[HCCHRERt

Shopping for Health Care Makes
“Cents” for Consumers

Estimates of the potential financial benefits to consumers as they shop

for elective medical care

Historically, consumers have not had
consistent access to health care price
and quality information when choos-
ing a doctor or seeking a particular
treatment. Meanwhile, prices continue
to rise with little or no relationship to
the measureable quality of care pro-
vided. Consumers are also increasing-
ly expected to finance larger propor-
tions of the costs of their care. More
than ever before, consumers can bene-
fit financially from shopping for health
care services. This data brief high-
lights the variation that exists in actual
prices paid for common health care
services; and illustrates how much
consumers’ expenditures can be im-
pacted.

The financial benefits from shopping
for health care are growing

The rise of high deductible health
plans (HDHPs) and health savings ac-
counts (HSAs) along with continued
increases in health care expenditures
makes it essential that consumers
shop for health care. As total health
care expenditures increase, so does
the financial burden on consumers.
Nationally, out-of-pocket medical
spending for adults with employer
sponsored insurance (ESI) rose 6.9%
from $662 per capita in 2012 to $707
in 2013. This out-of-pocket spending
accounted for 15.2% of the total per
capita health care expenditures in
2013. Table 1 presents the national
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and state per capita out-of-pocket ex-
penditures and the percent of the total
health care expenditures accounted
for by out-of-pocket spending in the
adult ESI population. The state level
data shows the same growing finan-
cial burden on consumers as the na-
tional data. For instance, out-of-pocket
spending in Colorado rose from $715
per capitain 2012 to $768 in 2013, a
7.4% increase. Differences observed
are a function of factors such as age,
health status, input prices (e.g., labor),
and plan design, which were not the
focus of this brief and not controlled
for in the analyses.

Consumers need access to the rele-
vant price of health care services

For insured consumers, the magnitude
of potential savings may not be appar-
ent. The actual amount paid— the
price negotiated between a consum-
er’s insurer and health care provid-
er— is the price that is most relevant
to consumers’ decisions. Moreover,
consumers need to know what portion
of that amount they will ultimately
pay. Unfortunately, the actual
amounts paid are rarely available to
consumers due to the many antitrust,
privacy, and company confidentiality
restrictions surrounding those prices.
Research has shown that even actual
amounts paid often vary, again with
little association to measureable quali-

ty.1
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Consumers’ out-of-pocket health care
spending is rising

Per capita out-of-pocket spending for the
employer sponsored insurance popula-
tion rose from $662 to $707 in 2013.

Consumers out-of-pocket spending is
affected by variations in the prices

The national average variation in com-
mercially insured consumer out-of-
pocket spending for a non-contrast
MRI—hip/knee/ankle was $342 in 2013.

For the purposes of this data brief, actual
amounts paid were used to estimate the var-
iations in actual amounts paid and the im-
pact this variation has on consumers’ prices.
The analysis was performed with national
data and the impact on consumers was illus-
trated in a select number of states. Five com-
monly used and elective (i.e., “shoppable”)
CPT codes (Current Procedural Terminology
codes) were included in the analysis (a visit
to a physician, colonoscopy, cataract remov-
al, lower leg MR, and obstetric ultrasound).
CPT codes are the standard industry codes
used by health care providers to bill insur-
ance companies. Each code is associated
with a particular procedure or service. Many
encounters with health care providers result
in multiple codes; however, by analyzing the
prices of specific codes, rather than the price
of all codes occurring during an encounter,
the variation in price is identified from an
“apples to apples” comparison.

Consumers can save dollars when they
shop for health care

For insured consumers, price variations are
relevant because they can translate into larg-
er out-of-pocket prices. The existence of var-
iations in prices implies that some consum-
ers are receiving care from providers who
are paid higher actual amounts than others.
Consumers who use these higher priced



health care providers are likely paying a
higher amount out of pocket. Table 2
shows the average variation in out-of-
pocket spending by procedure. In other
words, Table 2 presents national and
selected state level estimates of the
magnitude of the potential savings con-
sumers’ could achieve if they shopped
for lower priced health care providers.

The average out-of-pocket spending
variation for each procedure was esti-
mated by applying the national average
out-of-pocket price percentage for each
code to the amount of price variation for
the same code nationally or within a
state. Next, the average percentage of
consumer out-of-pocket prices was cal-
culated for each code from the national
data. Finally, the consumer price varia-
tion was multiplied by the out-of-pocket
percentage to produce estimates of con-
sumer out-of-pocket price variations.
Because consumers’ out-of-pocket ex-
penditures are a function of where they
are in their deductible, their coinsur-
ance, and their co-pays consumers’ ex-
periences will vary. For example, the
national price variation for cataract re-
moval was $2,242; the average out-of-
pocket percentage for cataract extrac-
tion was 20% of the actual amount paid.
Thus, the national average variation in
consumer out-of-pocket spending for
the procedure was estimated to be $444.

For a physician visit the possible savings
is minimal relative to other procedures
but not trivial. For other procedures
such as cataract removal or an MR, the
possible savings could be a substantial
benefit to many household incomes. For
example, the median U.S. household in-
come in 2013 was $52,250 per year or
approximately $4,354 per month.2 The
estimate of national variation in out-of-
pocket MRI prices ($342) was over 7.8%
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of the monthly median household in-
come in 2013.

Some may interpret the out-of-pocket
variations as discouraging, but the re-
sults demonstrate that there are real
opportunities for consumers to save on
health care spending. Fortunately, new
resources, including the forthcoming
HCCI transparency initiative, are making
it possible for consumers to find the in-
formation they need to begin shopping
for health care. Hopefully, with reliable
price and quality information, consum-
ers will be able to make better decisions
and save money.

Data and Methods

HCCI’s data set includes de-identified,
HIPPA compliant health insurance
claims from multiple national health
insurers, representing over 50 million
covered lives. The data include infor-
mation on the actual amounts paid to
providers for services. The data used to
calculate price variations and procedure
specific average out-of-pocket prices
included both individual insurance and
ESI claims for all ages from the 2013
HCCI claims data. The per capita out-of-
pocket adult ESI medical spending and
share of total per capita ESI spending
was calculated using the same data and
methodology as the 2013 Health Care
Cost and Utilization Report and accom-
panying Issue Brief.3

Price variation, at the national and state
level, was calculated for a claim line as
the difference between the 75th and 25t
percentiles of actual amounts paid (i.e.,
the interquartile range) for CPT codes:
99203, 45378, 66984, 73721, and
76805. These codes were chosen
because they are common among the
commercially insured population and
generally consumers have some
discretion about when and where to
receive these services. For the surgical

HEALTH CARE COST
NS T I TUTE

(45378 and 66984) and radiology codes
(73721 and 76805), both the physician
and facility price component was
included. State level estimates were
reported for states with a sufficient
sample size to report reliable CPT code
level estimates.

The variation in out-of-pocket prices for
each CPT code was also estimated for
the claim line. All deductible payments
plus co-insurance and co-payments
associated with the CPT code claim line
were divided by the actual amount paid
to calculate out-of-pocket price as a
percent of the total payment. The
national average out-of-pocket payment
percentage for each code was used to
approximate the out- of-pocket
spending variation using the national
and state level CPT code price
variations. Differences in out-of-pocket
prices across claims and by procedure
are the result of differing populations,
utilization, and plan benefit designs.
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Table 2: Average variation in consumer out-of-pocket
prices for common health care procedures in 2013

(131,23 vi_s USETs Non-contrast MRI - Obstetrical
evaluatlo.n of Colonoscopy Cataract removal hip/knee,/ankle ultrasound
new patient
u.s. $19 $130 $444 $342 $72
AZ $10 $81 $42 $85 $26
(610) $12 $83 $239 $231 $54
FL $15 $67 $148 $89 $51
GA $17 $133 $490 $214 $43
MD $13 $24 $98 $64 $49
NJ $20 $103 $137 $214 $97
OH $14 $124 $386 $414 $38
X $16 $117 $458 $416 $45
wi $35 $214 $989 $476 $160

Source: HCCI, 2015.
Notes: Data represents all ages of individuals covered by individual and ESI plans in 2013. Actuarial completion was performed. Values are

rounded to the nearest dollar. The values reported in the table are variations measured as the interquartile range calculated nationally or
within a state. The analysis was not designed to compare the results across states. Comparing variations across states without information
about the underlying price levels could lead to inaccurate or misleading conclusions. Individual consumers’ out-of-pocket payment experi-
ences may vary and some plans may cover 100% of certain services as “preventive care.”
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