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I. The Federal Movement Toward Consumer Directed Health Care 

 Newt Gingrich testified before the Subcommittee on Health, of the House Committee on 

Energy and Commerce, and perhaps best described the situation at hand: 

 Healthcare is the only area of America's economy where the consumer and the provider 
 have no idea what the goods and services they trade cost.  Think about that for a minute.  
 Patients and doctors truly do not know the cost of even a standard office visit, not to 
 mention the myriad of complicated procedures delivered in an emergency room.  
 Sometimes there is a very determined effort to keep the prices of medical products and 
 services hidden and/or deliberately vague.  Not surprisingly, this has the intended effect 
 of keeping prices artificially high for consumers because there are no natural market 
 forces to create downward cost pressures.  If healthcare were a real market we would see 
 more choices of higher quality coupled with falling prices…. There is no other sector of 
 our economy with as little information about price and quality as in the $2 trillion 
 healthcare industry... Individuals are at the mercy of an antiquated system that has not 
 kept the pace with the technological advancement, transparency, and modernization that 
 nearly every other industry has embraced.4 
 

Both the federal and state governments have recognized this issue and have begun to bridge the 

gap between the consumer and the cost of health care.  On August 22, 2006, President Bush 

signed an Executive Order committing the federal government to the "four cornerstones" of 

value-driven care: health information technology, public reporting of provider quality 

information, public reporting of cost information, and incentives for value comparison.5  The 

Order purports to ensure "that health care programs administered or sponsored by the Federal 

Government promote quality and efficient delivery of health care through the use of health 

information technology, transparency regarding health care quality and price, and better 

incentives for program beneficiaries, enrollees, and providers…to make relevant information 

available to these beneficiaries, enrollees, and providers in a readily useable manner and in 

                                                 
4 Newt Gingrich, Every American's Right to Know the Price and Quality of Medical Services, 
American Enterprise Institute for Public Policy Research, Apr. 3, 2006, at 
http://www.aei.org/publications/pubID.24155,filter.all/pub_detail.asp. 
5 Press Release, U.S. Dep't of Health and Human Services,  U.S. Health Care Sector Moves 
Rapidly To Provide Consumer Information on Value (May 9, 2007). 
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collaboration with similar initiatives in the price section and non-Federal public sector."6  

Federal agencies are directed to utilize health information technology systems and products 

meeting interoperability standards where possible, including contracts with private health care 

providers and insurance companies.  Agencies are required to see that each provider or insurer 

implemented, acquired or upgraded their health information technology system, and that they 

utilize health information technology systems meeting the same recognized standards of 

interoperability.   

 The President has directed Medicare and the Federal Employees Health Benefits program 

to demonstrate leadership in making price and quality information available.  The Order stressed 

the importance of transparency in quality measures, requiring that each agency7 implement 

programs measuring the quality of services provided under a Federal health care program.  

Quality measurements are to be developed in collaboration with similar initiatives in the private 

and non-Federal sectors.  Additionally, each agency is required to develop and identify, for 

beneficiaries, enrollees, and providers, approaches that encourage and facilitate the provision and 

receipt of high-quality and efficient health care.  These approaches may include pay-for-

performance models of reimbursement.  An agency will satisfy the regulatory requirements if it 

makes consumer-directed health care insurance contracts and products available to beneficiaries 

or enrollees.  

 The White House National Economic Council has stated that while in the short term, 

emphasis would be on disclosure of per-service prices for the most common services and 

procedures, in time, consumers should be able to obtain all-inclusive prices for more complex 

                                                 
6 Exec. Order No. 13410, 71 Fed. Reg. 166, at 51089 (Aug. 22, 2006). 
7 Standards should be established by multi-stakeholder entities identified by the Secretary, or by 
another agency subject to the Order.   
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procedures and meaningful quality information for each medical provider.  Prices that agencies, 

its health issuers, or its health insurance plans pay to providers in the health care program should 

be made available.  Furthermore, each agency is called to work in collaboration with multi-

stakeholder groups to develop information regarding the overall costs of services for common 

episodes of care and treatment of chronic diseases.  The President has also reached beyond the 

Federal government, calling employers and insurance companies to press for pricing information 

to be made available to both employees and members. 

  

II.  The Pilot Projects – Creating the Wheel  

 The trend toward transparent pricing has begun.  Presently, more than 100 million 

Americans are served by health plans that are committed to providing consumers with 

transparent quality and cost information.  On June 1, 2006, Medicare posted the costs it pays 

hospitals for 30 common elective procedures and other hospital admissions.  CMS is also 

stepping beyond the scope of hospitals and is disclosing Medicare payment information for 61 

procedures performed in Ambulatory Surgery Centers.  Data is broken down at the county, state 

and national levels, and federal standards are being combined with local control to ensure the 

initiative works.  Until a comprehensive national system of electronic medical records8 exists, 

much of this process will involve gleaning quality and cost information from paper claims, 

which must be done at a local level.   Within approximately ten years, HHS hopes to establish a 

network of these value exchanges to give patients in many areas a tool for choosing where they 

receive care. 

                                                 
8   A comprehensive recording system will also permit hospitals to share successful innovations 
with one another. 
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 Pilot reporting projects have been created in six states.  These projects are a crucial part 

of the Department of Health and Human Services' efforts toward publicly reporting the quality 

and cost of medical services.  Projects are beginning on a local scale with selected local, 

nonprofit collaboratives of health care professionals and purchasers.  Quality information 

produced under this pilot project will be based on services provided to Medicare and Medicaid 

beneficiaries, and to individuals with private health insurance in Massachusetts, Wisconsin, 

Indiana,9 Minnesota, Arizona and California.  

 "Value exchanges" is the term of art used for the overall cost and quality initiative.10  The 

selected participants will receive federal charters to issue report cards for participating 

physicians, nurses, hospitals, and others.  This will allow consumers to compare information 

about multiple carriers to decide where to receive treatment based on quality of care provided.11  

Information will be made available to Medicare beneficiaries, providers, other insurers, 

employers and the public.  Further information for common hospital outpatient and physician 

services will be available on the CMS website in the fall of 2007.  

 

III. Quality Measures- Concern with Utility and Accuracy 

  The American Medical Association, along with other physician organizations, has 

questioned the utility of including price information along with quality scores.  Physicians are 

concerned that this could be a pure cost control mechanism considering that they generally do 

not determine their own charges, but rather, reimbursement rates are largely dictated by the 

                                                 
9 See infra, programs in Indiana. 
10 While federal standards will be followed in measuring quality, the collaboratives themselves 
will be self-governing. 
11 Physicians are not required to participate; however, if they choose not to participate they will 
not be listed as an option on the consumer guides 
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federal government and private insurers.  Additionally, physicians are concerned about the 

quality of data used, as claims data often are not reliable sources to base proper assumptions 

about costs of medical care.  Several websites, such as that of the state of New Hampshire, 

combat this problem by eliminating the highest and lowest claims, leaving a comprehensive 

median price.12 

 HHS plans to derive quality measures from the Physician Consortium for Performance 

Improvement, a group convened by the AMA that is working on consensus matters.  The group 

recognizes that data must be collected in a rapid and scalable way in order for the system to 

work.  Moreover, a physician quality reporting system was established by CMS through the Tax 

Relief and Health Care Act of 2006 (TRCHA).13  The program has been titled the 2007 

Physician Quality Reporting Initiative (PQRI).  PQRI establishes a financial incentive for 

eligible professionals to participate in a voluntary quality reporting program.  Those who 

successfully report a designated set of quality measures on claims for dates of service from July 

1, 2007 to December 31, 2007 may earn a bonus payment, subject to a cap of 1.5% of total 

allowed charges for covered Medicare physician fee schedule service. 

 

IV. The Stakeholders – Who Will Be Impacted by this Movement? 

 Critics question whether patients will actually rely on price information to make medical 

decisions.  Patients tend to rely strictly on their physicians' recommendations and often do not 

even consider price as a factor in determining their care provider.  Nevertheless, increased 

                                                 
12 New Hampshire uses a filter that knocks out the highest and lowest 5% of claims for a 
particular procedure; thus posting a median price comprised of physician billings, labs, fees, and 
other costs. 
13 This Act was signed into order by President Bush on December 20, 2006.  Section 101 under 
Title I authorizes the establishment of a physician quality reporting system by CMS. 
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transparency is expected to play a large role in less expensive outpatient procedures.  Higher 

deductibles call patients to exercise greater responsibility in selecting health care providers.   

One may not be inclined to drive an extra distance to go to an unfamiliar doctor for a major 

surgery, but may do so for an imaging procedure.  For example, an MRI may cost $1,000 less at 

a free standing imaging center than at a hospital.  If a patient has a 20% co-insurance, that would 

result in $200 of savings, making it certainly well worth the trip for many. 

 Insurance providers will reap a large benefit by furthering pricing transparency.  By 

providing consumers the tools to make cost-saving choices, insurance providers will reap the 

largest benefit since they often pay the bulk of the bill.  However, self-paying collections can be 

challenging, and where the consumer is not paying, the hospital will go to the insurance 

company to be made whole.  This could further result in higher costs for employers to sustain 

insurance costs. 

 Consumer directed healthcare will clearly have a financial impact on hospitals.  Hospitals 

make a profit on some procedures and use those proceeds to cover losses in other areas.  By 

reducing the number of profitable procedures performed, hospitals may need to seek an 

alternative means of filling this gap.  Bill Corley, CEO of Community Health Network called 

this "the Robin Hood principle."14  Outpatient centers often don’t have the overhead or staffing 

demands of a full-service hospital.  Additionally, outpatient centers generally do not see less 

profitable patients, such as those on Medicaid.   "It may force hospitals to totally re-price their 

services if you take this to an extreme."15  Corley believes that if this happens, local and federal 

governments will have to look at ways to subsidize healthcare services that are vital to the 

                                                 
14 Daniel Lee, Surfing for Health Care, INDIANAPOLIS STAR, Apr. 30, 2007, at C1-C2, citing  Bill 
Corley, CEO of Community Health Network.    
15 Id.    
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community, but that can not survive on their own in the marketplace.  Moreover, many patients 

tend to look at healthcare as more of an entitlement, than a privilege.  As a result, many 

healthcare financial executives feel that hospitals will end up absorbing an increasing burden of 

the costs of care should insurers and employers shift greater responsibility for payment to 

employees through HSAs and high-deductible plans.   

 

V. The Role of Health Savings Accounts 

 According to the Kaiser Family Foundation, approximately 15% of the nation's 45 

million uninsured earn above 350% of the federal poverty income level.  Therefore, they are too 

poor to afford health insurance, yet they make too much to qualify for hospital discounts in most 

cases.  State laws and regulations passed from 2004 to 2006 address this issue.  These regulations 

play a role in the use of health savings accounts through insurance regulation, measures that 

encourage development or offering of HSAs, or through laws that provide state tax exemptions 

to parallel federal tax treatment.  HSA laws and commercial marketing are usually closely tied to 

High-Deductible Health Plans and are commonly referred to as "Consumer- Directed Health 

Plans."16 

 Health Savings Accounts are on the rise.  In 2004, after President Bush signed the 

Medicare Prescription Drug Improvement and Modernization Act of 2003, 438,000 individuals 

were covered by HSA-type insurance plans.  As of 2006, a seven fold increase has occurred 

since 2004, with over 3.2 million American covered by HSA type insurance plans.  It is expected 

that by 2010, 14 to 21 million people will have HSAs.  The rising number of consumers 

                                                 
16 State Legislation and Actions on Health Savings Accounts and Consumer-Directed Health 
Plans, 2004-2007, National Conference of State Legislatures. Apr. 27, 2007, at 
http://www.ncsl.org/programs/health/hsa.htm. 
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participating in HSAs makes it more important than ever before to have information on price and 

quality of care.  

 Eligibility for an HSA requires simultaneous coverage by a High Deductible Health Plan 

HDHP), which is defined as a plan having an annual insurance deductible of at least $1,100 for 

an individual and $2,200 for families for 2007.  Both HDHPs and HSAs are furthering the push 

towards transparency, as consumers are exercising more control over their healthcare.  However, 

there is the concern that they may only be viable for higher income employees who can afford 

them, but Indiana is proving that HSAs really are a healthcare tool for all.  

 The "Healthy Indiana Plan" marks Indiana as the first state in the country to pass 

legislation making health savings accounts the main vehicle for expanding coverage to the 

uninsured.  The law was signed into effect on April 30, 2007 and directs the state to increase its 

cigarette tax to provide funds for the new "Check Up" program.  The Check Up program will 

combine HSA-like "POWER accounts" with high-deductible, back-up commercial health plans.  

The insured will be required to pay a portion of the POWER accounts, up to 5% of their income, 

based on a means-tested sliding scale.  These funds will go towards the plan's $1,100 deductible, 

after which point mostly all services will be covered.  Additionally, the plan offers $500 worth of 

preventative care.  Debit cards will be used to withdraw funds from the POWER account to pay 

for medical expenses.  At the close of the year, $500 of any unspent funds will remain in the 

account for the following year. The participant may withdraw anything above $500.  Premiums 

for the back-up private health plans will be paid by the state, from the increased cigarette tax 

funds. 

 Those earning up to 200 percent of the federal poverty level, $10,210 for a single person, 

or $20,650 for a family of four are qualifying participants.  Unfortunately, while approximately 
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350,000 Hoosiers falls into the range of eligibility, funding will only be available for about 

140,000.  Anthem Blue Cross and Blue Shield has submitted a bid to be act as the plan 

administrator.   The plan purports to get Hoosiers to participate in their health care decisions, and 

to focus on maintaining a healthy life style.  The plan is expected to go into effect January 1, 

2008.17   

 

VI. Leaders in the Movement Toward Transparency  

 Progress toward a value-driven system is being made because of action across the 

spectrum of stakeholders, including employers,18 federal health programs, Medicaid, Managed 

care plans, and health care providers.  The federal government, half of the states, about 775 

employers, including almost half of the top 200 U.S. corporations, and numerous unions, 

communities, doctors and hospitals have joined the movement.  Since the executive order of 

2006, HHS Secretary Leavitt has traveled to 34 states to talk to communities, including 

Indianapolis, that are piloting this approach, medical associations that are assisting in the 

development of quality information, and businesses, unions, and other employers who are 

interested in implementing this approach for their employees.  The government continues to back 

the movement, as the 2008 HHS budget has allocated $15 million for the Agency for Healthcare 

Research and Quality to accelerate the movement toward personalized medicine.  The goal is to 

provide the best treatment and prevention for each patient, based on highly-individualized 

information. 

                                                 
17 Administration proposals are due to the FSSA by June 15, 2007.  A contract is expected to be 
signed by mid-October. 
18  As of May 2007, about 775 employers have committed their health plans to value-based, 
consumer approaches, representing about twenty one million employees and their families 
covered by company health plans.  Twenty-five states and state employee health plans have 
committed to value-driven care.  
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State Collaboration with the Federal Government 

 On March 12, 2007, the federal government signed a contract with a California 

collaborative, representing physician groups, insurers and purchasers, to evaluate the 

performance of about 25,000 doctors, the largest such effort in the country.  On March 13, 2007, 

a statewide information exchange selected two companies to help build a $300 million system 

that would allow doctors and hospitals statewide to share data.  HHS Secretary Mike Leavitt has 

called California a "leader in developing a system of competition based on value."19   

 New Hampshire's Department of Insurance and Department of Health and Human 

Services have partnered to give the state's residents cost estimates for many common medical 

procedures in the state.  Estimated out-of-pocket costs are also provided.  However, the New 

Hampshire website does not include fees and out-of-pocket costs listed by individual physicians, 

although this may be a reality in the future.  It is believed that New Hampshire is the first state 

with such a site20 informing consumers of the cost of hospital care, including physician charges.  

Cost information is drawn from claims data dating back to 2005.  Since 2005, the state has 

required health plans and third-party administrators to submit claims data on all their members 

covered by policies issued in the state.  Maine has a similar requirement but has not made the 

information available on a public website. 

 

Private Providers- Insurance Companies and Hospital Systems 

 On April 30th, Anthem Blue Cross and Blue Shield unveiled an internet tool that allows 

members to search what dozens of medical procedures cost at specific hospitals across Central 

Indiana.  Costs vary according to reimbursement rates Anthem has negotiated with individual 

                                                 
19 Press Release, U.S. Dep't of Health and Human Services. 
20 Available at http://www.nhhealthcost.org/.  
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providers and these distinctions are depicted.  The system helps customers better understand the 

cost of care they receive for common procedures and services such as childbirths, knee 

replacements, and MRIs.  Total price presented is comprised of the procedures themselves, along 

with related expenses such as lab work, anesthesia and recovery room charges.  Side-by-side 

comparisons are provided for dozens of providers.  While a hospital may rank as one of the most 

expensive for one procedure, it may be, at the surprise of consumers, the least expensive provider 

of another.  Quality information is not yet provided, but this is one of the many ways Anthem is 

seeking to improve the site. 

 In April of 2007, Clarian Health introduced its own pricing site.21   The website is very 

user friendly and presents information on the service and/or equipment itself, along with the 

actual cost, estimated out-of-pocket expenses, and a link to the Clarian Quality Website.  Quality 

Outcomes are available for ten different areas, including but not limited to: patient safety, home 

care, heart and vascular, and the ICU.  Consumers can view their costs based on whether they 

have an insurance provider, Medicare, Medicaid, or no insurance.  Other websites, such as New 

Hampshire's, are more basic and do not provide insurance information.  Other insurers such as 

UnitedHealth also have online tools to estimate healthcare costs.  Additionally, HCA Inc., the 

nation's largest hospital chain, has begun posting prices for some of its 165 U.S. hospitals. 

 

VII.  Legal Challenges and Issues 

 Consumer directed health care calls insurers and hospitals to alter their ordinary business 

practices.  There is a good deal of legal concerns surrounding the use of confidentiality clauses, 

providing cost estimates and value ratings.  Accordingly, these concerns are addressed below. 

                                                 
21 Available at http://clarian.org/priceguide. 
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Confidentiality Clauses 

 Insurance contracts generally prohibit the provider, and/or insurer, from publicly 

disclosing negotiated prices, even to patients.  It is likely that the move towards pricing 

transparency will not cause confidentiality clauses to disappear.  While they may still prohibit 

disclosure to other hospitals or insurers, they should contain a broad exception allowing insurers 

to make negotiated prices available to consumers. 

 

Providing Cost Estimates 

 Providing cost estimates to consumers requires a great deal of estimation.  Hospitals fear 

being locked into an estimate that does not completely cover costs.  The solution to this issue has 

been the use of disclaimers.  Hospitals should make it clear that the charge is merely a good-faith 

estimate, and is subject to change based on services actually provided.  Hospitals often seek to 

collect a co-insurance or deductible payment at the time of the procedure.  Accordingly, it is 

recommended that hospitals inform patients that the money collected will be a deposit against the 

bill, and a final bill, or refund where applicable, will be timely provided when the claim is settled 

with the insurer.  However, many managed care contracts preclude this strategy. 

 Cost estimation provides the potential for fraud allegations.  If the price advertised is 

lower than what is actually charged hospitals could face fraud allegations.  The argument follows 

that a patient was defrauded with the deliberate enticement of a price that the hospital knew, or 

should have known, would not cover the services he would likely need.  Once again, disclaimers 

have been the solution to this issue.  Inform patients that the price quotes are an average estimate 

for a given service.  Include language stipulating that prices are subject to change based on 
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changes in diagnosis, complications, additional tests that may be required, or other services.  

Additionally, hospitals should properly document how they arrived at this estimate, which should 

reflect actual averages if that is what they are held out to be22. 

 

Value Ratings from Insurers 

 Insurers and even some business magazines are posting perceived "value ratings" of 

hospitals, similar to the dollar signs used in restaurant reviews.  However, a simplified rating 

system may be misleading if it fails to accurately capture a facility's pricing structure, especially 

if the rating is not compartmentalized, but rather is provided for the hospital as a whole.  

Hospitals may be the least expensive provider of one service, while also being the most 

expensive for another. Furthermore, the simplified scheme does not capture quality or other 

considerations that may convince a consumer that a particular hospital is worth the extra money.  

As previously noted, many managed care plans have begun implementing procedure-specific 

value ratings.  In either event, hospitals and other providers should consider contract language 

that allows the provider to challenge insurers' method of rating hospitals.  An alternative and 

proactive solution may be for hospitals to create and publicize a value proposition based on 

outcomes, amenities, and/or services that may justify a higher price in the consumer's mind. 

 

VIII.  Getting on the Road to Pricing Transparency  

 The movement towards transparent pricing calls healthcare professionals to place 

themselves in the shoes of the ordinary consumer.  What would the patient want to know about 

                                                 
22 Consumer-Directed Health Care, Price Transparency Brings New Contracting and Legal 
Challenges, Healthcare Financial Management Association. Sept. 2006, at www.hfma.org/cdhc. 
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the services being offered?  Do they understand their invoice?  Is there someone the patient can 

talk to who is comfortable addressing their questions and concerns?  

 Providers will need to make sure their billing statements are clearly understandable for 

patients.  Information should be meaningful and streamlined.  The ordinary consumer is not in 

search of a wealth of information, as this will only confuse them and stray them away from the 

path of informed decision-making.  Medical service invoices should be as straightforward and 

accurate as credit card statements to avoid confusing consumers.    

 CFOs will need to analyze true costs of every service offered; open-ended pricing will 

only be acceptable in the case of unpreventable complications and life-saving emergency care.  It 

is predicted that hospitals will be pressured to develop bundled pricing for the majority of their 

health services. Thus, health care providers will need to learn how to make profits from the add-

ons, not the basic products.  CFOs will have to lead comprehensive, intensive initiatives to 

develop new pricing architectures.  The initiatives should involve clinicians, department 

managers, IT specialists and a host of other experts across the organization.  Successful CFOs 

will use Six Sigma analysis, lean manufacturing principles, and other waste-

reduction/performance improvement methodologies to standardize production as a foundation 

for standardized pricing.  According to Bauer and Hagland, CFOs should keep the following 

imperatives in mind when responding to the consumer directed trend:  

• Focus on issues of fairness, simplicity, openness and transparency in pricing and 

financing.  Embrace these factors as new competitive differentiators. 

• Pay close attention to regulatory and media scrutiny.  Be ready to justify all 

organizational responses to pricing and payment counseling.  
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• Engage stakeholders across the spectrum in your hospital or medical group, especially 

clinical leaders and physicians in their private practices.  Use this as a reason to align 

incentives and strengthen partnerships.  Remember, hospitals and their medical staff are 

facing the same new challenges as consumers decide whether and where to spend their 

own dollars on health care.  

• Collaborate with information systems vendors now.  Pursue partnerships with IT 

companies that will immediately begin to build necessary functions into their software 

products that manage care delivery and patient accounts. 

• Establish formal policies for giving written estimates. 

• Work closely with Human Resources.  Staff members must be apprised of the importance 

of giving accurate pre-service estimates.  Extensive training should be provided in this 

area and quality measures should be incorporated into incentive programs.  Assure that 

those who will be working with your patients not only have the ability to communicate 

financial matters, but also have the requisite financial, technical and people skills. 

 

Transparency within the Hospital Organization 

 Educating middle management staff and front line professionals to understand the 

organization's financial position can further its success.  Many people do not realize that as costs 

increase annually, the organization is thus induced to increase operational performance.  Each 

year an organization must become that much better just to stay even.  Apprising key personnel of 

the financials allows them to be better communicators and leaders.  It takes the "we/they" out of 

conversations where the leaders know what is going on.  Transparency of financials creates 

ownership behavior.   
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 To facilitate payment, hospitals will need to expand training for front line professionals, 

training that combines the roles of admitting clerk, personal financial counselor, reimbursement 

specialist, and salesperson.  The front line professionals will need to be able to help patient 

identify and evaluation all viable financial options and in extreme circumstances; and they must 

address the issue of denial of services if the patient is unwilling to make a commitment to pay.  

 

Getting Paid 

 Healthcare providers face the daily battle of determining how they will receive payment 

for their services.  Credit cards are becoming much more accepted as a form of payment in the 

healthcare field.  With new levels of financial responsibility for consumers, hospitals must 

consider enacting other means of payment options.  For example, UnitedHealth group offers an 

automatic-payment system that would give providers the opportunity to collect payments from 

consumers through payroll deductions.  The following is a list of recommendations and measures 

that may be taken to increase the likelihood of receiving payment: 

• Patient communications should occur prior to the procedure when possible.  Complete 

explanations of payments and terms present the promise of overall increased payments.  

• Address the reality of the situation.  Not all patients are going to be able to pay the list 

price of health care.23 Specific and fair discount policies for uninsured patients presents 

potential for increased payments.  

• Where the ability to pay prior to the procedure is present, collect it.  Request a credit card 

number prior to the service, to which the services can be charged at the time of service. 

                                                 
23 In 2005, the U.S. Census reported 46.6 million people, or 15.9% of the population of the 
United States are not insured. 
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• Tailor your collection procedures to the type of benefit plan.  Multiple payment 

arrangements increase the likelihood of receiving payment.  Options to consider include: 

cash, credit cards, HSA cards.  Consider external financing programs, payroll deductions, 

on-line billing, or monthly payment plans.  

• Contract with bank loan programs to ensure that self-pay patients make payment.  In 

these programs, patients who don't pay within 90 days automatically go into the bank 

loan program where they receive a line of credit and credit card from the bank so the 

hospital gets paid immediately. 

• Consider including assignment provisions in contracts for patients with HSAs.  An HSA 

is a trusteed account, where the patient holds the key.  If the patient does not want to 

make a payment out of the account, then the insurer can not make a payment from it 

either, unless they have an assignment from the patient to do so as a condition of the 

contract. 

 

Conveying the Information: Maintaining the Website 

 Comprehensive websites are providing key information on hospital services.  On March  

6, 2007 a comprehensive online report card was issued, comparing more than 200 California 

hospitals on more than 50 quality measures ranging from maternity care to cardiac treatment and 

patient satisfaction.24  Developing such a comprehensive website requires a great deal of time, 

labor and resources.  This site was a culmination of three years of work with the California 

HealthCare Foundation, and a task force of hospitals, health insurers, doctors and nurses, 

consumer groups and employers.  The project consumed an estimated $8 million in time and 

                                                 
24 The website can be accessed at www.calhospitalcompare.org, and allows one to search 
hospitals by location, condition, or hospital.  
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resources by the participating hospitals.  Frequent updates are critical to the success of such 

websites.  The California website is set to be updated quarterly.  Several hospitals have made 

small strides towards transparency by providing cost information through a phone call, as 

opposed to online access.25 

 

IX. Addressing Adversity 

 What hospitals charge the uninsured has been a contentious issue for years.  Lawsuits 

have been brought alleging price gouging, price discrepancy, and aggressive collection measures.   

In 2006, two California based hospital systems, Sutter Health and Catholic Healthcare West, paid 

hundreds of millions of dollars to settle lawsuits charging that they gouged uninsured patients. 

Now, Sutter Health offers discounts to all uninsured patients, with costs varying depending on 

income.  Florida's largest auto insurer, State Farm, recently sued Florida's largest hospital system 

for charges set "for medical services at highly inflated rates that bear no connection to the actual 

cost of providing the services."26 

 While all hospitals have a uniform set of charges applicable to all patients, the 

reimbursement rate is not the same.  Hospitals are given a set rate from Medicare and Medicaid, 

and will negotiate rates with individual HMOs and health insurers.  Thus, virtually every payer 

has a different payment methodology.  Those lacking health insurance, who are not covered by 

Medicare or Medicaid, generally wind up paying nothing for their visits.27  The reality is that 

pricing transparency calls for a recalculated pricing system.  Presently, each year hospitals 

                                                 
25 Orlando Regional and Florida Hospital offer this service. 
26 Harry Wessel, Hospitals Hidden Condition: Medical Pricing, $5 Aspirin to $5,000 MRIs, 
Seemingly Inflated Prices Give Insurers Headaches, ORLANDO SENTINEL, March 12, 2007. 
27 Uninsured comprise more than 20% of Florida's population.  
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implement across the board rate increases, or strategic rate increases tied to payor category.  In 

the future, services and supplies will need to be priced to reflect their true cost. 

 Statistics have indicated that on average, uninsured patients in 2004 were billed two and a 

half times more than what the insured are billed through their health plans, and more than three 

times what is billed to patients through Medicare.28  However, hospitals have since been 

providing billions of dollars in free and discounted care for the uninsured, and have changed 

their billing practices to lighten the burden on the uninsured.  State legislation has been a crucial 

part of this change.  California enacted a law in 2007, requiring that hospitals offer discounts to 

uninsured patients who earn as much as 350% of the federal poverty income level, 

approximately $70,000 for a family of four.  Additionally, some hospitals offer discounts as 

much as 20% off full prices to uninsured patients, regardless of income level.  Indiana has also 

taken a step in this direction with the "Healthy Indiana Plan."29   

 

 

X. Conclusion 

 Transparent up-front consumer pricing will be to the first two decades of the 21st century 

what prospective payment was in the last two decades of the 20th.  It may seem as though some 

concepts of consumer directed care are foreign to the healthcare profession, but it will become 

the norm.  The federal government is steadfast in its push toward consumer-directed care.  The 

opaque pricing shield is being lifted and the healthcare field will face natural market pressures.  

Pricing schemes will become more individualized, and will not simply increase at a prescribed 

                                                 
28 Hospital groups criticized this statistic on the grounds that it is based on outdated data, from 
2004. 
29  WellPoint Unit to Bid on State's Health Care Plan, IBJHEALTH CARE WEEKLY, INDIANAPOLIS 
BUSINESS JOURNAL, May 16, 2007. 
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rate each year.  Hospitals will not be able to charge above-market rates for a certain procedure in 

order to compensate for deficiencies in another area.  The healthcare field will begin to truly 

experience capitalistic pressures. 

 Transparency in quality is just a small step behind transparent pricing.  Quality indicators 

have already been reported in Indiana, with Clarian's website providing quality indicators in over 

ten fields.  The Department of Health and Human Services has set quality reporting into effect 

with the Tax Relief and Health Care Act of 2006 and the 2007 Physician Quality Reporting 

Initiative.  These quality reporting initiatives and incentives continue to pave the Pay-for-

Performance track.   

 Consumers will exercise greater discretion over the healthcare choices they make as both 

high-deductible plans and health savings accounts are on the rise.  The "Healthy Indiana Plan" 

demonstrates that HSAs are a viable option for all consumers, and may in fact be a part of the 

solution to providing healthcare for the uninsured.  All classes of the country's population will be 

working with HSAs and will seek information on both pricing and quality.  This information 

must be precise, meaningful and easily accessible.  Payment options must increase and front line 

professionals will need to be trained to understand, and explain costs to consumers.  The 

healthcare industry continues to evolve.  Adjustments will be made by all stakeholders, 

providers, payors and consumers.  But in the end, all may grow to understand the healthcare 

system in the United States just a bit better. 
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