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Presenter
Presentation Notes
Introduce self and the topic to be discussed—Idaho’s participation and involvement in the  St. Luke’s--Saltzer antitrust litigation.



Healthcare Costs are a Big Deal 

• 17.2% of Gross Domestic Product of U.S.  
 
• In English, this is $2.8 trillion dollars per year 
 
• This is $8,915 per person 

– Cal. Healthcare Foundation, Health Care Costs 101 

 
 



St. Luke’s – Saltzer 
 Antitrust Litigation 

  
 Federal Trade Commission & State of Idaho et 

al. v. St. Luke’s Health System, Ltd. & Saltzer 
Medical Group P.A.  
 

 2015 WL 407446 (2-10-15 Ninth Circuit) 
 

 2014 WL 525540 (1-24-14 D.Idaho) 
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Presenter
Presentation Notes
This matter began as an investigation in 2012 and involved the review of voluminous records, the interview of well over a hundred witnesses, and significant econometric work.  There is a reason why the Federal Trade Commission is listed first up there.  They undertook an incredibly heavy and significant workload in this matter, bearing significant trial, expert, briefing and litigation expense.  That said, my General and my office was “all in” in this case.  We committed every last available contingency fund and available money to fund our efforts, which included retaining highly qualified outside counsel and experts, cannibalizing in-house positions, and, in short, making this case “the office’s case” for the duration of the matter.



Geographic Market Determination is 
Critical 

• The relevant market is a construct of: 
–  the geographic market (where do parties 

compete) and  
– product market (what are the competing products 

or services). 

• No major dispute in St. Luke’s that Primary 
Care Physician (PCP) Services was a proper 
product market. 
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St. Luke’s Idaho Presence 
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Presenter
Presentation Notes
Already second largest provider of PCP services in Nampa upon acquisition of Mercy Physician Group in 2011. 



Background--St. Luke’s is a “Dominant” 
Healthcare Provider 
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Dr. Randell Page, 
Saltzer’s Contracts 
Committee Chair   

Presenter
Presentation Notes
St Luke’s is the dominant healthcare provider in various parts of the State, including the Treasure Valley where Nampa is located.  It is also the largest private employer in the entire State.



Background—Saltzer is a “Dominant” Healthcare 
Provider 
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“This begins to show the dominance of 
Saltzer in the Nampa market. . . .  Out of 
roughly 80 physicians in Nampa, Saltzer 
represents 47. If you add the Mercy 
Group, we have the opportunity to work 
exclusively with 54 of the 80.” 

Ed Castledine, 
Director of Business 

Development 

Presenter
Presentation Notes
Saltzer is not only the dominant provider in Nampa, it is the largest multi-speciality practice group in Idaho.  The Attorney General by the way resides in Nampa, Idaho.



Background—The Acquisition 
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Presenter
Presentation Notes
Saltzer is principally based in Nampa, Idaho a city about 20 miles from Boise.  St. Luke’s has hospitals in Boise and Meridian and it has doctors throughout the region, including pre-existing family care practitioners in Nampa.



Bargaining leverage depends on substitute physician 
groups in the market 

• Before the Acquisition: Saltzer PCPs offer an attractive substitute for St. Luke’s 
PCPs, and vice versa 

– The health plan thus has a credible “outside option” when it negotiates with each 
provider 

Health Plan 

Saltzer 

St. 
Luke’s 

Saint 
Al’s 

Others 

Entrants? 

Trial Slide (Dr. Dranove) 



Bargaining leverage depends on substitute physician 
groups in the market 

• After the Acquisition: the health plan loses a credible 
outside option, and the provider gains negotiating 
leverage 

 

 

St. Luke’s  
&  

Saltzer 

Health Plan 

Saint 
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Others 

Trial Slide (Dr. Dranove) 



Background—The Acquisition 
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St. Luke’s and 
Saltzer 
Accounted For 
Nearly 80% of 
Primary Care 
Physician 
Services in 
Nampa 

Presenter
Presentation Notes
This chart sums up the effect of St. Luke’s acquiring Saltzer’s primary care physicians in the Nampa market.  For the Attorney General that concentration was unacceptable.  



Broader Marker—Same Result 
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Background--Markets 

• The standard for geographic market is “…where buyers can 
turn for alternate sources of supply.”  (Morgan, Strand v. 
Radiology, Ltd., 924 F.2d 1484, 1490 (9th Cir. 1991).  Here the 
relevant buyers are the insurance companies not individual 
consumers: 

• …the vast majority of health care consumers are not direct 
purchasers of health care—the consumers purchase health 
insurance and the insurance companies negotiate directly 
with providers.” (Findings, ¶ 53 (emphasis added).) 

• Ninth Circuit emphatically endorsed this, stating it is now the 
“accepted model.”  2015 WL at *4 n. 10. 
 
 

 
14 

Presenter
Presentation Notes
This concentration of primary care doctors particularly concerned the Attorney General because he was very much persuaded that the competition by which to test geographic markets is the one where the “buyers” are health insurance companies.  He reviewed the literature, consulted health care experts, and interviewed insurance payers.



Market Access is Local 
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Background—Judgment in Favor of the 
Government Plaintiffs 

• Rejection of Assumption that 
Non-Profit Entities Will Not 
Exercise Market Power 

 

• Rejection of Economic Theories 
that Generated Overbroad 
Geographic Markets 

 

• Skeptical Review of Asserted 
Efficiency Benefits  

 

• Rejection of ACA “Defense” 
 

• Affirmance of Divestiture as the 
Presumed Remedy in 
Government Actions 
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Presenter
Presentation Notes
The end result was a victory on all fronts for the Government Plaintiffs.  My General was quite pleased, to say the least.



Conclusions 
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• Healthcare markets are local. 
– Can’t compare not so far flung areas because patients won’t make the 

drive 
– Major concern shaping up with graying of smaller communities. 

• Shrinking aging populations need more healthcare 
• Providers consolidating and relocating to population centers 
• Cause and effect 

• Consolidation so far has not resulted in cost savings that are passed 
on to the patients. 

• Consumers are patients and insurers—thus the bargaining leverage 
is an essential component. 

• Public Hospital/ Tax Revenue supported healthcare 
– Appealing targets for private/ non-profit 
– NFL Dilemma? 
– Entry magnifies this problem 

Presenter
Presentation Notes
I conclude with a slide from our opening statement.  This case was about market power and higher prices and applying laws that prohibit the acquisition of such power and the resultant anti-competitive effects.  The cause consumed our office and exhausted our resources, but as my General said, there could not been a much more relevant competition case to bring than this one.
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