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Health care spending in Oregon 
averages more than $8,000 
annually per person, and increased 

60 percent from 2004 to 2014 (before 
adjusting for inflation).1 Much of this 
spending occurs without patients or 
providers knowing the price of care in 
advance.

Opaque and unavailable prices for 
health care services violate the basic 
consumer right to know in advance about 
the price of goods or services. When 
consumers are asked to make decisions 
about care without access to meaningful 
price information, they are unable to 
make informed decisions in high-stakes 
situations that can profoundly affect their 
future health and financial security. 

Improving the price transparency of health 
care services isn’t just about fulfilling a 
basic consumer right – it is also a critical 
step in diagnosing and addressing the 
high cost of health care. Combined with 
the right incentives, improved price 
transparency could shift the behavior 
of providers, consumers and insurers, 
enabling the nation to save $100 billion 
over 10 years, according to one estimate.2 
Though that’s a modest one-quarter of 
one percent of total health care spending, 
it still represents significant savings; for 
Oregon that would have reduced health 
care spending by $80 million in 2014.3

Oregon policymakers, hospitals and 
health care providers have made modest 

improvements in price transparency in 
recent years. However, Oregon should 
pursue additional measures to improve the 
visibility of prices for patients, providers 
and health plans. 

Greater price transparency has the 
potential to play a role in controlling 
health care costs by influencing the 
behavior of patients and providers. 

·	 Patients currently make limited use 
of price transparency information 
for a variety of reasons. Existing 
price information is often not easily 
accessible or customized to the 
particular patient, and is rarely 
provided at the right time to help 
inform consumer decision-making. 
Even when price information is 
available, health plans often are not 
structured to provide meaningful 
benefits to consumers who act on it.4 
In addition, patients’ perception of 
quality or their loyalty to current care 
providers may dampen their interest in 
using price transparency tools.

·	 When patients use price transparency 
information to choose less expensive 
providers, they can reduce their health 
care spending. For example, a study of 
price-shopping by patients insured by 
18 large employers found that patients 
who used the transparency tool 
reduced total health care spending by 
14 percent for lab tests and 13 percent 
for advanced imaging services.5

Executive Summary
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·	 With the right incentives and 
information, patients may use price 
transparency information to seek care 
from less expensive providers, and 
in response, higher-cost providers 
may choose to lower their prices 
to remain competitive. This can 
deliver system-wide cost savings. 
For example, higher-priced providers 
of MRIs in five metropolitan areas 
lowered their prices after an insurance 
company began an aggressive price-
transparency effort and helped 
patients who needed elective MRIs 
schedule with lower-priced providers.6

Price transparency is also important 
for health care providers and insurers. 
Providers influence or directly make a 
large share of health care decisions and 
spending, often without knowing in 
advance the price other providers, such 
as labs, charge customers and insurers. 
Insurers can use increased transparency to 
influence how much providers choose to 
charge for their services.

·	 Numerous studies, conducted 
primarily in hospitals, have found that 
knowing the price of lab and imaging 
tests prompts providers to order fewer 
tests. For example, when hospital-
based health care providers were 
shown the price of lab tests as they 
ordered them, the number of ordered 
tests declined by 8.6 percent, which 
reduced charges by $400,000 over six 
months.7 

·	 Outside of hospitals, such as in a 
primary care setting, price transpar-
ency does not appear to change how 
providers order lab tests and imaging, 
though this has been less studied than 
price transparency in hospitals.

·	 Information about prices can help 
insurance companies design insurance 
plans that encourage patients to 

choose lower-priced providers and 
may cause some providers to lower 
their prices. For example, insurance 
companies in New Hampshire have 
developed tiered-pricing plans that 
reward members for choosing high-
value providers and charge patients 
much higher out-of-pocket fees for 
using the most expensive laboratories 
and outpatient surgery centers, which 
are usually affiliated with hospitals. 
As patients have reduced their use of 
higher-priced options, some hospitals 
have agreed to reduce their prices for 
lab services, outpatient surgery and 
other care.8

If poorly implemented, however, price 
transparency has the potential to increase 
rather than decrease health care prices 
and spending. This risk can be mitigated by 
how price data are presented or released. 

·	 Though medical researchers have 
found no consistent link between the 
cost and quality of health care, a size-
able minority of patients may assume 
that higher-priced care is higher-qual-
ity care.9 Thoughtful design of price 
transparency tools to include data on 
quality of care can reduce the extent 
to which consumers are inclined to use 
price as a measure of quality.10

·	 The Federal Trade Commission has 
expressed concern that increased 
price transparency could lead 
providers to increase their prices, 
either through reduced willingness 
to negotiate discounts or through 
tacit price collusion.11 One way this 
potential problem can be avoided is to 
release data that are more than a year 
old so that providers lack sufficient 
information to match competitors’ 
current prices.

Oregon must do more to improve price 
transparency for consumers. 
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·	 As a basic consumer right, patients 
should be able to ask for and receive 
information on the likely price of care 
at the “point of purchase.” Doctors’ 
offices, hospitals and imaging facilities 
should be required to provide the 
likely price of care if a patient asks for 
an estimate. 

·	 Oregon policymakers should require 
that information collected in the 
state’s all payer-all claims database 
be made available to consumers, with 
data ideally disaggregated by payer, 
procedure and provider. This process 
could begin with the categories of 
health care that consumers are most 
willing to shop for, such as lab work 
and imaging studies.

·	 Oregon could explore the possibility 
of establishing benchmark prices for a 
wide range of procedures, drawing on 
data in the state’s all payer-all claims 
database. These reference prices 
would give consumers a benchmark 
against which to evaluate a price 
estimate from a provider and provide 
a sense of how much a patient might 
pay for quality care. 

·	 Oregon should ban gag clauses 
that prohibit insurance companies 

or providers from revealing the 
prices they have negotiated with 
each other, as that may limit the 
comprehensiveness of third-party 
price transparency websites, such 
as Castlight, HealthSparq and 
ClearCostHealth. 

Policymakers could also pursue options 
to improve price transparency for 
providers. For example, Oregon should 
explore requiring hospitals to include 
an estimated price for laboratory and 
imaging tests in electronic health record 
systems so that providers can see that 
information when ordering. 

Oregon should pursue measures to en-
sure that greater price transparency does 
not have the undesirable consequence 
of increasing prices. To start, the state 
should ban “most-favored nation” agree-
ments between providers and health in-
surers, in which a provider, after negotiat-
ing a price with an insurer, agrees not to 
offer any competing insurer a lower price. 
Most-favored nation agreements can in-
flate health care prices even with current, 
limited price transparency, and should be 
banned. 
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Oregon hospitals charge very different 
prices for common procedures 
and services. Colonoscopies, for 

example, are among the most commonly 
performed outpatient procedures.12

In 2015, the lowest-paid hospital in 
Oregon received a median of $1,311 per 
colonoscopy and the highest-paid received 
a median of $4,123.13 Within the Portland 
area, the least expensive median payment 
for a hospital-based colonoscopy was 
$1,311 at Kaiser Westside Medical Center, 
versus $3,405 at Legacy Emanuel Hospital 
and Health Center, less than 15 miles 
away. (Non-hospital facilities likely charge 
less than hospitals, but data for those 
facilities are not readily available.) Similarly 
wide variations in average hospital 
payments exist for many other common 
inpatient and outpatient procedures, and 
for imaging, obstetrical and chemotherapy 
services. 

Such variation in the price of common 
medical services also suggests that there 
is opportunity to reduce the high cost 
of health care in Oregon. Patients could 
choose lower-priced facilities, doctors 
could suggest less expensive providers 
when recommending where patients 
should seek specialist care or services, 
providers could reduce their prices if they 
realize patients are beginning to favor 
lower-priced providers, and insurers could 
structure insurance plans that reward 

patients for selecting lower-cost, but still 
high quality, providers. 

None of this is possible, however, unless 
patients, providers and insurers have 
better access to information about the 
price of care. Patients, for example, need 
to know in advance of receiving care 
how much their insurance will cover and 
how much they will have to pay out-of-
pocket. Providers need access to price 
information when helping patients make 
informed decisions about their care. 
Price transparency can enable insurance 
companies to identify higher-value 
providers and develop patient- or provider-
focused incentives to encourage use of 
those lower-cost care facilities. 

Simply knowing the price of care won’t 
be enough to contain rising health care 
spending in Oregon, or to eliminate waste 
from the health care system, which is 
estimated to represent one-third of every 
dollar spent on health care.14 But improved 
price transparency is an important tool for 
addressing the high cost of health care. In 
this paper, we review evidence showing 
the potential of price transparency to 
influence decisions throughout the health 
care system, as well as concerns about 
potential unintended consequences of 
price transparency that require careful 
attention by policymakers as Oregon 
attempts to stem the relentless growth of 
health care spending.

Introduction
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In Oregon, total health care spending 
reached $31.9 billion in 2014, equal to 
nearly 16 percent of the state’s gross 

domestic product.15 That’s an average of 
more than $8,000 per person, an increase 
of 60 percent since 2004 (before adjusting 
for inflation).16 The cost of health care is a 
growing financial burden on individuals, 
businesses and government.17

Individuals and families are having to pay 
more for health care and health insurance. 
From 2004 to 2014, health insurance 
premiums for a family in Oregon increased 
by 65 percent, significantly faster than 
the increase in average household income 
in this period.18 A consumer with health 
insurance through an employer paid an 
average of $402 per month for family 
health insurance in 2014, up from a 
monthly cost of $222 in 2004, according 
to national data (in addition to what 
the employer paid toward coverage).19 
In addition to higher health insurance 
premiums, consumers also face higher 
deductibles. Nationally, the average 
worker had a deductible of more than 
$1,200 in 2014, up from less than $600 in 
2005.20

Employers who provide insurance to 
their employees also feel the high cost 
of health care. In 2017, health insurance 
expenses for employers equaled 8.3 
percent of employee compensation costs, 
up from 7.3 percent in 2004.21 Employers 
compensate for higher health care costs by 
reducing benefits, limiting wage increases, 

or hiring fewer employees.22 As a result, 
rising health care costs act as a drag on the 
economy and impact everyone. 

Health care spending is also a major 
component of state government spending 
and thus a cost to taxpayers. In 2013, 
Oregon spent $717 million on health 
insurance for state employees, equal to 
12 percent of the state’s general fund 
expenditures.23

Hospital services account for 37 percent 
of health care spending in Oregon, 
more than any other category of care.24 
(See Figure 2.) Physician and clinical 
services consume nearly one-quarter of 
health care spending, followed by drugs 
purchased from retail pharmacies and 
non-durable products. (Drugs used in a 
hospital or clinical setting are included 
in those respective categories.) Figure 
1 shows the breakdown of Oregon 
health care spending in these and other 
categories. 

Private health insurance plans pay the 
largest single share of health care costs, 
according to national data. The federal 
government also pays for a large portion 
of health care spending through Medicare 
and Medicaid. State governments also 
help fund Medicaid. Ultimately, however, 
employees, consumers and citizens pay 
for these health care costs through lower 
wages, higher health insurance premiums, 
increased taxes, and reduced government 
spending on other priorities. 

The High and Rising Cost of Health 
Care Is a Burden for Oregon’s Families, 
Businesses and Governments
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Figure 1. Oregon Health Care Spending by Category25
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Figure 2. U.S. Health Care Spending by Payer, 201526
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Regardless of who is paying for health 
care, patients and their care providers 
both play a role in health care spending 
decisions. Patients sometimes have control 
over when to seek care and where to 
seek it, both of which are factors in how 
much their care will cost. Providers heavily 
influence subsequent health care spending 
through their recommendations and 
referrals. In a hospital setting, providers 
may be particularly influential as they 
order tests and services. However, patients 
seeking care or clinicians who offer that 
care rarely know in advance how much the 
care will cost, since the price charged by 
different providers can vary widely.

Price Transparency Is a  
Basic Consumer Right
Opaque and unavailable prices for health 
care services violate the basic consumer 
right to know in advance the price of 
goods or services. Such knowledge is 
essential for consumers to make the right 
decision for their own needs. 

In the health care setting, consumers are 
faced with especially complex and weighty 
decisions. When consumers are asked 
to make decisions about care without 
access to meaningful and actionable 
price information, they are unable to 
make informed decisions in high-stakes 
situations that can profoundly affect their 
future health and financial security. 

It is not always possible or practical to 
provide advance price information, such 
as in an emergency setting or when 
unexpected medical complications arise. 
However, in most situations there is 
no justification for failing to provide a 
reasonable price estimate on request 
– something that is often unavailable 
today – and for the majority of health care 
services that involve no complications, 
that estimate should be able to provide a 
reliable price signal to patients. 

Without improved access to health care 
prices, consumers are forced to make 
high-stakes decisions with inadequate 
information, which is unjust and 
unacceptable. Increasing the transparency 
of health care services can fulfill a basic 
consumer right.

Improved Price Transparency 
May Help Address the  
High Cost of Care
Improved price transparency could also 
help reduce total health care spending by 
enabling patients to shop for less expen-
sive care, by allowing providers to incorpo-
rate cost as a factor when making referrals 
or ordering lab work or imaging services, 
by encouraging higher-priced providers 
to lower their prices, and by giving health 
plans better tools to steer spending to 
lower-cost providers of good quality and to 
push providers to lower costs.

According to an analysis published by the 
West Health Policy Center, if patients, 
providers, policymakers, health plans and 
employers have better access to data on 
the price of health care – and act on that 
information – national health care spend-
ing could be reduced by $100 billion over 
10 years as patients choose less expensive 
care providers, as providers order fewer 
or less expensive tests, as some providers 
lower their prices, and as insurers revise 
benefit designs.27 This estimate includes 
a high degree of uncertainty because 
existing information about price transpar-
ency effects is limited. Savings could be 
higher or lower. Estimated savings are ap-
proximately one-quarter of one percent 
of anticipated health care spending in that 
period. In Oregon, a one-quarter of one 
percent reduction in health care spending 
would have reduced health care spending 
by $80 million in 2014.28

As Oregon continues to face high and 
rising health care costs and insurance 
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premiums, improved price transparency 
is one tool that may help to reduce 
spending. To be effective, transparency 
must be implemented thoughtfully 
and accompanied by changes in the 
health care system that reward patients, 
providers and insurers for reducing 

excessive spending. The following two 
sections review the evidence on the 
impact of price information on decisions 
made by patients, providers and insurers, 
and illuminate the key challenges standing 
in the way of an effective approach to 
transparency.
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Making information on health 
care prices available in a 
straightforward and consumer-

friendly format fulfills a basic consumer 
right and can help patients identify 
lower-cost providers. In addition to saving 
money for individual consumers, it may 
also result in a cumulative reduction in 
total health care spending. Challenges to 
achieving those potential savings include 
the fact that many consumers have limited 
incentives, under current insurance 
structures, to consider price when 
shopping for care, and also that consumers 
directly control only a small share of total 
health care spending.

Price Transparency Gives 
Patients the Opportunity  
to Seek Lower-Cost Care
Price transparency gives consumers the 
opportunity to seek out lower-cost care. 
That’s particularly true for non-emergency 
care, such as lab work and imaging 
services. In one study of patients insured 
through the California Public Employees’ 
Retirement System (CalPERS), some 
patients reported during interviews that 
they used CalPERS’ price transparency tool 
to check the price of care or find a cheaper 
option for frequent MRIs and blood work.29 
A different study that analyzed the price-
shopping behaviors of CalPERS patients 
reported that when patients checked 
prices for imaging work, their spending 
for those services was 14 percent lower, 
though it did not make a major dent in 

overall health spending.30 A third study 
found that price-shopping by patients 
insured by 18 large employers resulted 
in average savings of 14 percent for lab 
tests and 13 percent for advanced imaging 
services.31

Patients often express interest in learning 
more about the price of care in advance. 
In a study that interviewed CalPERS-
insured patients, most people expressed 
a favorable opinion of the concept of 
shopping for lower-priced care.32 In 2015, 
a survey by Public Agenda found that 
one-third of patients have asked about 
the price of care in advance – likely to 
determine if they can afford that care 
– and one-fifth have compared prices from 
several providers.33

Patients Make Limited  
Use of Current Price 
Transparency Tools
Despite their stated interest in knowing 
about the price of care, consumers use ex-
isting transparency tools at a relatively low 
rate, likely due to a combination of factors 
including the limited usefulness of many 
price transparency tools and health plan 
designs that often do not reward patients 
for acting on price information. As a result, 
current price transparency tools have not 
led to a reduction in overall spending. 

A study of patients insured by Aetna 
found that only 3.5 percent of patients 
used Aetna’s payment estimator over 

Consumer-Oriented  
Price Transparency



Consumer-Oriented Price Transparency    13

the course of two years.34 Relatively few 
patients at 18 large employers who gained 
access to a third-party price transparency 
tool between 2010 and 2013 searched 
for prices before receiving care: just 
5.9 percent of lab work claims and 6.9 
percent of imaging service claims were 
preceded by use of the price transparency 
tool.35 A 2011-2012 study of several 
hundred thousand employees at two 
large companies who were given access 
to price transparency tools found that 10 
percent of employees searched for price 
information at least once in the first year 
the data were available, but that use of 
the tool did not result in lower overall 
spending.36 A 2014-2015 study of patients 
insured by CalPERS found a similar rate of 
use and no reduction in overall spending.37

Even patients in high-deductible plans 
– who would seem to benefit most from 
finding a lower-cost provider – seem to 
do only slightly more price-shopping than 
those in plans with low or no deductible. 
A 2011-2012 study of patients insured 
through Aetna revealed patients with 
higher deductibles were more likely 
to search the price transparency tool, 
though in absolute terms the use of the 
transparency tool was low by all groups, 
with only 3.5 percent of patients using 
the tool.38 Another study measured 
the extent to which patients with high-
deductible plans searched for and used 
price information for nine types of care 
in 2007.39 The researchers compared the 
prices paid by patients in high-deductible 
plans versus patients in more traditional 
plans. The analysis included nine types 
of care: “arthrocentesis, chest x-ray, 
colonoscopy, emergency department 
visit, flu vaccine, mammogram, office 
visit, pelvic ultrasound, and preventive 
visits.” Only for office visits did patients 
in high-deductible plans seek lower-cost 
providers (the authors of the study noted 
that, in this study, price transparency was 
greater for office visits than for many other 

services). However, patients in this study 
were no more inclined to select lower-
cost care before versus after reaching 
their annual deductible. A third study 
found patients with greater cost-sharing 
requirements did more than other patients 
to seek out lower-cost providers in two 
of the three categories studied.40 Patients 
who had to pay a larger share of costs 
obtained slightly greater savings for lab 
work (16.4 percent versus 14.1 percent) 
and advanced imaging (15.0 percent 
versus 13.6 percent) than patients who 
did not have a cost-sharing requirement. 
Patients on high-deductible plans had 
smaller cost savings for office visits (0.8 
percent versus 2.3 percent).

Patients’ low rate of using transparency 
tools to learn about prices and very limited 
response to what they learn likely reflect 
multiple influences. Insurance plans often 
are designed in such a way that when 
a patient visits a lower-cost provider, 
most or all of the savings accrue to the 
insurer, not the patient, who may have 
the same co-pay regardless of how much 
the provider charges to the insurance 
company.41 For patients on high-deductible 
plans, the complexity of understanding 
how much savings they will experience by 
choosing a lower-cost provider may make 
price-shopping not worth their while. 
Factors other than price – such as patients’ 
perception of quality and loyalty to current 
care providers – are powerful influences 
on consumers’ decisions about where to 
seek medical care, and are not affected by 
small financial incentives.42 

Within current incentive structures, pa-
tients seem more willing to shop for imag-
ing, lab work and other one-time services 
than to consider price when selecting a 
primary care physician. In interviews, pa-
tients insured through CalPERS expressed 
greater willingness to price-shop for imag-
ing and lab work than for a primary care 
physician.43 Patients may be more willing 
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to shop for discrete services because they 
do not perceive a difference in quality 
from one provider to another, nor does 
loyalty to a current care provider come 
into play.44 (For a discussion on the rela-
tionship between price and quality of care, 
see “Consumers May Use Price as a Mea-
sure of Quality,” p. 15.) In terms of qual-
ity of care, patients’ reluctance to switch 
primary care doctors as easily as they 
change providers for lab work or imaging 
may have positive implications for health 
outcomes if it means that patients visit the 
same primary care provider consistently, 
improving the continuity and coordination 
of care.45 An analysis of the price search-
ing behavior of Aetna patients found that, 
relative to the number or procedures per-
formed, patients were most likely to check 
the price of a tonsillectomy, total knee  
replacement, hernia repair, cataract or lens 
procedure, or childbirth than to search for 
the price of office visits.46 In the study of 
Aetna subscribers, price searches for the 
price of a primary care office visit ranked 
16th in the first year the price transparency 
tool was available, and 43rd the second 
year.47 

Price Transparency for 
Consumers May Help Reduce 
Total Health Care Spending
Price-shopping by consumers may have an 
impact on total health care spending, even 
if modest relative to rising costs. Patients 
can help obtain some savings by selecting 
lower-cost providers. In turn, patients’ 
choices about where to receive care 
may lead some health care providers to 
lower their prices to remain competitive, 
creating additional savings. Under current 
insurance and payment incentives, these 
effects are modest. 

The direct cost savings from consumer be-
havior is limited because patients control 
only a fraction of health care spending. 

Some care may occur on an emergency 
basis, when price-shopping isn’t possible, 
or it may be ordered in a hospital setting, 
where the provider has more influence. An 
estimated 40 percent of health care spend-
ing by patients with employer-sponsored 
insurance is for care that is shoppable, 
and only 7 percent of total spending is 
both shoppable and paid out-of-pocket by 
patients.48 This limits the direct impact on 
total health care spending of patients’ de-
cisions to select a lower-cost care option. 

Increased attention to price by patients 
may influence overall health care 
spending through another mechanism: 
If providers become aware that patients 
are weighing and responding to price 
when choosing care, then higher-cost 
providers may choose to lower their 
prices to remain competitive. This can 
deliver system-wide cost savings. For 
example, higher-priced providers of MRIs 
in five metropolitan areas lowered their 
prices after an insurance company began 
an aggressive price-transparency effort 
involving elective MRIs.49 In addition 
to telling patients about less expensive 
options for MRIs, the insurance company 
assumed the burden of acting on that 
information. When patients were pre-
approved for an MRI with a particular 
provider, staff at the insurance company 
called the patient to offer information 
on nearby, less expensive options and, 
if the patient agreed, helped schedule 
a new appointment. There were two 
results on spending. First, the total cost 
of MRIs dropped by $200, or 19 percent, 
per patient in the group who received 
information about prices, compared to 
patients who were not offered such price 
transparency. Second, higher-priced 
providers realized that they were no 
longer competitive and lowered their 
prices. As a result, the cost of an MRI 
dropped even for patients who were 
not given price information and did not 
reschedule to a lower-cost facility. 
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Potential Downsides of Price 
Transparency for Consumers
Improved price transparency for patients 
includes the potential drawback that 
consumers may misinterpret price data, 
improperly using it as a proxy for quality 
and end up choosing more expensive care. 
This potential problem can be addressed 
by presenting data on both price and 
quality, thus empowering consumers to 
make informed choices about the value of 
their care. 

Consumers May Use Price  
as a Measure of Quality
Though the price of care does not reliably 
indicate the quality of care, not all patients 
may understand this. Particularly in the 
absence of data about the quality of 
care, consumers may perceive price as a 

substitute indicator of quality, and thus 
use price transparency data to select 
more, rather than less, expensive care. 
This problem can be mitigated by adjusting 
how price information is presented. 

Medical researchers have found no 
consistent link between the cost and 
quality of health care. One synthesis of 
61 studies on this question found evenly 
divided results – 34 percent of studies 
found a positive correlation between 
quality and price, 30 percent found a 
negative correlation, and 36 percent found 
no correlation.50 (See Figure 3.)

Despite evidence that price and quality of 
care are not correlated, both research and 
real-world observations suggest a sizeable 
minority of patients may conflate the two 
measures. For example, researchers at  
MIT gave 82 study participants identical 

Higher price = 
higher quality,

34%

Lower price = 
higher quality,

30%

No relationship 
between price 

and quality,
36%

Figure 3. Studies Have Found No Consistent Relationship between Health Care Prices 
and Quality51
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placebo pills, but told half the group that 
the pills cost $2.50 each and the other 
half of the group that the pills cost $0.10 
each.52 Participants who were told they 
received a pill worth $2.50 were more 
likely to report that the pill reduced the 
pain of the electric shocks they received 
as part of the experiment.53 Another study 
found that while a majority of patients did 
not think price was a measure of quality, 
a sizeable minority did. In a 2014 survey, 
participants were asked in multiple 	

different ways whether there was a con-
nection between health care price and 
quality. Depending on how the question 
was posed, 58 to 71 percent of adults did 
not believe that there was a link, and 21 to 
24 percent did believe there was a connec-
tion.54 Respondents were more likely to say 
there was no connection between cost and 
quality when asked whether high prices 
were a sign of high quality than when they 
were asked whether low prices were a sign 
of low quality.55 

Little Data on Whether Knowing the Price Deters 
Patients from Seeking Care

Some in the health care world have worried that patients may be scared away 
from receiving care once they know its likely price. However, this concern 

is not well-founded in research about price transparency. There is no clear 
evidence that knowing the price of treatment causes patients to avoid seeking 
care at a higher rate than already occurs when patients anticipate care will be 
expensive but lack concrete information. 

A 2017 Gallup poll found that 29 percent of Americans have already postponed 
seeking health care due to concerns about cost, even though a majority of that 
group had serious untreated medical issues.60 Some fear that if patients are 
presented with the price of care in advance, even more people will choose to 
postpone treatment, or delay it for long enough that it will be less effective.61

There is little data addressing this question. Anecdotally, in the first six months 
after the Henry County Health Center in Mount Pleasant, Iowa, began providing 
self-pay patients estimates of price in advance of any elective procedure, only 
two patients chose to postpone their care because of out-of-pocket expenses.62 

Patient anxiety over the unknown cost of care may be as much of a deterrent 
as price transparency. A study of the price variability of dental procedures in 
Los Angeles found that “anxiety over high out-of-pocket expenses and difficulty 
accessing pricing information are the top two barriers to getting needed care.”63 

In other words, the problem is not that knowledge of the price deters patients 
from seeking care. Rather, the high price of care itself is the issue. 
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Observations of consumers who have 
access to price data also suggest some 
of them may use price, at least as it is 
commonly presented to consumers, as 
an indicator of quality. In one survey, 
consumers who had compared prices 
for medical procedures in the past were 
three times more likely to believe that 
higher prices signified better care than 
people who had never searched for this 
information.56 It is not clear if people who 
believe price indicates quality were more 
likely to search for price information, or if 
searching for price data caused patients to 
believe it indicated quality. Either way, it 
suggests some consumers may mistakenly 
perceive that price information reveals 
information about quality. 

Additionally, in the year after two compa-
nies made a price transparency tool avail-
able to some of their employees, average 
outpatient health care spending increased 
by a small but statistically significant 
amount among the employees who had 
access to the tool, compared to spending 
by those who did not, perhaps because 
they used price as a proxy for quality.57

However, thoughtful design of price 
transparency tools can reduce the extent 
to which consumers are inclined to use 
price as a measure of quality. Researchers 
at the University of Oregon presented 
subjects with a list of physicians and asked 
them to choose the one with whom they 
would make an appointment. Information 
about each doctor’s price and quality 
of care was presented in a variety of 
ways. When patients were given more 
information about treatment quality 
and the provider’s responsiveness to 
patient preferences, they were less likely 
to choose the most expensive option.58 
The format in which price was displayed 
also mattered; participants were more 
likely to choose the lowest-cost providers 
when they were marked with three stars 
for being “careful with your health care 
dollars” than when they were labelled 
with a single dollar sign.59 If patients have 
access to information about both the price 
and quality of care, either in a combined 
measure of value or as two separate 
indicators, they will be better able to make 
informed decisions about the overall value 
of their care.
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Greater transparency of prices may 
enable providers and health insur-
ance plans to help reduce total 

health care spending. There are few 
clear-cut examples of price transparency 
alone prompting providers to lower their 
prices.64 However, increased knowledge 
of prices, coupled with systemic changes 
that make it easier or more rewarding for 
providers to act on that information, may 
reduce total spending. In some settings, 
price transparency may cause providers 
to order fewer or less expensive tests. Im-
proved price transparency may also help 
health insurance companies design insur-
ance plans that control costs by promoting 
less expensive providers. As insurance plan 
incentives change, some higher-cost facili-
ties may reduce their charges to remain 
included in insurance plans.

Price Transparency May 
Help Providers Use Financial 
Resources More Wisely When 
Ordering Tests and Procedures
Doctors, nurses and other care providers 
influence or directly make a large share 
of health care decisions and spending. 
However, health care providers typically 
have limited information about how much 
patients or insurers will be asked to pay 
for care, such as lab tests or imaging work, 
ordered or recommended by the provider. 
Multiple research studies suggest that 
knowing the price of lab and imaging 
work can influence providers’ decisions 

in a hospital setting and help lower the 
cost of providing care. There is insufficient 
evidence to determine the impact of 
price transparency on providers’ decisions 
outside of hospitals. 

Numerous studies, conducted primarily 
in hospitals and often with doctors who 
are still in training, have found evidence 
that knowing the price of lab and imaging 
tests prompts providers to order cheaper 
or fewer tests. Dr. Celine Goetz and 
colleagues reviewed articles published 
from 1982 to 2013 evaluating the impact 
of price transparency on clinician behavior. 
That review found that seven of nine 
clinical studies that examined the influence 
of price transparency on providers’ 
test-ordering decisions showed price 
information prompted providers to order 
less expensive tests or reduce the number 
of tests they ordered.65 For example, when 
the price of lab tests was shown to health 
care providers as they ordered lab tests 
at Johns Hopkins Hospital, the number 
of ordered tests declined by 8.6 percent, 
which reduced charges by $400,000 
over six months.66 The researchers who 
designed the study did not tell providers 
why price information appeared on 
test order forms or do any educational 
outreach, such as about the need for wise 
use of financial resources. 

In three of the seven studies reviewed 
by Dr. Goetz that found that providers 
ordered cheaper or fewer tests, 
researchers also evaluated the question 

Price Transparency 
for Providers and Insurers
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of whether this change harmed patient 
health.67 They concluded that the shift in 
test orders had no impact on the quality of 
patient care.

Showing the price of medication to 
providers may also influence what 
medicines they choose to prescribe. The 
analysis by Dr. Goetz looked at six studies 
that evaluated the impact of showing the 
price of medication to providers.68 Two of 
three studies that observed physicians’ 
behavior revealed that providing price 
information reduced spending on 
medication, though the studies were 
limited to anesthesia drugs. In three 
survey studies (rather than observations 
of actual prescribing practices), providers 
chose lower-priced medication when the 
price of various options was disclosed. 
(All three survey studies were conducted 
outside of the U.S.) 

Outside of hospitals, such as in primary 
care settings, price transparency has 
not been demonstrated to change how 
providers order lab tests and imaging, 
though this has been less studied than 
price transparency in hospitals. One large 
Massachusetts medical group appears 
in three different studies, all of which 
suggest price transparency has little to 
no effect, even though Atrius Health is an 
accountable care organization, meaning it 
is paid on a per-patient basis for delivering 
high-quality, coordinated care to some 
of its patient population (and would, 
therefore, be more likely to be sensitive to 
the costs of individual services).69

·	 A study published in 2016 examined 
what happened when some Atrius 
primary care and specialist providers 
were shown prices for lab tests and 
imaging studies.70 Approximately 400 
clinicians were shown the median 
price that Atrius was paid for each test. 
Another 400 could see the median 
price when a test was conducted at an 

Atrius-owned facility or at an external 
facility, with Atrius-based testing $365 
cheaper. After a year, the ordering 
behavior of those two groups was 
compared to providers who had not 
been shown any prices. Neither type 
of price information had any impact 
on how often clinicians requested 
common procedures and imaging 
studies, or whether they ordered from 
Atrius-owned facilities. 

·	 In a separate interview-based study, 
most physicians at Atrius said that 
knowing price information did not 
meaningfully change their test-
ordering patterns. Only one-quarter of 
those interviewed said they had been 
influenced, but only in small ways.71 
Primary care providers noted that the 
price information was useful when 
discussing options with patients.

·	 A smaller 2010-2011 study of Atrius 
found some limited impact from 
price transparency.72 Physicians who 
were shown the price of 27 common 
tests reduced the rate at which they 
ordered five of those tests, potentially 
reducing costs by $45 per 1,000 
patient visits per month.

There are several reasons why the 
introduction of new price transparency 
may not have shown any impact on 
clinic-based practitioners’ behavior. 
The researchers who conducted the 
larger, more recent study argue that 
these were experienced providers who 
were already aware of the approximate 
costs of various procedures and imaging 
services. Clinicians previously had access 
to prices on paper, and as providers in 
an accountable care organization that is 
paid a flat fee for treating some patients, 
the clinicians had already incorporated 
their knowledge of test prices into their 
behavior.73 In addition, physicians’ relative 
unresponsiveness to price transparency 
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in these three studies may reflect the 
fact that they have multiple competing 
priorities when deciding how to treat 
patients, including trying to respond to 
patient requests (a larger factor than in 
a hospital setting) and longer experience 

seeking to meet practice-group financial 
goals.74 Accurately untangling the impact 
of greater price transparency from the 
effect of these other factors and from 
experienced clinicians’ prior knowledge of 
prices is challenging. 

Price Transparency Can Support Efforts to 
Empower Patients and Providers

Regardless of the effects on how clinicians deliver care, most providers say 
that they want to see price data. In interviews, most physicians who had 

recently begun seeing price information alongside frequently ordered tests and 
procedures reported that they appreciated seeing the information, or didn’t 
object to seeing it.75 They also expressed a desire to have price data that is 
specific to each patient, rather than seeing more generic price estimates.

One reason physicians may want price information is because it enables them 
to talk more easily with patients about the cost of care. The modern model 
of patient-centered care calls for equipping patients with enough information 
that they can make informed decisions about their treatment options. Cost is 
one element that patients will likely want to consider when evaluating different 
treatment paths.76 More than three-quarters of physicians who were interviewed 
in one study thought it was their responsibility to initiate conversations about 
price with patients to help them make informed decisions, balancing cost 
concerns and clinical benefits.77 Though physicians say such conversations are 
important, they do not happen regularly. In various studies, 14 to 44 percent 
of patients report having discussed the cost of care in the past year with their 
health care provider.78 

Providers may also want to talk to patients about the cost of care because it may 
improve patients’ satisfaction with their care.79 For example, the Henry County 
Health Center, in Iowa, found that patient satisfaction increased after the health 
center increased price transparency and simplified billing.80 

Price transparency may also allow physicians to follow guidelines for best 
practices as laid out by their care organization or professional society. Health care 
organizations that receive bundled payments – a flat fee for treating a patient 
with a particular condition – may encourage physicians to evaluate the price of 
tests before ordering.81 The ethics manual for the American College of Physicians, 
for example, states that “Physicians have a responsibility to practice effective and 
efficient health care and to use health care resources responsibly. Parsimonious 
care that utilizes the most efficient means to effectively diagnose a condition and 
treat a patient respects the need to use resources wisely.”82
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Insurers May Be Able to  
Design Health Care Plans  
to Better Control Costs

Access to detailed health care price in-
formation may enable insurers and large 
employers who self-fund their health 
insurance plans to negotiate lower rates 
from higher-price providers, or to design 
insurance plans that control costs by en-
couraging consumers to use less expensive 
providers. If consumers respond to the 
new financial incentives in health insur-
ance plans and increasingly visit lower-
priced providers, higher-cost facilities may 
reduce their prices to remain attractive to 
patients. However, new insurance plans 
need to be designed thoughtfully to en-
sure they do not dissuade patients from 
seeking needed care. 

Improved price transparency for the 
public, providers and elected officials 
may enable insurers to act on what 
they already know: The cost of medical 
care varies widely from one provider to 
another, without correlated differences 
in the quality of care. In markets with a 
large enough pool of providers, insurers 
may choose to exclude the highest-priced 
doctors, hospitals or other facilities from 
their insurance offerings, or may seek 
to negotiate better prices from higher-
price providers. After New Hampshire 
implemented statewide price transparency 
policies that included a consumer-friendly 
website, Anthem Blue Cross Blue Shield, 
the biggest insurer in the state, announced 
it was dropping Exeter Hospital from 
its plans.83 Exeter, the most expensive 
hospital in the state according to price 
transparency data, responded with an 
offer to slow its rate increases, and when 
Anthem rebuffed that offer Exeter Hospital 
agreed to a contract that reportedly 
included rate cuts. It is not entirely 
clear what factors influenced Anthem’s 
or Exeter’s decisions in this dispute, 
but it may be that greater availability 

of price information for the public and 
policymakers made it easier for Anthem to 
challenge Exeter Hospital. One study that 
involved interviews with multiple health 
care experts and stakeholders concluded 
that greater “public transparency efforts 
highlighting wide variation in hospital 
prices,” was a large reason why “the 
balance of plan-provider negotiating 
power began shifting significantly in 
New Hampshire.” In particular, “price 
comparisons made available by HealthCost 
[New Hampshire’s price transparency 
website] and subsequent public reports 
helped shine the spotlight on Exeter’s 
outlier status.”

Price transparency may make it easier for 
insurance companies to create incentives 
that encourage consumers to use lower-
priced providers. As information about 
price variation becomes more accessible 
to consumers, insurers may wish to 
design plans that guide consumers to 
act on this information. Two insurers in 
New Hampshire created tiered-pricing 
plans several years after the state 
improved health care price transparency.84 
Researchers who interviewed health care 
experts and stakeholders reported that 
“respondents viewed the state’s focus 
on price transparency as facilitating or 
accelerating benefit-design changes.” The 
tiered-pricing plans reward members for 
choosing high-value providers and charge 
patients much higher out-of-pocket fees 
for using the most expensive laboratories 
and outpatient surgery centers, which 
are usually affiliated with hospitals. For 
example, if patients insured through 
Anthem choose to have lab work done at 
free-standing facilities that the insurance 
company has classified into its lowest-price 
tier, they pay nothing out-of-pocket. At the 
least-expensive surgery facilities, patients 
pay fees that range from $75 to $100, 
versus full deductible and co-insurance 
fees at the most expensive providers. This 
tiered pricing incentive enabled Anthem 
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to offer lower premiums than insurers 
who did not use tiered pricing. (Tiered 
pricing, however, can put rural residents 
at a disadvantage. See “Changes to Health 
Insurance Incentives Could Disadvantage 
Patients in Rural Areas,” p. 24.)

Consumers have responded to the 
financial incentives like those offered by 
Anthem in New Hampshire by avoiding 
higher priced hospital-based labs and 
surgery centers in favor of lower-priced 
facilities. As patients have reduced their 
use of higher-priced options, hospitals 
have responded in several ways to lower 
their prices.85

·	 Some hospitals have agreed to reduce 
their prices for lab services, outpatient 
surgery and other care. This has 
enabled those facilities to qualify for 
inclusion on insurers’ list of lower-
priced facilities and to attract a higher 
patient volume.

·	 Three hospitals jointly established 
a lower-priced ambulatory surgery 
center located away from any hospital. 
Another hospital in the state set up 
a new urgent care center. These new 
clinics charge less than their hospital-
based counterparts, though they are 
not fully price competitive with free-
standing centers. 

In California, a combination of price 
transparency and financial incentives for 
consumers to choose lower-cost providers 
caused some higher-priced hospitals to 
lower their prices. CalPERS, which insures 
1.3 million patients, examined historic 
pricing information for its patients’ knee- 
and hip-replacement surgeries.86 It found 
a five-fold variation in prices that was un-
explained by differences in quality of care, 
leading it to establish reference pricing for 
those surgeries. CalPERS agreed to cover 
the cost of knee- and hip-replacement 
surgeries up to a certain price; above that 

price, patients were required to pay any 
additional charges. In response to this poli-
cy, 21.2 percent more patients used lower-
price hospitals and fewer patients opted 
for higher-price hospitals. Higher-price 
hospitals responded by cutting their prices 
by an average of 34 percent for CalPERS 
patients, though that overall reduction 
masks the fact that half of the higher-price 
hospitals raised their prices, a continua-
tion of an existing trend of higher annual 
prices, and half lowered them. (The aver-
age cut was much larger than the average 
increase.) The study concludes that the 
significant drop in prices “combined with 
the reductions in patient volumes” at more 
expensive facilities produced meaningful 
savings for CalPERs. (Note that the CalP-
ERS patient population is more stable than 
many other insurance plans, which makes 
it easier for the insurer to educate patients 
about how reference pricing works and 
perhaps produces a stronger patient re-
sponse to reference pricing.)

If designed correctly, tiered-pricing plans 
and reference pricing do not function 
the same as high-deductible health care 
plans, which may have the undesirable 
effect of causing patients to avoid needed 
care. Patients with high-deductible 
health insurance plans that do not help 
them identify high-value providers may 
delay or avoid seeking necessary care.87 
To avoid undesirable effects of placing a 
greater financial burden on consumers, 
new insurance plans need to be designed 
carefully and not be so complex that 
patients avoid seeking needed care.

Potential Downsides of Price 
Transparency for Providers
Improved price transparency for providers 
may have several downsides. These in-
clude a concern that increased availability 
of data on prices could cause providers to 
increase charges, reduce revenue for gen-
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eral hospitals, or disadvantage patients in 
areas with fewer providers.

Price Transparency Could Cause 
Providers to Increase Their Prices
A major concern about increased price 
transparency, whether targeted at 
consumers or providers, is that it could 
lead providers to increase their prices. This 
could happen through two paths. First, 
physicians, hospitals and other providers 
could become less willing to offer a lower 
price to large-volume insurers. Providers 
engage in this practice, called selective 
contracting, because it gives them a larger 
patient volume and ensures they are 
included in the plans offered by major 
insurers. However, if the prices negotiated 
through selective contracting are included 
in price transparency data, other insurers 
may begin to demand similar deals. 
Providers may not be able to offer that 
same discount to every insurer and thus 
may avoid offering it to any insurer.88 
Second, price transparency may make it 
possible for each provider to know what 
other providers charge, and therefore for 
them to raise prices in lockstep. 

The Federal Trade Commission (FTC) 
has expressed concern about both of 
these possible consequences. In 2015, 
the FTC released comments encouraging 
the Minnesota state legislature to be 
cautious about requiring too much 
health care transparency because it could 
reduce bidding and negotiations, leading 
providers to collude tacitly on prices.89 

A study by WestHealth Policy Center, 
however, argues that policymakers can 
establish guidelines that would prevent 
the anti-competitive impacts that concern 
the FTC. Health care providers could be 
required to release data that are more 
than a year old, for example, so that they 
can adjust prices to attract new patients 
without their competitors immediately 

finding out.90 Though year-old data are 
less useful to patients (because providers 
and insurers may negotiate new rates 
annually), a comprehensive list of year-
old prices may be a way to offer patients 
a sense of the relative prices charged by 
various providers and create a starting 
point for patients to seek more current 
and personalized price estimates. Another 
approach is to provide more recent price 
information in a way that is useful to 
consumers but difficult for competitors 
to use. For example, as a basic consumer 
principle, consumers should be able to 
look up or ask their provider or insurer 
for the price of a specific procedure, 
and ideally be able to learn the amount 
covered through their health insurance 
plan, not just an average payment figure. 
For this to provide some benefit for 
consumers, neither the provider nor 
insurer would need to publish a current 
full list of negotiated prices for all types 
of procedures. Providing actionable 
price estimates at the point of service if 
requested by individual consumers would 
be more useful for individual consumers 
than health care market competitors.

An additional approach policymakers 
could use to mitigate anti-competitive 
consequences enabled by price 
transparency is to end existing practices 
that may increase prices, such as “most-
favored nation” agreements. In such 
agreements, insurers require providers 
to promise that they won’t offer a lower 
price to any other health plan, thereby 
limiting the competitive potential of other 
insurers. Greater price transparency 
would enable insurers to enforce most-
favored nation agreements, but that 
anti-competitive risk goes away if such 
agreements are banned.91 (Even in the 
absence of greater price transparency, 
most-favored nation agreements are far 
more likely to increase health care prices 
than to lower them and thus should be 
prohibited.92)
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There have been few real-world stud-
ies of whether transparency increases or 
decreases medical prices, simply because 
health care price transparency in the Unit-
ed States is relatively new and its scope is 
limited. Short-term analyses, each look-
ing at just one or two years, found that 
transparency programs in California and 
New Hampshire had no impact on prices.93 
Given the dearth of examples to study in 
the health care realm, economists have 
looked to other industries for examples 
of what might happen. The Danish con-
crete industry is offered up as an example 
of how increased transparency can raise 
prices dramatically. Concrete suppliers in 
Denmark used to charge different prices 
to each customer until 1993, when federal 
authorities began requiring companies to 
publish their invoices.94 Over the next year, 
prices rose up to 20 percent.95 Of course, 
other experts question how applicable the 
Danish concrete market is to the American 
health care industry.96

Increased Price Transparency 
Could Threaten Important  
but Unprofitable Services 
Another concern about increased price 
transparency is that by spurring providers 
to reduce their prices for some services, 
general hospitals will lose their ability to 
“cross-subsidize” critical but unprofitable 
services by charging more for their profit-
able services.97 General hospitals provide a 
wide array of services, some of which are 
provided regardless of a patient’s ability to 
pay for care, such as trauma care, neonatal 
intensive care, and inpatient psychiatric 
services. Because these critical services 
are not adequately funded through gov-
ernment public health programs, general 
hospitals often resort to charging more for 
services where patients have greater abil-
ity to pay, and using that extra income to 
subsidize critical services. Specialized hos-
pitals, which have the option to offer only 

profitable, often elective, services, do not 
need to cross-subsidize any services, and 
are therefore able to offer their services 
for a lower price.98 They potentially can 
draw patients away from general hospitals, 
undermining these institutions that pro-
vide critically important care.

A 2006 study by researchers at Brandeis 
University raises the concern that medi-
cal price transparency will harm general 
hospitals by forcing them to lower prices 
to compete with specialized hospitals 
and limit their ability to cross-subsidize 
other services.99 The Brandeis researchers 
speculate that increased health care price 
transparency could force general hospitals 
to reduce wages and abandon unprofitable 
services to stay in operation.

However, the Healthcare Financial Man-
agement Association argues, in its Price 
Transparency Task Force report, that this 
should not be construed as an argument 
against price transparency. Instead, sepa-
rate policy solutions may be needed to 
ensure increased priced transparency does 
not jeopardize necessary yet unprofitable 
services.100 Such solutions could include 
government subsidies or a special assess-
ment on insurers to provide sufficient 
funding to keep critical facilities open. 
Another option would be to allow trauma 
centers, neonatal intensive care units and 
other medical facilities that are deemed 
essential to public health to collect extra 
fees from patients who are not paying out-
of-pocket. Oregon’s existing “certificate of 
need” program could help ensure these 
new subsidies or fees do not result in con-
struction of additional, unneeded facilities. 

Changes to Health Insurance 
Incentives Could Disadvantage 
Patients in Rural Areas
An additional concern about increased 
medical price transparency is that potential 
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cost savings may not be available to 
patients who live in rural areas with few 
providers. In New Hampshire, for example, 
improved price transparency prompted 
some insurance companies to create tiered 
plans that eliminate all out-of-pocket 
expenses for visits to labs and slash fees 
for outpatient surgery centers that are 
independent from hospital systems, but 
charge patients significantly more if they 
visit a higher-priced provider.101 While this 

enables insurers to offer less expensive 
health care plans, subscribers who live in 
rural parts of the state have to drive hours 
to the nearest low-cost provider or pay 
much higher out-of-pocket fees. Insurance 
plan design might need to be tailored to the 
limitations of areas with fewer providers, or 
perhaps consumers in those areas could be 
exempted from tiered pricing plans. Other 
strategies may be needed to address the 
high cost of care in rural areas.
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Oregon has already taken several 
important steps toward improving 
health care price transparency. The 

state’s all payer-all claims database collects 
information on most health care spending 
in Oregon, while its hospital median price 
report represents an initial commitment 
to increasing consumers’ access to health 
care prices. 

However, there is far more that the state 
could do to make health care prices 
fully available to patients, providers and 
insurers, to fulfill the basic consumer 
right to price information, and to begin to 
realize the potential savings in health care 
spending that transparency can enable. 

Oregon Health Care Prices 
Have Limited Transparency
Though Oregon has established several 
price transparency tools, Oregon 
consumers currently have a limited ability 
to learn the price of health care in advance 
of receiving treatment. Similarly, individual 
providers rarely know how much the 
services they provide or recommend for a 
patient will cost.

All Payer-All Claims Database
In 2009, Oregon passed legislation creat-
ing an all payer-all claims database that 
collects detailed data on medical and phar-
macy spending by commercial insurance 
companies, Medicaid and Medicare.102 

The database includes information on 80 
percent of health care spending in Oregon. 
Information in the state’s all payer-all 
claims database is not accessible to con-
sumers. Instead, it is used by researchers 
and policymakers. Researchers have used 
the spending information in the database 
to document price variation between hos-
pitals, and state agencies have used it to 
study various elements of health care in 
Oregon.103 

Oregon could do more with this tool. In 
other states, all payer-all claims databases 
have been put to broader uses, for 
example, allowing employers and health 
plans to identify higher-cost providers and 
craft policies to encourage patients to visit 
lower-cost providers. Oregon policymakers 
should explore the potential ramifications 
of allowing employers and health plans 
greater access to the database.104

Oregon Hospital Guide
Oregon provides patients with some basic 
information on hospital prices through 
a state-published report, produced 
annually as required in price transparency 
legislation adopted in 2015.105 The report 
includes the median amount paid to 
each hospital by private insurers for the 
most common inpatient and outpatient 
procedures. The law also requires the state 
to post the information on a consumer-
friendly website, but the state has not 
done so yet. (The Oregon Association of 
Hospitals and Health Systems posts this 

Improving Health Care Price 
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information on a website it operates.106) 
However, the data are not very useful for 
patients. 

First, the price information included in 
the state’s hospital payment report is the 
median amount paid by private insurers 
for each procedure, and does not include 
patients’ out-of-pocket contributions.107 
How much a procedure actually will cost 
depends on a patient’s insurance plan, 
which determines how much the patient 
pays out-of-pocket and how much the 
insurance company will pay directly to 
the care provider. To be truly useful to 
consumers, the information would need 
to be tailored to each patient’s insurance 
plan and coverage level.

Second, the report includes price 
information for hospital-based procedures 
only, though hospital care accounts for 
less than 40 percent of Oregon’s health 
care spending.108 This means patients can’t 
learn about the likely price of a visit to a 
specialist, a procedure at a surgery center, 
or any other care received outside of a 
hospital. In addition, the prices listed for 
hospital care do not necessarily include 
all the care that a patient might receive 
at a hospital, such as the services of an 
anesthesiologist or pathologist who is an 
independent contractor rather than an 
employee of the hospital.

Other Tools
Health care price information is available 
through additional avenues. Patients 
can call a provider directly and ask for 
an estimate, and retail clinics may post 
price information. These sources are not 
always perfect: providers may be unable 
to offer an estimate or refuse to commit 
to delivering the service at a fixed price, 
while the information presented by clinics 
may not be specific to a patient’s insurance 
plan. Many health insurance companies 
offer online price-shopping tools that 

are customized to reflect how much 
patients will owe based on their particular 
health insurance plan design.109 Some 
large employers offer health care price 
information to their employees through 
the websites of third-party providers, such 
as Castlight and Change Healthcare.

Recommendations for 
Improved Transparency
Oregon already collects extensive 
information about health care prices 
through its all payer-all claims database 
and offers median hospital price 
information to consumers, but it can do 
far more to improve price transparency for 
patients, providers and others. 

Simply making data available likely will 
not do enough to protect consumers from 
paying too much for health care services. 
Patients need access to information that 
is relevant and that they can act upon. 
Information should be presented in a 
format that will result in patients and 
providers using health care resources 
more wisely. In addition, it may need to 
be accompanied by financial incentives 
that encourage patients to use lower-
price providers and motivate higher-price 
providers to lower their prices. 

For patients, true price transparency 
includes several elements that are lacking 
from Oregon’s existing transparency 
tools. Policymakers, providers and 
insurers should seek to include these 
elements as they improve health care 
price transparency for consumers.

·	 Price estimates should include the 
full cost of an episode of care or the 
average cost of care ordered by a 
clinician. For example, the price of 
hospital-based care should include 
all costs billed by the hospital itself, 
plus the cost of care from unaffiliated 



28  Improving Price Transparency

providers such as anesthesiologists. 
For care from a primary care physician, 
patients may find it helpful to 
know the average price of lab tests, 
imaging and other services typically 
ordered by each doctor. One 2016 
research paper found that lower-price 
physicians order lower-price additional 
care, saving patients and insurers 
8.5 percent compared to higher-
price physicians.110 The results were 
not linked to geography or patient 
health status. The study suggests 
that patients who select a lower-
price physician may achieve greater 
reductions in health care spending 
than indicated by the simple price 
difference between physicians. 

·	 To ensure that patients are able to 
meaningfully compare and choose 
between health care options, 
information about the quality of care 
should be displayed alongside price 
information. This will limit the risk of 
patients assuming that more expensive 
doctors are inherently higher quality. A 
study conducted by researchers at the 
University of Oregon found that when 
price information is accompanied 
by “strong quality signals,” such as 
ratings of how well each provider 
accommodates patients’ preferences, 
consumers are significantly less likely 
to choose the highest cost option.111 
Additionally, study participants who 
were presented with the strongest 
indicators of quality were more likely 
to feel confident in their choice of 
health care provider.112 

Oregon policymakers could take steps 
to improve price transparency for 
consumers. 

·	 As a basic consumer right, patients 
should be able to ask for and receive 
information on the likely price of 
care at the “point of purchase,” such 

as the doctor’s office, hospital or 
imaging facility, as well as online. 
Oregon could require that health care 
providers supply a price estimate upon 
request, with the caveat that medical 
complications may increase the price. 

·	 Patients should be able to obtain 
price estimates for all types of care 
and services, including that received 
at hospitals, clinics, primary care 
physicians, specialists, dentists, labs 
and imaging centers. Oregon already 
collects much of this information in its 
all payer-all claims database and could 
expand data collection to include 
additional types of providers. 

·	 The scope of Oregon’s yet-to-be-
developed hospital price transparency 
website should be expanded to 
include price information from all 
providers included in the all payer-
all claims database. The expanded 
scope of information could begin with 
the categories of health care that 
consumers are most willing to shop 
for, such as lab work and imaging 
studies.

·	 Price information presented from the 
all payer-all claims database should 
ideally be as specific as possible to 
each patient’s particular insurance. 
Integrating patient-level information 
into a single, statewide website would 
be technologically very difficult. 
Instead, Oregon policymakers could 
require the website to present 
median price by payer, procedure and 
provider, much as New Hampshire’s 
price transparency website does.113

·	 To make it easier for patients to 
obtain more detailed information 
than is presented on the state’s 
price transparency website, the 
website could also include links to 
each major insurer’s website so that 
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patients can obtain more personalized 
information directly from their insurer. 
In particular, the insurance company 
could help the patient understand how 
much of the price would need to be 
paid by the patient versus the insurer, 
depending on how much money the 
patient has spent so far toward the 
annual deductible and out-of-pocket 
maximum.

·	 Using data in the state’s all payer-
all claims database, Oregon could 
explore the possibility of establishing 
benchmark prices for a wide range of 
procedures. These reference prices, 
which could be established regionally 
to account for variation in charges in 
different parts of the state, would give 
consumers a benchmark against which 
to evaluate a price estimate from a 
provider and provide patients with a 
sense of how much they might pay for 
quality care. 

·	 Oregon should remove barriers that 
may limit the comprehensiveness 
of third-party price transparency 
websites, such as Castlight, 
HealthSparq and ClearCostHealth. 
For example, the state could ban 
gag clauses that prohibit insurance 
companies and providers from 
revealing the prices they have 
negotiated with each other. Such 
gag clauses can limit the information 
available in price transparency tools. 

Policymakers could also pursue options to 
improve price transparency for providers.

·	 Oregon should explore requiring 
hospitals to include the price of 
laboratory and imaging tests in 
electronic health record systems 
so that providers can see price 
information when ordering. Displaying 
how much Medicare pays for each 
test would allow providers to gain a 

sense of the relative price of each test 
or procedure and evaluate it on that 
basis.114

·	 Oregon should also consider how 
the state could expand upon the 
information technology system that 
allows all emergency departments in 
the state to share information with 
each other. Oregon’s Emergency 
Department Information Exchange 
program links all 59 of the state’s 
hospitals and provides information on 
patients who have especially high use 
of emergency services. The fact that 
all hospitals in Oregon have a common 
information technology tool offers an 
opportunity to share more data over 
that network. Perhaps this existing 
platform could be expanded for use 
by staff throughout the hospital to 
access price information on frequently 
ordered tests and common referrals.

Oregon should improve the usefulness 
of its all payer-all claims database for 
researchers looking for opportunities to 
reduce health care spending. The state 
could include standard provider identifiers 
in its all payer-all claims database. 
Currently, the information submitted to 
the all payer-all claims database shows 
the identification number assigned to 
each provider by each payer, but it is not 
possible to match records on a provider 
across multiple payers.115 This limits the 
usefulness of the database for researchers 
who want to understand pricing patterns 
across the market. 

Oregon should pursue measures to 
ensure that greater price transparency 
does not have the undesirable 
consequence of increasing prices or 
undermining services that are critical to 
public health. The state should ban “most-
favored nation” agreements between 
providers and health insurers, in which a 
provider, after negotiating a price with an 
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insurer, agrees not to offer any competing 
insurer a lower price. The effect of most-
favored nation clauses in contracts is to 
discourage providers from offering deeper 
price discounts, essentially setting a price 
floor for health care services. Greater 
price transparency makes it easier for the 

insurer to confirm that the provider does 
not violate this agreement. Most-favored 
nation agreements can inflate health care 
prices even with current, limited price 
transparency. Banning such contract 
clauses could help providers negotiate 
prices with insurers. 
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