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Price Discrepancies in Hospital Services Revealed

On September 18, 2023, the Journal of the American
Medical Association (JAMA) published a study comparing
online hospital pricing and pricing given over the telephone
for shoppable hospital services.! Hospitals in the U.S. are
required to post pricing online for specified services, but it
was unknown whether or not hospitals quoted the same
prices to telephone callers as they posted online.? This
Health Capital Topics article will discuss the topic of price
discrepancy and the difficulties with cost comparison.

As healthcare costs continue to rise, price transparency has
become a focus of regulatory rulemaking. In 2021, the
Centers for Medicare & Medicaid Services (CMS)
implemented a final rule that mandated all U.S. hospitals to
publicly display prices.® Hospitals were required to post on
their website 300 shoppable services and their
corresponding prices in a consumer-friendly manner.*
However, as of February 2023, just over two years after the
final rule went into effect, only about 25% of hospitals were
in compliance with all of the rule’s requirements.® The final
rule currently allows for fines up to $2 million for hospitals
that do not post prices, but there is no mechanism through
which CMS can audit hospitals to determine if they are
posting misleading prices and erroneous data.® To date, 14
hospitals have been fined a total of $4.6 million by CMS for
noncompliance with the rule.’

The JAMA study, conducted in 2022, over one year after the
enactment of the Hospital Price Transparency Rule, found
poor correlation between prices that were offered over the
telephone to secret shoppers and prices that were posted
online by hospitals.® Results highlighted the ongoing issues
in hospitals communicating their pricing, as well as for
patients who shop comparatively for healthcare.® The study
analyzed prices for two services — vaginal childbirth and
brain magnetic resonance imaging (MRI) — across 60
representative hospitals classified as either: a top-ranked
hospital, a safety-net hospital, or a non-top-ranked, non-
safety-net hospital. Of the 60 hospitals analyzed, only 22
(just over one-third of hospitals) provided both online and
phone pricing estimates for vaginal childbirth, and only
three of those hospitals provided matching estimates.'® Nine
hospitals provided pricing estimates via phone that differed
by more than 50% from the online price, and ten hospitals
provided estimates that were within 25% of the online
price.* For brain MRI, 47 of the 60 hospitals provided both
online and phone pricing estimates, but only nine provided
matching estimates. Twelve hospitals provided phone price
estimates that differed by at least 50% from their online
estimates, and 31 hospitals provided phone price estimates
within 25% of the online price. 2
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Overall, safety-net hospitals had the lowest online prices of
the three hospital categories for both vaginal childbirth and
brain MRI, but similar telephone prices compared to the
other two hospital categories. Online pricing for vaginal
childbirth varied widely among hospitals, with prices
ranging from $0 to $55,221 among highly-ranked
institutions and from $4,361 to $14,377 among safety-net
hospitals.® Online prices for brain MRIs had a somewhat
tighter range, with price estimates between $481 and $7,307
at highly-ranked hospitals and between $418 and $6,864 at
safety-net hospitals. The study’s findings highlighted the
implausibility and inaccuracy of the online pricing,
providing an example of the same hospital quoting the cost
of childbirth as $0 and the cost of a brain MRI as $166,000.*
According to the study, a variety of factors account for the
discrepancies in pricing. For example, hospital billing staff
may not be adequately trained or may be unaware of the
online price estimator tool.*®

Notably, the study was co-authored by affiliates of the
University of Texas’s Medical Branch, the Baylor College
of Medicine, and Mark Cuban, billionaire entrepreneur and
co-founder of the Mark Cuban Cost Plus Drug Company,
who has been a big advocate for transparent and affordable
pricing on drugs.®

This newest study is in line with other analyses of the
Hospital Price Transparency Rule, which found various
issues with reported services and prices. For example,
inconsistencies exist in which services corresponded with
which prices, making price comparisons difficult.}” Critical
information for interpreting price applicability, such as the
payor class and contracting method, was often missing.®
The quality of data also varied widely, with some hip and
knee replacement data suggesting hospital prices were under
$1,000 for the procedure, while other data suggested prices
exceeding $1 million.® While CMS provides suggested
guidelines regarding the formatting, validation, and quality
of data, hospitals are not required to comply with those
suggestions.

While federal policy related to hospital price transparency is
certainly not perfect, CMS’s final rule did succeed in
making publicly available some data related to negotiated
charges between providers and payers, regardless how
reliable.?® As the JAMA authors note, the study’s “results
illustrate the promise of and substantial barriers to
translating newly available hospital price data into
actionable information that ultimately facilitates
comparison shopping.”? Whether further regulations will
be enacted to ensure true price comparison remains to be
seen.
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Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABYV, is the President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas
of valuation and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 25 years of experience providing
valuation, financial, transaction and strategic advisory services nationwide in
over 2,000 transactions and joint ventures. Mr. Zigrang is also considered an
expert in the field of healthcare compensation for physicians, executives and other
professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare - 2nd
Edition” [AICPA - 2015], numerous chapters in legal treatises and anthologies,
and peer-reviewed and industry articles such as: The Guide to Valuing Physician
. Compensation and Healthcare Service Arrangements (BVR/AHLA); The
=4 ® % Accountant’s Business Manual (AICPA); Valuing Professional Practices and
Licenses (Aspen Publishers); Valuation Strategies,; Business Appraisal Practice;
and, NACVA QuickRead. Additionally, Mr. Zigrang has served as faculty before professional and trade
associations such as the American Society of Appraisers (ASA); the National Association of Certified Valuators
and Analysts (NACVA); the American Health Lawyers Association (AHLA); the American Bar Association
(ABA); the Association of International Certified Professional Accountants (AICPA); the Physician Hospitals
of America (PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial Management
Association (HFMA); and, the CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare
Executives (FACHE) and holds the Certified Valuation Analyst (CVA) designation from NACVA. Mr. Zigrang
also holds the Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers,
where he has served as President of the St. Louis Chapter. He is also a member of the America Association
of Provider Compensation Professionals (AAPCP), AHLA, AICPA, NACVA, NSCHBC, and, the Society of
OMS Administrators (SOMSA).

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President and General Counsel
of HCC. Her work focuses on the areas of Certificate of Need (CON) preparation
and consulting, as well as project management and consulting services related to
the impact of both federal and state regulations on healthcare transactions. In that
role, Ms. Bailey-Wheaton provides research services necessary to support certified
opinions of value related to the Fair Market Value and Commercial Reasonableness
of transactions related to healthcare enterprises, assets, and services.

Additionally, Ms. Bailey-Wheaton heads HCC’s CON and regulatory consulting
service line. In this role, she prepares CON applications, including providing
services such as: health planning; researching, developing, documenting, and
reporting the market utilization demand and “need” for the proposed services in the
subject market service area(s); researching and assisting legal counsel in meeting
@ % regulatory. r.equirements relating to licensigg and CQN a.ppli.c.atio.n developme-nt;

and, providing any requested support services required in litigation challenging
rules or decisions promulgated by a state agency. Ms. Bailey-Wheaton has also been engaged by both state
government agencies and CON applicants to conduct an independent review of one or more CON applications
and provide opinions on a variety of areas related to healthcare planning. She has been certified as an expert in
healthcare planning in the State of Alabama.

Ms. Bailey-Wheaton is the co-author of numerous peer-reviewed and industry articles in publications such as:
The Health Lawyer; Physician Leadership Journal, The Journal of Vascular Surgery; St. Louis Metropolitan
Medicine; Chicago Medicine; The Value Examiner; and QuickRead. She has previously presented before the
ABA, the NACVA, and the NSCHBC. She serves on the editorial boards of NACVA’s QuickRead and AHLA’s
Journal of Health & Life Sciences Law.

Janvi R. Shah, MBA, MSF, serves as Senior Financial Analyst of HCC. Mrs. Shah
holds a M.S. in Finance from Washington University Saint Louis. She develops
fair market value and commercial reasonableness opinions related to healthcare
| enterprises, assets, and services. In addition she prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most probable
future net economic benefit related to healthcare enterprises, assets, and services
and applies utilization demand and reimbursement trends to project professional
medical revenue streams and ancillary services and technical component (ASTC)
revenue streams.
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