
Price Shopping for Healthcare:
Promise & Reality

Ateev Mehrotra, MD

Agenda Item 7
Attachment 1



Promise

2



“When consumers apply pressure on an 
industry, whether it’s retailing or banking, 
cars or computers, it invariably produces a 
surge of innovation that increases 
productivity, reduces prices, improves 
quality, and expands choices.” 

Regina Herzinger
Harvard Business School
Market-Driven Health Care
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Wide variation in prices implies significant 
savings opportunity
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Yearly spending
per person

How much would be 
saved

Labs $270 $136 

Imaging $436 $254 

Durable Medical Equipment $61 $37 

Total $767 $427 

58% savings!

 Scenario if CalPERS members who received care whose price was 
above the median switched to median price facility



Is price transparency the key to 
capturing those savings?
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 Over half the states have passed laws requiring 
either payers or providers to disclose pricing 
information to patients

 All major health plans have introduced price 
transparency tools

 Like CalPERS, employers from across the country 
have introduced price transparency products



Reality
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Study
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 Intervention group
◦ All non-Medicare CalPERS Anthem members in PPO in 

California

 Control group
◦ All non-Medicare non-CalPERS Anthem members in 

PPO plan in California

 Propensity score weighting to address differences 
in population

 Focus on “shoppable” services
◦ Laboratory, imaging, outpatient physician services



Impact of offering Castlight
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Why?
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Few employees sign up
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 Castlight tool for CalPERS members
◦ 23% of households signed up for tool
◦ Less than half used it for a price search
◦ Very few used it more than once

 Consistent with experience of other employers
◦ 10% of households signed up for Truven tool 
◦ But only 2% used it over time



Even fewer use the tool before seeking 
care
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All CalPERS 
members offered 

tool

Among CalPERS 
members who 

signed up for tool

Labs 0.3% 2.2%

Office visits 1.0% 7.5%

Imaging 1.0% 7.0%



Price paid by those who searched for 
prices using the tool
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Why does price transparency not drive 
decreased spending?
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 Small fraction of people are signing up for tool

 Even among those who sign up, few use the tool 
before seeking care

 When they do use the tool, for most services, 
searchers do not choose a lower cost provider



But why?

16



To answer this question
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 Survey of CalPERS members

 Interviews with CalPERS members

 National survey of adults who received care in last 
year



What does not appear to be an 
explanation
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 Members do not care about prices

 Members are not supportive of price shopping

 Members equate higher prices with higher quality



Why aren’t people price shopping?
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 Current benefit design often makes price irrelevant 

 “Search friction”
◦ Price data hard to find and understand
◦ Complexity of the billing system

 Limited circumstances to price shop 
◦ Many services are not “shoppable”
◦ Few choices in their community

 Providers opinion
◦ Do not want to disrupt relationships

 Physician recommendation is key



Ideas on how to move forward
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 Different types of benefit design

 Targeting key groups of members and assisting 
them with shopping 

 Focus on prices for physician groups and systems 
vs. individual services
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