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Oversight: Cost Disparities between New York City’s Voluntary Hospitals
I. Introduction


On November 19, 2018, the Committee on Health, chaired by Council Member Mark Levine, and the Committee on Hospitals, chaired by Council Member Carlina Rivera, will hold a hearing on the cost disparities between New York City voluntary hospitals. Witnesses invited to testify include representatives from advocacy organizations and community-based organizations.
II. Background
Data shows that the United States spends more on health care than any other country in the world.
 Our increased costs are caused by a multitude of factors, including higher prices for health care goods and services.
 For example, on average, a magnetic resonance imaging (MRI) scan costs $215 in Australia,
 while the same scan in the United States is over five times the price ($1,119).
 Similarly, the United States experiences higher costs for medical staff, pharmaceuticals, medical devices and equipment, and higher costs for medical services in a hospital setting.
III. Hospital Costs and Pricing
Discrepancies in Hospital Costs
There has been recent news coverage surrounding rising, disparate healthcare costs between hospitals.
 Studies have shown that there is wide variation in hospital costs around the country for the same or comparable medical procedures.
 For example, one study conducted by Yale showed that in 2011 hospital prices for lower-limb 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 U.S.
 Additionally, the study showed that prices could vary by up to a factor of 9 within the same city.
 Another study, which focused on health care in California, found that the price of an appendectomy ranged from as little as $1,529 to as much as $182,955 within the state.
 Notably, prices varied more by individual institution than geographic region.
 
Experts have pointed out that hospital costs can be difficult to compare between various hospitals, cities, and states, as healthcare needs are determined by a multitude of factors and are specifically tailored to each individual patient.
 Accordingly, there has been a push nationally to create greater transparency surrounding hospital healthcare costs, including an Affordable Care Act (ACA) requirement for hospitals to publicly release an annual report listing hospital charges for items and services.
 In response, the American Hospitals Association (AHA) released a task force report setting forth principles and action steps aimed toward transparency in hospital pricing, calling for information that:  
· is easy to access, understand and use;
· creates common definitions and language describing hospital pricing information for consumers;
· explains how and why the price of patient care can vary;
· encourages patients to include price information as just one factor to consider when making decisions about hospitals and health plans; and
· directs patients to more information about financial assistance with their hospital care.

For the most part, hospitals in New York City reach pricing determinations through consideration of many factors, including: city, state, and federal regulations; pharmaceutical and medical device costs; market factors; and through negotiations with insurance companies.
 In general, larger hospital systems tend to have more bargaining power to reach such cost agreements with insurance providers. This sometimes leads to hospitals negotiating to be included in every insurance plan option, thereby eliminating competition for smaller, less-expensive hospital systems.
 This multitude of factors and negotiated arrangements can sometimes 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.
 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.
 In general, academic medical centers appear to have the highest prices, while medium-sized hospitals tend to have the lowest prices.

Labor Negotiation Dispute
One example of a hospital pricing negotiation highlighted in the news recently between New York-Presbyterian (NYP) Hospital and Empire Blue Cross Blue Shield (BCBS) has led to a dispute that may affect 300,000 patients and could potentially lead to higher healthcare costs and fewer coverage options.
 The dispute initially arose out of a labor disagreement between NYP and the New York City Office of Labor Relations (OLR), stemming from an OLR 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, and municipal unions and taxpayers.
 For example, OLR found that NYP, on average, charges $83,000 for hip replacement surgery, while other New York hospitals were found to charge, on average, $58,000 for hip replacement surgery.
 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.
IV. Conclusion 
The purpose of this hearing is for the Committees to better understand the discrepancies between various hospital costs, and to bring further transparency to hospital pricing. The goal is to examine hospital costs in the City, and how those costs impact the everyday New Yorker. This is especially important considering the hospital transformations occurring in our City, and because hospital costs can also impact the cost of other health care services.
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