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HB 1416

• The genesis of this bill is due to the 
concern of expansion of plans that 
have ZERO out-of-network option for 
patients. 

• HB 1416 provides a solution for 
patients to choose care outside of the 
closed network, when that network 
doesn’t provide the option they need 
for their care.  

• 27 states have some form of patient 
choice law

• 12 are similar to HB 1416

• NDCC, 26.1-36-12.2 (1989) applies to 
pharmacies and pharmacists 



HB 1416 
History

• 14-0 DO PASS out of House 
Human Services Committee 

• 84-9 DO PASS out of House 
Assembly 



What did 
we learn 

from similar 
bill HB 1465 

last 
session?

• Significant discussions:
• Patients
• Providers
• Independent Critical Access 

Hospitals
• Independent medical 

practices
• Independent medical 

facilities
• Medical Associations
• Insurance carriers 



What did 
we learn?

•We learned the 
common concern was 
the Vertically Integrated 
Healthcare Delivery 
Network in North 
Dakota

•Vertically Integrated 
Network (VIN)



What is a 
Vertically 

Integrated 
Network 

(VIN)?



Vertically Integrated 
Network (VIN)

VIN houses the health plan,  the health 
system, the providers and services 
provided



Distinct 
Advantages 

of VIN in 
North 

Dakota, 
Large 

Foundation



Distinct 
Advantages 

of VIN in 
North 

Dakota, 
Health 

Maintenance 
Organization 

(HMO)



Distinct 
Advantages 

of VIN in 
North 

Dakota, 
HMO

Patients pay 
higher 
premium to 
get out-of-
network 
option



Distinct 
Advantages 

of VIN in 
North 

Dakota, 
HMO

Closed net work plan 
provides zero out-of-
network option and 
traps the patient in 
the network 
If  patient goes out-
of-network they are 
responsible for 100% 
of  charges



Financial Disparity Should NOT handcuff a 
patient's ability to choose a health care provider

• That comment should 
resonate….and so should the 
following question……

What if you are unable afford to 
pay more for that choice?

•HB 1416 answers this 
question

• In 2014, a similar bill (Measure 
17) was passed in South 
Dakota, with 61.81% of South 
Dakotans support.   

• “Those who want 
more choice and are 
willing to pay more for 
it have that option.”  
Dave Hewett, South Dakota 
Associations Of Healthcare 
Organizations.



Question 
from last 

session..how
is Measure 17 
functioning in 

South 
Dakota?







What is the main 
argument against HB 

1416?: 

Increase in cost
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Interim Healthcare Study, Final report January 2021



Does the VIN 
model in 

North Dakota 
promote 

competition?



Is Vertical Integration Bad for Health Care Consumers? - California Health Care 
Foundation (chcf.org)

https://www.chcf.org/blog/is-vertical-integration-bad-consumers/
https://www.chcf.org/blog/is-vertical-integration-bad-consumers/


Summary to 
article:

• “vertical integration 
can easily enable 
market power to use 
in an anticompetitive 
manner, allowing the 
merged firm to use its 
new structure to the 
disadvantage of 
others, and in some 
cases, to the harm of 
consumers.”

Is Vertical Integration Bad for Health Care Consumers? - California Health Care 
Foundation (chcf.org)

https://www.chcf.org/blog/is-vertical-integration-bad-consumers/
https://www.chcf.org/blog/is-vertical-integration-bad-consumers/


Summary to 
article:

• Vertical integration 
increased hospital’s 
bargaining power 
with the insurers, 
meaning the 
dominant hospitals 
can demand higher 
costs and limit 
competition. 

Is Vertical Integration Bad for Health Care Consumers? - California Health Care 
Foundation (chcf.org)

https://www.chcf.org/blog/is-vertical-integration-bad-consumers/
https://www.chcf.org/blog/is-vertical-integration-bad-consumers/


Summary to 
article:

• Recent increases in 
vertical integration 
were associated with 
higher prices for 
primary care, more 
expensive specialty 
care, and higher 
health insurance 
premiums. 

Is Vertical Integration Bad for Health Care Consumers? - California Health Care 
Foundation (chcf.org)

https://www.chcf.org/blog/is-vertical-integration-bad-consumers/
https://www.chcf.org/blog/is-vertical-integration-bad-consumers/


Summary to 
article:

• “Physician-Hospital 
integration did not 
improve the quality of 
care for the 
overwhelming 
majority of quality 
measures.”

Is Vertical Integration Bad for Health Care Consumers? - California Health Care 
Foundation (chcf.org)

https://www.chcf.org/blog/is-vertical-integration-bad-consumers/
https://www.chcf.org/blog/is-vertical-integration-bad-consumers/








Results: A sample of 64 papers resulted from the screening process. The impact of vertical 
integration on costs and prices of care appears to be negative. Decreases in technical 
efficiency upon vertical integration are practically out of the question. Nevertheless, there is 
no substantial inclination to visualize a positive influence. The same happens with the quality 
of care.









Corwin D. Edwards. Journal of Marketing Vol.17, No.4 (Apr, 
1953), pp. 404-410 



RI-Vertical-Integration-and-Market-Power-Crisis-Issue-brief-201904.pdf 
(rooseveltinstitute.org)

https://rooseveltinstitute.org/wp-content/uploads/2020/07/RI-Vertical-Integration-and-Market-Power-Crisis-Issue-brief-201904.pdf
https://rooseveltinstitute.org/wp-content/uploads/2020/07/RI-Vertical-Integration-and-Market-Power-Crisis-Issue-brief-201904.pdf


Is ND at risk of 
a monopoly in 

healthcare?

YES

1) Vertically Integrated 
Network

2) Large foundation to 
support anti-competitive 
growth

3) HMO with zero out-of-
network options, with 
planned expansion across 
ND

4) Struggling health systems 
at risk for consolidation

5) Struggling provider 
practices at risk for 
consolidation

6) Difficulty to recruit to ND 
in an anti-competitive 
environment = less 
competition



Is ND at risk of 
a monopoly in 

healthcare?

YES

1) HB 1416  - Allowing 
patients to choose 
a trusted provider 
helps solve one 
small piece of the 
monopoly risk  



Does the VIN 
model in North 

Dakota 
promote cost 

savings?



North Dakota RANKS #3 in percentage of average annual hospital operating 
EXPENSES GROWTH from 2010-2018
South Dakota RANKS #2 in the same category



Average Annual 
Growth in 
Hospital Expenses

Hospital Average Expense Growth

Hospital 1 4.0%

VIN 8.9%

Hospital 3 5.1%

VIN 14.0%

Hospital 5 6.0%

Hospital 6 3.1%

20210108 ND Legislative Management Interim 
Healthcare Study-FINAL.pdf Page 4

https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf
https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf


The other 4 major hospitals in North Dakota had operating expenses growth similar to 
surrounding states (3.1-6%) 20210108 ND Legislative Management Interim Healthcare 
Study-FINAL.pdf Page 4

https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf
https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf


Hospital Related Prices for Selected 
Common Procedures in North Dakota

• 20210108 ND Legislative Management Interim Healthcare Study-
FINAL.pdf
• North Dakota Legislative Management Interim Healthcare Study, page 15.

HOSPITAL COLONOSCOPY NORMAL VAGINAL DELIVERY

HOSPITAL 1 2,980 4,343
HOSPITAL 2 1,775 4,895

VIN HOSPITAL 3,843 15,056
VIN HOSPITAL 5,509 13,603
HOSPITAL 5 2,064 12,239
HOSPITAL 6 2,100 13,000
HOSPITAL 7 4,700 11,000

https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf
https://www.insurance.nd.gov/sites/www/files/documents/Communications/Reports/20210108%20ND%20Legislative%20Management%20Interim%20Healthcare%20Study-FINAL.pdf


Procedure Price Lookup for Outpatient Services | Medicare.gov 23412

https://www.medicare.gov/procedure-price-lookup/cost/23412




North Dakota Legislative Management 
Interim Healthcare Study, Final report January 2021



https://www.ahip.org/resources/healthier-people-through-healthier-markets

https://www.ahip.org/resources/healthier-people-through-healthier-markets
https://www.ahip.org/resources/healthier-people-through-healthier-markets


https://www.ahip.org/resources/healthier-people-through-healthier-markets

https://www.ahip.org/resources/healthier-people-through-healthier-markets


How will HB 
1416 control  

or even 
decrease cost?

1) HB 1416 – Is not “any willing provider” 
at “any willing price” - provider still 
needs to negotiate and meet the terms 
and conditions to participate

2) Fail First mechanisms employed by 
insurance companies

3) Provide access to Ambulatory Surgery 
Centers vs Hospital Outpatient 
Departments (ASC up to 50% cost 
savings vs HOPD)

4) Patient access to the providers they 
need, avoid redundant visits



How will HB 
1416 control  

or even 
decrease cost?

5) Value based contracting arrangements 
with independent providers 

6) Allows patients the Right to Shop for 
lower cost centers of care.

7) Allows patients to access LOWER COST 
centers which drives down cost, saves the 
patient money, saves the VIN insurance 
company money, allowing the VIN to offer 
its current closed network plan to MORE 
consumers.  



“Deloitte’s comments are limited to the scope of the uniform group insurance program.  
The legislation is anticipated to have a financial impact on the uniform group insurance 
program but the impact cannot be estimated with confidence because the costs will be 
dependent on provider contracting arrangements with the health insurer that 
administers the uniform group insurance program”



“Conceptually, eliminating the ability for health insurers to exclude any providers from their 
networks removes some of the incentive for providers to agree to competitive 
reimbursements.  The average discounts agree to by health systems (e.g., usually 30-40% 
for hospital care) could be reduced, or eliminated, IF providers could charge higher rates 
without any impact to patient volume.  Any reduction in the discounts could lead to 
significant increase in health insurance premiums for all covered participants under the 
uniform group insurance program.” 



Program include 100% of hospitals and over 96% of physicians in the State.  Given the 
breadth of the network participation in the State, the legislation may not have the effect 
of expanding provider participation.  Additionally, since there is such broad provider 
participation, the financial impact of the proposed legislation could be immaterial if 
provider reimbursement rates do not increase as result of the legislation (since there 
are no hospitals and relatively few providers that are not under contract today).



What HB 1416 
Does Do?

Allows patient to see the provider 
of their choice, IF the provider 
agrees to the terms and conditions 
established by the insurer

Allows insurance companies to 
determine the terms and condition 
offered to the provider (96% of 
physicians already contracted in 
other VIN plans with out-of-
network options)



What HB 1416 
Does Do?

Allows patients to select an out of 
network option when no option 
exists 

Increases healthcare workforce 
capacity, by adding more providers 
patients can choose from for their 
care



What HB 1416 
Does Do

Increases Competition, 
“evens the playing field”

Allows patients the right 
to shop for lower cost 
alternatives outside of 
the closed network

Decreases the risk of 
future health care 
monopolization in North 
Dakota
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