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ASSEMBLY THIRD READING 
AB 1130 (Wood) 

As Amended  June 1, 2021 
Majority vote 

SUMMARY 

Establishes the Office of Health Care Affordability (office) within the Office of Statewide Health 

Planning and Development (OSHPD) and requires the office to analyze the health care market 
for cost trends and drivers of spending, create a state strategy for controlling the cost of health 

care and ensuring affordability for consumers and purchasers, and enforce cost targets. 
Establishes, within the office, the Health Care Affordability Advisory Board (board) and sets 
forth the composition and duties of the board, as defined. 

Major Provisions 

COMMENTS 

Total healthcare expenditures in the United States in 2019 reached $3.8 trillion, or $11,582 per 
person, up from 2018 when total national health expenditures were $3.6 trillion, or $11,129 per 

person. Private health insurance spending (31% of total health care spending) increased 3.7% to 
$1.2 trillion in 2019, which was slower than the 5.6% rate of growth in 2018. Medicare spending 

(21% of total health care spending) grew 6.7% to reach $799.4 billion in 2019, which was 
slightly faster than the 6.3% growth in 2018. Medicaid spending (16% of total health care 
spending) increased 2.9% in 2019 to reach $613.5 billion. Out-of-pocket spending (11% of total 

health care spending at $406.5 billion in 2019) includes direct consumer payments such as 
copayments, deductibles, and spending not covered by insurance. Out-of-pocket spending grew 

4.6% in 2019, which was faster than the 3.8% growth in 2018. 

Health Care Spending in California. According to a report entitled "An Environmental Analysis 
of Health Care Delivery, Coverage, and Financing in California" submitted by the Healthy 

California for All Commission to the Legislature in August 2020, in 2018, California's total 
health expenditures were an estimated $399.2 billion which accounted for 13.2% of the state's 

Gross Domestic Product which was $3.018 trillion. California's per capita health care spending 
in 2018 was $10,086. Similar to the federal data, the major payers for health care in California 
were private insurance (32.2%), Medicare (19.6%) Medi-Cal (18.5%) and other (29.7%). 

More than half of Californians and their families (58%) obtain their health coverage through 
their employer, but wages have not kept pace with health spending. According to the University 

of California, Berkeley Labor Center (UC Labor Center), since 2008, premiums for job-based 
family health coverage in California have grown by 49% on average; but real median wages 
have remained stagnant. For example, single coverage premiums averaged $8,712 per year in 

2018, equivalent to $4 per hour for someone working 40 hours per week and for family 
coverage, the average annual premium was $20,843 which is equivalent to $10 per hour work for 

a full-time worker, which is $2 less per hour than the current $12 minimum wage for employers 
with more than 25 employees. In addition to premium costs, consumers are also facing higher 
out-of-pocket spending. 

A California Health Care Foundation (CHCF) report entitled, "Getting to Affordability: 
Spending Trends and Waste in California's Health Care System," points out that from 2000 to 
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2016, annual out-of-pocket patient spending increased by almost 36% for those with employer-
sponsored coverage or an average annual increase of 2% per year while those with private, 

individual market coverage had an annual average growth rate of around 4%. The UC Labor 
Center states that these affordability challenges are causing financial difficulties for those 
struggling to pay premium or medical bills, deter enrollment in and retention of coverage, and 

decrease access to care.  

Cost Containment Commissions. The growth in health care spending and affordability challenges 

are not unique to California; many states are exploring multiples ways to control spending, and 
one method is through the creation of cost containment commissions. According to a January 
2020 CHCF report entitled "Commissioning Change: How Four States Use Advisory Boards to 

Contain Health Spending," cost-containment commissions establish targets to make health care 
more affordable to consumers and improve the delivery of care.  

In 2012, Massachusetts established the Health Policy Commission, the first program to monitor 
health care spending growth in Massachusetts and provides data-driven policy recommendations 
regarding health care delivery and payment system reform. From 2013-2017, the benchmark 

must be set equal to the growth rate of potential state product (PGSP) or 3.6%. From 2018 to 
2020, the benchmark is equal to PGSP minus 0.5% or 3.1%. According to a 2020 case study by 

the Commonwealth Fund, from 2013 through 2017, annual growth in total health care expenditures 
in Massachusetts fell below the benchmark of 3.6% for three years and exceeded it for two years, 
yielding a five-year annual average of 3.4%. In 2018, estimated statewide spending growth equaled 

a revised benchmark of 3.1%. In the commercial sector, slower spending growth meant that 
employers and consumers paid an estimated $7.2 billion less from 2013 to 2018 than they would 

have if the state's spending growth had matched the national average.  

Other states like Delaware, Rhode Island, Oregon, Connecticut, and Washington have now 
established their own cost containment commissions. 

Governor's Budget. In the 2020-21 Budget, the Governor proposed the creation of the office but 
due to the COVID-19 pandemic, this proposal was delayed. In the 2021-22 Budget, the Governor 

reintroduced the creation of the office and published a trailer bill language which is identical to 
this bill. Additionally, the 2021-22 Budget also proposes staffing requests for the creation of the 
office. 

According to the Author 
Health care spending is growing faster than wages and consumers are feeling the pinch. Many 

Californians are having problems paying for their medical bills and are forced to forego or 
sacrifice basic necessities like food, clothing and are using up their savings, taking on more 
credit card debt, working extra or borrowing money so that they can get and pay for the health 

care that they need. There is also a disturbing trend where consumers are paying higher out of 
pocket costs every year. Given all this, it is not surprising that in a survey conducted last year, 

eight out of 10 California residents rate making health care more affordable as an extremely 
important or very important for the Governor and Legislature to address. This bill establishes the 
office to develop statewide and sector benchmarks, analyze health care market for cost trends 

and drivers of spending, developing policies and strategies for lowering health care costs, and 
ensuring affordability for consumers and purchasers, and enforcing cost targets. 
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Arguments in Support 

The Western Center on Law and Poverty, California Rural Legal Assistance, California Pan 

Ethnic Health Network, Children Now, and Justice in Aging, write in support that Californians 
are being crushed by the high cost of health care, and the office provides a realistic and practical 
approach to tackling this complex issue. Supporters state that the office, with a comprehensive 

look at the health system, would have the best potential to ensure that the benefit of reforms 
actually reaches consumers, employers, workers, and taxpayers. Blue Shield states that it 

supports this bill's goal of analyzing, identifying, and reigning health care costs while increasing 
quality and price transparency. 

The California Labor Federation, Health Access of California, Small Business Majority, and the 

Purchaser Business Group on Health support the creation of the office that would set and enforce 
cost targets while providing the health industry the tools it needs to improve quality and equity, 

shift to alternative payment methods, emphasize primary care and behavioral health while 
preserving the stability of the health care workforce. These supporters also seek amendments to 
assure that a clear majority of the advisory board represent consumers and purchasers of health 

coverage. 

Arguments in Support if Amended 

The America's Physician's Groups supports cost and quality transparency but suggests that a 
description of total cost of care be included; that all health care entities are measured and 
reported; the inclusion of employer, payer, provider and patient elements of the market; 

monitoring and assessment of employer plan offerings within each market; the inclusion of the 
Department of Managed Health Care and the Department of Insurance existing financial 

reporting standards; and, prohibiting the office from using fines and penalties collected to fund 
operational budgets.  

The California Chamber of Commerce (Chamber) requests that this bill, to the extent possible, 

utilize existing data submission standards and formats to avoid increasing administrative costs. 
The Chamber also states that the office should rely on existing reporting mechanisms if they 

exists and that investment in primary health should include investments in telehealth, community 
health workers, and facilities that address chronic disease management. 

The California Medical Association (CMA) states it supports the adoption of and movement of 

more patients into value-based payment methods using alternative payment methods but requests 
a more focused definition of provider for purposes of physicians and it believes that setting the 

cost target should be given to the Governor or the IC. Additionally, CMA points out that using 
2021 and the immediate subsequent years as base-year information for setting the targets could 
give an inaccurate picture of the health care market, its care outcomes, and costs. CMA also 

questions the need for audited financial reports and this bill must address the administrative 
complexities that exist within the system to streamline quality reporting requirements for 

physician practices. 

Arguments in Opposition 
The California Children's Hospital Association opposes this bill and states that this bill grants an 

enormous amount of authority to a largely unaccountable entity, with short time frames, making 
it very likely that the Office will unknowingly overgeneralize about children’s hospitals, setting 

targets that ultimately hinder their ability to serve the state's sickest children and to continue 
expanding into the communities where their patients live.  
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Arguments in Oppose Unless Amended  
California Hospital Association, Dignity Health, and several hospitals have taken an oppose 

unless amended position and state, among various arguments, that this bill must be amended to 
establish a public commission comprised of experts who can take on key issues and advise the 
Legislature and the administration on developing a framework and process that will address 

health care affordability in California.  The California Medical Association (CMA) states that 
this bill fails to take into account the nuances and trends of the current health care landscape and 

is not targeted at those entities that have been shown to be responsible for the most significant 
cost increases; would fortify the imbalances and inequities that exist within our health care 
delivery system and drive consolidation; the broad definition of provider does not take into 

account the corporate structures and operations which can create significant variances in cost; 
and, the entity responsible for setting cost targets must be able to be held accountable by the 

people of California.  Kaiser Permanente states that this bill does not fully recognize the value 
and structure of integrated delivery systems and requests deleting the requirement that it submits 
audited financial statements. 

FISCAL COMMENTS 

According to the Assembly Appropriations Committee:  

1) Office. The Governor's Budget contains a budget change proposal (BCP) to create the Office 

of Health Care Affordability within OSHPD. The BCP also includes proposed organizational 
charts for the new functions. The accompanying trailer bill language is similar to this bill and 
is identical to the February 18, 2021, version of this bill, as introduced.  

The BCP requests 58 positions and $11.2 million in 2021-22, 106 positions and $24.5 million 
in 2022-23 and 123 positions and $27.3 million in 2023-24 and annually thereafter from the 
California Health Data and Planning Fund to establish the office.  

2) Effect on state health care costs. If the office is successful in slowing long-term cost growth 
trends, there may be reductions, of an uncertain amount, in long-term growth trends in state 

health care costs paid on behalf of current and retired employees, through the Medi-Cal 
program and in the health care delivery systems operated by the state, including the 
Department of State Hospitals and California Department of Corrections and Rehabilitation. 

If this occurred, local governments and school districts would also benefit from reductions in 
costs on behalf of current and retired employees and in the cost of direct health care delivery. 

The potential for dramatic cost reductions is limited, however, because to retain an adequate 
provider workforce, California's provider payments would need to be competitive. 
Nevertheless, even very modest reductions in projected cost growth on a base as large as 

public health care spending in the state would be a substantial sum. 

3) Data-sharing costs to other state departments. Costs of an unknown amount for data-sharing 

to the Department of Managed Health Care, California Department of Insurance, Labor and 
Workforce Development Agency, Business, Consumer Services, and Housing Agency and 
health profession licensing boards within the Department of Consumer Affairs (various 

special funds). 
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VOTES 

ASM HEALTH:  12-0-3 
YES:  Wood, Mayes, Aguiar-Curry, Bonta, Burke, Carrillo, Maienschein, McCarty, Nazarian, 

Luz Rivas, Rodriguez, Santiago 
ABS, ABST OR NV:  Bigelow, Flora, Waldron 
 

ASM APPROPRIATIONS:  12-2-2 
YES:  Lorena Gonzalez, Calderon, Carrillo, Chau, Gabriel, Eduardo Garcia, Levine, Quirk, 

Robert Rivas, Akilah Weber, Holden, Luz Rivas 
NO:  Megan Dahle, Davies 
ABS, ABST OR NV:  Bigelow, Fong 

 

UPDATED 

VERSION: June 1, 2021 

CONSULTANT:  Rosielyn Pulmano / HEALTH / (916) 319-2097   FN: 0000850 


