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Welcome and Introduction 
Lynn Quincy 
 
Director, Health Care Value Hub 
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Housekeeping  

• Thank you for joining us today 
 

• All lines are muted until Q&A 
 
• Technical problems? Please text/call Tad Lee at 

703-408-3204 or our office at 202-462-6262 
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Agenda for Today 
 
Welcome & Introduction  
 – Lynn Quincy (Consumers Union, Hub) 
  
Price Variation & What do Policy Makers Need to Know  
 – Adams Dudley (UCSF Center for Healthcare Value) 
  
Massachusetts Spotlight  
 – Margo Michaels (Health Care for All MA) 
  
Q&A  
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Can Price Transparency Help Improve 
Health Care Value? What’s the 
theory?  



What are Health Care “Prices”? 

Charge master/billed charge 
 
Negotiated Rate 
 
What the consumer pays 
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Might be public 
 
Usually hidden 
 
Often hard to figure out 
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Why are prices opaque?  

• Insurers may claim negotiated price information is 
protected as a “trade secret” under state law 

• “Gag clauses” in hospital-insurer contracts 
• Confidentiality agreements in medical device 

manufacturer-hospital contracts 
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How Can Price Transparency Improve 
Health Care Value?  
 
ONE THEORY: Revealing prices will allow consumers 
to seek the best health care value, putting pressure 
on providers to price their services competitively.  
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Consumer are an important audience 
for price transparency but they won’t 
move the market 



Less than 10% of overall health spending is 
“shoppable” and paid out-of-pocket by consumers  
And this is an outer bound. Adding a requirement that usable price and quality 
data be available would narrow the range of shoppable services substantially. 
 

10 Source: White and Eguchi, Reference Pricing: A Small Piece of the Health Care Price 
and Quality Puzzle, NIHCR Research Brief No. 18 (October 2014) and CMS. 

<10% 

Consumer 
OOP= 13% 

Shoppable 
Services = 33% 



Other considerations 

• High levels of provider market power in many 
communities limit provider’s incentive to lower 
prices.  

• Much of health care is not viewed as a 
“commodity” by consumers: 

• preference for perceived “best care,” regardless of 
expense; 

• inexperience or discomfort making trade-offs 
between health and money; 

• lack of interest/familiarity with costs borne by 
insurers and society as a whole 

11 See for example: David M. Cutler, PhD; Fiona Scott Morton, PhD. Hospitals, Market Share, and 
Consolidation, JAMA, Nov 2013 



So what is role of consumer? 

Consumers deserve to shop with confidence.   
 
Consumers should have trusted, actionable information 
on the prices and quality connected to their doctors, 
hospitals and treatments choices. 
 
But we need to be realistic about consumers’ ability to 
“move the market.” 
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But don’t give up on price 
transparency! This information has 
many other important audiences. 



Key Audiences for Pricing Information 
 Audience Use Data to Examine 

(examples) 

Policymakers/ 
regulators/ 
researchers 

More informed rate review  
Identify pricing outliers and hot spots 

Assess impact of policy changes on overall 
spending 

  Large Payers 
More informed negotiations with providers; 

craft high value networks 

   Providers Assess how their prices compare to peers 
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Researcher estimate: 10 year savings 
from price transparency by audience  
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15 Chapin White, Paul B. Ginsburg, Ha T. Tu, James D. Reschovsky, Joseph M. Smith and Kristie Liao, 
Healthcare Price Transparency: Policy Approaches And Estimated Impacts On Spending,  West Health 
Policy Center, May 2014  



More on the provider audience 

Could lower prices in response to better information 
OR raise them.  
 
Will be heavily affected by local levels of market 
power, plus availability of other regulatory remedies.  

16 Tu, Ha T., and Johanna R. Lauer, Impact of Health Care Price Transparency on Price Variation: The New 
Hampshire Experience, Center for Studying Health System Change, Washington, DC (November 2009) 
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Most Health Care Dollars Are Directed by Physicians 

Consumers’ out-of-pocket spending is 
just 13% of our nation’s health care bill. 
 
And a portion of this is still directed by 
the doctor. 

Source: CMS, National Health Expenditures 

The most expensive piece of 
medical equipment is a 

doctor’s pen. 
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Price Variation & What do 
Policy Makers Need to Know? 
 
Adams Dudley, MD, MBA 
 
Director 
UCSF Center for  
Healthcare Value 



The Many Potential Uses of and 
Audiences for Price and Utilization Data 

Twitter: @RAdamsDudleyMD 

R. Adams Dudley, MD, MBA 

Director, UCSF Center for Healthcare Value 

Assoc. Dir. for Research, Philip R. Lee Institute for Health Policy Studies 

University of California, San Francisco 

adams.dudley@ucsf.edu 
 

 

Support:  

Agency for Healthcare Research and Quality,  

California Health Care Foundation,  

California Department of Insurance 

Foundation for Anesthesia Education and Research 
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https://twitter.com/RAdamsDudleyMD
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Outline 

• Some examples of things we wouldn’t know 
without price transparency 

• Other uses of all payer claims data that could 
lower costs to consumers 



Hip Replacement Is Much More Expensive in 

N. California than S. California 

http://www.cahealthcarecompare.org 

Average payment for total hip replacement, Sacramento = $51K 



Hip Replacement Is Much More Expensive in 

N. California than S. California 

http://www.cahealthcarecompare.org 
Average payment for total hip replacement, West LA = $29K 



Maybe These Are Local Phenomena?  

 

 
• Medicare supposedly has a national price 

list, but in fact, prices are set by a complex 
formula that allows for a lot of variation in 
prices for the same service 
 

• Largely unrecognized without price 
transparency 



Medicare Price 
Adjustments 

Hospital Adjustments 

 Wage Index 
 Occupational Mix 
 New technology 
 Bad debts 
 Indirect Medical 

Education cost (IME) 
 Disproportionate 

amount of low-income 
patients (DSH) 

 Patient characteristics 
 
 
 
 
 

 Rural area / Sole 
Community Hospital 
(SCH) 

 Low volume facility 
 Readmission reduction 
 Value-based incentives 
 Graduate Medical 

Education (GME) 
 Full LOS or Transfer 
 



✔✗ 

Result 

Among New York City 
hospitals, for a Pulmonary 
Embolism w/o MCC (DRG 176), 
the average total payments 
range from $9,577 to $12,831.  

Medicare Price 
Adjustments 



Medicare Price Variation Explains >25% of the 

Difference between Highest & Lowest Spending Counties 

http://kff.org/report-section/the-latest-on-geographic-variation-in-medicare-spending-findings/ 



Sometimes Price Transparency Can Help Policymakers 

Understand Prices ARE NOT the Issue 

https://www.macpac.gov/wp-content/uploads/2015/09/Factors-Driving-Medicaid-Spending-Growth.pdf 



Other Reasons to Seek Price and 
Utilization Data 

• Understanding whether the price is a reflection of 
production cost or other factors 
 

• Seeing—within paid claims data—utilization 
patterns that may need to be addressed 



Sometimes Price Bears Little 

Relation to Cost of Production 

http://www.washingtonpost.com/news/wonkblog/wp/2015/09/09/the-crazy-reason-it-costs-14000-
to-treat-a-snakebite-with-14-medicine/ 



Sometimes Price Bears Little 

Relation to Cost of Production 

http://www.washingtonpost.com/news/wonkblog/wp/2015/09/09/the-crazy-reason-it-costs-14000-
to-treat-a-snakebite-with-14-medicine/ 



For the Top 10 Drugs by Sales,  

US Average Price = 3X UK Average Price 

http://www.reuters.com/article/2015/10/12/us-pharmaceuticals-usa-comparison-
idUSKCN0S61KU20151012 





Tests and office visits per 
beneficiary per month 



Variation in testing and office 
visits among care teams 
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ROC curves comparing models 
predicting preoperative testing 
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When Made Visible, Things We Measure Get 
Better: Healthcare-Associated Infections 

2012 Rates vs. 2008 Baseline 

Source: Centers for Disease Control, National and State Healthcare Associated Infections: 
Progress Report, March 2014. Available at http://www.cdc.gov/HAI/pdfs/progress-report/hai-
progress-report.pdf.  
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Contact Information 

• On Twitter: @RAdamsDudleyMD 

 

• adams.dudley@ucsf.edu  

• my assistant (highly recommended that you 
loop her in, too!): beth.thew@ucsf.edu 
 

https://twitter.com/RAdamsDudleyMD
https://twitter.com/RAdamsDudleyMD


A further consideration of price 
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Health care prices vary by payer 
 
 

Is the negotiated 
price the right 

price?  

$-
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Medicaid Paid Amount

Average Maternal Costs 2010, Cesarean Childbirth 

Source: The Cost Of Having A Baby In The United States, Truven Health Analytics, 2013 
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Price Often Fails to Provide An Accurate Picture Of  
Underlying Cost 

 
 

For the most part, we 
have no idea what 
the underlying cost 

is.  

Dose of Drug Flebogamma 

Source: Steven Brill, “Bitter Pill: Why Medical Bills Are Killing Us,” Time, March 4, 2013 
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Could a benchmark price that 
signaled the cost to provide plus 
a reasonable mark up move the 
market more than just revealing 

today’s negotiated price?  

@HealthCareValueHub    #Price Transparency      Price Transparency 
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Reference Pricing 

To address variation in pricing, health plan identifies a cap 
(“reference price”) for a clinical service. Examples: 
 

 
• CalPERS: Hip Replacement  

 
 
 
 

• Safeway: Colonoscopy 

Source: Wilson, Private Sector Approaches to Health Care Cost Containment: A Closer Look, 
Consumers Union and RWJF, November 2013.  

$15,000 $30,000 $110,000 

$848 $1,500 $5,984 
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Reference Price: Dramatic Results 
After instituting reference pricing for hip/knee replacements, 
CalPERS experienced 20% decline in spending for these 
services. (A small portion even accrued to enrollees!)  
 
Savings due to: 
• price reductions from higher cost facilities 
• greater share of procedures being conducted at “value” 

priced facilities 

Source: Robinson & MacPherson. “Payers Test Reference Pricing and Centers of Excellence to Steer Patients to 
Low-Price and High-Quality Providers,” Health Affairs 2012.  



Why choose $30,000 for allowed charges? 
High volume, high quality facilities with geographic dispersion charged < $30K 
 

$30,000 

Source: University of California, Berkeley analysis, June 2013.  Data for 2008 to 2010. Permission granted for use in 
this slide deck.  
 

95% 
percentile 
$74,721 

5% percentile 
$12,588 
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Allowed charges pre- and post- implementation of program 

$30,000 

Pre-Implementation 

Post-Implementation 

Source: University of California, Berkeley analysis, June 2013. Pre-implementation data for 2008 to 2010 and 
post-implementation data for 2011-2012.. Permission granted for use in this slide deck.  

95% 
percentile 

Pre -- $74,721 
Post 

-- $40,302 
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Massachusetts Spotlight 
 
Margo Michaels 
 
Director of Consumer Engagement 
Health Care For All 
 



COST TRANSPARENCY: 
AN UPDATE FROM 
MASSACHUSETTS 
Margo Michaels 
Director Consumer Engagement 
Health Care For All 
 
 
 
2015 Health Care Cost Trends Hearing 
 



About us  
• Health Care For All is a consumer advocacy organization 

committed to achieving a quality, affordable health care 
system for all of Massachusetts. 



Massachusetts: Looking Beyond ACA 
An Act improving the quality of health care and reducing costs 
through increased transparency, efficiency and innovation. (2012) 
 
Core principle: Measures of care and incentives built into the payment 
system must be transparent, accessible, and understandable by 
patients.  
 
Provide consumers with greater level of information about  
• the costs of their care 
• existing consumer protections, and  
• utilization management decisions by health plans.  
 
https://www.hcfama.org/resources/campaign-better-care-principles-refle
cted-chapter-224 
 

https://www.hcfama.org/sites/default/files/Chapter 224 Provisions Supporting CBC Principles - summary 12-2-13.pdf
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Where we are now in Massachusetts 
“Although Massachusetts 
has a good transparency law, 
wide scale adoption and 
robust implementation by 
the healthcare industry still 
lies ahead” 
http://pioneerinstitute.org/news/how-to-tell-if-the-price-is-right-
fostering-transparency-in-healthcare-prices-for-
massachusetts-consumers/ 

 

(The major insurers) are 
obeying the law but all 
need to step up …if they 
want to help consumers 
make prudent choices… 
 
http://www.bostonglobe.com/metro/2015/07/13/group-gives-health-insure
rs-low-grades-for-price-information-tools/nXjVsj4m0qXVNPz8ISS1CO/
story.html 
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Insurer Compliance 

• Consumer cost transparency 
report card 2015 
• Aid in Decision-Making 
• Accessibility 
• Comprehensiveness 









Hospitals and Provider Compliance 

“The status quo with 
respect to provider 
transparency is neither 
smooth nor effective” 



What’s Next? 



A Cutting Edge Bill Proposed  
• Prescription Drug Cost Transparency 

(S1048) An Act To Promote 
Transparency And Cost Control Of 
Pharmaceutical Drug Prices  
• Now referred to House and Senate 

Committees 
 

 

• Similar legislation proposed in CA, 
NY, OR, TX, PA and NC 
 



What’s Next? Principles for Transparency 
Efforts Moving Forward  
• Consumers must be aware that the information exists;  
• Consumers must know how to interpret and use the 

information;  
• Consumers must be able to decide that the information 

is valid and relevant and  
• Consumers must be able to use the information to make 

choices (behavior). 
 
Hibbard JH and Sofaer S. Best Practices in Public Reporting –Learning Network 
tools. Rockville, MD: AHRQ Jun 2010. AHRQ Publication No. 10-0082-EF. 



• Strengthen the capacity of providers, staff and insurance 
company personnel to discuss prices; 

• Help consumers understand that prices vary by providers; 
• Help consumers understand how to find price information; 
• Focus engagement efforts on those who care for others 

and those who receive regular medical care; and  
• Address challenges to engaging consumers in both 

seeking and comparing prices and in choosing better-
value care 

 
 
D. Schleifer,C.Hagelskamp and C. Rinehart, How Much Will It Cost? How 
Americans Use Prices In Health Care (Public Agenda 2015) 

What’s Next: Principles for Transparency 
Efforts Moving Forward  



Questions for the panelists? 
 
Click the “raise hand” icon at 
the top of your screen 
 
To unmute, press *6 
 
*Please do not put us on hold!* 
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Medical Harm: The Taxonomy 
You’ve Been Waiting For 
Don’t be sidelined- jump into the 
conversation about keeping patients safe 

 
 
    December 11, 2015 
             2:00pm E.S.T. 

 
             Register at www.HealthCareValueHub.org/events 

Next Webinar:  



Thank you! 
 

Robert Wood Johnson Foundation 
Speakers Adams Dudley and Margo Michaels 

 
Contact Lynn Quincy at lquincy@consumer.org  
or any member of the Hub team with your follow-up questions. 
 
Materials from this webinar: HealthCareValueHub.org/Price-Transparency 


