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The Department of Health and Human Services (HHS) and Federal Trade Commission’s
(FTC) interest in addressing problems of competition in the healthcare market is commendable.
However, by focusing on private ownership, HHS and the FTC are overlooking a bigger and more
obvious problem — the highly consolidated and opaque Pharmacy Benefit Manager (PBM)
market. The agencies would be better served by focusing their attention on PBMs to decrease

patient costs and increase access to healthcare.

Private equity ownership of healthcare providers offers new services, technological
upgrades, and expanded freestanding healthcare facilities and emergency satellite locations.*
For-profit hospitals, frequently smaller and more rural than nonprofit facilities, are also more
likely to serve low-income communities and those experiencing high unemployment.? Even with

these patient benefits, there is no difference between for-profit hospitals and other hospitals
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when comparing income per discharged patient, charges per inpatient day, charge-to-cost ratio,

or share of discharged patients that are using Medicare or Medicaid.3

While there are limited examples of private ownership increasing costs, these examples
come 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.’

Addressing point one in the request for information (effects of consolidation), HHS and
the FTC would be better served by directing their resources to shed light on PBMs. These
industry middlemen use their unique access to information to profit by increasing patient and

insurer prices, including Medicare.® Currently, three PBMs make up 80 percent of the market.?

These PBMs 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
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intended for safety net hospitals in the 340B program,*! and adding or increasing fees on other
parts of the healthcare system.'2 They also engage in “spread pricing” — siphoning rebates and
discounts on medicines by paying the discounted rate but charging the insurer, often Medicare,

the full cost.13

Regarding point four in the request for information (need for government action), it is
difficult to know the extent to which PBM abuse of market power is taking place, as there is
little transparency in the industry. Due to the level of concentration and lack of pricing
transparency, there is an obvious market failure — asymmetric information between buyer and

seller.

If HHS and the FTC want to increase competition in the healthcare market, encouraging
increased transparency for PBMs regarding fees and rebates would be a good first step, as
would requiring drugmaker rebates to be passed along to insurers and patients in the form of
lower prices. Currently, insurance companies and hospitals cannot make informed decisions
when engaging with PBMs, which drastically limits the competition between them and allows a
small number of large industry players to abuse their market power. In the end, patients are left

to foot the bill.

Private investment in the U.S. healthcare system is one of many ways to help increase
competition, bring down costs, and improve patient outcomes. Shedding light on the PBM
market is the most effective way HHS and the FTC can improve competition in the healthcare

industry, lower costs, and improve patient outcomes.

Respectfully,
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