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Reducing Health Care Spending: What
Tools Can States Leverage?
- “Given limits to significant federal
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control spending growth is likely
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Michael E. Chernew, David A. Cutler, Shivani A. Shah
August 18th, 2021

Sept 28/29, 2021 CBGH Annual Forum 2


https://www.commonwealthfund.org/person/michael-e-chernew
https://www.commonwealthfund.org/person/david-cutler
https://www.commonwealthfund.org/person/shivani-shah
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Colorado >>e<) Commonwealth
Trends in Employer Insurance Costs, 2010—2019 A2/ Fund
Year' Average annual change
2010 2015 2018 2019 2010-19 2015-19 2018-19

Employer-Sponsored Insurance Premium Costs

Single coverage

Colorado  $4,630  $5,794  $6,255  $6,550 3.9% 3.1% 4.7%
United States $4,940 $5,963 $6,715 $6,972 3.9% 4.0% 3.8%
Family coverage
Colorado $13,393 $16,940 $18,314 $20,171 4.7% 4.5% 10.1%
United States $13,871 $17,322 $19,565 $20,486 4.4% 4.3% 4.7%

Employee Contribution to Premium Costs

Single coverage

Colorado $883 $1,235 $1,289 $1,561 6.5% 6.0% 21.1%
United States $1,021 $1,255 $1,427 $1,489 4.3% 4.4% 4.3%

Family coverage

Colorado $3,618 $4,848 $4,963 $6,246 6.3% 6.5%
Sept 28129, 20gtited States $3,721 $4,710 $5,431 $5,726 4.9% 5.0%




"
N A o
' FOR ECONOMIC
Mt L BN oo
. '. . RESEARCH
]

a¢KS OFasS 2F [ 2f 2N
how fundamentally broken the
I YSNRAOIY KSIFfOoaK Ol

G¢KS 9FFSOGa 2F 1 2aLlmalrt /2y
Center for Economic and Policy Research, March 2020

Sept 28/29, 2021 CBGH Annual Forum



Purely Competitive Markets
(Admittedly, a hypothetical extreme at best)

ALow barriers to market
AMany competitors selling same or

comparabl e products (“p ")
AConsumers have (have access to) complete or

ever "perfect" knowl edg

Characteristics of Oligopolies

A High barriers to entry

AFew competitors/ mar ket dat
ASel l ers are “price maker s aker

A“ 1 nt er de pselied enderstrid value in
acting together covertly rather than competing on
price or outcomes.

"The past had ot
and so do we today.” - Paul

Starr
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Factors Associated with Increased Health Care Spending

f r oReduting Health Spending: What Tools Can States U
Chernew et al, 8.11.21)

US healthcare relies on a
market-basedmodel. BUT l ‘
markets, in turn, RELY on Prices Insurer
11 nput costs, cas m—
competition. > dministrative fees, competition
and provider profits l
Provider
competltlon_and Spending on ; EramaEe
local practice health care
patterns

Utilization
P Low- and
high-value care

1
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The Herfindahl-Hirschman Index, a QUESTIONS for
commonly accepted measure of PURCHASERS and POLICY MAKERS

market concentration, is used by the
DOJ to measure competitiveness:

1. “Acti1 on at t hhe St at

A <1499 = competitive A By legislators/regulators?
A 1,500 and 2,499 = moderately competitive A By employers/other purchasers?
A >2,500 = uncompetitive A By both?

, 2. What ®“actions” migh
Colorado’s HHI Scores individually and/or collectively to foster a
A Boulder 1,951 more effective healthcare market?

A Denver | 2,909 3. “What c anasviducidriesa r n
A Colorado Springs 4,088 from other States that might improve the
A Fort Collins 6,184 value proposition of healthcare in

Col orado?"”
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Il n the spirit of “Let’s steal e
What Can be Learned from This Afternoon’s Sessions

AKeynote Address: Col orado’s I nsurance Commi Ssi
“Why States Must Lead; How Colorado Intends To”

A A National Perspective: Sara Collins, PhD/The Commonwealth Fund
“How States Can Support Market Based Strategies to Reform Healthcare”

A Connecticut’s Centers of Excellence Program, Francois de Brantes/Signify Health
"Utilizing Episodes of Care to Improve Quality”

A Michigan’s Experience, Ryan Catignani/Beaumont Health System
“How a Michigan Hospital System is Leading in Health Reform and Affordability”

Alndiana’s Market Changing Work, G| or i a Sachdev, Phar mD,
and Christopher Whaley, PhD/Rand Corporation
“How Much Do You Pay for Hospital Services? The RAND Hospital Analysis Study”
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Tomorrow (Briefly)
( Regrettably, though understandabl y,

AYour Feedback. Please enter or send your thoughts on today.

ANorth Carolina’s Treasurer (a personal hero) and purchasing director
with a tale of reformation work on behalf of the people of their State.

ANational Academy for State Heath Policy (a couple of straightshooters)

ASelf-Insured Schools of California - an unprecedented model of
collaborative leadership anghrollee acceptance

AA National/Local Purchasing Collaborative - between the Purchaser
Business Group on Health and The Colorado Purchasing Alliance.

AColorado’s Health Plan Leaders - a panel discussion about the future of
marketbased reform in our state.
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Thank you to our Sponsors!
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