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“View the health care system as a comprehensive entity and encourage and 

direct insurers towards policies that advance the welfare of the public through 

overall efficiency, improved health care quality, and appropriate access”

OHIC’s Legislative Charge

R.I. Gen. Laws § 42-14.5-2
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Why does OHIC care about Price Variation?

• The price of healthcare services is a significant factor in the level and growth of 
healthcare expenditures, which impacts premiums. 

• Variation in prices paid by different payers translates into a differential cost 
burden borne by different healthcare purchasers.

• There is no apparent link between payment rates and quality of care.

• State efforts to curb excessive healthcare spending growth should focus on price 
variation, among other factors, including price inflation rates, unnecessary 
utilization of services, etc.

• OHIC’s efforts to curb health expenditure growth encompass several mechanisms 
that drive our delivery system toward value-based, efficient, and high-quality care. 
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Variation in Payment for Hospital Care in Rhode Island: 

A 2012 Study

• In 2012, OHIC and EOHHS commissioned a study on hospital payment variation

• The study used a dataset of 2010 inpatient and outpatient claims from public and 
private payers in RI, spanning 11 general hospitals and 2 psychiatric hospitals. 

• Payments were casemix adjusted to allow for apples-to-apples comparison

1. Publishing Reports on Price Variation



• Considerable variation in 
payments for similar services

• Commercial plans paid the most

• Medicaid FFS ranked relatively 
high as a payer

Variation in Payment for Hospital Care in Rhode Island: Key Findings

1. Publishing Reports on Price Variation



• Commercial plans tended to pay 
more to Lifespan and Care New 
England than to other hospitals 

• Considerable variation in costliness 
across hospitals

• Higher cost hospitals tended to be 
paid more

1. Publishing Reports on Price Variation

Variation in Payment for Hospital Care in Rhode Island: Key Findings



• While quality data were limited, no 
link between quality and payment 
was found

1. Publishing Reports on Price Variation

Variation in Payment for Hospital Care in Rhode Island: Key Findings



Price variation for hospital services is a problem everywhere, and if payments vary less in Rhode Island, it may be 
because of our smaller, more tightly regulated provider and insurer markets.

1. Publishing Reports on Price Variation

Variation in Payment for Hospital Care in Rhode Island: Key Findings



Regulation 2, Section 12: Price Disclosure

Insurers must disclose price 

information to designated providers 

(upon request) for the purposes of:
• Making cost-effective referrals

• Engaging in care coordination 

• Making treatment decisions

Disclosure of Price Information to 
Providers

Insurers created comprehensive Price 

Transparency Plans that include:
• An Implementation Timeline

• Services, products, and supplies 

subject to price disclosure

• Appropriate limitations on disclosure

• FFS and APM price information

Submission of a Comprehensive 
Price Transparency Plan

 OHIC’s Price Transparency requirements are written into Regulation with the intention to empower 
consumers and providers to make cost-effective healthcare decisions within the realm of the insurer’s 
network. The two key requirements are:

2. Empowering Patients and Providers to Access Price Information



Innovative Regulation: OHIC Affordability Standards

The Affordability Standards were written into regulation in 2010 to influence the affordability of 
healthcare by focusing on three key strategies:
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Moving from volume to value by increasing the amount of payments that are tied to 

quality and cost efficiency

Slowing the rate of rising healthcare costs by limiting the rate increases of hospital 

based services and ACO total cost of care budgets 

Improving the efficiency and quality of care by transforming primary care practices 



3. Regulating payer contracts with providers

 Recognizing that health insurance rate increases are driven not only by fee-for-service payment 
structures, but also by systemic medical expense trends, the Affordability Standards include 
requirements that limit the annual rate increase of medical services.

Hospital Contracting Requirements ACO Contracting Requirements

Annual Rates for: Inpatient and outpatient services Total cost of care for services

Affordability 
Standards 
Requirement:

Average rate increases shall not exceed
the CPI-Urban percentage increase plus 
1%

Increase in the total cost of care shall not 
exceed the CPI-Urban plus 3.0% in 2016, 
plus 2.5% in 2017, plus 2.0% in 2018, and 
plus 1.5% in 2019.

Containing Medical Cost Growth



The Affordability Standards ensure the 
financial support of primary care 

 Between 2010 and 2014, insurers were 
required to increase primary care 
spending by 1 percentage point (of total 
medical spend) each year

 Now, primary care expenses must 
comprise at least 10.7% of total medical 
spend

 Investments in primary care reinforce 
ongoing care transformation work

Increasing Investments in Primary Care

4. Transforming Payment and Delivery Systems



4. Transforming Payment and Delivery Systems

The Affordability Standards call for significant reductions in the 
use of fee-for-service payment as a payment methodology by 
commercial insurers

 Target: 50% of an insurer's annual commercial insured 
medical spend will be in the form of APM payments by 2018

 OHIC’s Alternative Payment Methodology (APM) 
Committee establishes annual targets for commercial 
insurers
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