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Price Transparency & Cash Price Option

Rising health care costs and growing high deductible health
plans call for price transparency and new payment options

Cash price: price for patients without or not using insurance
Can be paid via cash, check, tax-adv. health account, cards

Relevant to: 1) uninsured patients; 2) in-network insured facing
high shadow price; 3) insured who want to go out-of-network or
prefer not to wait for in-network appointment

Q: Can we reduce health care costs using the cash price option?
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Research Questions

Can we reduce health care costs using the cash price option?

Visualize price variation within procedure across payer-facility

Compare private & cash prices across procedure-facility pairs

Potential savings to privately insured patients & insurers if
Cash and/or insurer-negotiated prices were observed
Allow price search within a county vs over the SF Bay
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The Market for Imaging Services

Radiology industry: large market size and utilization rate
$100B imaging/year, 12,000+sites, ~50% utilization

Incredibly competitive and fragmented market structure
6,800+ independent sites, largest <5% market share

Fairly homogeneous goods with extreme price dispersion

An early context for cash price as a new payment option
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Data Sources: Healthcare-IT & Public Information

Price data: in the greater San Francisco Bay Area
Prices for 194 procedures provided by 142 imaging facilities
Negotiated in-network prices with 5 large private insurers

Utilization data: volume and facility information
CMS state level provider utilization and payment data
Information on imaging facilities: id, affiliation, location, etc.

Deductible data: generated for 753 insured people
Time points: 1/1/2015, 12/27/2015, 1/1/2016, 5/29/2016
Info: deductible; oop max remaining; co-insurance and co-pay
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Data: Summary Statistics



6

Introduction Industry & Data Cost Simulation Conclusions

Data: Distribution of Imaging Facilities in the SF Bay Area
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Variation of In-Network Prices and Cash Prices
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Price Comparison: Cash vs. Private Prices (Procedure-Facility Level)
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Simulation 1: Private vs Cash Prices, On the Spot

Joint cost savings to patients and private insurers combined

Upper bound: a privately-insured patient always pay the lesser of
the cash price or the in-network private price

Σ
i
max{privatei − cashi , 0} ×

volumei
Σvolumei

More conservative: only enrollees who do not enhaust their
deductible by the end of year (63%) would ask for cash prices



10

Introduction Industry & Data Cost Simulation Conclusions

Simulation 2: In-Network Private Price Shopping

Patients pay the lowest in-network price in a county or the Bay
area (i.e., price shopping for in-network private prices only)

Σ
i
max

{
privatei −min

i∈Ci
{privatei} , 0

}
× weighti
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Simulation 3: Private & Cash Price Shopping

Patients pay the lowest in-network or cash price in a county or
the Bay area (i.e., price shopping for private & cash prices)

Σ
i
max

{
privatei −min

i∈Ci
{privatei , cashi} , 0

}
× weighti
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Conclusion and Discussion

Patients can save 10-22% of their insurer’s in-network price by
paying cash and 45-64% when shop both prices in the Bay

More transparent private and cash prices can reduce costs

Need joint effort from public and private sectors to implement
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