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Good afternoon, and thanks to Bob Leibenluft, Suzanne Delbanco, and Catalyst For
Payment Reform for inviting me to address you today. I am delighted to be part of today’s
National Summit. The Catalyst for Payment Reform and the FTC share an interest in looking
closely at issues surrounding provider market power. At the FTC, we are determined to use
antitrust enforcement to maintain competition in the health care sector to help promote high
quality, cost-effective care. The antitrust laws are vital to maintaining competitive health care
markets, never more so than now.
We are especially grateful for the valuable role that employers like many of you have
played in promoting competition in health care markets. Through your amicus briefs, your
comments on our policy proposals, and your participation in our workshops, you have helped us
and our sister competition agency, the Antitrust Division of the U.S. Department of Justice,
understand the real world harms from anticompetitive conduct to help us get our analysis right. I
look forward to continuing to work together.
I and my colleagues at the FTC share your view about the importance of competition in
health care markets, the subject of today’s conference. There is a wealth of empirical evidence
on the harmful effects of high concentration among health care providers. Numerous studies
have found that the existence of provider market power results in higher prices, lower quality,
and less innovation.1
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So I’m pleased to have the opportunity to discuss the FTC’s work to promote competition
in health care. Most interestingly for many of you, I’d like to talk about our work in the context
of the Patient Protection and Affordable Care Act (ACA),2 and describe how the FTC’s work to
promote competition in health care markets supports the goals of the ACA.
The ACA was designed, in part, to address the escalating costs of health care in the U.S.
I don’t think anyone disputes the fact that health care costs in the U.S. are too high. It has been
reported that health care costs have risen over three times faster than wages over the last decade.3
The U.S. spends more per capita on health care than any other developed country, and the
growth in our public and private health expenditures outpaces growth in comparable countries. 4
Despite this higher level of health care spending, studies show that the U.S. does not achieve
higher health care quality.5
The ACA seeks to improve the quality and reduce the costs of health care services in the
U.S. in a number of ways, some relating to health care financing, and some relating to health
care delivery. With respect to health care financing, the ACA provides for the creation of statebased health insurance marketplaces (sometimes called exchanges).6 While health care financing
and insurance is not part of the FTC’s primary field of competition expertise,7 I will note that the
exchanges should offer individuals and small employers a range of competing health insurance
products that might otherwise be unavailable or unaffordable. This will enable consumers to be
more responsive to the cost and quality of provider networks. The exchanges should also
encourage greater competition in local insurance markets, driving premiums down for
consumers.8
Project: New Insights From Research Results, Policy Brief No. 9, June 2012, available at:
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With respect to health care delivery, the ACA’s Medicare Shared Savings Program
encourages groups of providers to form Accountable Care Organizations (ACOs) to work
together to coordinate care for Medicare fee-for-service beneficiaries.9 An ACO participating in
the Medicare Shared Savings Plan may share in some portion of any savings they create if the
ACO meets certain criteria set out by the Secretary of HHS, including quality performance
standards.
The ACA and its ACO initiative address concerns that the current health care fee-forservice payment system creates incentives for overuse. In addition, when doctors fail to
coordinate treatment plans for a patient, they may order duplicative tests and medications. This
increases health care costs and can even result in worse patient outcomes.
As the FTC goes about its normal business of examining potentially problematic mergers
among providers, agreements not to compete in their dealings with health plans, and other
potentially troubling activity, we are starting to see some providers point to the ACO program as
a justification for such conduct. The parties and their counsel complain that the federal
government is “speaking out of both sides of its mouth,” with the Medicare program encouraging
providers to come together and create organizations that will enable greater collaboration, while
the antitrust agencies challenge them.
These contentions are creative, but misguided. Indeed, the goals of the ACA and
antitrust enforcement are aligned and compatible.
The federal health care regulators and the FTC and Antitrust Division of the Department
of Justice have a shared commitment to the development of lawful and procompetitive ACOs.
The Centers for Medicare and Medicaid Services (CMS) always intended that the antitrust
agencies would monitor the potential for anticompetitive harm associated with ACOs. There
was extensive cooperation among CMS, the Department of Health and Human Services, the
Antitrust Division of the Department of Justice, and the FTC as the antitrust agencies developed
a policy statement on ACOs,10 while the health care agencies crafted regulations to implement
the Medicare Shared Savings Program.11 The final program rule stipulates that CMS will rely
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on the antitrust agencies to use “their existing enforcement processes for evaluating concerns
raised about an ACO’s formation or conduct and [to file] antitrust complaints when
appropriate.”12 Importantly, CMS can exclude from the Shared Savings Program any ACO that
violates the antitrust laws, and CMS has promised to “coordinate closely with the Antitrust
Agencies throughout the application process and the operation of the Shared Savings Program to
ensure that the implementation of the program does not have a detrimental impact upon
competition.”13
Secretary of Health and Human Services Kathleen Sebelius recently reaffirmed her
understanding of the important role to be played by competition oversight. In a recent interview,
she addressed the harms that can flow from monopolies and said: “To counter the possibility of
monopoly, federal agencies must be vigilant . . . ‘Having that constant oversight is really
appropriate.’”14
Indeed, far from being a barrier to procompetitive collaboration envisioned in the ACA,
antitrust aligns naturally with the goals of ACOs. By serving as a watchdog against
anticompetitive conduct, antitrust promotes market behavior that creates efficiencies and benefits
consumers. Antitrust law permits providers to engage in a wide array of legitimate collaborative
activities, including ACO arrangements, as well as many mergers and consolidations, so long as
the conduct is likely to promote consumer welfare through lower cost or improved quality. Thus
agreements among competitors that limit some aspect of their rivalry are permissible where the
restraint at issue is “reasonably necessary” to produce procompetitive benefits to the market that
outweigh any loss of competition among the participants.15 This is not a new concept for
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antitrust regulators – we embraced it as far back as 1996.16 With regard to aggregations of
market power – whether through mergers or otherwise – antitrust law uses a scalpel, not a
sledgehammer, and carefully analyzes each case to bar only those that on balance threaten to
harm consumers.17
The argument that the ACA encourages providers to “consolidate” whereas the antitrust
laws require that providers “compete” is mistaken. The ACA requires providers to create entities
that coordinate the provision of patient care services. The ACA neither requires nor encourages
providers to merge or otherwise consolidate. ACOs may be formed through contractual
arrangements that are well short of a merger, such as a joint venture. Provider groups, like any
other business entity, must successfully develop lawful business and competitive strategies. For
some providers, that means forming contractual joint venture or ACO arrangements, for others it
means mergers or consolidations, and still others may choose to pursue different strategies or “go
it alone.” Neither the statute nor the implementing regulations express any preference for
consolidation of competing entities.18
The data demonstrate that ACOs are flourishing. A report from earlier this year found
that 428 ACOs are operating in 49 states, including more than 250 ACOs established under
Medicare programs, and hundreds of additional ACO-type organizations formed outside of
Medicare.19 These numbers will undoubtedly continue to grow. Moreover, to the extent that any
newly forming ACO is concerned about potential antitrust exposure, the FTC/DOJ ACO Policy
Statement establishes a process for them to seek expedited antitrust guidance.20 As of April
2013, only two provider groups had availed themselves of this option.21 Taken together, these
facts belie claims that antitrust concerns have been a barrier to the development of ACOs.
Indeed, it is my view that appropriate antitrust enforcement will help ensure that ACOs
fulfill the goal of the ACA by promoting better outcomes and lowering costs. The fact of the
matter is that it is often much easier for providers to “collaborate” on setting their prices than it is
to figure out how to improve quality, enhance patient satisfaction, and make care more costeffective. Without the incentive to “build a better mousetrap” in order to compete more
16

U.S. Dep’t of Justice and Fed. Trade Comm’n, Statements of Enforcement Policy in Health Care (Aug. 1996),
available at: http://www.ftc.gov/bc/healthcare//industryguide/policy/hlth3s.pdf.

17

See U.S. Dep’t of Justice and Fed. Trade Comm’n, Horizontal Merger Guidelines (2010), available at:
http://www.ftc.gov/os/2010/08/100819hmg.pdf.

18

Indeed, as CMS stated in its final rules: “we do not believe that mergers and acquisitions by ACO providers and
suppliers are the only way for an entity to become an ACO. The statute permits ACO participants that form an ACO
to use a variety of collaborative organizational structures, including collaborations short of merger. . . . We reject the
proposition that an entity under single control, that is an entity formed through a merger, would be more likely to
achieve the three-part aim [of the Shared Savings Program].” CMS Final Rule supra note 12, at 67843.
19

See Muhlestein Health Affairs Blog, supra note 9.

20

FTC/DOJ Policy Statement, supra note 10.

21

Fed. Trade Comm’n & Dep’t. Justice Working Group Issues Summary of Activities Since October 2011 Release
of ACO Antitrust Enforcement Policy (Apr. 10, 2013), available at: http://www.ftc.gov/bc/healthcare/aco/msspsummary.pdf.

5

effectively, there is little to prod dominant providers to do the hard work needed to achieve
better, more cost-effective care for patients. Antitrust enforcement is thus a critical element to
realizing the goals of ACOs.
Take, for example, what happened in Grand Junction, Colorado. Media reports have
highlighted the benefits from collaboration among Grand Junction physicians, who have been
working together to reduce unnecessary medical procedures and invest in a community-wide
electronic record system to share office notes, test results, and hospital data for patients.22
Researchers have found that Grand Junction’s patients are healthier than those in most areas of
the United States, and Grand Junction's costs for Medicare spending are among the lowest in the
United States – about 30 percent below the national average. 23
But it wasn’t always like that in Grand Junction. Back in the mid-1990s, the FTC had
evidence that physician prices in Grand Junction were as much as 30 percent higher for private
payers than elsewhere in the state. 24 The FTC’s investigation indicated that almost all of the
doctors in the Grand Junction area had agreed that a single organization – the Mesa County
Physicians Independent Practice Association (Mesa IPA) – would bargain with health insurance
plans on behalf of the entire group. We believed this meant that health plans had to pay the
doctors whatever fees the Mesa doctor association demanded, because the health plans had
practically nowhere else to turn for physician services in the county. The FTC also charged that
the Mesa IPA doctors’ agreement prevented innovative health plans from entering the Grand
Junction area.25
Facing the potential of enforcement action, the Mesa IPA agreed to end the
anticompetitive pricing practices and settle the FTC’s charges.26 The FTC worked with the
physicians to create a settlement that allowed the doctors to form legitimate collaborations
involving the use of a community-wide electronic health records system, common practice
protocols, and physician peer review. Without the FTC’s action, doctors in Grand Junction may
well have failed to collaborate on ways to improve quality and reduce costs, and instead may
have only collaborated on prices, which would have led to lower quality, more expensive care
than we see today.
Advocate Health Partners in Chicago is another case in point. In the late 1990s we began
an investigation of several physician organizations representing more than 2,900 Chicago-area
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independent physicians for alleged price fixing and refusal to deal with health plans except on
collectively determined terms. We found that Advocate Health Partners and the other
organizations had negotiated group contracts with fees 20 to 30 percent higher than one health
plan’s individual physician contracts. The physician groups settled the charges, entering into an
order that bars anticompetitive pricing practices and refusals to deal, and allows the doctors to
collaborate when doing so could lead to cost savings and better health care for patients.27
Advocate Health Partners earnestly undertook reforms consistent with our order. Today,
Advocate Health Partners is cited as an exemplary provider organization delivering high-quality,
cost-effective care.28
FTC staff gave this same message earlier this year to physicians in Norman, Oklahoma,
who sought our advice concerning their proposal to develop a clinically integrated, centrally
managed physician hospital organization (PHO) as a way to improve quality of care and reduce
costs. FTC staff concluded that the proposed PHO created the potential for a high degree of
interdependence and cooperation among the participating physicians, and therefore would have
the potential to generate significant efficiencies in the provision of physician services.29
Hopefully the Norman PHO will have results similar to the reports about Mesa IPA and
Advocate Health Partners.
Now let me touch on our recent enforcement actions where the primary focus was on the
accumulation of market power by providers.30 It is critical that our enforcement actions in this
area get it right, because once market power is created it is hard to undo. Most of our
enforcement activity involving provider market power has involved hospital mergers, where we
have a very active and successful program. Since 2011, we have investigated and challenged
four mergers,31 while at the same time allowing dozens more to proceed without a challenge.
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More recently we have had increased enforcement activity raising issues relating to market
power when a hospital acquires physician practices. In those cases the anticompetitive problem
stems from a large share of specialists in a particular practice area joining a single hospital,
giving that hospital market power in that specialty area.32 This can happen with or without the
formation of an ACO.
In addition to hearing that our enforcement efforts run counter to the goals of the ACA –
a notion I have hopefully dispelled – in many of these cases we hear claims that we do not fully
consider quality improvements or medical technology when analyzing these transactions. Let
me assure you that we take these arguments seriously and look closely at all evidence. Parties
must provide good documentary evidence to support their arguments about quality improvement.
Vague promises and aspirations that an acquisition will reduce costs and improve care are not
sufficient.
Of course, there are limits on what antitrust enforcement can accomplish with respect to
market power. Transactions that are below a certain dollar value level can be consummated
before we have a chance to investigate. Once the assets are integrated, it can be hard to
unscramble them, and anticompetitive harm can happen immediately. All this confirms the
importance of your role in helping us prevent anticompetitive aggregations of market power by
health care providers. I hope you will continue to let us know what is happening on the ground
in your communities; our Bureau of Competition Health Care Division staff are always happy to
hear from you. With your continued assistance, active enforcement of the antitrust laws can
continue to play its critical role in realizing the benefits that Congress sought in promoting the
creation of ACOs, and fostering competition in health care markets more generally.
Thank you.
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