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Employer Sponsored Insurance Prevalence, 2021

Source: Kaiser 
Family Foundation, 
State Health Facts.

46.1% = 13.3 M











“We found that in the period 2007–14 hospital 
prices grew substantially faster than physician 
prices. For inpatient care, hospital prices grew 42 
percent, while physician prices grew 18 percent. 
Similarly, for hospital-based outpatient care, 
hospital prices grew 25 percent, while physician 
prices grew 6 percent…”





Comparing Prices Can be Challenging

• Hospitals perform different services and vary in quality.

• The Medicare fee schedule can help us standardize prices 
and compare apples to apples.

• What do employers pay relative to what Medicare paid 
the same hospital?

• Easy to interpret and compare across hospitals.

• Medicare adjusts for cost of living and wage increases.



Source: “Prices paid 
to Hospitals by 
Private Health Plans. 
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Transparency 
Initiative. Whaley, et 
al. RAND, 2022. 





An Early Comparison of Prices at 3 Major 
Texas Medical Center Hospitals

Source: V. Ho, G. Kneidel. Baker Institute Report, Oct. 10, 2022. “An Early Comparison of Prices at 3 Major Texas Medical Center Hospitals.” 
https://www.bakerinstitute.org/research/early-comparison-prices-3-major-texas-medical-center-hospitals
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Med 

Center

Net Profit
Margin 10% 7% 1% 4% 21% -1%

Price as 
% of 
Medicare

332% 281% 223% 291% 302% 309%

Many Texas Hospitals were 
Financially Healthy in 2021

https://www.nashp.org/hospital-cost-tool/
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Insurance Alters the Demand Curve

• Employers pay an insurance company to negotiate 
prices with healthcare providers.
• Administrative Services Only (ASO) contract.

• Insurance companies can use volume of business from 
multiple employers to negotiate lower prices for a 
network of providers.



Insurance Alters the Demand Curve

• Employers are in a “war for talent.”
• Firms are worried they will lose workers, so they offer 

generous benefits.

• Insurers will threaten to remove a hospital from their 
network if their prices are too high.
• But if the employer disagrees, the insurer will give in.
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Insurance Alters the Demand Curve

• Hospitals can raise their prices, and expect little 
decline in demand.
•Higher prices generate even more profits.

• Because employers self-insure, higher hospital 
spending translates into higher insurance premiums 
the following year.



Conclusions

• Employer sponsored health insurance premiums are rising faster than 
wages.

• Rising hospital prices are the main reason premiums are rising.

• Hospital prices are becoming more transparent.

• Many of Texas’ top non-profit hospitals charge high prices that 
are earning them high profits.

• The only way to force hospitals to stop raising prices is for employer 
sponsored plans to demonstrate they are price sensitive.
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