A rich Republican businessman is an unlikely champion
for lower hospital prices — but he’s winning the fight

Rachel Cohrs — STAT News

I NDIANAPOLIS — Al Hubbard isn’t the typical crusader for lowering

health care costs.

Hubbard and his wife golf with Condoleezza Rice. He’s a Harvard Business School
buddy of George W. Bush, and the former chairman of Indiana’s Republican Party. He’s
also a prolific political donor, generous with the millions he made buying and growing
companies in sectors as diverse as specialty chemicals, gluten-free baked goods, and
camper van rentals.

He’s also, lately, been shockingly successful at forcing hospitals to lower their prices.

Thanks in part to Hubbard’s lobbying and advocacy, Indiana has banned surprise medical
billing, forced hospitals to disclose their prices and hold public meetings, and taken steps
to make medical insurance claims data more public, too. On top of that, just last year,

two extremely profitable hospital systems voluntarily committed to moderate their prices.

“One hospital CEO actually said, “‘Who gives you standing to take this on?”” Hubbard
said in an interview with STAT. “Nobody gives me standing. I'm a citizen. We’re in
America. And it’s important that someone challenge hospitals on their high prices
because it’s hurting the standard of living of every single person who lives in Indiana.”

Hubbard’s successes show that, at least with the right champion, conservative states may
be able to give up on a free-market approach to hospital pricing in favor of more
regulation and more legislation. Already, Hubbard and his team have spoken with
advocates in Texas, another red state home to powerful hospital systems, who are hoping
to replicate his work.

“What they are doing makes a lot of sense, and is exportable,” said Mark Miller, who
runs health policy for Arnold Ventures, which also supports Hubbard’s work.
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But in both Indiana and elsewhere, advocates for lowering hospital prices have
formidable foes. Though Hubbard has gotten the conservative Indiana House speaker on
board with tougher policies, he’s already getting pushback from other Hoosier
heavyweights, including former Medicare and Medicaid chief Seema Verma, who
disparaged some of the aggressive policies under consideration as left-wing price
controls.

The well-funded hospital lobby opposes him too, arguing that Hubbard is trying to make
hospitals a scapegoat for other health care entities that drive up costs.

Advocacy elsewhere may also struggle without a committed, politically well-connected
supporter like Hubbard, said Gloria Sachdev, the president and CEO of the Employers’
Forum of Indiana and vice chair of Hubbard’s advocacy group.

“Having someone like Al who is a trusted and known and respected peer is invaluable,”
Sachdev said. “We all need an Al Hubbard, each state needs their own Al Hubbard.”

I t was a story on the front page of the Indianapolis Star in April 2019 that

first piqued Hubbard’s interest in his state’s sky-high health care prices. “Indiana’s
hospital costs exceed neighbors’,” the headline read.

In it, employers described how high health care costs deterred them from building their
businesses in Indiana. The article also cited research conducted by the RAND
Corporation that ultimately found Indiana had the highest hospital prices out of 25
states.
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Hubbard sprung into action the way he had several times before. When he served on
health insurer Anthem’s board in the early 2000s, he helped shape a later-abandoned
health care reform plan he presented to President George W. Bush, and when he later
worked in the White House, he lobbied Conoress in vain to enact the health care

plan Bush laid out in his 2007 State of the Union.

This time, Hubbard quickly tapped his network to assemble a team of policy advisers to
put together some ideas. One of his first cold calls was to Brian Blase, who had left his
role as a health care policy adviser in the Trump White House a few days before.

Blase, who was sitting in the car at his child’s swim practice when he got the call, didn’t
know who Hubbard was, and had never met him before, but agreed to sign on anyway.

Sachdev, now Hubbard’s vice chair, was another early cold call. She, too, had no idea
who Hubbard was, or that he had even been in the room when she spoke to state
lawmakers about hospital pricing data in June 2019. He called the next day.

“Gloria, congratulations on this great study,” Hubbard told her. “And wow, we have a
problem.”

Others joined, too, including Chapin White, who now runs health policy analysis at the
Congressional Budget Office, conservative think tank president Avik Roy, state health
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policy whiz Marilyn Bartlett, and former Bush White House official Doug Badger.
Hubbard also hired a lobbyist to push his agenda forward.

The upstart group, called Hoosiers for Affordable Healthcare, embarked on a marathon
of 59 stakeholder meetings to get a set of policy recommendations ready for the 2020
legislative session.

Hubbard’s crew was not a welcome addition to the advocacy landscape, said Matt Bell,
the group’s lobbyist in the Indiana legislature. The health care industry’s position is that
with hospitals, insurers, and drugmakers, there’s no place for another voice, he said.

“They took umbrage to the fact that the group exists. Hospital CEOs’ attitude was, ‘Who
the hell is Al Hubbard, and why does what he think matters?”” Bell said.

But Hubbard, 74, doesn’t much care what people think anymore. He showed up to an
interview with STAT in stocking feet — his leather boat shoes were still with the shoe
shiner in the ground floor of his traditional office building in downtown Indianapolis. He
interrupted himself, too, to ask his nearby assistant, via speakerphone, to come toss his
lunch salad with the dressing included in the to-go container.

He ascribed his motivation to launch a new health lobbying organization, seemingly out
of nowhere, to being a policy guy through and through, calling it his “drug of choice.”

“I like trying to make, in my little way, the world a better place,” he mused.

Hospitals in Indiana argue that the RAND studies that inspired Hubbard are based on
outdated data (the pricing data lags by about two years) and that the rankings don’t fully
take other factors about the state’s health care spending into account, like unusually low
pay for physicians. Indiana University Health said the studies rely on a small percentage
of hospitals’ overall commercial claims.

“We started with an incomplete look at a tiny slice of the pie, and I fear that we could be
going down the road and trying to overcorrect something and cause unintended
consequences,” said Indiana Hospital Association President Brian Tabor.

Tabor also argued that Hubbard’s group has a “myopic focus” on hospital prices, to the
exclusion of other entities that contribute to high health care prices like insurers and
pharmacy benefit managers.



On that point, Hubbard agrees. He says the health insurer Anthem, in particular, which
has a large market share in Indiana, hasn’t entirely done its job to keep costs down. But
he didn’t apologize for his laser focus on hospitals.

“We can only do one thing at a time,” he said.

I ndiana’s hospital market is saturated with profitable, powerful health

systems. Some of the biggest are Indiana University Health, Parkview Health, Ascension
Health, Community Health Network, and Franciscan Health.

IU Health, for instance, had a 10.1% net operating profit margin in 2020, compared with
the national average for hospitals of -7.4% in a recent national study of nearly 1,400
hospitals conducted by Johns Hopkins researchers and funded by Arnold Ventures. For
Parkview Health, that number was 5.5%.

The hospital systems have massive reserve funds too. IU Health had $7.8 billion cash on
hand at the end of 2020, Parkview had $2.2 billion, and Ascension had $19.4 billion.

Ascension also has built 2 more than $1 billion private equity operation.

With such healthy reserves, hospitals have plenty to spend to try to influence the policy
process.

Hospitals' lobbying spending dwarfs pricing reform
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Hubbard and his group are dramatically outgunned on lobbying spending — the Indiana
Hospital Association alone spent more than $250,000 last year, or more than eight times
the nearly $30,000 that Hoosiers for Affordable Healthcare reported.

Some hospitals hire their own lobbyists, too — IU Health separately spent nearly
$230,000 on its own lobbyists on top of the hospital association’s number, further
dwarfing Hubbard’s spend.

“Hospitals are a great adversary, so we’re trying to help even the playing field,” said
Miller, of Arnold Ventures.

Despite Hubbard’s comparatively smaller investment, it’s still paying off. In addition to
its 2020 wins on banning surprise billing, on price transparency requirements, and on a
medical claims database, Hoosiers for Affordable Healthcare won another, smaller



victory in 2021 — a new law that requires not-for-profit health systems to hold public
meetings and take questions from community members.

Hubbard has also been successful by publicly attacking hospitals over their business
practices. Parkview Health and Anthem reached a new, multiyear contract at reduced
rates in summer 2020, and committed that its prices will be lower in 2025 than 2020
adjusted for inflation. IU Health in December committed to a four-year price freeze to
bring its prices more in line with the national average.

“[Hospitals are] very arrogant, and they think they’re doing the Lord’s work,” Hubbard
said. “And no one should question what they do.”

In particular, he’s criticized Indiana University Health for transferring $416 million to its
medical school just before the end of 2021 in an apparent bid to decrease its appearance
of profitability as its finances were under public scrutiny. He’s blasted the system, too, for
committing $1 billion to community health initiatives instead of using the money further
lower its prices.

IU Health said the investments “respond to unprecedented need to reverse the poor state
of public health in Indiana” because the state government underfunds public health.

A ranking produced by the State Health Access Data Assistance Center ranked Indiana
46th in 2020 in per-person state public health funding.

More broadly, IU Health also said it tends to show higher prices in hospital cost
comparisons because of its role as the academic health center for Indiana, and because
more complex cases from elsewhere in the state are referred to IU specialists.

H ubbard’s not satisfied with his progress so far.

“I certainly will not feel like we’ve succeeded until we get prices down to at least the
national average,” he said. ”It’s totally inappropriate for them, to be particularly as
nonprofits, overcharging for hospital care.”

Now, a prominent lawmaker Hubbard recruited to the cause is open to pursuing more
aggressive policies than Republicans have backed before.
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The two Republicans who lead Indiana’s House and Senate told hospitals to find a
solution to lower health care costs in a stern letter earlier this year. Besides IU Health and
Parkview’s commitments, the rest of Indiana’s hospital industry offered few ideas.

Indiana House Speaker Todd Huston wasn’t satisfied, and outlined several policies in
an op-ed in Mav that are outside the normal Republican wheelhouse on health care —
including even capping prices.

Hoosiers for Affordable Healthcare is still creating its game plan for the upcoming
session, Bell said, but is considering advocating policies that largely line up with Huston’s
outline. The group has also spent the past two years amassing a mailing list with
grassroots supporters that they can activate when the policy debate heats up.

But there’s no guarantee that leadership can move forward with such aggressive policies,
even if it wants to. Almost certainly, the hospitals will oppose them. IU Health said it
doesn’t have enough detail on Huston’s policy ideas to comment right now.

There are already ideological opponents emerging, too, including former Medicare and
Medicare chief Verma, who called capping prices, specifically, “left-wing liberal ideas.”

“I’m very concerned that our legislature would try to do anything around price controls,
because government price controls is a failed strategy across the board,” Verma said.

Even if the legislature doesn’t enact groundbreaking legislation to rein in hospital prices
next year, the political ground has shifted in a striking way for hospitals in Indiana,
starting with Hubbard himself. If his sentiment spreads, hospitals could have a national
problem.

Hubbard is no liberal. But he has lost hope that hospitals will participate in efforts to
make health care work more like a free market where customers shop for health care
based on price. And when there’s no competition on price, the only option is
government regulation, he said.

“It’s antithetical to the free market. But unfortunately, we don’t have a free market,”
Hubbard said.
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