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The American Consumer Institute is an independent 501(c)(3) education and research
organization. Its mission is to identify, analyze, and protect the interests of consumers in selected
legislative and rulemaking proceedings in information technology, health care, insurance, and other

matters.

While well intentioned, the recent bill proposed by Senator Ed Markey titled the “Health
over Wealth Act” fails to address pertinent issues in the U.S. healthcare system.! It would
establish a more onerous and costly reporting system for privately-owned hospitals than for
other healthcare providers and empower federal micromanagement of ownership of healthcare
facilities. The bill is not shy about hiding its antimarket stance since Section 3406 (1) requires
research into “the impact of transitioning to a ban on for-profit corporate” involvement in

healthcare.

Private equity ownership of healthcare providers offers improvements in the form of
new services, technological upgrades, and expanded freestanding healthcare facilities and
emergency satellite locations.? For-profit hospitals are also more likely to serve low-income

communities and those experiencing high unemployment than nonprofit hospitals and are
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frequently smaller and more rural.? Despite these improvements, there is no difference in how
much for-profit hospitals make per discharged patient, charges per inpatient day, charge-to-cost
ratio, or share of discharged patients that are using Medicare or Medicaid.* Such similarities in

revenue rates would not be present in a system ripe with abuse.

While there are limited examples of private ownership increasing costs, it comes with
improvements in the quality of care.®> One study found that for heart attack victims, private
equity hospitals had a lower mortality rate.® During COVID-19, nonprofit and government
nursing homes had more total deaths per hundred residents than private care facilities.” Overall,

private equity ownership improves hospital efficiency without lowering the quality of care.?

Additionally, the power this bill would grant the Department of Health and Human
Services (HHS) to limit private ownership would lead to a revolving between the healthcare
industry and the department regulating them. This would parallel the regulatory capture seen in
other parts of the healthcare bureaucracy,® such as between the Food and Drug Administration

(FDA) and the pharmaceutical industry.}® Many HHS employees already have ties to the
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healthcare industry and often leave the HHS to work for it.!* Over 10-years, from 2001 to 2010,
27 percent of FDA hematology-oncology reviewers left the FDA to work for, or consult with,
industry firms. While the HHS, instead of the FDA, would be tasked with enforcement in this

case, the same pattern would emerge given similar incentives.

Giving regulators the power to determine who is or is not allowed to invest in healthcare
providers, instead of setting generally applicable rules, encourages lobbying by special interests

for favorable rulings or special treatment.

Regulations tend to favor large industry players and increase burdens for small firms.*2
This is because only the largest firms have the resources necessary to afford the cost of
compliance. Small providers with little influence must either consolidate or agree to be acquired
by another company to afford the cost of new regulations by taking advantage of economies of

scale and scope.

Instead of eliminating forms of competition, legislators would better serve the public by
focusing on existing legislation and regulations that increase costs and are detrimental to

patient outcomes, such as certain provisions of the Inflation Reduction Act (IRA).13

The IRA is currently driving investment away from less expensive medicines and towards
more expensive pharmaceuticals by preferencing biologics over small molecule drugs.'* By
providing biologics technology with a regulatory advantage, investment in pharmaceutical
research is distorted. Not only are biologics more expensive to develop and manufacture, but
they are more difficult to develop biosimilar versions of and more expensive for patients than

generic small-molecule drugs. This has a direct negative effect on the cost of medicine.
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Drug manufacturers are already responding by shifting research investment.> A majority
of companies expect to change research plans with 78 percent planning to cancel early-stage
projects, 63 percent planning to shift away from small molecule drugs, and 95 percent planning
to limit research on new uses for existing drugs.'® Novartis, for example, intends to redirect
research away from simpler small-molecule drugs to biologics.'” Incentivizing companies to
switch away from less expensive medicines will have a negative impact on the price of

healthcare for years to come.

Other policies instituted by the IRA are worth Congress’ time to investigate as well, such
as the ability of Medicare to institute price controls on some medicines. These controls will only
continue to climb.® This will likely result in consumers outside Medicare paying higher

insurance premiums and higher prices for new medicines due to their limited availability.®

Congress could also help shed light on Pharmacy Benefit Managers (PBMs), industry
middlemen who use their unique access to information to profit by increasing patient and
insurer prices.?? Currently, three PBMs make up 80 percent of the market.?! They stand accused
of restricting access to over a thousand generic or biosimilar medicines that would be less

expensive than name brand equivalents,?? profiting from savings intended for safety net
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hospitals in the 340B program,?3 adding or increasing fees on other parts of the healthcare
system,?* and engaging in spread pricing -- siphoning rebates and discounts on medicines by

paying the discounted rate but charging the insurer, often Medicare, the full cost.?®

It is difficult to know the extent to which this is taking place, as there is little
transparency. If Congress wants to lower healthcare costs for patients, implementing

transparency requirements for PBMs regarding fees and rebates would be a good first step.

While many steps can help bring down costs and improve patient outcomes in the U.S.
healthcare system, vilifying private investment and increasing the costs of healthcare with
onerous reporting requirements are not among them. Focusing on existing the results of
legislation and shedding light on the PBM market are two more effective ways of lowering

healthcare costs while increasing access.

Respectfully,

Justin Leventhal

Senior Policy Analyst

The American Consumer Institute
4350 N. Fairfax Drive

Suite 725

Arlington, VA 222
www.TheAmericanConsumer.org
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