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CLINICAL SCENARIO

A 59-year-old man is observed in the hospital for substernal
chest pain initially concerning for angina. Serial troponin test-
ing is negative, and based on additional history of intermittent
dysphagia, an elective upper endoscopy is recommended af-
ter discharge. The patient does not have health insurance and
expresses anxiety about the cost of endoscopy. He asks how
he could compare the costs at different hospitals. How do fed-
eral price transparency rules assist the hospitalist in addressing
this patient’s question?

BACKGROUND AND HISTORY

Healthcare costs continue to rise in the United States despite
mounting concerns about wasteful spending and unaffordabil-
ity." One contributor is a lack of price transparency.? In theory,
price transparency allows individuals to shop for services, spur-
ring competition and lower prices. However, healthcare prices
have historically been opaque to both physicians and patients;
unlike other licensed professionals who provide clients esti-
mates for their work (eg, lawyers, electricians), physicians are
rarely able to offer patients real-time insight or guidance about
costs, which most patients discover only when the bill arrives.
The situation is particularly problematic for patients who bear
higher out-of-pocket costs, such as the uninsured or those with
high-deductible health plans.?

Decades of work to improve healthcare price transparency
have unfortunately borne little fruit. Multiple states and orga-
nizations have attempted to disseminate price information on
comparison websites.* These efforts only modestly reduced
some prices, with benefits confined to elective, single-episode,
commodifiable services such as magnetic resonance imaging
scans.® The Affordable Care Act required hospitals to publish
standard charges, also called a chargemaster (Table).® Howev-
er, chargemaster fees are notoriously inflated and inaccessible
at the point of service, undercutting transparency.

POLICY IN CLINICAL PRACTICE

Beginning January 2021, the Centers for Medicare & Medic-
aid Services (CMS) required all hospitals to publish negotiated
prices—including payor-specific negotiated charges—for 300
“shoppable services” (Table). The list must include 70 common
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CMS-specified services, such as a basic metabolic panel, upper
endoscopy, and prostate biopsy, as well as another 230 services
that each hospital determines relevant to its patient population.

In circumstances where hospitals have negotiated different
prices for a service, they must list each third-party payor and
their payor-specific charge. The information must be prominent-
ly displayed, accessible without requiring the patient to enter
personal information, and provided in a machine-readable file.
CMS may impose a $300 daily penalty on hospitals failing to
comply with the policy. Of note, the policy does not apply to
clinics or ambulatory surgery centers.

As more hospitals share data, this policy will directly ben-
efit both patients and physicians. It can benefit patients with
the time, foresight, and ability to search for the lowest price
for shoppable services. Other patients may also benefit indi-
rectly, to the extent that insurers and other purchasers apply
this information to negotiate lower and more uniform prices.
Decreased price variation may also encourage hospitals to
compete on quality to distinguish the value of their services.
Hospitalists could benefit through the ability to directly help
patients locate price information.

Despite these potential benefits, the policy has limitations.
Price information about shoppable services is most useful for
discharge planning, and other solutions are needed to address
transparency before and during unplanned admissions. Pa-
tients who prioritize continuity with a hospital or physician may
be less price sensitive, particularly for more complex services.
Patients with commercial insurance may be shielded from cost
considerations and personal incentives to comparison shop.
Interpreting hospitals’ estimates remains difficult, as it can be
unclear if professional fees are included or if certain prices are
offered to outpatients.” Price information is not accompanied
by corresponding quality data. Additionally, price transparen-
cy may also fail to lower prices in heavily concentrated payor
or provider markets, and it remains unknown whether some
providers may actually raise prices after learning about higher
rates negotiated by competitors.®?

Another issue is hospital participation. Early evidence sug-
gests that most hospitals have not complied with the letter or
spirit of the regulation.”'® A sample of the country’s 100 larg-
est hospitals in February 2021 found 18 lacked downloadable
files and 46 did not display payor-specific rates." In addition,
some hospitals posted prices on websites designed to block
discovery by search engines, a tactic deemed illegal by CMS."2
Thus far, enforcement efforts have consisted of warnings rather
than financial penalties.

Despite its limitations, this policy represents a meaningful ad-
vance for healthcare competition and patient empowerment.
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TABLE. Definition of Pricing Terms in New Medicare Price Transparency Regulations

Key term Definition

Shoppable services

Chargemaster

Gross charges

Discounted cash prices offer cash discounts

Payor-specific negotiated charges

De-identified minimum negotiated charge and payors prior to January 2021

De-identified maximum negotiated charge

Additionally, it signals federal willingness to address the
lack of price transparency as a source of widespread patient
and clinician frustration—a commitment that will be need-
ed to sustain this policy and implement additional measures
in the future.

COMMENTARY AND RECOMMENDATIONS
CMS could consider five steps to augment the policy and max-
imize transparency and value for patients.

First, CMS could consider increasing daily nonparticipation
penalties. Hospitals, particularly those in areas with less com-
petition, have less incentive to participate given meager cur-
rent penalties. Because the magnitude needed to compel ac-
tion remains unknown, CMS could gradually escalate penalties
over time until there is broader participation across hospitals.

Second, policymakers could aggregate price information
centrally, organize the data around patients’ clinical scenari-
os, and advertise its availability. Currently, this information is
scattered and time-consuming for hospitalists and patients to
gather for decision-making. Additionally, CMS could encour-
age the development of third-party tools that aggregate and
analyze machine-readable price data or require that prices be
posted at the point of service.

Third, CMS could revise the policy to include quality as well
as price information. Price alone does not offer a full enough
picture of what consumers can expect from hospitals for shop-
pable services. Pairing price and quality information is better
aligned to addressing costs in the context of value, rather than
cost-cutting for its own purposes.

Fourth, over time, CMS could expand the list of services and
sites required to report (eg, clinics and ambulatory surgical
centers as well as hospitals).

Fifth, CMS rule-makers could set reporting standards and
contextualize price information in common clinical scenarios.
Patients may have difficulty shopping for complex healthcare
services without understanding how they apply in different
clinical situations. Decision-making would also be aided by
reporting standards—for instance, for how prices are displayed
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A list of services that can be scheduled by a healthcare consumer in advance. Beginning January 2021, hospitals are required to report prices
for 300 services, including 70 core services chosen by the Centers for Medicare & Medicaid Services and 230 chosen by the hospital

The list of all individual items and services for which a hospital has a charge

Also referred to as “billed amounts”; the charge for a hospital service that is reported on the hospital’s chargemaster before any discounts

The charge that applies to an individual who pays in cash or cash equivalent for hospital services; may not be displayed by hospitals that do not
Also referred to as “allowed amounts”; the charge that a hospital has negotiated with a third-party payor for an item or service. Hospitals may have
negotiated different rates with multiple payors for a given service

The lowest charge that a hospital has negotiated with all third-party payors for a hospital service; this information was typically concealed by hospitals

The highest charge that a hospital has negotiated with all third-party payors for a hospital service

and whether they include certain fees (eg, professional fees,
pathology studies).

WHAT SHOULD | TELL MY PATIENT?

Hospitalists planning follow-up care should inform patients
that price information is increasingly available and encourage
them to search on the internet or contact hospital billing of-
fices to request information (eg, discounted cash prices and
minimum negotiated charges) before obtaining elective ser-
vices after discharge. Hospitalists can also encourage patients
to discuss shoppable services with their primary care physi-
cians to understand the clinical context and make high-value
decisions. Hospitalists who wish to build communication skills
discussing costs with patients can increasingly find resources
for these conversations and request that prices be displayed
in the electronic health record for this purpose.’®™* As conver-
sations occur, hospitalists should seek to understand other
factors, such as convenience and continuity relationships, that
might influence choices.

CONCLUSION

Starting in 2021, CMS policy requires that hospitals report
prices for services such as the endoscopy recommended for
the patient in the scenario. Though the policy gives patients
new hope for greater transparency and better prices, addition-
al steps are needed to help patients and hospitalists achieve
these benefits.
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