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I. Introduction
	On October 15, 2021, the Committee on Hospitals, chaired by Council Member Carlina Rivera, and the Committee on Health, chaired by Council Member Mark Levine, will hold a hearing on hospital costs and their impact on access to care. Witnesses invited to testify include representatives from Greater New York Hospital Association (GNYHA), advocacy organizations, labor unions, and community-based organizations. 
II. Background
The United States spends more on health care than any other country in the world.[footnoteRef:2] In 2019, the United States spent 17.7 percent of its total gross domestic product (GDP) on health care, which is seven percentage points above the average of comparable countries.[footnoteRef:3] The total price tag amounted to $3.8 trillion, or $11,582 per person, according to the Centers for Medicare & Medicaid Services (CMS).[footnoteRef:4] National health spending is projected to grow at an average annual rate of 5.4 percent for 2019-2028, and to reach $6.2 trillion by 2028.[footnoteRef:5] The country’s increased costs are caused by a multitude of factors, including inflated prices for health care goods and services.[footnoteRef:6] Many costs for services are largely based on prices completely unregulated by the government, leaving insurance companies and providers to set rates.[footnoteRef:7] Consequently, health care pricing is opaque, with costs dependent upon where a service is rendered and by whom.[footnoteRef:8]  [2:  See “Health Spending and the Economy” Dashboard, Peterson-KFF Health System Tracker, last accessed October 7, 2021, available at https://www.healthsystemtracker.org/indicator/spending/health-expenditure-gdp/. ]  [3:  Id.]  [4:  See “Historical”, The Centers for Medicare & Medicaid Services, December 16, 2020, last accessed October 7, 2021, available at https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsHistorical ]  [5:  See “NHE Fact Sheet,” The Centers for Medicare and Medicaid Services, December 16, 2020, last accessed October 7, 2021, available at https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-reports/nationalhealthexpenddata/nhe-fact-sheet.html.  ]  [6:  Rosenthal, E., An American Sickness: How Healthcare Became Big Business and How You Can Take It Back, Penguin Random House, 2017.]  [7:  Id. ]  [8:  Id. ] 

Hospital Costs: How did we get here?
In 2019, hospitals costs accounted for 31 percent of national health expenditures.[footnoteRef:9] Hospital costs and expenditures are explained by several factors, including local input costs, administrative costs, utilization, populations served, and medical practices and styles; however, according to data gathered from the Institute of Medicine, price variation is the most significant factor in determining geographic variation of hospital expenditures among people with private insurance.[footnoteRef:10] The American Hospital Association has pointed out that hospital costs can be difficult to compare between various hospitals, cities, and states, as health care needs are determined by a multitude of factors and are specifically tailored to each individual patient.[footnoteRef:11] For the most part, hospitals in New York City reach pricing determinations through many considerations, including city, state, and federal regulations; pharmaceutical and medical device costs; market factors; and negotiations with insurance companies.[footnoteRef:12]  [9:  See “National spending on services and prescriptions”, Peterson-KFF Health System Tracker, last accessed October 7, 2021, available at https://www.healthsystemtracker.org/indicator/spending/national-spending-services/. ]  [10:  Gee, E., The High Price of Hospital Care, The Center for American Progress, June 26, 2019, available at https://www.americanprogress.org/issues/healthcare/reports/2019/06/26/471464/high-price-hospital-care/ ]  [11:  See “Hospital Price Transparency,” American Hospitals Association, available at https://www.aha.org/issue-brief/2018-05-04-hospital-price-transparency. ]  [12:  Cummings, M., Hospital prices show ‘mind-boggling’ variation across U.S. driving up health care costs, YaleNews, December 15, 2015, available at https://news.yale.edu/2015/12/15/hospital-prices-show-mind-boggling-variation-across-us-driving-health-care-costs] 

For much of the U.S. health care system’s history, insurers and providers, including hospitals, were allies.[footnoteRef:13] Blue Cross and Blue Shield, the nation’s largest health insurance system for half a century, is a prime example of this.[footnoteRef:14] Blue Cross was formed by the American Hospital Association, and Blue Shield was run by state medical societies affiliated with the American Medical Association.[footnoteRef:15] Providers set generous rules of payment, Blue Cross and Blue Shield made the payments without much pushback, and commercial insurers usually followed the same payment rules.[footnoteRef:16] This helped fuel rapidly rising health care costs, which were not critically examined until the 1970s.[footnoteRef:17] Starting then, various and numerous cost control measures, including selective purchasing by insurers of providers, took shape.[footnoteRef:18]  [13:  Bodenheimer, T. & Grumbach, K., Understanding health policy: A clinical approach (8th ed.), Chapter 16, McGraw Hill Medical, 2020.]  [14:  Id.]  [15:  Id.]  [16:  Id.]  [17:  Id.]  [18:  Id.] 

This lead to significant tension between providers and insurers, as well as businesses who wanted more affordable health insurance options.[footnoteRef:19] Insurers were now trying to keep their premiums and costs down, and sought to pay providers, including hospitals, less, while hospitals sought to maintain their prices while staying in network with competitive plans.[footnoteRef:20] This helped fuel hospital mergers and consolidations, which empowered hospital systems to demand greater price increases from insurers.[footnoteRef:21] Likewise, insurers merged with one another, with three huge for-profit insurers, Anthem, UnitedHealthcare, and Aetna, dominating many markets in metropolitan areas.[footnoteRef:22] [19:  Id.]  [20:  Id.]  [21:  Id. ]  [22:  Id.] 

Hospital transformations, including closures and consolidations, have increased in frequency in New York State over the past few decades.[footnoteRef:23] According to a report released by the New York State Health Foundation in 2018, over the previous 20 years, 41 hospitals in New York State had closed all of their inpatient services, and the overall number of community hospitals had decreased.[footnoteRef:24] According to the New York State Department of Health, 78 mergers or acquisitions were approved or pending between 2011 and September 2017.[footnoteRef:25] As a result, the twelve largest non-profit health systems in New York State now control half of all acute care hospitals and 70 percent of the inpatient acute care beds in the state.[footnoteRef:26] [23:  Empowering New York Consumers in an Era of Hospital Consolidation, New York State Health Foundation (2018) available at https://nyshealthfoundation.org/resource/empowering-health-consumers-in-an-era-of-hospital-consolidation/ ]  [24:  Id. ]  [25:  Id. ]  [26:  Id.] 

Today, what remains is an opaque pricing system with prices varying greatly depending on the location, as well as the type of insurance, a person has. Larger hospital systems and insurers have superior bargaining power, and both work to balance their desires for competitive and comprehensive prices while maintaining robust networks/patient pools. Attention remains on rising, disparate health care costs between hospitals, which led to recent federal regulations ordering hospitals to publish a complete list of the prices they negotiate with private insurers.[footnoteRef:27] Both insurers and hospitals fought against these regulations and failed, and many hospitals are ignoring the requirement.[footnoteRef:28] The data that is available from complying hospitals confirms what has been reported and studied for many years: hospitals charge patients very different amounts for the same basic services.[footnoteRef:29] For example, one study conducted by Yale prior to these regulations showed that in 2011, hospital prices for lower-limb magnetic resonance imaging (MRIs) were 12 times higher in the Bronx—the most expensive region of the United States for this type of scan—than they were in the cheapest region of the United States.[footnoteRef:30] Additionally, the study showed that prices could vary by up to a factor of nine within the same city.[footnoteRef:31] The data now available sheds more light on these discrepancies, specifically, how insurance coverage and which hospital one receives care in can shift the cost of their care by thousands of dollars. Costs can even vary based on which insurance product a person has from the same insurance provider.[footnoteRef:32] Additionally, there are several examples of major health insurers, including some of the world’s largest companies with billions in annual profits, negotiating unfavorable rates for their customers, with instances of insured patients receiving care that is more expensive than if they would have pretended to have no coverage at all.[footnoteRef:33] [27:  Kliff, S. & Katz, J., Hospitals and Insurers Didn’t Want You to See These Prices. Here’s Why., The New York Times, August 22, 2021, available at https://www.nytimes.com/interactive/2021/08/22/upshot/hospital-prices.html & The Centers for Medicare and Medicaid Services, Hospitals, September 30, 2020, last accessed October 13, 2021, available at https://www.cms.gov/hospital-price-transparency/hospitals ]  [28:  Kliff, S. & Katz, J., Hospitals and Insurers Didn’t Want You to See These Prices. Here’s Why., The New York Times, August 22, 2021, available at https://www.nytimes.com/interactive/2021/08/22/upshot/hospital-prices.html]  [29:  Id.]  [30:  Cummings, M., Hospital prices show ‘mind-boggling’ variation across U.S. driving up health care costs, YaleNews, December 15, 2015, available at https://news.yale.edu/2015/12/15/hospital-prices-show-mind-boggling-variation-across-us-driving-health-care-costs]  [31:  Id. ]  [32:  Id., see article for examples of cost differences across different facilities and based on one’s form of health insurance.]  [33:  Kliff, S. & Katz, J., Hospitals and Insurers Didn’t Want You to See These Prices. Here’s Why., The New York Times, August 22, 2021, available at https://www.nytimes.com/interactive/2021/08/22/upshot/hospital-prices.html] 

New York City Hospital Costs
Previously, the Committees held a hearing in November 2018 on the topic of cost discrepancies between New York City’s voluntary hospitals,[footnoteRef:34] as well as a hearing in December 2019 about rising health care costs.[footnoteRef:35] The multitude of factors and negotiated arrangements described above can result in significant differences in overall price levels among City hospitals, even those of similar sizes that provide similar services, regardless of the health status of the population served and the complexity of the services provided.[footnoteRef:36] In fact, in the Downstate region of New York State, the highest-priced hospitals are 2.2 to 2.7 times more expensive than the lowest-priced hospitals in the same region, which is higher than hospital discrepancies in Western and Central New York.[footnoteRef:37] In general, academic medical centers appear to have the highest prices, while medium-sized hospitals tend to have the lowest prices.[footnoteRef:38] Prices for patients also largely vary based on their form of health insurance. As a result of the Affordable Care Act, insurers must use at least 80 percent to 85 percent of every premium dollar on patient care.[footnoteRef:39] Therefore, insurers are incentivized to offer larger payouts to competitive hospital systems that provide care to many of their enrollees, then pass on increased costs to patients who pay higher premiums and thus increase their profits.[footnoteRef:40]  [34:  See Nov. 19, 2018 hearing, “Oversight - Cost Disparities between New York City’s Voluntary Hospitals,” New York City Council website, available at https://nyc.legistar.com/MeetingDetail.aspx?ID=651532&GUID=329A96B8-C5D2-4A28-AC7D-7B917B51AAD4&Options=info&Search=.]  [35:  See Dec. 12, 2019 hearing, “Oversight – Rising Health Care Costs,” New York City Council website, available at https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=4250205&GUID=696D7525-E093-45DF-962D-B630015B35AD&Options=&Search=. ]  [36:  “Why Are Hospital Prices Different? An Examination of New York Hospital Reimbursement,” The New York State Health Foundation (2016) available at https://nyshealthfoundation.org/wp-content/uploads/2017/11/an-examination-of-new-york-hospital-reimbursement-dec-2016.pdf.]  [37:  Id.]  [38:  Id.]  [39:  Rosenthal, E., An American Sickness: How Healthcare Became Big Business and How You Can Take It Back, Penguin Random House, 2017.]  [40:  Id.] 

A study by the 32BJ Health Fund analyzed data from hospitals in the greater New York City area and found that the majority of them failed to fully comply with the new Federal transparency regulations.[footnoteRef:41] New York City Health + Hospitals (H+H) was the most compliant, while private, non-profit hospital systems, including Mount Sinai, Montefiore, Northwell, New York Presbyterian, Memorial Sloan Kettering, and NYU Langone, were less compliant or fully non-compliant.[footnoteRef:42] No hospitals within the Northwell, Memorial Sloan Kettering, and NYU Langone systems reported their prices.[footnoteRef:43] [41:  32BJ Health Fund, 32BJ Health Fund: Price Transparency Compliance Among NYC Hospitals, available at https://www.32bjhealthfundinsights.org/wp-content/uploads/2021/07/32BJ-Health-Fund-Price-Transparency-Compliance-Among-NYC-Hospitals.pdf ]  [42:  Id.]  [43:  Id.] 

Affordability of Health Care
Health care costs impact the way patients access care; affordability and access are intertwined. In 2019, about 1 in 10 adults (10.5 percent) reported that they delayed or did not get care because of costs.[footnoteRef:44] Delaying or forgoing medical care because of costs disproportionately impacts those who are Hispanic and Black. Hispanic and Black adults are more likely to delay or forego medical care (15.1 percent of Hispanic adults and 13 percent of Black adults) compared to white and Asian adults (9.3 percent and 4.8 percent).[footnoteRef:45] These racial disparities tie into other health inequities, such as rates of insurance and one’s health status. Individuals who require more care and who are uninsured have more difficulty accessing care due to cost, leaving those who are most sick and vulnerable at the most risk.[footnoteRef:46] In 2019, nearly one out of every five individuals (19.4 percent) with worse health delayed or did not receive medical care due to cost barriers, compared to about nine percent of individuals with better health.[footnoteRef:47] In general, individuals who require more care, including those in worse health, contribute much more to health care spending than others, such as those in better health.[footnoteRef:48] More than one in three uninsured adults (37 percent) said they delayed or went without health care because of cost reasons, compared to 7 percent of adults who have health insurance.[footnoteRef:49]  [44: Amin, K., et. al., How does cost affect access to care?, Health System Tracker, January 5, 2021, available at https://www.healthsystemtracker.org/chart-collection/cost-affect-access-care/#item-start]  [45:  Id. ]  [46:  Id. ]  [47:  Id.]  [48:  For more information, see Sawyer, B. & Claxton, G., How do health expenditures vary across the population?, Health System Tracker, January 16, 2019, available at https://www.healthsystemtracker.org/chart-collection/health-expenditures-vary-across-population/#item-start ]  [49:  Amin, K., et. al., How does cost affect access to care?, Health System Tracker, January 5, 2021, available at https://www.healthsystemtracker.org/chart-collection/cost-affect-access-care/#item-start] 

Insured individuals can be impacted by high levels of cost sharing and increasing premiums, even though health insurance can provide protection against unexpected costs.[footnoteRef:50] Those with health insurance face high costs; for example, health care spending for a family of four with employer coverage topped $22,000 on average in 2018.[footnoteRef:51] This oftentimes leads to an individual or family being underinsured. As explained by the Commonwealth Fund, people who are “underinsured” have high health plan deductibles and out-of-pocket medical expenses relative to their income and are more likely to struggle paying medical bills or to skip care because of cost.[footnoteRef:52] Their survey found that 41 percent of underinsured adults said they delayed needed care because of cost, compared to 23 percent of people with adequate insurance coverage.[footnoteRef:53] According to data from Peterson-KFF Health System Tracker, 12.4 percent of all insured adults reported difficulty paying medical bills in 2019.[footnoteRef:54] At least one-fourth of insured adults report difficulty affording their deductible (34 percent), the cost of health insurance each month (28 percent), or their co-pays for doctor visits and prescription drugs (24 percent).[footnoteRef:55] These trends correspond with the ongoing trend of rising premiums, deductibles, and other types of cost-sharing in the employer-sponsored insurance market.[footnoteRef:56] [50:  Kirzinger, A., et. al., Data Note: Americans’ Challenges with Health Care Costs, Kaiser Family Foundation, June 11, 2019, available at https://www.kff.org/health-costs/issue-brief/data-note-americans-challenges-health-care-costs/  ]  [51:  Rae, M., Copeland, R., & Cox, C., Tracking the rise in premium contributions and cost-sharing for families with large employer coverage, Health System Tracker, August 14, 2019, available at https://www.healthsystemtracker.org/brief/tracking-the-rise-in-premium-contributions-and-cost-sharing-for-families-with-large-employer-coverage/ ]  [52:  The Commonwealth Fund, Underinsured Rate Rose From 2014-2018, With Greatest Growth Among People in Employer Health Plans, February 7, 2019, available at https://www.commonwealthfund.org/press-release/2019/underinsured-rate-rose-2014-2018-greatest-growth-among-people-employer-health ]  [53:  Id.]  [54:  Amin, K., et. al., How does cost affect access to care?, Health System Tracker, January 5, 2021, available at https://www.healthsystemtracker.org/chart-collection/cost-affect-access-care/#item-start]  [55:  Kirzinger, A., et. al., Data Note: Americans’ Challenges with Health Care Costs, Kaiser Family Foundation, June 11, 2019, available at https://www.kff.org/health-costs/issue-brief/data-note-americans-challenges-health-care-costs/  ]  [56:  Id.] 

Labor Negotiation Dispute 
An ongoing dispute between New York-Presbyterian (NYP) Hospital and the New York City Municipal Labor Committee (MLC), negotiated through the Office of Labor Relations (OLR), stems from a concern that NYP’s prices were disproportionately higher than other City hospitals, and that such costs were creating a burden for the City, its employees, municipal unions, and taxpayers.[footnoteRef:57] For example, according to the union 32BJ SEIU, the average cost of bariatric surgery at New York City hospitals is $41,742, but costs exceeded $51,000 at NYP.[footnoteRef:58] Additionally, an outpatient colonoscopy at most hospitals cost on average $3,638, and NYP charged $8,991.[footnoteRef:59] This dispute resulted in 32BJ SEIU dropping NYP from its coverage network starting in January 2022.[footnoteRef:60] Although such discrepancies may possibly be explained by market forces, medical costs, and other external factors, further transparency is required to fully understand the cause. [57:  Letter from OLR to NYP, Sept. 10, 2018, available at https://www1.nyc.gov/assets/olr/downloads/pdf/collectivebargaining/mlc-olr-joint-agreement-presbyterian-letter.pdf. ]  [58:  Eisenberg, A., 32BJ severs ties with NewYork-Presbyterian amid broader fight for pricing transparency, Politico, June 4, 2021, available at https://www.politico.com/states/new-york/albany/story/2021/06/04/32bj-severs-ties-with-newyork-presbyterian-amid-broader-fight-for-pricing-transparency-1385174]  [59:  Id. ]  [60:  For more information see Eisenberg, A., 32BJ severs ties with NewYork-Presbyterian amid broader fight for pricing transparency, Politico, June 4, 2021, available at https://www.politico.com/states/new-york/albany/story/2021/06/04/32bj-severs-ties-with-newyork-presbyterian-amid-broader-fight-for-pricing-transparency-1385174; Can also reference the Council’s Dec. 12, 2019 hearing, “Oversight – Rising Health Care Costs,” New York City Council website, available at https://legistar.council.nyc.gov/LegislationDetail.aspx?ID=4250205&GUID=696D7525-E093-45DF-962D-B630015B35AD&Options=&Search=. ] 

III. Conclusion 
The purpose of this hearing is for the Committees to better understand the rising hospital costs and pricing in New York City, and how costs impact individuals’ access to high quality and affordable care. Given how opaque the price negotiation process is between hospitals and insurers, the Committees hope to dissect how this lack of transparency has impacted individuals and our City’s health care spending. 
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