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Introduction

Healthcare cost increases are outpacing general inflation, which jeopardizes access to
coverage and care, as well as investments in other priorities. As a result, states are looking
for ways to reduce the cost burden for consumers, employers, and taxpayers. The State of
Maine engaged Wakely Consulting Group, an HMA Company, to analyze historical medical
trends and the associated impact on premiums in Maine’s health insurance market for the
period of 2021 to 2025. The goal was to assess what factors are driving rising insurance
costs. This project was supported by an HMA contract with Arnold Ventures, under which
we provide technical assistance to states seeking to reduce healthcare cost growth.

Findings

Maine has taken steps to reduce premiums and out-of-pocket costs over the last several
years, including reinsurance, standardized plan designs, and merging individual and small
group health insurance markets into a single, pooled market. Maine also extended
reinsurance to the small group market following the market merger. These strategies were
somewhat successful in reducing overall market allowed costs and mitigating increases in
average allowed costs.

Nonetheless, health insurance premiums in Maine grew substantially between 2023 and
2025. The average premium increase requested by carriers in Maine’s merged market was
7.8 percent in 2023, 7.4 percent in 2024, and 7.5 percent in 2025—twice the rate of growth
in Maine’s economy in 2023 and 2024

Increased utilization is commonly suggested as a key driver for premium increases,
especially as consumers delayed care during the early pandemic and the subsequent pent-
up demand and increased utilization aligned with rising costs.

Wakely’s review of components of cost trends,
however, identified unit costs (the prices charged by
providers and pharmaceutical manufacturers) as the
key driver of premium cost increases during the
study period (see Exhibit 1).
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Exhibit 1. Components of Average 2025 Premium Change, All Issuers (Individual
Segment)
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The two primary drivers for average premium increases were outpatient facility charges and
pharmacy (see Exhibit 2), which grew from 2021 to 2023 while other categories of costs
remained relatively constant. Outpatient facility costs accounted for over one-third of total
allowed costs in 2023 and had the highest total unit cost increases among all service
categories from 2021 to 2023 at $35 per member per month, a two-year increase of 17.0
percent.
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Exhibit 2. 2021 to 2023 Maine Merged Market Experience Allowed Costs Per Member
Per Month (PMPM) by Category of Service

2021-2023 Average Allowed Cost
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Implications

Wakely’s findings are consistent with the prevailing thinking among US health economists
and policymakers, driving efforts to restrict price growth in several states. This is hardly a
new revelation. More than 20 years ago, economists Gerard Anderson, Uwe Reinhardt, and
colleagues published the oft-cited article, “It's the Prices, Stupid: Why the United States Is
so Different from Other Countries” published in Health Affairs." They found that Americans
tend to use fewer healthcare services than residents of other developed countries, but spend
more for nearly every type of healthcare service, including physicians, nurses, hospitals, and
prescription drugs. Their article was reprised in 2019 (“It's Still the Prices, Stupid...”)i with
largely unchanged findings, despite the passage of two decades.

The implication? As policymakers struggle to contain the growth of healthcare costs, a
square focus on prices is appropriate and necessary. Policies that focus on utilization, such
as insurance product design and resource management, are unlikely to have the impact on
overall costs that is currently needed.
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About HMA

Health Management Associates (HMA) is an independent, national research and consulting
firm specializing in publicly funded healthcare and human services policy, programs,
financing, and evaluation. We serve government, public and private providers, health
systems, health plans, community-based organizations, institutional investors, foundations,
and associations. Every client matters. Every client gets our best. With offices in more than
30 locations across the country and over 700 multidisciplinary consultants coast to coast,
HMA's expertise, services, and team are always within client reach. Learn more at
healthmanagement.com.

About Wakely

Founded in 1999, Wakely Consulting Group, an HMA Company, is well known for its top-tier
healthcare actuarial consulting services. With nine locations nationwide, Wakely boasts
deep expertise in Medicare Advantage, Medicaid managed care, risk adjustment and rate
setting, market analyses, forecasting, and strategy development. The firm's actuaries bring
extensive experience across all sectors of the healthcare industry, collaborating with payers,
providers, and government agencies. Learn more at wakely.com.

For details about this analysis, its implications for state insurance policies, and additional
research around insurance cost assessments, contact our experts below:

Anya Rader Wallack, PhD
Principal
awallack@healthmanagement.com

Ksenia Whittal, FSA, MAAA
Senior Consulting Actuary I
Ksenia.Whittal@Wakely.com
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