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Disclaimer

• All comments, observations, and forecasts 
are my own and in no way reflect the views 
of Vanderbilt University or any firm with 
which I am associated as a director or 
officer.

R. Lawrence Van Horn, Ph.D, MPH, MBA
Director, Center for Healthcare Market Innovation

Executive Director for Health Affairs
Associate Professor of Economics and Management

Associate Professor of Health Policy
Associate Professor of Law
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Today’s Rundown

• US Economic challenge and relationship to 
healthcare’s future

• The move to consumerism in healthcare
• Future opportunities for consumers

My goal:  Leave you with some framing and perspectives that will help 
you understand the economic realities facing the health care industry on 
a go forward
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Options to balance Medicare

Medicare Financial Challenge
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High Level Perspective

• Two factors are shaping private sector US health care 
delivery
– Changing Structure of Insurance
– Pricing of Health Care Services

• It has driven the supply side in ways that are not 
necessarily aligned with patient preferences.

• Patients are responding, changing how much, where 
and when they are consuming medical care today and 
likely in the future – the demand side

CONSUMERISM & PRICE 
TRANSPARENCY
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Figure 10

Figure 9

Premiums have increased 
3x over last 20 years
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THE PROBLEM

Economic Realities

1. Workers pay for all health insurance 
premiums through reduced wages 

1. The rapid growth of health insurance has 
reduced real wage growth for the last 40 years

2. Insurance is for high consequence, low 
probability events only.

1. It is a very costly and inefficient way to finance 
expenditures if not for the above.

2. The payment apparatus for health care costs 
more than $400B year
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Larry’s bill for care

Net $144

Net $192

Where things stand

• Patient’s are fearful of the financial 
consequences of getting health care and are 
searching for alternatives

• Providers lack the information on how their 
treatment decisions will impact their 
patients.

• Providers are frustrated and overwhelmed 
by dealing with the bureaucracy and 
complexity of getting paid.
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Cash price for a Chest Xray - Nashville

$27
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Increasing cash pay

May 2019 the first meeting
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Variation Matters!!  - Variation is consumer risk exposure

Insurance Bundle  Q1  Q3  Spread  Q1  Q3  Spread 
 Cash (Q3 - 

Q1)/Q1 
 Ins  (Q3 - 

Q1)/Q1 
 Spread over 

Spread 
MRI of Head (Orbit/Face/Neck) 646$       781$      135$      750$       3,549$       2,799$      21% 373% 20.7
Echocardiogram - Trans-Thoracic 619$       709$      90$        451$       1,547$       1,096$      15% 243% 12.2
Chest X-Ray 94$         111$      17$        37$         126$         89$          18% 241% 5.2
CT Scan of Chest 424$       504$      80$        462$       1,317$       855$         19% 185% 10.7
Mammogram of Two Breasts 227$       267$      40$        113$       284$         171$         18% 151% 4.3
Comprehensive Metabolic Test 20$         31$        11$        11$         27$           16$          55% 145% 1.5
Colonoscopy Screening 1,968$     2,310$    342$      969$       2,176$       1,207$      17% 125% 3.5
ACL or MCL Repair 9,192$     11,312$  2,120$   6,121$     11,665$     5,544$      23% 91% 2.6
Vasectomy 573$       636$      63$        1,538$     2,898$       1,360$      11% 88% 21.6
Angioplasty for Vein Blockage 13,496$   23,871$     10,375$    77%
Laparoscopic Gall Bladder Removal 7,230$     8,815$    1,585$   7,319$     12,901$     5,582$      22% 76% 3.5
C-Section Delivery 8,177$     9,462$    1,285$   9,454$     15,792$     6,338$      16% 67% 4.9
Tonsillectomy and Adenoidectomy, Over Age 12 3,166$     4,385$    1,219$   3,258$     5,361$       2,103$      39% 65% 1.7
Repair of Ventral Hernia 5,079$     5,903$    824$      3,810$     5,948$       2,138$      16% 56% 2.6
Knee Replacement 21,568$   25,166$  3,598$   22,822$   35,019$     12,197$    17% 53% 3.4
Vaginal Delivery 6,739$     8,053$    1,314$   6,784$     10,121$     3,337$      19% 49% 2.5
Back Surgery - Laminectomy 29,838$   32,722$  2,884$   44,848$   59,843$     14,995$    10% 33% 5.2

Mean 21% 125% 664%
Median 18% 89% 428%

Cash Prices Insurance Paid

Point: Mean and Medians are meaningless in light of underlying 
price variation

Commercial Paid Amount Condition Analysis

Region
Place of 
Service Service  min_cost  Average  max_cost 

min 
Percent 
Of CMS

avg cms 
rate

max cms 
rate variance

Midwest Region Hospital Colonoscopy Diagnostic with Biopsy 720$         2,464$      7,040$        58% 197% 563% 877%
Northeast Region Hospital Colonoscopy Diagnostic with Biopsy 712$         2,274$      7,456$        57% 182% 597% 948%
South Region Hospital Colonoscopy Diagnostic with Biopsy 886$         2,045$      5,105$        71% 164% 409% 476%
West Region Hospital Colonoscopy Diagnostic with Biopsy 1,282$      2,674$      5,964$        103% 214% 477% 365%

Midwest Region Hospital CT Angiography, Abdomen 549$         1,159$      2,005$        186% 393% 680% 266%
Northeast Region Hospital CT Angiography, Abdomen 576$         1,306$      2,151$        195% 443% 729% 274%
South Region Hospital CT Angiography, Abdomen 678$         1,063$      1,497$        230% 360% 508% 121%
West Region Hospital CT Angiography, Abdomen 1,212$      1,667$      2,333$        411% 565% 791% 92%

Midwest Region Hospital Mammogram of One Breast 85$           244$         509$           69% 198% 412% 497%
Northeast Region Hospital Mammogram of One Breast 92$           252$         653$           74% 204% 529% 612%
South Region Hospital Mammogram of One Breast 83$           241$         801$           67% 195% 649% 869%
West Region Hospital Mammogram of One Breast 92$           203$         480$           74% 165% 389% 423%

Midwest Region Hospital Mohs Surgery for Tumor Removal 2,360$      2,711$      3,622$        270% 311% 415% 53%
Northeast Region Hospital Mohs Surgery for Tumor Removal 2,379$      2,648$      3,596$        273% 303% 412% 51%
South Region Hospital Mohs Surgery for Tumor Removal 2,362$      2,503$      3,669$        271% 287% 420% 55%
West Region Hospital Mohs Surgery for Tumor Removal 2,432$      2,739$      3,498$        279% 314% 401% 44%
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Jacksonville, Tampa Bay, & Miami/Ft. Lauderdale Market 
Assessment

Miami/Ft. Lauderdale MSA (1.7x 
Medicare)

Tampa MSA (3.7x 
Medicare)

Jacksonville MSA (3.2x 
Medicare)

67% of hospitals 
concentrated to three
systems

84% of hospitals concentrated to 
three systems.  Please note, Trinity 
Health represents BayCare

70% of hospitals 
concentrated to five
systems.  

OP Commercial Allowance Multiples of Wage-Adjusted 
Medicare Florida Market

Jacksonville
(3.2)

Miami/Ft. 
Lauderdale 

(1.7)

Tampa 
Bay (3.7)

• Within the Jacksonville & 
Tampa markets, We notice 
different competition 
dynamics amongst 
providers.  

• We utilized several unique 
health systems within the 
Palm Beach & Broward 
county areas and noticed 
high degree of parity of 
Commercial multiples of 
Medicare
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Executive Order -June 24th 2019

Findings

• Commercial paid amounts average 290% of Medicare
– This finding corroborates RAND study

• There is meaningful price variation across region.
• There is an average 446% price variation for like 

services.
• A market basket of cash prices are 39% cheaper than 

a like basket of services paid for by third party payors.

The prices are all wrong
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The hospitals, including the American Hospital Association, argued in a 
lawsuit filed in United States District Court in Washington that the new rule “is 
unlawful, several times over.”

They argued that the administration exceeded its legal authority in issuing the 
rule last month as part of its efforts to make the health care system much more 
transparent to patients. The lawsuit contends the requirement to disclose their 
private negotiations with insurers violates their First Amendment rights.

Why industry pushback?

• Providers are concerned that they will lose 
their ability to get high rate from the payers 
who don’t have negotiating leverage

• Payers are concerned that they will lose 
their ability to get exclusive low rate where 
they have leverage

Rate negotiation should not be the primary source of 
value creation for consumers
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Less than 20% of hospitals in Tennessee are fully compliant with the 
CMS price transparency rule that went into effect on January 1, 2021. 
The rule mandates hospitals to publicly list negotiated rates for 300 
shoppable services online in a consumer-friendly format.

• A federal judge ruled against the American Hospital Association on Tuesday in its 
lawsuit attempting to block an HHS rule pushing for price transparency. The 
judge ruled in favor of the department, which requires hospitals to reveal private, 
negotiated rates with insurers beginning Jan. 1.

• U.S. District Court Judge Carl Nichols, an appointee of President Donald Trump, 
was swayed neither by AHA's argument that forcing hospitals to publicly disclose 
rates violates their First Amendment rights by forcing them to reveal proprietary 
information nor by the claim that it would chill negotiations between providers 
and payers. The judge characterized the First Amendment argument as "half-
hearted."

• Nichols seem convinced that the requirement will empower patients, noting in 
Tuesday's summary judgment in favor of the administration that "all of the 
information required to be published by the Final Rule can allow patients to make 
pricing comparisons between hospitals.“

• The ruling is a blow for hospitals, which have been adamantly opposed to disclosing their privately 
negotiated rates since HHS first unveiled its proposal in July 2019. AHA did not immediately reply to a 
request for comment on whether it planned to appeal.
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May 7, 2021

April 14, 2021
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Observation

• This level of price variation for the same 
service in the same market is evidence of 
market failure.

• The price variation cannot be substantiated 
based on quality differences.
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Cross subsidies are not sustainable

• Providers use commercial to cross subsidize 
Medicare, Medicaid, Uninsured through 
high rate.

• Providers use surgical services to cross 
subsidize medical services.

SUBSIDY GENERATORS HAVE AN INCENTIVE TO DEFECT!

SO where does this leave us 

• Patient’s and consumers are losing confidence in 
the delivery system – They are looking for 
alternatives

• They want financial certainty
• They don’t want limitations on who they can see 

based on insurer contracts
• Insurance is a very inefficient way of funding 

anything.
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The first example of transparent pricing!

INNOVATIVE SOLUTIONS
ANCHORED IN TRANSPARENT 
PRICES
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2011

Growth of Direct Primary Care – Cash Membership
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Cars.com for health care – price comparison tools

Expedia for Healthcare…..
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The future path

• Care is migrating away from institutional 
settings to the home.

• Trends toward eliminating middlemen and 
insurance between patient and provider

• Cash is a frictionless form of exchange that 
makes patients and providers better off saving 
more than $400B of non-value added costs.

• Access is improved thereby improving patient 
choice and provider frustrations.

A new insurance model based on cash
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For more context and information…..
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Faculty
Dr. Larry Van Horn, Ph.D., M.P.H., M.B.A. is an associate professor of economics & manage-
ment at Vanderbilt University, executive director for Health Affairs at the Owen Graduate School of 
Management, associate professor of law at Vanderbilt Law School and associate professor of Health 
Policy at Vanderbilt School of Medicine in Nashville, Tenn. and is a leading expert and researcher 
on health care management and economics. His current research focus centers around the shift to 
consumer purchasing of health care and the impact it will have on new delivery models. Dr. Van 
Horn’s research has appeared in such leading journals as the Journal of Health Economics, the New 
England Journal of Medicine and the Harvard Business Review. His commentary regarding health 
care economics appears frequently in mainstream media, including USA Today to Fox Business. 
Dr. Van Horn is responsible for the graduate health care programs at the Owen Graduate School of 
Management at Vanderbilt University, and he founded and directs its Center for Healthcare Market 
Innovation. He also holds courtesy appointments in both the medical and law schools. Dr. Van Horn 
has consulted with most of the largest hospital systems and insurers in the U.S. on data analysis and 
antitrust concerns, among other topics, and he co-created and has co-directed the Nashville Health-
care Council Fellows Program. Dr. Van Horn is the founder and CEO of Preverity Inc., founder and 
partner of LVH Economics LLC, and a senior professional with Berkeley Research Group. He also 
is on the board of directors for Community Health Care Realty Trust, Savida, Harrow and Preverity. 
He previously served on the boards of Quorum Health Corp. and Pierian BioSciences. Dr. Van Horn 
is a member of the CEO Council for Council Capital, and serves on the advisory boards for Harpeth 
Capital and the Mainsail Group. He received his B.A. in philosophy from the University of Roches-
ter, his M.B.A. from the University of Rochester’s William E. Simon Graduate School of Business, 
his M.P.H. from the University of Rochester’s School of Medicine and his Ph.D. in Managerial Eco-
nomics and Decision Sciences The Wharton School at the University of Pennsylvania.




