Discussions on Key Business Trends in Health Care

Shining a Spotlight

How to spur health care cost transparency
at your company

Why do health care prices vary so much?



How does transparency lower costs?

As the government, media and patients push for reliable cost and quality
information, it motivates the entire system to provide better care for less money.

For example, according to the book “Unaccountable: What Hospitals Won'’t Tell You
and How Transparency Can Revolutionize Health Care,” the governor of New York
mandated that hospitals publish their mortality rates for heart surgery. By the year
following, hospitals started implementing quality metrics to reduce mortality, and the
trend in the mortality rates dropped dramatically, which ultimately saved lives.

In another instance, a Thomson Reuters study of a Chicago employer found
a cost variance of 125 percent for health insurance members receiving an
MRI of the lower back without dye, with similar differences in diagnostic
colonoscopies and knee arthroscopy procedures. If employees were given
information to select providers at or below the median cost, it was estimated
the company could save $83,000.

What can benefit administrators do to help facilitate transparency?
As a general rule we feel helpless, but there are some things benefit
administrators can do to move costs. You’ve got to get information out to
members, and then align incentives. The average member, once he or she meets
the $2,000 out-of-pocket maximum, for example, doesn’t care if a hip replacement
costs $5,300 or $223,000. They should — but most don’t make better purchasing
decisions until it impacts them.

Under a self-funded health plan, you have more control over what you are able to
publish and demonstrate to employees, as well as more ability to align incentives.
But regardless, you need to start identifying costs of providers of key procedures
to treat your health plan like an asset.

By putting together a best-in-class grid for your members, and then aligning
incentives to ensure they use the lowest cost providers, such as giving a $200 gift
card, you can empower your members and move the needle on health care cost.
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