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Don’t Be Late!
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Challenges of Healthcare Costs
Healthcare Spending (overall and specifically for the consumer) Continues to Rise

https://www.healthsystemtracker.org/chart-collection/u-s-spendinghealthcare-changed-time/#item-on-a-per-capita-basis-healthspending-has-grown-substantially_2017

https://www.healthsystemtracker.org/chart-collection/u-s-spending-healthcare-changedtime/#item-hospital-and-physician-services-represent-half-of-total-health-spending
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For an Average Family, Healthcare Costs…

$17,749/year

That’s like driving a nice car into a lake every
year.
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CMS Makes Price Transparency Actionable
•

Jan 1, 2019: hospitals officially required to publish their standard list of prices online in a machinereadable format

•

Hospitals have to update the list of prices at least annually

•

There are no hospitals operating within the United States with exemptions from this requirement under
the current policy

“This payment proposal takes important steps toward a
Medicare system that puts patients in charge of their care
and allows them to receive the quality and price information
needed to drive competition and increase value.”

- Alex Azar, Secretary of Health and Human Services
Source: https://www.healthleadersmedia.com/finance/put-chargemaster-online-2019-says-cms-proposal
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Remarks From HHS Secretary Azar

Source: https://video.foxbusiness.com/v/5999985304001/#sp=show-clips
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Key Takeaways from Secretary Azar
• “Restore the

patient as the consumer”

•

Market based competition

•

Reduce Costs

Source: https://video.foxbusiness.com/v/5999985304001/#sp=showclips
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Then There’s This…
•

CMS is aiming to make healthcare more like a retail experience when it comes to quality
and price shopping

•

CMS issued a Source Sought Notice for a “web-based platform to support healthcare
pricing comparison and bidding activity.”

•

Posting standard charges appears to be just the first step

•

CMS launches their Procedure Payment Lookup tool
“If you’re buying a car or pretty much anything
else, you’re able to do some research. You’re
able to know what the quality is. You’re able to
make comparisons. Why shouldn’t we be able to
do that in healthcare? Every healthcare
consumer wants that.”
-Seema Verma, CMS Administrator
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CMS Launches Outpatient Pricing Tool
The anticipated outcome is for patients to understand there can be a substantial out-of-pocket difference
based on where the service is performed

Procedure Payment Lookup
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What Company Is This?
• 75 Million riders
• 10 Billion trips completed worldwide
• 65 countries
• 600+ cities
• 15 Million trips each day
• 80+% share of the ride hailing market
• $62 Billion valuation
https://www.uber.com/newsroom/company-info/
https://expandedramblings.com/index.php/uberstatistics/
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The Tipping Point: Transportation Industry
Global Net Revenue of Uber 2013 – 2017 (billions)

• Dec 2008: Travis Kalanick and
Garrett Camp can’t get a cab on a
snowy night in Paris and form the
idea of UberCab
• May 2015:

Uber is in 300 cities

• Dec 2015: Uber hits 1 billion trips
• Dec 2016: Uber is in 500 cities
• May 2017: Uber hits 5 billion trips

https://www.statista.com
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Uber Takes Market Share in 2 Years

https://www.businessinsider.com/uber-lyft-are-gaining-even-more-market-share-over-taxis-and-rentals-2018-7
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What’s the Lesson?
• Be Convenient &
Transparent
• Focus on Efficiency
• Provide A Better
Consumer Experience

https://www.ridester.com/ridesharing-vs-taxi/
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CVS/Aetna Merger

“We have an opportunity to transform an industry that has gotten way too complicated. We know we
can do a better job of helping people achieve their best health at a lower cost.”
- CVS CEO Larry Merlo
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CVS/Aetna Merger – Disruption is Inevitable
• Healthcare executives are expecting more disruption in the
industry
• 81% of executives, clinical leaders and clinicians expect
disruptive mergers to continue impacting the industry in the next
three years
• Which company will have significant impact?
•

50% said

•

42% said

•

27% said

•

22% said
Source: https://www.healthcarefinancenews.com/news/cvs-and-aetna-merger-disruptive-signfuture
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Pricing Terminology Level-Set
Patients want to know what it will cost THEM and how CMS is aligning to this direction.

Charges

Price

Cost

The retail price of all
charges that roll up
to a particular service
(the hospital’s CDM
price)

The discount price is
a lower rate that
payers / patients
negotiate (the
(‘contractual rate’ /
‘allowable’ / self-pay
discount)

In this case, it is the
patient’s financial
responsibility (their
cost for the service
based on benefit
coverage and the
discounted price).

These are critical distinctions for the new mindset for a digital
PATIENT-CENTRIC approach.
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Taking Control of the ‘Price’ Message

Patient ‘shops’
for services

Patient finds
conflicting
information
Gulf Coast Medical Center, a
typical hospital with a standard
CDM, has a price of $8,897

Patient with highdeductible health plan
compares ‘Prices” for an
abdomen CT scan
Patient is insured and
responsible for:
• $50 copay
• 20% co-insurance
• $2,500 deductible/year
• $1,300 remaining OOP

Pricing Reality
Gulf Coast’s charge is $8,897,
the insurance allowable is $1,650,
so the patient’s price is really $380
($1,650*20% + $50)

MedSolution, a non-hospital
imaging center, has a price of
$286

MedSolution’s charge is $2,300,
the insurance allowable is
$1,186
so the patient’s price is $286
($1186*20% + $50)

Change the
Narrative
Key Message
• Quality
• Convenience
• Outcomes

Minimize
• Price Differences

NPR Story on the price differences of an abdomen CT Scan

18

18

6

5/15/2019

How Have Hospitals Responded to CMS Mandate?
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How Have Hospitals Responded to CMS Mandate?
Texas Children’s Cost Estimate
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How Did Hospitals Respond?

Posting Charges

Offering Estimates

86%

87%
posted chargemaster in downloadable,
machine-readable format

included a phone number to contact
for more information or an estimate

10%

38%
included DRG information

include the ability to get an estimate
directly from the website

100%
offered an online payment option

National
Source: Survey of 84 hospital websites in 34 different states
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Best Practice Recommendation
Disclaimer & Consumer
Education Material
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Best Practice Recommendation (cont.)
Acknowledgement / Information
Request
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What Did Hospitals Include in CDM File?

100%
included the description and the charge

14%

48%

included the CPT code

included charge code

5%

88%

included revenue code

included pharmacy and supply
National

Source: Survey of 84 hospital websites in 34 different states
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What Are the National Media Headlines?
CNN

“While more information is
always welcome, the new data
will fall short of providing most
consumers with usable insight.”

Modern Healthcare

“Price transparency
stumbled out of the gate
last week…”
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Tips to Respond to Media Inquiries

✓ Acknowledge
✓ Apologize
✓ Action

Source: https://www.ultrariskadvisors.com/5-tips-handling-media-healthcare-crisis/
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What Are the Wisconsin Headlines?

Source: https://www.wpr.org/federal-rule-makes-hospitals-post-prices-increase-transparency-competition
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What Will Be the Next Set of Requirements?
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Latest From CMS (post January 1)

Source: https://www.healthcarefinancenews.com/news/hospitals-posting-prices-online-first-step-cms-administrator-seema-verma-says
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Latest From CMS (cont.)
•

CMS acknowledged…Some hospitals are combining the chargemaster price
with a patient's individual insurance calculation to give them a better idea of cost

•

"While many hospitals have said chargemaster information can be confusing for
consumers, let me be clear, hospitals don't have to wait for us to go further in
helping their patients understand what their care will cost”, Seema Verma, CMS
Administrator.

•

“We look forward to more facilities exceeding our requirements,” Seema Verma,
CMS Administrator.

Source: https://www.healthcarefinancenews.com/news/hospitals-posting-prices-online-first-step-cms-administrator-seema-verma-says
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New Consumer Demands
New Consumer Demands
When it comes to helping plan out how to pay for a healthcare service, what are the most important
things your doctor, hospital, or medical facility can provide you? (% rank in top 3)
Estimate of bill prior to care

79%

Flexible payment plan options

64%

A consolidated bill that
includes total cost of visit

56%
46%

Discount for prompt payment
Ability to pay bill online / on
mobile device
Counselors to determine if you
qualify for financial assistance

46% ranked as
#1 most
important

33%
22%
Florida Hospital presentation at the Becker’s Healthcare Conference 2018
(Transparency Consumer Survey | advisory.com)
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Future Projections
Instead of providing an estimate for individual services, CMS anticipates
requirements to move to a total cost-of-care estimate.

Our mindset and goal
should be to provide an
Expedia experience…

‘Bundle and Save’

32

32

New Consumer Demands
Dramatic rise in smartphone ownership is
revolutionizing the consumer experience
Smartphone penetration (% of US mobile users) 1

13% →
84% in less
than 9 years

1 Verizon

market research
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Why an Integrated Retail & Discount Pricing Strategy?

CMS is
Demanding
it

Payers &
Employers
Expect a
Discount

Consumers
don’t feel
obligated

Consumers
are
searching

100%

100%

36%

90%

Posting
Charges

Expect a
Discount

Are
Shopping

Expect
it

Consumers will
Vote with their Wallet
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Example Patient Estimates
Start with
Patient Education

Gather Patient/Insurance
Information

Provide Consumers with an
Accurate Cost Estimate
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Example Patient Estimates
Patient Information

Insurance Information

Benefit Information and
Facility Selection
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Example Patient Estimates
Patient Information

Service Information

Estimate – Combined
Technical and Professional
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Key Components for an Ideal
• Easy-to-Use

Consumer-facing Estimate tool

• Logical and graphically appealing

• Accurate
• Based on historical service & payer-mix patterns
• Easily captures & integrates patient eligibility and benefit information
• Models each payer’s contractual reimbursement
• The patient’s co-insurance which is based on the allowable is the largest portion of the patient responsibility
calculations

• Integration
• Simple hyperlink on your website
• Workflow
• Knowledge
• What are your consumer patterns (when are the shopping, what are they looking for, are they converting to
scheduled services)
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Key Components To Win In the
New Age of Pricing Transparency
• Patients have new consumer expectations

• Think strategically about competition and market share
–
–
–
–

How do you position your hospital?
What do you want your hospital to be known as?
Understand your competition
Commodity items won’t keep you viable anymore

• Understand how this impacts payer negotiations
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Managing the Key Component

An Accurate

ALLOWABLE
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Taking Control of the Message for
Charge / Price / Cost

Providers
have a
Retail Price
A Medical Center has
a charge of $8,897.

Providers Accept
a Discounted
Price
A Medical Center has
negotiated rates or
allowables various payers:

Consumers want to quickly know
their financial responsibility
(co-pay, co-insurance via the
allowable, deductible, OOP, etc.)

Medicare:
$1,250
Medicaid:
$1,000
BCBS:
$1,650
Other Payers: $2,500
Self Pay:
$3,000

Medicare:
$85
Medicaid:
$0-5
BCBS:
$0 - $1,650
Other Payers: $0 - $2,500
Self Pay:
$1,000 - $3,000

The charge is billed
to all payers.
The charge is now
posted on the web.

Patients Have a
Higher Financial
Responsibility

Pricing /
Collection
Reality
Establish a reasonable charge
(market, payer/consumer
expectations, etc.)
Negotiate optimal allowables
based on volume and mix.
Incorporate tools to insure
payers/patients know & are
accountable for their payment
Monitor collections results /
sources.

Based on the NPR Story on the price differences of an abdomen CT Scan
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Don’t Be Late!
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Thank You!

Questions?
Michael Lohrer
Vice President, Revenue Strategy
Michael.Lohrer@pmmconline.com
704-353-9155
Connect on LinkedIn

Chad Shields
Vice President, Revenue Strategy
Chad.Shields@pmmconline.com
704-944-3055
Connect on LinkedIn
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