
Policy Short Takes: State Policies that 
Establish Health Care Spending Targets 
FOCUS ON BENDING THE COST CURVE 
Policy Short Takes are short publications by MDH’s Health Economics Program to summarize available evidence on particular 
health policy questions. We select topics for Policy Short Takes based on interest in the community and the availability of 
resources. This particular Policy Short Take is intended to supplement this year’s report on health care spending trends.1  

___________ 

In 2017, health care spending reached $50.3 billion in Minnesota and $3.3 trillion in the United 
States, continuing a persistent trend of health care spending growth.2 Increasingly, 
policymakers, payers, and employers in Minnesota and across the country have been looking 
for ways to make health care more affordable and to limit future spending growth. However, as 
we have reported elsewhere, there are considerable barriers to containing spending growth, 
and evidence of measurable success has been modest to date.3  

Increasingly, states’ are becoming impatient and at the same time aware of their ability to serve 
as laboratories for reform, and are implementing or are considering a range of options to 
address health care affordability, including by containing trends in health care spending.4 These 
efforts range from governors, such as from California and New Jersey, establishing state offices 
focused on consumer affordability to state legislatures establishing price transparency 
initiatives, such as Maine.  

This Policy Short Take presents detail on one of the options: implementing health care spending 
growth targets – either in the form of benchmarks, caps or global budgets. We offer examples 
from seven state initiatives and include a brief historical review of Minnesota’s attempts to 
constrain health care spending through cost containment limits. 

What States Have Established Growth Targets? 
Below, we summarize key aspects of each state’s initiative: 

1. The name and time frame of the policy;
2. How spending targets were set and their parameters;
3. What, if any, penalties were established for exceeding limits;
4. What payers or providers of health care services are targeted by the policy;
5. What reporting requirements have been paired with the initiative; and
6. What, if any, impact on health care spending is currently discernable.

Table 1 illustrates the variation in the implementation of this approach across states, as well as 
the different time horizon states are operating under. Programs range from being announced 
just a few weeks ago (Connecticut) to Maryland’s conversion from an all-payer hospital rate 
regulation system (developed in the 1970s) to an all-payer model in 2014. 
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Table 1: Summary of State Approaches to Establish Health Spending Targets 

State Year(s) Spending Limit & 
Parameters1 Penalties 

Payers and 
Providers 

Targeted by 
Policy 

Reporting 
Requirements Results 

Connecticut 2021-
2025 

Health care 
spending 

benchmark, target 
for primary care 

spending share of 
total spending 

Not indicated 

Medicare, 
Medicaid, 

Commercial, 
Health Plan Co’s, 

Providers 

Annual 
report  Not yet available 

Delaware 2019 to 
2023 

Per capita spending 
growth limit None (voluntary) 

Medicare, 
Medicaid, 

Commercial, 
Health Plan 
Companies, 

providers, medical 
groups, and ACOs 

Annual 
report  Not yet available 

Maryland (All 
Payer Model) 

2014 to 
2018 

Global per capita 
hospital budget 

with growth limit 

Return to national 
Medicare payment 

system 

Hospitals, and all 
payers of hospital 

services 

Annual 
report  

Growth limit 
met; Medicare 

savings 

Maryland 
(Total Cost of 
Care Model) 

2019 to 
2026  

Expanded global 
budget with per 

capita total cost of 
care growth limit 

State at-risk for all 
Medicare Fee-for-

Service beneficiaries 

Providers and 
payers in hospital 
and non-hospital 

settings 
Annual report  Not yet available 

Massachusetts 2013 to 
2023 

Per capita spending 
growth limit 

PIP and monitoring 
for payers/providers 

going over benchmark 
(potential) 

Medicare, 
Medicaid, 

Commercial, 
Health Plan Co’s, 

Providers 

Annual report 
and public 

hearing 

Growth limits 
met in certain 

years 

Oregon 2021 
forward 

Health care 
spending 

benchmark  
PIP, financial penalties 
if no plan (potential) 

Medicare, 
Medicaid, 

Commercial, 
Health Plan Co’s, 

Providers 

Annual report 
and public 

hearing 
Not yet available 

Pennsylvania 2019 to 
2024 

Global budget with 
per beneficiary 
inpatient and 

outpatient hospital 
growth limit 

None (voluntary) 

Rural Hospitals, 
Medicare, 

Medicaid, some 
Commercial 

Health Plan Co’s 

Hospital-based 
transformation 
plans, quarterly 
evaluation by 

state 

Not yet available 

Rhode Island 2019 to 
2022 

Per capita spending 
growth limit None (voluntary) 

Medicare, 
Medicaid, 

Commercial, ACOs 
Annual report Not yet available 

Notes: Acronyms used include PIP (Performance Improvement Plan), CMS (Center for Medicare and Medicaid Services), ACO 
(Accountable Care Organization) and MCO (Managed Care Organization). 

                                                      
1 For purposes of this table summary, we are not including any quality, population health, or other non-spending 
parameters or reporting requirements. 



P O L I C Y  S H O R T  T A K E S :  H E A L T H  C A R E  S P E N D I N G  T A R G E T S  

3 

Connecticut 
1. Name and Year(s): Executive Order 5 (health care spending growth benchmarks 

established); 2021 through 2025.  
2. Spending Limit and Parameters: By December 2020 there will be established annual per 

capita health care cost growth benchmarks for five years (2021 through 2025). These will be 
based on all public and private health care expenditures.5 

Within these benchmarks, there will be targets for increased primary care spending as a 
share of total health care spending for each year, reaching 10 percent by 2025. 

Executive Order 5 also directs the state to develop quality benchmarks across public and 
private payers, effective 2022. (Executive Order 6 directs development of public 
transparency for Connecticut Medicaid cost and quality reports by January 31, 2020, with 
the intent to create payment and care delivery strategies that improve health outcomes and 
reduce health disparities.)6 

3. Penalties: The Executive Order does not specify if there are any penalties.  

4. Payers and Providers Targeted by Policy: All payers, private and public payers. 

5. Reporting Requirements: Results will be published annually for the preceding year. Detailed 
reporting requirements were not contained in the Executive Order. 

6. Results: As this program has not yet started, we are not able to identify any impact it has 
had on Connecticut health care spending.  

Delaware 
1. Name and Year(s): Executive Order 25 (health care spending benchmarks); 2019 through 

2023. 
2. Spending Limit and Parameters: An annual per capita growth rate, tied to the Delaware per 

capita Potential Gross State Product (PGSP) and a transitional market adjustment. Growth 
benchmarks range from 3.0 to 3.8 percent over five years (2019 through 2023), but are 
subject to change if there are unanticipated economic changes. It may continue for 2024 
after a reassessment of the methodology. 

The spending limit also includes health care quality benchmarks, effective 2019, but for 
purposes of this policy short take, we only discuss health care spending limits.7 

3. Penalties: The benchmark is voluntary, meaning that there are no penalties or incentives 
for stakeholders to limit costs. The goal of the initiative is to allow stakeholders to begin to 
focus on strategies to manage health care spending trends and help create accountability 
through improved transparency.8  

4. Payers and Providers Targeted by Policy: Medicare, Medicaid, commercial, health plan 
companies, and medical group and Accountable Care Organizations (ACOs) of sufficient size.  

5. Reporting Requirements: Results will be published annually for the preceding year and 
include aggregate spending, per capita spending, per member per year spending, and the 
rate of change against the benchmark. 
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6. Results: As this program is in its first year, we are not able to identify any impact it has had 
on Delaware health care spending.  

Maryland 

All-Payer Model (2014- 2018) 
1. Name and Year(s): All-Payer Model, effective 2014 through 2018.9 

2. Spending Limit and Parameters: The model established global budgets for Maryland 
general, acute care hospitals, providing these hospitals with a fixed revenue for the year. 
The goal of this model was to improve health, lower health care costs and enhance patient 
care, while moving away from a fee-for-service payment model to a value-based payment 
model.10  

The model created an all-payer per capita hospital (inpatient and outpatient) growth rate 
tied to the ten-year compound Maryland annual per capita Potential Gross State Product 
(PGSP), requiring growth to be 3.58 percent or less. Maryland also made a commitment to 
CMS to have $330 million in cumulative Medicare savings over five years, along with specific 
minimum performance targets each year.  

The ability for Maryland to employ this program was predicated on having hospital rate 
regulations (i.e., an all-payer hospital rate program), which were implemented in the 1970s. 

3. Penalties: Maryland hospitals would have transitioned, over two years, to the national 
Medicare payment system (which they had not operated under since the 1970s) had they 
not met the spending limits and parameters of this model.  

4. Payers and Providers Targeted by Policy: Hospitals, and all payers of hospital services, with 
a focus on Medicare and Medicaid (including CHIP). 

5. Reporting Requirements: Results were made available annually to CMS and included items 
such as spending and quality measures, regulated revenue rates, patient experience of care, 
and population health measures.11  

6. Results: Through 2018, the program showed an estimated 796 million in Medicare savings 
in hospital expenditures and $975 million in total Medicare savings, 12 and kept per capita 
growth rates under 3.58 percent, while meeting several quality targets, such as 
admissions.13 There was no improvement in coordination with community providers 
following hospitalization, and utilization results were not consistent across all types of 
hospitals. As the All-Payer Model focused only on hospitals, it constrained Maryland in 
sustaining the rate of Medicare savings and quality improvements.14 

Total Cost of Care Model (2019-2026) 
1. Name and Year(s): Maryland Total Cost of Care (TCOC) model; 2019 through 2026. 
2. Spending Limit and Parameters: CMS approved the expansion of Maryland’s All-Payer 

Model with which it extends limits to Medicare spending increases to providers in non-
hospital settings. The model sets a per capita limit on the total hospital cost of care (3.58 
percent), and promotes care coordination between hospital and non-hospital providers, 
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and patient-centered care. Maryland is fully at-risk for the total cost of care for Medicare 
fee-for-service beneficiaries. This is the first state to implement this at-risk contract 
model.15  

The model includes three components: a hospital payment program, a Care Redesign 
Program, and the Maryland Primary Care Program. The TCOC calculation can be adjusted by 
outcomes-based credits, which Maryland would earn based on its performance for 
population health measures and targets, these are based on assumed future savings from a 
healthier population.16  

Maryland committed to CMS that between 2019 through 2023 there will be $1 billion in 
cumulative Medicare savings. Specific savings to other payers are not explicitly stated.  

3. Penalties: Maryland appears to be fully at-risk for the TCOC for Medicare FFS beneficiaries. 
In practice, if targets are not met, corrective action plans will be implemented.  

4. Payers and Providers Targeted by Policy: Providers and payers in hospital and non-hospital 
settings (i.e., outpatient services); with a focus on Medicare and Medicaid (including CHIP). 

5. Reporting Requirements: Results on spending and quality measures are reported annually 
to CMS for the preceding year, including the regulated revenue and growth rate for each 
Maryland hospital. 17  

6. Results: As this new model is in its first year, we are not able to identify any impact it has 
had to date on Maryland health care spending.  

Massachusetts 
1. Name and Year(s): Chapter 224 of the Acts of 2012 (health care cost growth benchmark); 

2013 through 2023. 

2. Spending Limit and Parameters: A limit on the annual per capita growth rate tied to the 
Massachusetts per capita Potential Gross State Product (PGSP). Benchmarks were 3.6 
percent for 2013 through 2017 (PGSP), 3.1 percent for 2018 through 2022 (PGSP minus 0.5 
percent), and set to PGSP again in 2023. 18 The growth rate beginning 2018 can be adjusted 
up to 3.6 percent if reasonably warranted. The per capita growth rate is based on total 
health care expenditures, including private and public payer medical expenses (in an 
attempt to control cost-shifting between payers), patient cost-sharing, and the net cost of 
private insurance 

3. Penalties: When the health care spending benchmark is not met, Performance 
Improvement Plans (PIP) can be required of payers and providers whose health care 
spending growth are excessive, as well as requiring them to undergo strict monitoring and 
authority to levy penalties of up to $500,000 for noncompliance with PIP.19  

4. Payers and Providers Targeted by Policy: All private and public payers (e.g., commercial, 
MassHealth (Medicaid), Medicare Advantage, Medicare FFS), and providers.  

5. Reporting Requirements: Results are published annually for the preceding year and include 
spending trends, underlying factors, and strategies for improving the efficiency of the health 
care system. There are also extensive public hearings (conducted with the Office of the 
Attorney General) which include information from a representative sample of witnesses 
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including providers, payers and other entities (i.e., academic medical centers) describing 
information on prices and utilization trends, among other topics, as well as hearings on any 
modifications to the benchmark.20 The Center for Health Information and Analysis (CHIA) 
monitors the benchmark and spending trends, and produces the report; the Massachusetts 
Health Policy Commission makes policy recommendations. 

6. Results: Through 2017, per capita growth rates were below 3.6 percent in three of the five 
years. 21 Reports noted that higher priced providers with significant market volume and 
increased growth in prescription drug spending were the largest contributors for non-
compliance in meeting the per capita growth rate in 2014 and 2015.22 Nonetheless, even 
with slower growth rates, Massachusetts per capita spending remains significantly higher 
than other states, due to higher hospital care and long-term care spending, and in 2016 and 
2017, member cost sharing grew faster than inflation, average wages and premiums.23  

Oregon 
1. Name and Year(s): Sustainable Health Care Cost Growth Target program (Senate Bill 889), 

effective 2021.24 

2. Spending Limit and Parameters: Parameters are not yet defined, but a benchmark rate 
related to health care spending growth will be measured against an economic indicator 
(e.g., Oregon economy, personal income) on a per capita, statewide, and health care 
company basis. The Oregon Health Authority will develop the benchmark in partnership 
with stakeholders and consumers. 

Currently, there is a health care spending benchmark for clients of publicly funded health 
insurance (3.4 percent), which initially began with Medicaid in 2012 and expanded to cover 
public employee health plans in 2014.25 

3. Penalties: The implementation committee will provide recommendations for making health 
plan companies and providers accountable if they exceed targets. Additionally, for providers 
and payers who exceeded the cost growth target in the previous year, the program can 
require Performance Improvement Plans (PIP).26  

4. Payers and Providers Targeted by Policy: All payers and providers in the state. 

5. Reporting Requirements: Annual report on spending trends, data by categories of services, 
underlying factors and cost drivers, information on the affordability of health care, 
insurance premiums and types of payments, and strategies for improving the efficiency of 
the health care system. The report will include which providers and payers exceeded costs 
from the prior years, and results will be discussed in public hearings. 

6. Results: As this program has not yet started, we are not able to identify any impact it has 
had on Oregon health care spending.27 
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Pennsylvania 
1. Name and Year(s): Pennsylvania Rural Health Model, 2019 through 2024. 

Spending Limit and Parameters: Global Budget model for rural hospitals to support stable 
financing, transform hospital care delivery, advance the health needs of rural communities, 
and to improve the quality of care. 

Creates a global budget with an all-payer annual per beneficiary inpatient and outpatient 
hospital services growth rate tied to the Pennsylvania Gross State Product between 1997 
and 2015, as well as population health targets.28 The growth rate is of 3.38 percent, for six 
years (2019 through 2024), for all participating payers. The global budget of each hospital 
will be at least 75 percent of the hospital’s net hospital revenue in 2019, and at least 90 
percent for years 2020 through 2024. 

Further, there will be $35 million in Medicare hospital savings between 2019 through 2024 
and the growth rate for rural Pennsylvania Medicare spending per beneficiary will not 
exceed the growth rate of national rural Medicare spending per beneficiary (by a certain 
percentage for 2020 through 2023).29 

2. Penalties: Participation is voluntary, meaning hospitals are not required to participate. The 
goal is that this model will increase health care access, reduce rural health disparities, and 
decrease mortality from substance use and opioid abuse.30 

3. Payers and Providers Targeted by Policy: Rural critical access and acute care hospitals; 
Medicare, Medicaid, certain commercial health plan companies. 

4. Reporting Requirements: Participating hospitals create individualized Rural Hospital 
Transformation plans, approved by CMS and Pennsylvania, which outline their proposed 
delivery transformation. Pennsylvania performs quarterly evaluations. 

5. Results: As this program is in its first year, we are not able to identify any impact it has had 
on Pennsylvania health care spending. 

Rhode Island 
1. Name and Year(s): Rhode Island Health Care Cost Growth Target (Executive Order 19-03, 

February 6, 2019), 2019 through 2022.31 

2. Spending Limit and Parameters: An annual per capita growth rate directly tied to the Rhode 
Island per capita Potential Gross State Product (PGSP). The model sets a benchmark rate of 
3.2 percent annually for 2019 through 2022. It may continue after 2022; however, before 
then the methodology will be reassessed. 

3. Penalties: The benchmark is voluntary, meaning that there are no penalties or incentives 
for stakeholders to limit costs. Publishing performance may promote accountability. 

4. Payers and Providers Targeted by Policy: Medicare, Medicaid, commercial, health plan 
companies, and Accountable Care Organizations (ACOs).  
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5. Reporting Requirements: Results will be published annually for the preceding year and 
include aggregate spending, per capita spending, per member per year spending, and the 
rate of change against the benchmark. 

6. Results: As this program is in its first year, we are not able to identify any impact it has had 
on Rhode Island health care spending.  

What Was Minnesota’s Earlier Approach to Constraining Health 
Care Spending? 
In response to substantial health care spending growth between 1980 and 1991,32 the 
Minnesota Legislature established the Minnesota Health Care Commission (Laws of Minnesota 
1992, Chapter 549; House File 2800 “HealthRight”), effective 1992. The Commission was tasked 
with developing cost containment plans to reduce health care spending growth rates by at least 
10 percent per year, over five years. 

The goal was to build a partnership between the government and private stakeholders for a 
common mission, understanding that there were regional variations in health care delivery, 
access, quality and spending.33 The 1993 Minnesota Legislature enacted several cost 
containment initiatives based on recommendations from the commission that included capital 
expenditure reporting and review, strengthening administrative uniformity, as well as 
establishing annual health care spending growth limits for 1994 through 1998 (Laws of 
Minnesota 1993, Chapter 345).34 

Similar to the previous section, the following section summarizes the requirements of the 
legislation, as well as the evidence on potential impact on health care spending in the state.  

1. Name and Year(s): Minnesota Cost Containment – statewide expenditure limits (Laws of 
Minnesota 1993, Chapter 345), 1994 through 1998. 

2. Spending Limit and Parameters: Health care spending growth for health plan companies 
was limited to the consumer price index (CPI) plus percentage points specified in statute.35  

The specified percentage points declined from 6.5 in 1994 to 2.6 in 1998. These goals were 
set with the intention of reducing spending growth by 10 percent per year, and it was 
estimated that this would result in savings of $6.9 billion over five years across all payers.36 

3. Penalties: The law envisioned growth limits would be reinforced by two other components 
of the cost containment plan: through the voluntary development of integrated networks 
called Integrated Service Networks (ISNs) (similar to the current Health Maintenance 
Organizations), and the establishment of a “Regulated All Payer Option” (RAPO) to control 
costs provided on a fee-for-service basis, which was never fully implemented.37 

4. Payers and Providers Targeted by Policy: The cost containment legislation applied to total 
spending growth for Minnesotans and explicitly targeted health plan companies through 
the establishment of (“interim”) goals for growth in net expenditure.  

5. Reporting Requirements: One of the unique aspects of this legislation was that it included a 
long-term data strategy of collecting data on health care expenditures across the state – an 
initiative that remains in place today. The health department would review compliance with 
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`descriptions, actual spending, the difference in projected and actual spending, and the 
impact and validity of cost containment goals.38  

6. Results: It is unclear to what extent the health care spending growth limits had a 
measurable impact. Between 1993 and 1997, health care spending growth slowed, but this 
was likely attributable to other factors, including the failure of national health reform, 
subsequent repeal of state-level reform components, and changes in the underlying 
economic trends.39 The state never took action against entities that did not meet the 
growth limits, in part because they were likely due to data irregularities, or because the 
factors driving growth were viewed as being outside the control of the individual entities. 
By 1997, two components of the Minnesota cost containment plan, RAPOs and ISNs, were 
either repealed or delayed.40 The requirement to maintain spending and net expenditure 
targets (for the state and health plan companies, respectively), was not extended past 1998 
by the Minnesota Legislature. 
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39 Minnesota Health Department, Health Economics Program analysis of estimated health care spending data reflect growth 
between 0.1 percent and 5.0 percent between 1993 and 1997. Coughlin TA, et al. The Urban Institute. Health Policy for Low-
Income People in Minnesota. November 1997 [PDF] (www.urban.org/sites/default/files/publication/67041/307320-Health-
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