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Required 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.
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Roadmap

• Background fundamentals through the eyes of an 
economist

• Big Picture Economic Challenges

• How we have lost our way solving the patient problem

• Consumer mindset and needs

• The opportunity for providers
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Background
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Background
1) We are broke

2) Health care doesn’t create health

3) We consume too much

4) Health care is dangerous
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UGH!!!!!!!!!!
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In 1960 median household 
income = $5600

• Baby delivery was 4.1% of HH 
income

In 2024 median household 
income = $77,397

• Baby delivery average 
according to KFF average is 
$18,865

• Baby delivery is 24% of HH 
income

Impoverishing Americans by producing humans

$3179
today
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Determinants of Health

Determinants of Health Visualized 

(goinvo.com)

https://www.goinvo.com/vision/determinants-of-health/
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Overuse of low-value care despite evidence

What we know:
Landmark study in New England Journal of 

Medicine

In 2002, it was proven that many 
common arthroscopic knee 
surgeries offer no benefits for 
people with arthritis.

“A Controlled Trial of Arthroscopic Surgery for 
Osteoarthritis of the Knee,” New England 
Journal of Medicine, 11 July 2002, vol. 347, no. 
2.

What is happening:
This inappropriate surgery remains 
common, at a cost of ~$10-$15k per 
procedure

Percentage Rates of Orthopedic surgeons in Texas that 
performed arthroscopies
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Americans haven’t been doing well on whole for a long 
time
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What would you choose? A, B, C, D
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Figure 13
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Figure 14
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Figure 15
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Figure 16
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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 financially.

• Providers are frustrated and overwhelmed by dealing 
with the bureaucracy and complexity of getting paid.

Maximize VALUE = QUALITY / PRICE
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When consumers are shown 

complete information,

 price is most important 

across stages of care

Source: Primary research (survey data, 2022)
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The Consumer Problem

PRICE
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Larry’s Doc …. 
Richard Hock 
– doc of the 
docs

“No I will not give you a Z-pack for a self diagnosed URI.  

Come to my office so I can bill a 99214!” he was thinking it for sure.
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Larry’s bill for care

Net $144

Net $192
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Cash price for a Chest Xray - Nashville
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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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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
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Professor Van Horn's research in consumer driven 
health care markets assisted the Whitehouse with 
the June 24, 2019, Executive Order requiring true 
price transparency in healthcare markets, which was 
signed into law on November 15, 2019. He was a 
member of the Health Human Services (HHS) Quality 
Summit Panel.
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The Consumer Problem

Quality
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Google Best OBGYN in Centerville OH
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Is Trisha a “good” OB / GYN?
How do I know?
What questions should I ask?
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Is Trisha a “good” OB / GYN?
How do I know?
What questions should I ask?

SHOULD I ASK FOR THIS?
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What is known?
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Relationship between outcome and malpractice risk
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Quality challenge

• We have over 2200 quality measures and very few are both self 
evident and meaningful to a patient

• It is inherently complex and I doubt that clinical measures could 
be considered within a relevant context.

• What would I do?.....Make a phone call.

• I need someone / expert to solve the problem
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The Consumer Mindset

People won’t shop for medical care Larry
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Nearly half of Americans agree that they don’t have to 
compare prices of medical care because they have insurance

I don’t have to compare prices of medical care 

because I have insurance
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Source: Primary research (survey data)
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Americans underestimate the frequency and amplitude 
of price variation between providers

Do most hospitals charge roughly the same 

price for a certain test or treatment?
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A minority of Americans believe that higher prices 
usually indicate higher quality in health care

Source: Primary research (survey data)

0%

10%

20%

30%

40%

Strongly

disagree

Somewhat

disagree

Neither

agree nor

disagree

Somewhat

agree

Strongly

agree

A test or treatment that is more expensive 

is usually higher quality

25% of Americans 

believe higher prices 

indicate higher quality



The nation’s leader in clinical risk solutions. Confidential & Proprietary – Preverity Inc. – All Rights Reserved

High Level Perspective

• Factors shaping US health care delivery
• Changing Structure of Employer Sponsored Health Insurance

• Pricing of Health Care Services

• Attempts to capture rents are leading to market reconfiguration

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

• Industry consolidation is driving provider practice in ways that are 
not necessarily aligned with patient or provider preferences.



The nation’s leader in clinical risk solutions. Confidential & Proprietary – Preverity Inc. – All Rights Reserved

My belief

• Understand the mindset of the patient / consumer

• Make the decision easy for them

• A consumer is not in a position to process the information today 
to support rational health care choices
• Quality is too complex

• Pricing is too complex

• Apple-ize health care

• There is a strong financial return from solving this problem.
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What do I want as an economist?  (thanks for asking)

• Universal true health insurance (catastrophic) in US for all
• Once DRG wt > X or RVU wt > Y government steps in

• Medicare phase out for those under age 40
• No contributions to Medicare

• Monster HSA ($50K tax exempt cap) until individual has $500K in 
account

• Employer moves from defined benefit to defined contribution

• I purchase a service that solves:
• If I have a health issue do I need to get care?

• Conditional on 1, where should I receive care?

• Conditional on 2, how much should I pay?
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For more context and information…..
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