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Agenda 

 Context for deploying transparency tools 

 Evidence on patient responses to cost-sharing 

 Effects on utilization, value, and health 

 Interaction with payment policy 

 Complementing transparency 

 Addressing behavioral factors 
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Moving Towards High-Value Care 

 Ample evidence that 

health care resources 

not put to best use 

 Insurance coverage 

alone doesn’t 

guarantee high-quality 

care 

 Care varies even 

when prices don’t 
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Source: Baicker and Chandra, Health Affairs  



Evidence of Underuse and Overuse 
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Source: Baicker, Mullainathan, and 

Schwartzstein, Quarterly Journal of Economics  



Patient Prices Matter . . . 

 Decades of evidence that patients respond to prices 

 Demand slopes down! 

 Transparency is necessary  

 Prices patients face now hamper some efforts to 

improve value 

 Medicare FFS 

 ACOs 
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. . . But Not Exactly as Economics 

Alone Would Predict  
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Importance of Behavioral Factors  

 Traditional problem: “moral hazard” 

 Insurance provides valuable risk protection, but drives 

higher use 

 Affects insurers’ plan design and individual choices 

 Cost-sharing should balance effects on use and financial 

protection 

 “Behavioral hazard”: Choice errors change that calculus 

 People may not respond “rationally” to prices 

 Copays should balance effects on health care use and 

health outcomes 
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Small Price Changes Can Matter a Lot 
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Source: Baicker, Mullainathan, and 

Schwartzstein, Quarterly Journal of Economics  



So How Can Prices Help? 

 Prices are a powerful tool – but must be deployed 

with nuance 

 Transparency is necessary – but far from sufficient 

 How, when, and by whom info presented is key 

 Trusted source 

 Quality vs. price 

 “Nudges” can augment price and transparency 

levers 
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Using Nudges to Complement Transparency 

 Info about costs vs. benefits 

 Misperception of risks 

 Salience of symptoms, benefits, cost 

 Delay of benefits vs. payments 

 Cognitive overload and complexity 

 Reference dependence 

 Framing as gain vs. loss 

 Benchmarks 

 Social comparisons 
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Principles Apply More Broadly 

 Many stakeholders – all people!  

 Transparency and framing key at many junctures 

 Patients/enrollees 

 Health care: utilization, compliance 

 Insurance: take-up and enrollment, choice of plans 

 Health behaviors: smoking, obesity 

 Insurers and Payers 

 Plans offerings, how to price/subsidize, recruitment tools 

 Providers 

 Intensity of treatment, compliance with best practices 
 Choice architecture matters a lot here 

 Transparency and framing  
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