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Theory Behind Price Transparency 
Efforts
 Competitive markets are thought to reduce 

waste and improve quality of goods

 Lack of consumer information about prices 
and quality and the presence of insurance in 
health care cause markets to fail

 One path to improving market performance is 
to permit patients to anticipate prices
 The prices that they pay
 The prices that their health plan pays
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Specific Goals of Price Transparency

 Make patients shop for lower priced (or 
higher value) services 

 Make providers lower their prices –
through the demand mechanism

 Raise awareness of the overall high cost of 
health care and the variation in prices
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Policy Context: Increasing Cost Sharing Provides 
Impetus for Consumer Price Sensitivity
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Price Transparency to Date
 States, commercial insurers have reported 

average costs at the level of a billable 
service

 CMS and other public entities have 
reported provider-specific charges or 
sometimes paid amounts for a particular 
type of hospital admission
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Provider Prices Vary Depending on 
Insurance Status and Type

 Accepted payment by one group for 
anesthesia during cardiac surgery:
 Uninsured: $8,675
 Private commercial plans: $5,208 - $6,970
 Medicare: $1,605
 Medicaid: $798

The New York Times
June 2, 2013
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Prices Vary for the Same Service 
across Providers 

Source: Mass DHCFP, 2009

Yellow = hospital mean
Blue = hospital minimum
Green = hospital maximum

statewide mean
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Patient Needs to Know: “What Will I Pay?”
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Increasing Efforts to Offer Meaningful 
Price Transparency

 Health plans and independent vendors 
beginning to offer cost calculators
 Episode level out-of-pocket costs

 Massachusetts: Reducing costs through 
increasing transparency (Chapter 224 of 
the Acts of 2012)

 Beyond transparency: incentive alignment 
through reference pricing and tiered 
networks
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Early Insights into Impact
 Few studies have examined consumer 

response to price information (with no new 
incentives)

 Pharmaceutical price calculators have been 
shown to influential drug selection

 For some services it will be critical to link 
information on cost with quality measures 

 Effects are likely contextual
 Medical services that consumers are most likely to 

view as “shoppable”
 Strong financial incentives 
 Potentially where there is some learning?

11

Takeaways for CVEs
 Lack of information on prices (and quality) 

prevents markets from working in health care 
 Price information needs to be actionable –

patient- and provider-specific, all-inclusive
 Little evidence on impact or best practices but 

CVEs should consider:
 Which choices are likely to be sensitive to price 

information
 How to deliver relevant and timely information
 Pairing quality information so patients don’t 

assume low cost is low quality
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