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ADDRESSING CONSOLIDATION

Physician-Led Hospitals as a Tool to Increase Competition

While many public policy debates lead
to partisan battles, the issue of
increasing consolidation in healthcare
markets and its effect on price and
quality has attracted the same level of
concern from left- and right-leaning

think tanks and both sides of the

political aisle. . . . ‘
inject competition into health- . . . ' ‘
care markets already exists:

the expansion of physician-led . . ' . '

and owned hospitals.

Atool that could immediately

The Evidence Is Clear

Physician-led hospitals increase competition by providing
alternative options for treatment. The Health Care Cost
Institute Hospital Concentration Index, which measures

Quality and Prices

While consolidation often occurs in the name of
decreased cots for patients, the reality is that many
consolidation efforts result in higher prices for

patients. As the Congressional Budget Office
commented to Congress in its January 2022 report
on rising healthcare prices: "Greater market
concentration has been linked to less price
competition”

Ironically, quality increases, which are also cited as
the impetus behind these consolidations, are now
being questioned by health policy experts. Harvard
Medical School scientists published a study in the
New England Journal of Medicine stating that “the
quality of care at hospitals acquired during a
recent wave of consolidations has gotten worse or
stayed the same"’

The Cost of Consolidation

0 A Single Hospital System
(Q Features 50% of Inpatient
Admissions in Most Markets'

marketplace concentration in 182 metro areas,
demonstrates that areas with physician-led hospitals also
feature more competition and lower market concentration.

In 2020, 36 percent of the metro areas in the index included
at least one physician-led hospital, and the metro areas
featuring physician-led hospitals had an average index
score that was 11.8 percent lower than areas without
physician-led hospitals. (A lower number means more
competition and less market concentration.) In addition,
only 5 percent of areas with physician-led hospitals
were in highly concentrated markets (compared to 13%
of areas without physician-led hospitals).
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POHs as a Solution

Unfortunately, many healthcare markets
across the nation are prohibited from
having an additional hospital in the
market due to the restriction on new
physician-led hospitals. In addition, over
250 existing physician-led hospitals have
been barred from meeting their
community needs needs due to the
growth restriction.

Now is the time to allow for the
expansion of physician-led hospitals to
serve as part of the solution to advance
competition, increase high quality
patient care and improve healthcare
efficiencies.

Hospital acquisitions of
physician practices
more than doubled .
from 2012 to 20182
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1..MedPAC's March 2020 report to Congress: "Congressional Request on Health Care Provider Consolidation”
2.Physicians Advocacy Institute's February 2019 report: "Updated Physician Practice Acquisition Study: National
and Regional Changes in Physician Employment 2012-2018"
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