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In 2018, San Francisco resident Nicki Pogue ran a high-altitude race with a chest cold. After 
returning home from the race, Nicki’s cold symptoms quickly worsened, prompting her to go 
to see her doctor, who diagnosed her with bronchitis and prescribed her antibiotics and a 
decongestant. Following her doctor’s advice, Nicki took her medication and lay down for a nap. 
When she woke up, she immediately knew something was wrong. Her ears were ringing, her heart 
was pounding, her hands and feet were tingling, and she was dizzy. Nicki’s neighbor rushed her to 
the closest emergency room, where they ran multiple tests — an electrocardiogram, chest X-rays 
and blood tests — but could not pinpoint Nicki’s condition. By the end of the night, her heart 
rate stabilized, and she was sent home with a diagnosis of viral syndrome. A month later, Nicki 
received a shocking $13,000 bill from the hospital. The biggest charge on her bill was a line item 
for a Level V emergency with a fee of more than $11,000. After months of research and discussions 
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with advocates and attorneys about the outrageous bill, Nicki uncovered that she was a victim of 
upcoding — a practice of hospitals billing for more expensive medical services or diagnoses in 
order to maximize reimbursement rates even when they may not be medically necessary or may 
not result in any additional services being delivered to patients.1 Billing tactics such as these are 
common and drive up costs on individuals at their most vulnerable moments. In Nicki’s case, her 
insurance company eventually covered the full cost of her visit even though it was out of network 
because it was an emergency. For many others, however, these unfair billing practices can lead to 
mountains of medical debt that are nearly impossible to overcome. And these practices drive up 
the cost of health care for all Californians. 

Health care (un)affordability in California 
Stories like Nicki’s are not rare. Californians are grappling with some of the highest hospital costs 
in America. For example, the average price of a hip or knee replacement in California is 26% higher 
than the average price in the rest of the country.2,3,4 And while Californians often experience higher 
health care prices than the rest of the country, they are also grappling with a wide variance of 
prices across the state. For example, the average price of labor and delivery services in Monterey 
County is nearly $23,000 while the same service is roughly $11,000 in San Diego County.5 These 
high prices have grown much worse in recent years because of health care industry consolidation, 
particularly among hospitals, which has eliminated healthy competition and led to monopolistic 
pricing.6 These high and variable health care prices are not new to the state or its residents. Over 
the last decade, hospital prices in California increased over 76% statewide — increasing more 
than three times faster than both household income and inflation during that same period.7 These 
needlessly high hospital prices resulting from health care industry consolidation ultimately come 
directly out of workers’ paychecks as annual increases in employer-sponsored health insurance 
premiums and cost sharing, and become profits or margins for large health care corporations.8
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These exorbitant costs have led to over half of Californians having to skip or postpone 
needed care, directly causing harm to their health.9,10 With more than one-third of Californians 
suffering from medical debt, millions cannot afford the health care they need.11 And the impact 
is much worse for lower income, as well as Black and Latino Californians, who suffer from 
disproportionately higher levels of debt.12 Adding insult to injury: despite how much the people of 
California spend on health care, they often receive low quality care.13 

It does not have to be this way 
Right now, California policymakers are working to implement one of the most important health 
care laws in the state — one that is designed to address the underlying drivers of unaffordable, 
low-quality health care in California, including cracking down on the ability of medical monopolies 
to price gouge Californians.14 

The Office of Health Care Affordability (OHCA) was created through Senate Bill 184 during 
California’s 2022 legislative session and is tasked with combatting the drivers of unaffordable 
care and slowing the rapid growth of health care costs in the state by developing and managing 
spending targets, assessing impacts of consolidation, and overseeing system performance.15 

The ability of California’s new Office of Health Care Affordability to rein in pricing abuses driven 
by big hospital corporations in the state is particularly important as our nation’s health care 
affordability and quality crisis continues to worsen. Not only can California’s OHCA directly address 
high and rising health care costs within the state but also serve as a model as policymakers across 
the country and in Congress debate policy solutions to address the role of medical monopolies in 
driving our nation’s health care affordability and quality crisis.16,17,18

Hospital prices are major drivers of health care unaffordability in California
We have all watched as our community hospitals have become health systems, and those health 
systems have been bought by large health care corporations. These large health care corporations 
have destroyed competition in the health care sector, and hospitals are dramatically increasing 

Over the last decade, hospital prices in California 
increased over 76% statewide — increasing more 
than three times faster than both household income 
and inflation during that same period.76%
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their prices year after year, while at the same time engaging in predatory debt collection, leading 
to records levels of medical debt among Californians.19,20,21,22 The core business model of health 
care corporations is to generate high volumes of tests and procedures through fee-for-service 
payment, the predominant payment model in the U.S. health care system, and to generate the 
highest possible fees (price) for each service.23 

A key strategy in hospitals’ current business model is to generate profit by buying up other 
hospitals and doctors’ offices to become large health care corporations that maximize service 
volumes and increase health care prices. The financial incentives of the hospital business model 
— to buy up local competition so that the hospital can engage in price gouging and to increase 
volume on fee-for-service payment — is costly, wasteful and bad for the health of surrounding 
communities.24,25,26 The imperative to generate a high volume of the priciest hospital services is in 
direct conflict with ensuring that consumers and patients have the best health and the affordable 
health care they deserve. 

This “revenue above all” business model has been in full swing for the last 30 years. There has 
been dramatic consolidation in the health care sector, which has resulted in most geographic areas 
across the country being dominated by large health care corporations that can unscrupulously 
drive up health care prices.27,28,29 The vast majority of counties in California are now considered 
“highly concentrated health care markets,” which means that there are few truly competitive 
health care markets left in California.30 Between 2010 and 2016, California hospital employment 
of specialty physicians grew 170% due to hospitals buying up independent physician practices.31 
This consolidation has directly resulted in higher health care costs and higher health insurance 
premiums for patients.32,33 For example, the price of a cesarean section in California’s most 
consolidated hospital markets is nearly $4,000 higher than in markets with more competition.34 

California’s Office of Health Care Affordability has the authority to significantly address the abusive 
pricing practices of these big hospital corporations and their role in driving up health care prices 
and in the proliferation of unaffordable, low quality care across the state.35  

These large health care corporations have destroyed 
competition in the health care sector, and hospitals are 

dramatically increasing their prices year after year, while at the 
same time engaging in predatory debt collection, leading to 

records levels of medical debt among Californians.
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Role of California OHCA
California policymakers, stakeholders and advocates developed the OHCA to combat the high and 
rising costs of health care in California and to promote access to high-quality health care for all of 
the state’s residents. In creating the OHCA, California has taken the most comprehensive approach 
of any state to containing its health care spending.36 The OHCA has a broad statutory mandate to 
evaluate health care market consolidation, establish health care cost targets, and develop and 
monitor health care quality, equity and alternative payment benchmarks. This allows the OHCA 
to directly tackle high health care costs and hold major hospital corporations accountable not 
only for the rising cost of health care but also for the quality of care patients receive. For example, 
through the development and enforcement of cost targets, the OHCA can establish statewide 
health care cost growth targets that can allow the state to begin reining in excessive increases and 
slow the overall rises in health care costs across the state, while promulgating substantive quality 
and equity standards.37 Under this mandate and with this authority, the Office has the ability to 
facilitate the delivery of truly affordable, equitable, high-quality care for people across California. 

Over the next several years, the Office will begin setting health care cost targets, publishing 
reports on health care spending, adopting standards for alternative payment models, and 
establishing quality and equity measures. Still early in its inception, the OHCA offers an 
opportunity not only to reduce health care costs but also to reorient the California health care 
market toward a more value-centered model that prioritizes the health of Californians and 
affordable health care.38 It will be critical for the media, advocates and policymakers to pay close 
attention to OHCA’s policy development and decisions to ensure strong implementation, and that 
OHCA adequately reins in needlessly high hospital prices and delivers affordable, quality health 
care to the people of California.

Not only can California’s OHCA directly 
address high and rising health care 
costs within the state but also serve 
as a model as policymakers across the 
country and in Congress debate policy 
solutions to address the role of medical 
monopolies in driving our nation’s health 
care affordability and quality crisis.
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Key policy considerations for implementation

Data collection and publication

One of the most significant responsibilities of the OHCA is the collection and reporting 
of health care sector data.39 Promoting transparency regarding health care sector 
expenditures, prices, payments, investments, and quality is critical to understanding 
fully California’s health care affordability crisis and in particular where exorbitant 
health care cost growth exists. Transparent data can support and inform state actions 
that hold hospitals accountable for their role in driving up health care costs. In 
addition, big hospital corporations can benefit from evasive or misleading information 
around their finances in order to support their claims that drastic price increases 
are necessary for the delivery of care.40 For example, a 2022 review of the financial 
statements of the largest 10 nonprofit hospital systems, including Sutter Health, found 
that the primary source of reported financial losses were investment losses, not losses 
due to labor and supply costs as medical monopolies had claimed.41 Despite Sutter 
Health earning an operating revenue of $14.5 billion, the dominant hospital system 
ended 2022 with $249 million in stock market losses, an amount that was ultimately 
covered by taxpayer-funded subsidies and tax breaks.42,43 Deceptive tactics like these 
prove adequate data collection and reporting are critically important to understanding 
the truth of the health care pricing landscape. It will be critical for the OHCA to collect 
and publicly report detailed and disaggregated data that gives lawmakers, advocates 
and the public a deeper understanding of the source of health care cost growth and 
hold hospital systems accountable and inform cost growth targets. 

Health care cost targets

The health care affordability board, the decision-making body of the OHCA, is tasked 
with developing statewide and localized cost targets, adding California to the list of 
only 10 states with cost target programs.44 However, California is one of the first states 
to support these targets with potentially significant, escalating penalties for failure to 



meet the targets. The development of cost targets typically involves setting a limit 
on how much health care spending can grow within a year, leaving it up to providers 
and payers to decide whether to constrain growth in price, volume or both.45 While 
health care cost targets are an effective way to limit irrational growth in prices, it 
is critical that the Office monitor the ways health systems respond to these targets 
to ensure there are no negative impacts on patient experience, quality of care or 
health equity.46 Fortunately, the OHCA was designed with explicit quality and equity 
workforce standards and was granted the responsibility of developing a set of 
measures assessing quality and equity. 47

One of the key features of the OHCA is that it has the ability to set cost targets on 
individual health systems or hospitals that may be disproportionately increasing 
health care costs. The board should utilize its ability to set a variety of cost targets, 
including entity specific targets for certain healthy systems or hospitals, to ensure 
the health care cost targets address the varying financial experiences of health 
care providers. For many hospitals, 2021 profit margins were at an all-time high 
while others, such as community or rural hospitals, operate on significantly smaller 
margins and continue to struggle to keep their doors open.48 Through the Office’s 
ability to create and enforce specific cost targets, the OHCA can target the drivers 
of high hospital costs, including hospitals with the highest costs and highest profit 
or revenue margins.49 In addition, the Office should leverage its unique ability 
to penalize providers financially for noncompliance to ensure major health care 
corporations are adequality meeting their targets.

Health care market evaluation 

The OHCA has the authority to monitor cost trends, including conducting research on 
health care consolidation, the evaluation of market power, and healthy competition 
within the health care market.50 The Office also has important regulatory oversight 
over health care entities attempting to engage in mergers or acquisitions or other 
types of similar transactions. These health care entities are required to provide 
notice to the OHCA before entering into agreements. The OHCA will then evaluate 
prospective transactions for potential risks or benefits and refer any relevant findings 



to the CA Office of the Attorney General.51 This oversight is key to preventing further 
health care consolidation in California and ensuring health care access and quality 
are not diminished as a result of further consolidation. To strengthen the evaluation 
process, the board should include the experiences of community members to get 
a comprehensive understanding of impacts on consumers. The board should also 
ensure these evaluations are made public and are written in a consumer-friendly way. 

Alternative payment model benchmarks

Alternative payment models (APMs) are an important tool that can be used to create 
new financial incentives that shift the health care payment system away from a system 
that incentives high volumes of high-priced health care services and drives wasteful 
spending, and toward a system that pays providers based on meeting population 
health outcomes and holds providers accountable for delivering affordable, high-
quality health care.52 By definition, APMs shift economic incentives away from fee-
for-service economics. The OHCA is tasked with promoting the adoption of APMs 
and establishing standards and benchmarks for these models that define what 
qualifies as a payment model with non-fee-for-service economics, and sets goals for 
APM adoption in order to fundamentally shift the economic incentives of health care 
payment toward paying providers to achieve health. 

8

OHCA has the potential to promote the health and financial security  
of all Californians
Californians are grappling with some of the highest health care costs in the country. Exorbitant 
health care costs, and in particular hospital costs, are having far-reaching consequences for the 
health and financial security of California residents. Through implementation of California’s OHCA, 
California policymakers have the ability to rein in these exorbitant health care prices and better 
align the business interests of the health care sector with the financial security and health needs 
of consumers and families across California. In creating the OHCA, California has taken a lead role 
in reining in high health care prices, which all too often are disconnected from quality care and 
health outcomes. The creation of the OHCA presents a promising opportunity and path toward 
ending the abusive pricing practices of hospitals and large health care corporations. These efforts 
work to ensure that patients like Nicki Pogue, and all people, never have to confront the financial 
burden of unfair health care pricing practices again. 
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