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What if the price of food increased like the price of 
health care?

$65$57 $160

Source: Institute of Medicine, Best Care at Lower Cost: The Path to Continuously Learning Health Care in America (2013) 
and updated to 2019 dollars with the Federal Reserve Bank Consumer Price Index Inflation Calculator. 



Why do we spend so much on 
health care?
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Drivers of US Health Care Spending
POPULATION-BASED FACTORS

• Aging Population

• Chronic Disease

• Obesity

• Mental Illness/Substance Abuse

SYSTEM-BASED FACTORS

• Overutilization

• High Prices

• Industry Consolidation

• High administrative costs
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Aging Population
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Comparison of Aging Populations
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Chronic Disease
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Slide 15

JK4 Update
Jaime King, 9/22/2020



Obesity
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Mental Illness/Substance Abuse
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Spending = Price x Utilization
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Price Utilization



Utilization: Hospital Stays
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Utilization – Physician Visits
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“Defensive Medicine”

Real, but Low Impact on Healthcare 
Spending:

◦ Less than 2 percent of total 
health care spending 
(Congressional Budget Office in 
2004)

◦ 2.4 percent of total national 
health care spending in 2008. 
(Mello et. al.)

◦ Only 2.9% of costs were 
completely defensive in one MA 
hospital system (Rothberg et. al.)
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Source: HCCI, 2018 Health Care Cost and Utilization Report 
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Pharmaceutical Prices
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Price for Humira Pen, 2 kit, 40 mg in 2017 USD
https://www.statista.com/statistics/312014/average-price-of-humira-by-country/ 
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Pharmaceutical Prices
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Pharma Profits as Dri
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Profit Margins Across Health Care 
Industries
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Source: Bannow, Dems villanize insurers, even as pharma profits dominate, Modern Healthcare 8/1/19
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Drivers of US Health Care Spending
3
2

USA

“Prices are the primary reason why US spends 
more on health care than any other country”
- Gerard F. Anderson, Peter Hussey, and Varduhi Petrosyan, It’s Still The Prices, Stupid: Why The US Spends So Much On Health Care, And A Tribute To Uwe Reinhardt, 
Health Affairs 38:1 (2019)

Source: John Hargraves and Aaron Bloschichak, International comparisons of health care prices from the 2017 iFHP survey, Health Care Cost Institute’s 
#HealthyBytes Blog (Dec. 17, 2019), https://healthcostinstitute.org/blog/entry/international-comparisons-of-health-care-prices-2017-ifhp-survey



What Happened to US Health Care 
Prices?

- Failure to protect essential elements of a free market system – price 
transparency and competition.

- Failure to rigorously enforce antitrust laws. 

- Failure to regulate to control prices when competition no longer exists. 
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Failure to Protect Price Transparency
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Source: Murray, et al, Report Card on State Price Transparency Laws  (2020)



Antitrust Enforcement Losses Fuel 
Consolidation
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Source: Cory S. Capps, From Rockford to Joplin and back again: The impact of economics on hospital merger enforcement, 59 The
Antitrust Law Bulletin 443, 449 (2014).  



Healthcare Merger Mania
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Healthcare Merger Mania
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Cross-MarketHorizontal (Part 1)
- Increased Prices: Post-merger hospital prices increased 20-44% (Dafny, 2009; Haas-

Wilson & Garmon, 2011; Tenn, 2011; Gaynor & Town, 2012)
- Reduced Quality: Hospital acquisition associated with modestly worse patient 

experiences or reduced quality (Gaynor et al. 2013; Koch et al. 2018; Short and Ho, 
2019; Beaulieu, Dafny, et al., 2020)

- California hospital mergers associated with higher inpatient mortality rates 
among heart disease patients (Hayford, 2011)



Healthcare Merger Mania
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Horizontal (Part 2)

- Increased Premiums: Higher hospital concentration associated with higher ACA 
premiums (Boozary, et al., 2019)

- Reduced Wage Growth: Hospital mergers reduced wage growth by 6.3% for nurses 
and pharmacists (Prager and Schmitt, 2019)

- Higher Costs: Hospitals in larger systems have higher operating costs than hospitals 
in smaller systems (Burns et al., 2015)



Healthcare Merger Mania
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Vertical
- Higher Physician Prices: Physician prices increase 

post-merger by an average of 14% (Capps, Dranove, 
& Ody, 2018)

- Cardiologist prices increased by 33.5% (Id.)
- Orthopedist prices increased by 12-20% 

(Koch and Ulrick, 2017)
- Higher Clinic Prices: Hospital-acquired clinic prices 

increased 32–47% within four years (Carlin, Feldman 
& Dowd, 2017)

- Higher Hospital Prices (Baker, Bundorf, Kessler, 
2014)

- Little to no quality improvements (McWilliams et al. 
2013; Neprash et al. 2015; Short and Ho, 2019)

- Unlikely to trigger federal antitrust review



Healthcare Merger Mania
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Cross-Market
- Rising number of cross-market mergers
- Increased Prices: 7-17% increases in prices for independent hospitals 

purchased by out-of-market systems (Lewis & Pflum, 2016; Dafny, Ho, & Lee 
2019)

- Increased Competing Hospital Prices: Price increases by 7.8% in nearby rival 
hospitals (Lewis & Pflum, 2016)



Health Care Consolidation
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Merger Oversight in Super Concentrated States
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Change in HHI from 2010 to 2018

Source: The Source on Healthcare Price and Competition
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Source: HCCI
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Family’s Premiums Increased 339% Since 1999
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits

$19,616/year



Family’s Worker Contributions Increased 359% Since 1999
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Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits

$5,547/year



Source: University Of Pennsylvania - The Leonard Davis Institute Of 
Health Economics, The Burden Of Health Care Costs For Working 
Families (2019)
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Question Major Concern (%) Not A Major Concern (%)

Your health insurance plan 
will require you to pay 
higher premiums or a 
greater portion of medical 
expenses

61 37

You will not have enough 
money to pay for medical 
or healthcare

46 53
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GALLUP, NOV. 1-11, 2018



Employer Sponsored Coverage 
Leaves Significant Gaps 
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Affect on Treatment
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What Do People Do to Pay Medical Bills?
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Options for Addressing High Prices 
and Consolidated Markets
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Litigation/
Enforcement Examples

Pre-Merger Challenge St. Luke’s (ID)
Partners/South Shore (MA)

Merger Review and 
Oversight

Beth Israel/Lahey (MA)
UPMC/Highmark (PA)

Challenge Anticompetitive 
Behavior

Becerra v. Sutter Health 
(CA)

Atrium (NC)

Legislation Type Examples

Address Specific Market 
Imperfections

Most Favored Nations 
Prohibitions

Surprise Billing Laws
Anti-Steering Prohibitions

Improve Market Function

Price Transparency 
Laws/APCDs

Enhance Merger Review
Revise Network Adequacy 

Laws

Market Regulation

Rate Review
Rate Caps

Public Option
Single Payer



Thank You! 
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The Source on Healthcare Price and Competition –
Sourceonhealthcare.org

Email: Jaime.king@auckland.ac.nz

Jaime King
John and Marylyn Mayo Chair in Health Law

Professor of Law
University of Auckland, Faculty of Law

Executive Editor
The Source on Healthcare Price and Competition




