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Hospital Prices

* Hospitals accounted for 32% of healthcare cost growth 2005-2024 =
$1 Trillion in increased cost

* 61% of cost growth attributable to increased prices

* Hospitals accounted for 40% of healthcare cost growth 2022-
2024

* Over 40% of premiums go to hospital based care

* Hospital prices for inpatient care paid by private insurance have
grown at twice the rate as for Medicaid/Medicare




Consolidation

..

« Consolidation shown to lead to higher prices

« By 2022 97% of metro areas had highly Market
concentrated hospital markets i

* Nearly half (47%) of metro areas have only one or

two hospitals/ health systems providing inpatient
care.

Consolidation

* Vertical consolidation and private equity growing
« (Consolidation correlated with increases in medical debt

 Health Care Affordability Lab: interactive map of hospital market
concentration



https://markets.healthcareaffordabilitylab.org/market-explorer/usa?year=2025
https://markets.healthcareaffordabilitylab.org/market-explorer/usa?year=2025
https://markets.healthcareaffordabilitylab.org/market-explorer/usa?year=2025

Potential Solutions

Hospital Financial & Ownership Reporting/Transparency
* Accountability/oversight for nonprofit hospitals
Site-neutral payments / Addressing facility fees

Additional state oversight in mergers, acquisitions, and
private equity or prohibiting corporate practice of medicine

Setting premium targets and benchmark reimbursement rates

Limit Prices




Price Controls - Rhode Island Experience

Using rate review authority, Rl adopted Affordability Standards with the dual
goal of improving primary care investment and reducing costs. Among other
things, requires review and prior approval if average hospital
reimbursement rate increases exceed the set growth rate (inflation + 1%).

Applies to fully-insured market.
Associated with an average 9.1% reduction in hospital prices.
Reduced premiums by $1,000 per member per year.
Reduced hospital revenues by nearly $160 million annually.
* Rl hospital margins below national average
Price reductions realized in both fully-insured and self-insured markets, but
premium impact only felt on fully-insured.




Price Controls - Oregon Experience

* OR capped hospital facility prices for 24 large, urban hospitals
with respect to the state employee plan at % of Medicare (200%
for in-network, 185% for OON)

» Reduced facility prices. Impact varied based on hospital’s initial prices.

* Produced ~$107.5 million (4% of total plan spending) in savings over first 2
years, 3 months

* 9.5% reduction in out-of-pocket spending, accompanied by increase in
utilization of outpatient procedures

» No significant impact on hospital finances, operations and patient
experience

» Unclear if this would generalize to a cap applied to the broader market




Price Controls - Recent State Activity

« VT: Requires Green Mountain Care Board to cap hospital payment
rates at % of Medicare. Board must ensure savings are passed to
consumers. Allows Board to set minimum payment floors for non-
hospital services. Transition to global hospital budget in 2030.

* IN: Requires non-profit hospitals to bring aggregate average hospital
prices below statewide average by June 2029 or lose nonprofit status.

 WA: Caps state employee health plan hospital payments at % of
Medicare rates (200% for in-network and 185% for OON). Exempts CAHs
and certain other hospitals. Establishes payment minimums for primary
care, BH, and CAHs. Requires savings be passed to consumers.




Price Controls - Key Policy Considerations

How is the limit structured? (Flat cap, growth cap)

Is the limit set at the right level?

 Too high: Limits savings, hospitals may raise rates
 Too low: Could negatively impact hospitals’ viability
Does one size fit all? Do some areas need investment?

|s there a mechanism to ensure the savings get passed
to consumers?

Is there a provision to ensure that hospitals don’t increase
other prices up to the cap level?
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