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Hospital Market Concentration in New Hampshire

This policy brief provides an overview of hospital market concentration in New Hampshire. It begins
by describing how the degree of market concentration is measured by a metric called a Herfindahl-
Hirschman Index (HHI) and how it is applied to local hospital markets. The policy brief then
provides estimates of this HHI measure for New Hampshire’s hospital markets by examining the
variation within New Hampshire and how the degree of market concentration within New
Hampshire’s local markets has changed over time. It concludes by comparing the levels and trends
of New Hampshire’s hospital market concentration to surrounding states and the U.S. overall.

Measuring Market Concentration with the Herfindahl-Hirschman Index

Analysts at the Federal Trade Commission (FTC) and U.S. Department of Justice (DOJ) generally use
a metric called a Herfindahl-Hirschman index (HHI) to measure the degree of market concentration
based on firm-level market shares and, in turn, gauge whether a given market for goods or services
is adequately competitive for consumers. The HHI is calculated as the sum of the squared market
shares across competitors in a market. (An HHI can thus be calculated to measure market
concentration for any type of product market and not just the hospital sector.)

HHI values range from 0, when there are infinite number of small competitors, to 10,000,
representing a monopoly where one firm controls the entire market. An example of a geographic
market with five firms, each with 20% market share, would have an HHI of 2,000. A “five to four”
merger (leading to one firm having 40% market share) would have an HHI of 2,800. The US DOJ and
FTC’s updated guidelines view competitive markets as having HHIs less than 1,000; moderately
concentrated markets as having HHIs between 1,000 and 1,800; and concentrated markets as
having HHIs over 1,800 (link)."

To construct HHI measures for hospital market concentration, one must define an appropriate
geographic area to represent a local market for hospital services, and one must estimate each
hospital system’s market share within that local market; individual hospitals that are part of multi-
hospital ownership system would have a combined market share within a given geographic market.
We use the U.S. National Center for Health Statistics’ (NCHS) “Health Service Area” (HSA) to define
geographic markets for hospitals; NCHS’s HSAs are groupings of counties that represent the market
for routine hospitalizations, thereby capturing the natural boundaries of local hospital markets.?

"The U.S. DOJ and FTC’s 2023 merger guidelines indicate that “transactions that increase the HHI by more than 100
points in highly concentrated markets are presumed likely to enhance market power.” Previously, the FTC/DOJ’s 2010
guidelines defined competitive markets as having HHIs less than 1,500; moderately concentrated markets as having HHIs
between 1,500 and 2,500; concentrated markets as having HHIs over 2,500; and transactions increasing the HHI by 200
or more points in highly concentrated markets as likely enhancing market power.

2NCHS’ HSAs are “defined to be a single county or cluster of contiguous counties which are relatively self-contained with
respect to hospital care” (Link). Alternatively, the Dartmouth Atlas defines a Hospital Referral Region (HRR) for
specialty/tertiary hospitalization and are collections of ZIP codes (rather than counties). As a result, Dartmouth Atlas’
HRRs for specialty hospitalizations are larger geographic areas than NCHS’ HSAs for general hospitalizations; there are
306 HRRs in the U.S. and 805 NCHS HSAs in the U.S. One potential source of confusion with the acronym “HSA” is that
Dartmouth also defines a “Hospital Service Area” designation “by assigning ZIP codes to the hospital area where the
greatest proportion of their Medicare residents were hospitalized. Most Hospital Service Areas contain only one hospital”
(link); Dartmouth’s HSAs therefore, by definition, do not generally represent geographic markets in which hospitals


https://www.justice.gov/atr/herfindahl-hirschman-index
https://seer.cancer.gov/seerstat/variables/countyattribs/hsa.html
https://www.dartmouthatlas.org/research-methods/

We use data from the American Hospital Association’s (AHA) Annual Survey to construct hospital
market shares. We examine the subset of the AHA’s hospitals that are general medical/surgical
community hospitals (i.e., federal hospitals and specialty hospitals are each excluded). We use the
hospital’s annual number of admissions to calculate market shares, and any hospitals that are part
of a multi-hospital system have their combined market share calculated based on the sum of
admissions for that system within the HSA market.

Hospital Market Concentration within New Hampshire

Figure #1 is a map of the hospital markets in and around New Hampshire. Specifically, it includes
the six HSAs with at least one county in New Hampshire and the additional ten HSAs adjacent to
these six New Hampshire HSAs. Among the six New Hampshire HSAs, only one is entirely within
New Hampshire’s state border; one HSA includes a county in Maine, three HSAs include counties in
Vermont, and one HSA includes a county in Massachusetts. (Among these ten adjacent HSAs
shown in this map, two are within Maine, three are within Massachusetts, two are within Vermont,
one spans Massachusetts and New York, and one spans Vermont and New York.)

Figure #1
Hospital Market Concentration Measures for New Hampshire Region’s Health Service Areas
Herfindahl-Hirschman Indices (000s)

Jo-10

CJii-15

CJi6-20
[J2i-25

)

agadahoc  Lincoln

CJ26-30
DD ;'z ) :'s d Isle Franklin
[ 41-45
= 46-50
Chittenden
3 s51-55
[ s6-60
Els1-65
Bl s6-70 Addison
[0 AR A
Bl 75-80 . Cumberland
B s-85 Rutland
utlan
Bl s6-90
Bl oi-95
Bl o6- 100

Windham

' Cheshire

Berkshirg

Greene Columbia

compete. There are 3,436 Dartmouth Hospital Service Areas in the U.S. A second potential source of confusion related to
NCHS’s HSAs is that there are two versions of HSAs that are used: the main version originally defined by NCHS (which we
use for our analyses) and a secondary version developed by the National Cancer Institute (NCI). The NCI Modified HSA
“was derived from the original HSA definitions [and] modified so that any HSAs that crossed state or SEER Registry
boundaries were split so that all counties from one HSA were in one state and/or SEER Registry.”

2



Each HSA in this map has a shade of blue representing the HHI measure of hospital market
concentration for 2023 (the most recent year of the AHA Annual Survey). The HHI measure is in
thousands, with progressively darker shades representing 500 point increments; lighter shades of
blue therefore represent more competitive (less concentrated) hospital markets, and darker shades
of blue represent more concentrated (less competitive) hospital markets. As one might expect, the
relatively rural areas within New Hampshire tend to have lower levels of competition.

The Rockingham/Essex HSA is currently New Hampshire’s most competitive market; it has eight
general medical/surgical hospitals, with seven hospitals in four multi-hospital systems and one
independent hospital. This HSA’s HHI measure of hospital market concentration equaled 2,328 in
2023, so despite being the most competitive market in New Hampshire, the US DOJ/FTC guidelines
classify it as a concentrated market (i.e., an HHI greater than 1,800). The Coos/Essex HSA is
currently New Hampshire’s most concentrated market with an HHI of 10,000 in 2023; it has three
general medical/surgical hospitals, but all three are owned by the same multi-hospital system.

Figure #2 shows the trends in hospital market concentration from 1996 to 2023 for New
Hampshire’s six HSAs; the dotted lines show each of these HSA separately, while the solid line
shows the average across New Hampshire’s ten counties (weighting that average by each county’s
total population); to estimate a state-level average, each county within an HSA is assigned that
HSA’s HHI value. Each of New Hampshire’s six HSAs has seen increases in hospital market
concentration over time. Overall, New Hampshire’s HHI measure of market concentration
increased from 1,884 in 1996 to 3,059 in 2023.

Figure #2:
Trends in Hospital Market Concentration within New Hampshire’s Health Service Areas

Herfindahl-Hirschman Indices (000s)
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For example, market concentration increased in the Rockingham/Essex HSA in 2018 due to Beth
Israel Lahey Health (BILH)’s acquisition of Anna Jaques Hospital in Newburyport and increased
again in 2023 due to BILH’s acquisition of Exeter Hospital. Market concentration increased
dramatically in the Coos/Essex HSA from an HHI of 4,235 to 10,000 in 2017 resulting from three
formerly independent hospitals merging into North County Healthcare. Moreover, market
concentration has increased in the Grafton/Sullivan HSA (which includes Orange, Washington, and
Windsor counties in Vermont) since 2013 due to several hospital acquisitions by Dartmouth Health.

Figure #3 shows the trends in hospital market concentration from 1996 to 2023 for New Hampshire,
Maine, Massachusetts, and Vermont, as well as averages for New England (i.e., these four states
plus Connecticut and Rhode Island) and for the U.S. overall. As noted above, each of these
averages assigns the HSA’s HHI to each county and calculates a weighted average using each
county’s total population.

As this figure illustrates, the increase over time in hospital market concentration for New
Hampshire has also been observed in each of the surrounding states and in the U.S. overall. That
said, the increase in market concentration has been considerably higher in Maine compared to
other New England states and the U.S. During the past two decades, New Hampshire’s hospital
markets have been, on average, considerably more competitive than Vermont and Maine’s hospital
markets, while they have been somewhat comparable to Massachusetts’ hospital markets (albeit
slightly more concentrated). Finally, hospital markets in New Hampshire have been, on average,
slightly more competitive than hospital markets elsewhere in the U.S.

Figure #3:
Trends in Hospital Market Concentration for New Hampshire and Other States
Herfindahl-Hirschman Indices (000s)
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In conclusion, there is considerable variation in hospital market concentration within New
Hampshire’s six HSA hospital markets. Each of New Hampshire’s hospital markets has seen an
increase in market concentration over time, but these trends have been generally similar for
surrounding states and the U.S. overall. A future policy brief from the Center will discuss the broad
implications of these increases in hospital market concentration for consumers in New Hampshire.



