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where providers can choose to follow the guidelines or not. 
The benefits of following such standards means that their 
information can be shared amongst the wide network since 
it is standardized. By following such standards they will gain 
establishment and recognition.

This is the formula that we are proposing in calculating the 
standard price for a procedure: 

Base Price (Equipment, Overhead, Service Charges) + 
Variables (Profit Margin, Malpractice Insurance, Uncollected 
Debt, and Possible Complications) = Standard Price

Another idea for creating a price list even if providers refuse 
to share their true costs: a model like “www.outofpocket.
com” where consumers who had similar treatments 
anonymously report how much they paid out of pocket 
vs portions that are covered by their insurance. This way 
we can bypass providers and put consumers in power (see 
Consumer Generated Price List).

Scenario

The hospitals in the city of Chicago decide to publish 
common price lists for procedures. David, a chronic diabetes 
sufferer, finds that he is in need of a kidney transplant.  
He is able to go on a website and compare prices and quality 
ratings for the kidney transplant in the comfort of his  
own home.  

David can also talk to a Personal Health Advisor if he 
needs to receive more clarification about what the prices 
for procedures entail.  These prices include a total cost of 
treatment, including post operative visits and medication.   

David chooses to use Northwestern Memorial hospital 
because it is the best price and quality combination for his 
kidney transplant.  He is pleased that the system now has 
enough transparency built into it so he can make decisions 
collaboratively with his employer, insurance company, and 
health advisors (including primary physician).

Provider Generated Price List

consumer
generated 
price list

provider
supplied
price list

price 
based 
costing

cost
based 
pricing
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Consumer-Generated Price List
Value Transparency

Description

An Internet compiled listing of prices consumers have paid 
for procedures, treatments and medications. 

Properties

Internet site where patients can go and easily find the •	
provider locations where they have received care and enter 
in details about their billing in the provider setting.

System in which billing information is automatically •	
transmitted to the internet site upon the consumer’s 
request.  The data, is, of course, de-identified from the 
patient. 

Features

Decreases equilibrium price of procedures and drugs •	
through increased transparency generated by consumer 
behavior

Offers easy means of coalescing and comparing billing •	
information from a variety of providers

Can be used in tandem with quality information for •	
providers to make complicated health decisions with help 
of Personal Health Advisor (see system element) 

Discussion

In the age of the internet, information is democratized 
to prevent  the abuse of consumers.  While this has 
mostly pervaded traditional markets (especially high end 
electronics, where group sales are routine in some markets), 
it has remained absent in the realm of health care.

Eventually, as consumers are more savvy about making 
decisions, a provider supplied a la carte procedure price 
list will be effective. Consumer-Generated Price Lists is 
an interim solution that will yield more transparency and 
lowered equilibrium price of many procedures and drugs.  

This solution works very well along with a system of Price-
Based-Costing (Bidding for health care like PriceLine) 
in obtaining medical care.  See “Bid for Health” system 
element.

Rather than the consumer of health care bearing the brunt 
of making a complicated decision about quality and cost, 
systems like the Consumer-Generated Price List and Bid 
for Health will yield more cost transparency.

As cost sharing plans increase in volume, consumers will 
gain more and more utility from these types of solutions.

superset element 

N/A

subset elements 

N/A 

related elements 

Condition Treatment Price Estimate 

Condition Treatment Bill 

Fulfilled Functions

10		 Collect consumer satisfaction  
		  results

15		 Provide treatment results  
		  analysis

18		 Provide price of treatment
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Consumer Generated Price List

Scenario 

David realizes that he needs to go in monthly for screenings 
for his early stage diabetic treatment.  Since he is going in 
every month, he realizes that he would like to do his best to 
minimize the cash expense (his health plan has increased the 
amount of cost sharing and decreased his premiums).

He logs on to a Consumer-Generated Price List site, and 
enters the price that his physician charged him for the last 
visit. He has full access to the prices from other physicians in 
the area. He realizes that his physician is charging him a 35% 
premium over the average market price in his area. Though 
his experiences with his physician are generally positive, he 
doesn’t see why he is paying more than average. He decides 
to opt for a physician that has more convenient hours, and is 
located closer to his office. 

After drilling down deeper on the site, David notices that 
there is more price information on the medication he has 
been taking for his diabetes.  He is taking generic pills that 
seem to be much more cost effective and better than what 
other people are taking. He proudly shares this information 
with the rest of the user community, and pumps his fist  
in excitement.

Eventually, David will be able to specify a price (via Bid 
for Health) that he’d like to pay for diagnostic tests and 
medications, and provider will bid to offer him service.  Sort 
of like PriceLine.com, he thinks to himself.  He’s very excited 
about the prospect of simple, human friendly  technology in 
health care.

consumer
generated 
price list

provider
supplied
price list

price 
based 
costing

cost
based 
pricing
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Comprehensive Performance Evaluations
Value Transparency

Description

Mainstream provider performance reviews that include 
available objective measures and subjective measures. 
 
 
Properties

Collaborative and holistic evaluation system that includes •	
patient and provider participation.

Objective quality measures (such as adherence to available •	
best practice treatment guidelines, complication rates, 
mortality rates, referral rates

Subjective quality measures (such as patient satisfaction •	
and perception of condition improvement, overall 
satisfaction, perceived condition improvement, 
conversation quality, wait time, accessibility). 

Features

Expands quality performance measures to include •	
outcomes information

Emphasizes importance of subjective measures and patient •	
feedback

Provides for risk adjustment•	

Improves consumer access and comprehension of •	
performance reviews

Exposes meaningful choice information and drives •	
competition

Discussion

Porter and Teisberg insist that the right competition relies on 
results-driven information that supports healthy consumer 
markets by enabling real choice. Herzlinger also drives the 
point that in other industries consumer choice is empowered 
by available quality information but that so-called 
performance information in health care is on a different track 
that does not make quality clear to consumers.

Consider Pay for Performance initiatives that, by name, 
sound like they will align costs with performance quality. 
But by “performance,” it means recommended treatments 
administered, not results achieved.  As Herzlinger says, this 
is more “pay for conformance” than it is Pay for Performance 
(Herzlinger, 127).  “The information provided frequently 
[in health services] is not sufficiently comprehensive and 
relies excessively on the process of care rather than the care 
outcome” (151).

Conformance to established best practice treatments 
is valuable, of course, and a useful indicator of quality 
likelihood.  Any meaningful evaluation system should retain 
this indicator. But consumers cannot rely on it.  It is limited 

superset element 

N/A

subset elements 

N/A 

related elements 

Satisfaction Collection Ratings 

Provider Generated Price List 

Patient Comprehension Test

Fulfilled Functions

10		 Collect consumer satisfaction  
		  results

11		 Collect condition improvement  
		  results

15		 Provide treatment results analysis

27		 Demonstrate value provided

28		 Announce rankings and  
		  reports (marketing)

31		 Collect satisfaction post- 
		  procedure

32		 Risk-adjust results data

48		 Share best care practices

51 	 Collect feedback and payers’  
		  satisfaction

57		 Share performance results

58 	 Announce rankings and 
		  reports

61 	 Evaluate morbidity and mortality

63 	 Collect rankings reports about  
		  providers

65 	 Share results of performance &  
		  quality indicators

69		 Share info with Leap Frog and  
		  JCAHO
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Comprehensive Performance Evaluations

to only those conditions for which best practices exist, and is 
not easy language for consumers to understand.  It also stifles 
treatment innovation.

In interviews, physicians revealed a reluctance to expand 
performance measures beyond best practices adherence 
because only those indicators can be objectively accounted. 
There is, it is believed, no way to measure patient condition 
outcomes as reflections of provider performance because no 
two people are alike and too many external influences will 
be excluded from consideration. In other words, there is no 
objective way to evaluate outcomes. 

How, then, in other industries, do consumers use 
performance quality reviews to make comfortable 
and informed choices about?  They rely on subjective 
information. And it works just fine.

Herzlinger aptly compares this to shopping for a car: 
“Consumers seek only the information that is directly 
pertinent to their needs.  I cannot describe exactly how cars 
work. Nevertheless, I am an intelligent buyer of cars because 
I seek the information that assesses those qualities of an 
automobile in which I am interested... When I buy a car, 
I want to know how good it is: miles to the gallon, safety, 
reliability. I am not interested in how the car was made” (147, 
164). (By contrast, Pay for Performance measures how the 
car was made.)

This sort of real outcomes information must not be 
constrained by what is and isn’t objectively measurable.  

Meaningful evaluations must embrace and encourage 
subjective input that consumers understand and are 
already accustomed to using. It will adequately serve most 
consumers, most of the time.  And this scope of information 
empowers consumers to decide what quality indicator is 
relevant to their particular conditions and circumstances.  
Quality browsing for a knee surgery specialist will probably 
be different from browsing for a doctor that can treat a sinus 
infection or administer a throat culture. In neither case does 
best practices adherence, in all its technical term glory, shed 
much light for the consumer.

To protect against the likelihood that only disgruntled 
consumers are motivated to share feedback, the system 
should also rely on rewards from providers, as well as 
incentives from government and payers to facilitate 
substantive data.

Last, Herzlinger makes an early and important point about 
traction. “Markets are equilibrated by marginal consumers, 
not by average ones. The discerning, last-to-buy group 
consists of the picky, assertive people – like the well-
informed parents in the car market who are concerned with 
safety – who drive down price and improve quality for all the 
rest of us” (9).

Source: Herzlinger, Regina E. 2007. Who Killed Health Care? 
America’s $2 Trillion Medical Problem -- And the Consumer-
Driven Cure. New York: McGraw Hill
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Scenario:

Tom, 50, notices that Consumer Reports has a feature 
on Lasik surgery reviews, a treatment he has been 
considering for some time. He browses the report and the 
recommendations of quality indicators, among  
the length of time in field, number of patients treated, and 
overall patient satisfaction.  

He goes online to review nearby Lasik providers with these 
tips in mind.  Various quality indicators are available but 
he is only really interested in making sure that the doctor 
has a good patient satisfaction rating and low rate of 
complications. He does not consider wait time or accessibility 
because he does not prioritize convenience as he might for 
more routine medical services.  

Tom appreciates the virtual word-of-mouth and verifies that 
the good ratings have been aggregated from input of many 
patients before choosing one closest to his home.

Pro
vid

er
 A

Pro
vid

er
 B

Pro
vid

er
 C

Best practices adherence

Rate of Referral

Return Patients/Patient Loyalty

IT Adoption

Wait Time

Perceived Condition Improvement

Facility Comfort

Conversation Quality

OBJECTIVE

SUBJECTIVE

An example of  objective and subjective performance indicators
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Comprehensive Performance Evaluations

Other Indicators:

Conversational Quality•	

Accessibility•	

Facility•	

Return patient rate•	

Health IT Adoption•	

Assumed risk•	

Rate of referral•	
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MyChoice Calculator
Value Transparency

Description

An online tool for navigating available provider performance 
evaluations in a way catered to the consumer.   

Properties 

Online public interface for the exchange of provider •	
performance information

Objective and subjective performance information•	

User profiles of preferred quality metrics•	

Aggregated provider quality score catered to user profiles•	

Features

Pools provider and patient input on provider performance •	
metrics, using subjective and objective indicators

Allows patients to set condition and quality metric •	
priorities searching for provider ratings

Offers provider score based on user distribution of priority •	
across quality metrics

Discussion

Navigation tools for assessing provider performance 
information can help to make the information relevant 
to a particular consumer for a particular condition or 
circumstance. 

While quality information should not be reserved only for 
those with online access and know-how, the added benefit it 
allows for that population of consumers will help drive the 
value of the comprehensive performance information, thus 
improving quality and lowering prices for all.

See also discussion of Comprehensive Performance 
Evaluations.

superset element 

N/A

subset elements 

N/A 

related elements 

Satisfaction Collection Ratings 
Comprehensive Performance 
Evaluations

Fulfilled Functions

10		 Collect consumer satisfaction  
		  results

15		 Provide treatment results  
		  analysis

27		 Demonstrate value provided

28		 Announce rankings and  
		  reports (marketing)

31		 Collect satisfaction post- 
		  procedure

32		 Risk-adjust results data

48		 Share best care practices

51		 Collect feedback & payer  
		  satisfaction

57		 Share provider’s performance  
		  results

58		 Announce rankings and reports

61		 Evaluate morbidity and mortality

63		 Collect rankings reports about  
		  providers

65 	 Share results of performance &  
		  quality indicators

69		 Share info with Leap Frog and  
		  JCAHO
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MyChoice Calculator

Scenario

Anita, 29, logs into her MyChoice Calculator to look for a 
sports medicine specialist because of a nagging knee problem 
that interferes with her running. She sets the search to sports 
medicine and distributes her priorities such that quality 
trumps price and location, while still limiting her search to 
within 10 miles of her office. For quality, she then prioritizes 
patient satisfaction and conversation quality, followed by wait 
time. She gives no priority to facility comfort, and distributes 
other indicators evenly thereafter.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Her preferences are saved as part of her profile so that 
MyChoice can make prompt and smart recommendations 
to her in the future, but she is always able to change her 
preferences as her needs change.

Anita is then able to browse those providers with high 
marks in her preferred quality measures. She reviews patient 
feedback and chooses an esteemed doctor not too far  
from home.  

After her visit with the doctor, Anita enters her own feedback 
on his performance. She can update her feedback at any time, 
should his commitment to her condition falter or change.

myChoice

quality

price

convenience

3

2

4

condition improvement

patient loyalty

case mix

caregiver experience 

patient experience

conversation quality

define: quality

myChoice

quality

price

convenience

patient profile

OBJECTIVE

SUBJECTIVE
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Bid for Health
Value Transparency

Discussion

The best chance to reduce prices and increase quality in the 
health care system lies at the provider level. We know that 
Price information is notoriously elusive in health care. A 
bill soon to be introduced in Wisconsin state by Sen. Jim 
Sullivan, requires health care providers to list the prices of 
their 50 most frequently performed procedures. The bill 
would give consumers the right to price estimates for a 
procedure from the provider. But hospitals face a far harder 
task in listing their prices. For one, a procedure performed 
on one person will not necessarily be the same, nor cost the 
same, as the procedure on another person. This is the cost 
based pricing method followed by providers currently.

We suggest a shift to price based costing with the Bid for 
Health model. We believe that providers know best about 
their business and that consumers don’t need to be bothered 
with how a provider calculates his costs as long as they are all 
inclusive prices. So now, in order to compete, a provider will 
try to reduce his actual costs by channelizing resources and 
capabilities, by reducing excess capacity and by collaboration 
with other providers. This would lead to lowering of prices 
overall and enhanced quality of care.

 

Description:   

A bidding mechanism for condition treatment and 
procedures based on the Priceline model whereby consumers 
name their own price for treatment and set their own 
parameters for quality comparison.  
 
 
Properties:

Bidding mechanism•	

Provider performance ratings•	

Patient’s details and medical history for select providers•	

Features:

Empowers consumers to set their own prices•	

Allows providers to compete on reduced prices and •	
increased quality

Reduces overall costs•	

superset element 

N/A

subset elements 

N/A 

related elements 

Provider-Generated Price Lists

Fulfilled Functions

18		 Provide price of treatment 

27	 Demonstrate value provided

28	 Announce rankings and  
		  reports (marketing)
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Bid for Health

Scenario 

Brian is an athlete who injured himself recently and now 
requires a knee surgery. He already has the basic knowledge 
about his condition, about the available providers, and the 
market price for the procedure he is seeking. 

He logs on to the Bid for Health system and supplies details 
of the treatment he is seeking and lists down the maximum 
price he is ready to pay on the bidding mechanism. He is 
then asked to supply details such as his medical history 
which he does by simply giving selected providers access to 
his PHR. Now once this information is conveyed to providers 
by the bid for health system, providers within a certain time 
frame will look into Brian’s medical history and evaluate 
the risks and possible complications that could arise in the 
treatment, based on which they would name their price. 

The price itself is in the form of range that shows the best 
case, middle case and worst case scenario prices. The prices 
are all inclusive so Brian cannot be charged for more than 
what is initially specified by the providers. Since the provider 
Brian finally selected had no specific preferences for payment 
procedure, Brian decided to pay directly to the provider once 
his treatment is over. 
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Patient Compliance Agreement
Patient Compliance

Description

An explicit agreement between a patient and his physician 
that emphasizes the role the patient plays in taking care of 
his own health, creating a shared responsibility for achieving 
good health.  

Properties  

Agreement between provider and patient that outlines •	
each party’s rights and responsibilities

Flexible format for providers to determine what’s best for •	
patient circumstances: paper, online, handshake agreement

Soft or contractual deal•	

Features

Emphasizes importance of patient responsibility for taking •	
care of own health

Personalized to cater to each patient and condition as •	
needed

May set requirements for frequent check-ups•	

May require adherence to at-home monitoring devices•	

May be enforceable by the threat of reduced incentives for •	
adherence (see Patient Responsibility Rewards), ceasing 
the relationship or reporting delinquency to the patient’s 
health plan.

Discussion 

Porter and Teisberg emphasize that competition must be 
results-oriented and that the “results that matter are patient 
outcomes per unit of cost at the medical condition level” (6). 

Meanwhile, the physician community expresses some 
reluctance to pursue measures of patient outcomes. This 
is due in part to the unreliability of science to objectively 
measure patient outcomes.(See Comprehensive 
Performance Evaluations Discussion.) By extension, it is 
logical to ask whether or not it is appropriate or meaningful 
to judge provider performance by patient outcomes that are 
not entirely up to a single provider to manage.

This concern among providers is reasonable. What’s more, 
it could be problematic for any attempt to drive increased 
attention to measuring patient outcomes. 

To mitigate this problem, then, any new emphasis on gauging 
provider performance should include new emphasis on 
understanding and recognizing the patient’s role in his own 
health. 

The Patient Compliance Agreement understands that 
a physician cannot take sole responsibility for a patient’s 
health, nor be held solely responsible for a patient’s health. At 
the very least, this Agreement is a tool for stirring a mental 
shift in patient culture and expectations that currently 
delegate too much responsibility to providers without 

superset element 

N/A

subset elements 

Patient Responsibility Rewards

related elements 

Web CheckUp 
Satisfaction Collection Ratings

Fulfilled Functions

14		 Educate patient about  
		  available preventive health &  
		  wellness

15		 Provide treatment results  
		  analysis

32	 Risk-adjust results data

35	 Learn best practices

52	 Negotiate discount based on  
		  risk pool of 3rd party payer

57	 Share provider’s performance  
		  results
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Patient Compliance Agreement

consideration for one’s own end of the deal – the deal that is 
the provider-patient relationship. 

In this most basic form, then, the Agreement is a non-binding 
deal; it is a conversation and a hope.

It is also worth considering a stronger role for these 
Agreements whereby incentives are used to engage patient 
adherence to a contract that stipulates, for example, 
frequency of checkups, demonstration of gym membership, 
participation in remote monitoring and communication 
devices that help the physician monitor patient health. 

Such an approach may support those providers inclined to 
take on a high-risk, high-liability patient population.

In the case of high-demand specialty doctors, the threat 
of ceasing the patient-provider relationship may be an 
additional enforcement tool.

It is understood that much patient behavior cannot be 
reasonably demonstrated or enforced. It is nevertheless 
worthwhile to pursue this cultural shift and those patient 
gains that are achievable. Technological advances will only 
make this more reasonable. 

Due diligence will be required to consider and protect 
against the risk of adverse discriminatory misuse of these 
Agreements.

Source: Porter, Michael E., Teisberg, Elizabeth Olmsted. 
Redefining Health Care. Creating Value-Based Competition on 
Results.  Page 6.

Scenario

Upon David’s first visit with a new physician with a good 
reputation among Diabetic patients, the doctor offers David 
a Patient Compliance Agreement that he calls “Our Rights 
and Responsibilities.”  The doctor explains that to share 
responsibility for David’s health, he needs David to agree to 
an annual in-office checkup, and to monthly glucose monitor 
reports from an at-home monitor that will send results to the 
doctor and alert David and the doctor if the results require 
immediate attention. The doctor explains to David that his 
adherence to these guidelines will help the doctor take care 
of him, and earn David Rewards toward his service and 
treatment expenses. 

Should David repeatedly break the Agreement, the doctor 
may discontinue the Rewards or stop treating David 
altogether.
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Patient Responsibility Rewards
Patient Accountability

Description  

A system of financial rewards designed to create incentive 
beyond good intentions or passivity for patients to seek and 
maintain good health.

Properties 

Rewards for patients that adhere to annual check-ups or •	
more frequent visits as prescribed by doctor

Points or money-back incentives system•	

Features

Rewards good patient behavior over time•	

Supports reliable pricing by provider•	

Discussion 

As efforts to encourage improved patient responsibility for 
managing health and wellness increase, physicians may 
need the support of an incentives system to elicit patient 
adherence to compliance agreements. 

A patient’s health plan may be better positioned to create 
an incentives and punishment system to enforce patient 
compliance through its payment sharing arrangements with 
its members. It is nevertheless conceivable that providers 
offer some additional reward to incent good behavior. 

Any such effort must be careful to protect the price list issued 
by providers for services, as providers move toward reliable 
pricing not skewed by negotiations with health plans (as 
assumed by the health plans team).  

Scenario 

David’s doctor offers a rewards system that ascribes points 
to every check point he meets as prescribed by his doctor 
– such as Web CheckUps, office visits, demonstrated gym 
membership. His doctor understands that he has asked 
David to pay a lot of diligence to his health maintenance 
routine, and set the rewards to help offset any extra costs 
associated with the maintenance.  David appreciates the 
support, and knows that he will lose some of these benefits if 
he does not keep up his diligence.

superset element 

Patient Compliance Agreement  

subset elements 

N/A

related elements 

Web CheckUp

Fulfilled Functions

14		 Educate patient about  
		  available preventive health &  
		  wellness 

17		 Provide maintenance alerts &  
		  analysis

22	 Monitor

23	 Maintain

24	 Provide guideline for  
		  maintenance/prevention
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Conclusion

Technological advances in health care delivery hold 
significant promise in improving Americans’ quality of life.  
Regina Herzlinger, Michael Porter, and George Halvorson 
have painted an optimistic picture through a set of unified 
policy level themes.  It is clear that ushering in the new era 
of health care means creating solutions that resonate with an 
increasingly “consumer” oriented mindset.  This starts with 
true engagement by enabling the important conversations to 
take place between providers and consumers of health care, 
and offering meaningful choices.

Designed solutions are the results of using an established 
framework that originates from policy level themes Porter 
discusses:

1. Decreasing restriction to competition and choice

Through establishment and use of governing bodies, 
providers should be required in the near future to share 
information that helps consumers make decisions.  In the 
longer term, the quality of information shared will enhance a 
provider’s ability to attract more consumers. And consumers 
that exercise choice will drive competition to increase quality 
and reduce costs across the market.

2. Accessible information

Leverage multiple media channels to disseminate 
information to consumers.  Establish the health conversation 
in places consumers are already familiar with:  Internet video 
streaming, and SparkChart style treatment education sheets.  
Using alternative agents of information dissemination such 
as a Personal Health Advisor in a Retail Health Outlet.

The implication that information is accessible requires 
full comprehension and action-ability of information.  
Democratization of medical knowledge accomplishes this 
to an extent, but it could certainly be accelerated by using 
Medical Language lexicons and plain-English translators for 
consumers’ Personal Health Records.

3. Transparent Pricing

As consumers’ health savvy increases, provider-issued price 
lists may become a reality.  In the interim, creating web 
applications that allow consumers to share price information 
is an antecedent to full transparency.

Another strategy is to adopt a price-based costing model and 
allow consumers to choose prices for elective procedures 
and have providers bid on these prices.  As quality becomes 
defined and more closely related to factors that consumers 
deem significant, a “PriceLine” model for elective procedures 
at a certain quality/experience tier becomes possible.
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Conclusion

4. Simplified Billing

Ultimately, EMR interoperability will enable real time coding 
and charging to take place. Dropping the bill at the end of 
a procedure or inpatient visit will become a routine event.  
Adhering to evidence based medicine and clinical pathway 
guidelines, estimates and price variances will be shared with 
the consumer and the 3rd party payer before and after the 
treatment.

5. Fewer Lawsuits

By developing documentation systems that develop shared 
understanding, working closely with health plans to develop 
incentives for adhering to treatment plans, and requiring 
consumers to sign symmetric rights and responsibilities 
agreements, the threat of unfair malpractice will be 
ameliorated to a degree.

Ultimately, the product of the healthcare industry needs to 
shift from being “treatment” to “health”, as Michael Porter 
suggests. From a provider standpoint, this paradigm shift 
will only happen through a relentless focus on supporting 
consumers by enabling the health conversation, empowering 
practitioner with tools to foster health understanding, 
engendering value transparency by adopting pricing models 
from alternate industries, and distributing responsibility for 
health equally among consumers and practitioners.
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