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Testimony related to Maine’s LD 2196 submitted by Maureen Hensley-Quinn, Senior Director, of Coverage,
Cost and Value at the National Academy for State Health Policy (NASHP) on March 5, 2026.

NASHP is a non-partisan forum of state policy makers that works to develop and promote innovative health
care policy solutions at the state level. We approach our work by engaging and convening state policy

makers, including legislators, to solve problems. We conduct policy analysis and research, and we provide
technical assistance to states.

We submit this testimony neither for or against a particular bill, but to provide analysis and information
from available data sources on hospital costs, as well as to share relevant state experience to date. This is
part of our Hospital and Health System Cost work, which seeks to provide state resources to support their
pursuit of increased affordability while ensuring access to essential providers, for which comprehensive
health coverage is critical. Our testimony offers additional background information and context on: (1)
hospital prices in Maine, (2) health system consolidation, and (3) state policy solutions aimed at lowering
hospital prices and improving affordability.

1. Maine Hospital Prices

NASHP’s hospital cost tool uses Medicare Cost Reports (MCR) submitted annually by approximately 5,000
hospitals, including those in Maine. According to the 2024 data, Maine’s median hospital net patient
revenue per adjusted discharge ($16,787) is higher than the national median ($14,210) with statewide
median patient discharges (7,631) lower than the national (9,609). These data indicate Maine prices for
hospital care is higher than the national median and it is not necessarily driven by utilization. This is
affirmed by the data below from the Maine Health Data Organization.
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NASHP’s hospital cost tool also highlights that while hospital costs are rising, their charges that reflect the
price consumers and health plans pay are rising faster. The chart below shows the Maine statewide median
operating costs (blue line) compared to charges (yellow line).

Hospital Operating Costs and Charges
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2.Health System Consolidation

Research, including a 2025 U. S. Government Accountability Office (GAO) study, concludes that
consolidation of hospitals and providers into large health systems creates a market power dynamic that
increases health care prices without a corresponding rise in quality. Maine does have two dominant health
systems — Maine Health and Northern Light.

NASHP used publicly available sources, including the MCRs, Audited Financial Statements, bond reports,
etc. to create organizational charts for both of Maine’s major health systems (see appendix). As we see with
other major hospital systems, Maine’s systems have multiple hospitals and provider groups, and also
include related medical entities, such as labs and pharmacies, as well as management and real estate
entities. Large hospital sytems provide diverse revenue that can be valuable, but can also increase non-
patient expenses.

As part of the hospital cost tool, at state officials’ request, NASHP provides a breakeven metric for
individual hospitals and health systems. Breakeven is the amount, using Medicare’s rate, that a commercial
payer needs to reimburse a hospital or system to cover the costs of providing patient care with no profit.
The measure considers profits and losses, including those incurred for providing care to uninsured
individuals or possible underpayments from public payers. For instance, based 2024 data (the latest
available), the national median breakeven is 112 percent of Medicare’s rate and the statewide Maine
median breakeven is 117 percent of Medicare’s rate. These data points indicate that Maine is relatively
close to the national breakeven and indicate that Medicare’s rate is close to covering the median costs to
hospitals in providing patient care.


https://www.gao.gov/products/gao-25-107450
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Recognizing that hospitals need some profit, states typically compare the NASHP breakeven metric for their
hospitals and health systems to data provided by RAND that share how much employer-sponsored health
plans pay for hospital care (as a multiple of Medicare). The below chart from NASHP’s hospital cost tool,
shows Maine’s 2024 health systems’ commercial breakeven (the amount needed by plans to cover hospital
expenses for patient care without a profit) compared to the price paid for hospital patient services (sourced
from RAND’s analyses.) The comparison varies by system, and if all of Maine’s hospitals were shown, it
would vary by hospital.

Commercial Breakeven and RAND Price
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3. State Policy Solutions

Reference-based pricing that uses Medicare

Essentially, reference-based pricing is a payment reform that seeks to reimburse at cost plus some level of
profit rather than using the typical discount from chargemasters, which is established by hospitals/health
systems. Medicare’s rate is a particularly popular reference because it is a well known payer, and the
Medicare Payment Advisory Commission (MedPAC), the commission that makes recommendations for
Medicare rates, does so with the intention of covering hospitals’ costs of providing care, but also
constraining rising costs.

During the state 2024-2025 legislative sessions, thirteen states proposed reference pricing in the form of
targeted pilots, for their state employee health plans, and even across the entire market. To date, Oregon,
Indiana, Vermont, and Washington are at various stages of implementation of this approach. Each state is
using the payment reform differently — Oregon has the most experience using it for its public employees,
and Indiana has some limited experience using it within its large hospitals but has enacted policy that is not
yet fully implemented to expand reference-based pricing.
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There are employer groups that leverage reference-based pricing through contracts across the nation, but
NASHP is unaware of a comprehensive review of their efforts. Anectdotally, employers have shared that
because contracts are subject to re-procurement, having legislative support for this approach would
provide more stability.

Using insurance rate review to contain hospital price growth

Rhode Island’s Office of the Health Insurance Commissioner leverages its annual rate review process to
restrict increases in insurers’ negotiated prices with hospitals, while incentiziving health plans to invest in
primary care. . A recent evalution published in Health Affairs of the approach, which has been in place since
2010, highlights that as a result of the strategy, there has been a 9% relative reduction in hospital prices
and a savings for those with fully insured health plans of $1,000 per member.
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More recently, Delaware began leveraging insurance rate review to contain its hospital prices and support
investment in primary care following a similar approach as Rhode Island. Colorado also uses its health
insurance rate review, but differently than Rl and DE, requiringhealth plans to lower their reimbursement
to hospitals and then restrict growth. Using a base year of 2021, Colorado has required it’s fully insured
plans to reduce hospital reimbursement by 5% each year for three years to get to a total reduction of 15%.

4. Conclusion

The policies within Maine’s LD 2196 are appropriately unique to the state, but there are examples of similar
approaches currently being implemented by others. NASHP is available to facilitate state-to-state learning
and support Maine’s next steps, including implementation.


https://nashp.org/insurance-rate-review-as-a-hospital-cost-containment-tool-rhode-islands-experience/
https://www.healthaffairs.org/doi/10.1377/hlthaff.2024.01146
https://insurance.delaware.gov/wp-content/uploads/sites/15/2023/02/Delaware-Annual-Review-of-Progress-Towards.pdf
https://leg.colorado.gov/bills/hb21-1232
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