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January 14, 2025
Howard Dulude
Interim President
Hospital Association of Rhode Island
405 Promenade Street
Providence, Rhode Island 02908

Dear Howard,
I am writing to address the Hospital Association of Rhode Island’s (HARI) recent proposal to raise the Affordability Standard’s maximum hospital payment increase from Core CPI +1% to Core CPI +3% over three years. This change would add an additional $100+ million in hospital payments over that period—exclusive of rising costs for prescription drugs, medical devices, and other healthcare components—further straining businesses and families already grappling with unaffordable healthcare.
Employers and employees are already facing a 10% weighted average increase in employer-sponsored health insurance premiums for 2025, along with higher out-of-pocket expenses. These escalating costs highlight the very crisis the Affordability Standards were designed to address: an unsustainable affordability challenge impacting the state, businesses, unions, municipalities, and employees. Originally intended to align the rate of increase of hospital costs with Core CPI by 2019, HARI has opposed full implementation of the standards over many years.  In this year’s proposal, HARI’s argues to raise the cap to Core CPI +3%, which threatens to further inflate premiums and out-of-pocket costs, undoing years of progress.
While boosting hospital revenue is HARI’s stated goal, it is imperative to tackle the inefficiencies driving costs—most notably, skyrocketing overhead. In a nationwide comparison using data from the Medicare Cost Report, we have shown that hospitals in Rhode Island, taken as a group, are ranked second highest in the nation in overhead costs, measured as a percent of  total expenses. This inefficiency undermines financial stability, forcing hospitals to prioritize higher prices over cost reductions. Controlling overhead growth and streamlining operations are essential to sustainability and to reducing the burden on businesses and families. With hospital expenses consuming nearly 50% of employer-sponsored health insurance medical costs, efficiency is no longer optional.
This inefficiency contributes to a broader affordability crisis, as highlighted by the Office of the Health Insurance Commissioner’s 2024 Health Care Spending and Quality Report underscoring the long-term affordability crisis. Between 2001 and 2022, the average employer-sponsored family premium soared from $8,023 to $22,955, while employee contributions quadrupled, and family deductibles climbed to $3,867. Rhode Islanders cannot afford more of the same.
The urgency of addressing these inefficiencies is further underscored by analysis from The Rhode Island Public Expenditure Council (RIPEC) and others who warn of the dual challenges posed by rising healthcare costs and slower revenue growth as pandemic-era federal relief phases out. Medicaid costs already dominate state expenditures, underscoring the urgency for strategic policy solutions.
Industry analysts agree that hospitals must shift focus to operational improvements to achieve financial stability. Experts like Oliver Wyman call for a 15%-20% reduction in hospital costs by 2030, while Guidehouse and Kaufman Hall emphasize rethinking business models and adopting best practices to weather financial challenges. Higher revenue benchmarks are not the solution.
We urge HARI to engage in a transparent, collaborative analysis of its proposal and its potential impact on health insurance costs, consumers, and Rhode Island’s economy. Additionally, we encourage HARI to support full participation in the AHEAD program, which aligns hospital payment incentives with affordability while fostering long-term sustainability for hospitals and the community.
Sincerely,
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Albert D. Charbonneau
Executive Director
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