year. This individual was at 550% of the federal poverty level (FPL) and
received insurance from their large employer. Their bills from 2007 — 2010, including their PT
cost sharing, reached $30,000.

5.0 Blanket Insurance

The proposed mandate applies to blanket health insurance products. These are typically sold to
schools, religious organizations, sports teams, and volunteer groups and typically vary in their
benefit designs depending on the risk associated with coverage. The findings in this analysis
can be applied to blanket health insurance to the extent that the product design mirrors
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coverage in the major medical insurance market. The data available on blanket health insurance
products are more limited. Because the product designs are typically much less robust than
those subject to the minimum standards under the ACA, the associated costs would be lower.
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