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Introduction + supplemental content

Understanding how physicians’ ownership of hospitals affects patients and payers is an important Author affiliations and article information are
research area." Prior research®3 has focused on differences in quality between physician-owned listed at the end of this article.
hospitals (POHs) and other hospitals. To our knowledge, no research has examined whether POHs

have different prices than their competitors. We hypothesized that POHs would have higher prices

than their competitors and examined this hypothesis using information available through the

Hospital Price Transparency Rule.*

Methods

This study follows Strengthening the Reporting of Observational Studies in Epidemiology (STROBE)
reporting guidelines for cross-sectional studies. Institutional review board approval and consent
were not sought because no human participants were involved, in accordance with 45 CFR §46. We
identified 175 general acute-care POHs from Physician Hospitals of America and confirmed their
POH status using website review as of October 1, 2022. We limited our analysis to POHs located in
hospital referral regions (HRRs) that contain at least 1 non-POH (nonprofit or for-profit) general
acute-care hospital. Hospitals included in the final analysis are plotted in the eFigure in

Supplement 1.

We obtained commercial negotiated prices and cash prices as of January 13, 2023.>° We
focused on 8 Centers for Medicare & Medicaid Services-designated shoppable services*: spinal
injection, physical therapy-therapeutic exercise, magnetic resonance imaging scan of lower spinal
canal, computed tomography scan of abdomen and pelvis, comprehensive metabolic panel, blood
test-clotting time, and emergency department visit levels 3 and 4. Hospitals' characteristics in 2020
(most recent year available) were obtained from RAND hospital data, a compiled version of Medicare
Cost Reports. Our statistical methods are outlined in the eAppendix in Supplement 1.

Results

Our final sample includes 156 POHs and 1116 non-POHs located in 78 HRRs. POHs were smaller (mean
[SE] number of beds, 55.0 [5.3] vs 162.0 [6.0]; P < .001), more profitable (mean [SE] profit margin,
15.2% [1.4%] vs 71% [0.9%]; P < .001), and more likely to be for-profit (154 POHs [99%] vs 268
non-POHs [24%]), nonteaching (138 POHs [88%] vs 805 non-POHSs [72%]), noncritical access (154
POHs [99%] vs 850 non-POHSs [76%]), and located in metropolitan areas (147 POHs [94%] vs 707
non-POHs [63%]) than private non-POHs in the same market. POHs served fewer Medicaid patients
(mean [SE] proportion of Medicaid discharge, 3.0% [0.5%] vs 7.1% [0.3%]; P < .001) and provided
less charity care (mean [SE] charity-care-to-expense ratio, 1.3% [0.4%] vs 3.2% [0.1%]; P < .001).
Most hospitals in the sample disclosed the commercial negotiated price or cash price for at least 1 of
the 8 procedures. Nationwide median commercial negotiated prices and cash prices were lower for
POHs by 4% to 33% and 5% to 36%, respectively, for 7 of 8 services (Table).
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HRR-level regression results showed that median commercial negotiated prices and cash prices
among POHs were 33.7% and 32.7% lower than those of non-POHs, respectively, for the same
procedure in the same HRR. Hospital plan-level regression results indicated that POH status was
associated with 17.5% and 46.7% lower negotiated prices and cash prices, respectively, for the same
procedure and in the same HRR (Figure).

Discussion

This cross-sectional study found that nationwide median commercial negotiated prices and cash
prices were lower for general acute-care POHs than for non-POHs in the same market for most
common hospital procedures. POHs served fewer Medicaid patients and provided less charity care,
which might enable them to accept lower commercial prices (these factors were controlled for in the
regression models). This study is limited by its focus on pricing for 8 procedures in 78 HRRs, possible
sample-selection biases from omitting hospitals with no available pricing data, the lagged
measurement period for hospital characteristics, and the lack of pricing trend information to examine
the effect of the Hospital Price Transparency Rule.

Table. Comparison of National Median Commercial Negotiated Price and Median Cash Price®

Commercial negotiated price Cash price

Procedure (CPT code) POH, median (IQR), $  Non-POH, median (IQR), $  Difference, %> POH, median (IQR), $  Non-POH, median (IQR), $  Difference, %°
Spinal injection (62323) 1039 (788-1850) 1386 (1094-1844) =25 1172 (745-1766) 1232 (829-1694) =5
Physical therapy, therapeutic 63 (45-96) 90 (72-106) -30 74 (44-107) 83 (65-113) -11
exercise (97110)

MRI of lower spinal canal 989 (429-1425) 1478 (1054-1778) =23 1113 (451-1985) 1713 (1208-2035) =35
(72148)

CT of abdomen and pelvis 1265 (572-2408) 1580 (1015-2561) -20 1628 (600-2942) 2531 (1622-3397) -36
(74177)

Comprehensive metabolic 80 (18-140) 72 (35-123) 11 88 (33-232) 127 (81-197) -31
panel (80053)

Blood test, clotting time 25 (7-46) 26 (14-46) -4 36 (11-65) 39 (26-56) -8
(85610)

ED visit level 3 (99283) 481 (351-605) 588 (434-803) -18 414 (290-595) 456 (356-635) -9
ED visit level 4 (99284) 734 (588-949) 927 (714-1191) =21 764 (457-1127) 756 (573-1021) 1

Abbreviations: CPT, Current Procedural Terminology; CT, computed tomography; ED,
emergency department; MRI, magnetic resonance imaging; POH, physician-owned

median (IQR) values of each hospital’'s median commercial negotiated price among its
contracting plans and national median values of each hospital's cash price are

hospital.

2 Atotal of 112 POHs (72%) and 917 non-POHs (82%) disclosed the commercial
negotiated price for at least 1of the 8 procedures. A total of 108 POHs (69%) and 892

presented.

b Differences were calculated as the difference between median prices divided by the
median price for non-POHs.

non-POHs (80%) disclosed the cash price for at least 1 of the 8 procedures. National

Figure. Regression Estimates of Physician-Owned Hospitals' (POHs) Commercial Negotiated Prices and Cash Prices vs Non-POHSs' Prices
in the Same Hospital Referral Region (HRR)

Price Difference, % (95% Cl) P value
Negotiated, HRR level -33.7(-48.2t0-19.3) —_—— <.001
Cash, HRR level -32.7(-52.1t0-13.3) i <.001
Negotiated, hospital plan level ~ -17.5(-34.2t0-0.8) » .04
Cash, hospital plan level -46.7 (-66.6 to -26.9) » <.001
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For HRR-level analysis, an observation for the negotiated price model is defined as the median value of each hospital's median commercial negotiated price for a given procedure in
an HRR, by POH status (1017 observations); an observation for the cash price model is defined as the median value of each hospital's cash price for a given procedure in an HRR, by
POH status (1007 observations). For hospital plan-level analysis, an observation for the negotiated price model is defined as a commercial negotiated price for a given procedure
negotiated between a hospital and a health plan (163 005 observations); an observation for the cash price model is defined as a hospital's cash price for a given procedure (8801
observations). Additional details of the statistical analysis can be found in the eAppendix in Supplement 1.

[5 JAMA Network Open. 2023;6(6):€2319980. doi:10.1001/jamanetworkopen.2023.19980 June 23,2023 2/3

Downloaded From: https://jamanetwor k.com/ by a Johns Hopkins University User on 08/15/2023


https://jama.jamanetwork.com/article.aspx?doi=10.1001/jamanetworkopen.2023.19980&utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamanetworkopen.2023.19980

JAMA Network Open | Health Policy Commercial Negotiated Price vs Cash Price in Physician-Owned and Other Hospitals in the Same HRR

ARTICLE INFORMATION
Accepted for Publication: May 9, 2023.

Published: June 23, 2023. doi:10.1001/jamanetworkopen.2023.19980

Open Access: This is an open access article distributed under the terms of the CC-BY License. © 2023 Wang Y
et al. JAMA Network Open.

Corresponding Author: Ge Bai, PhD, CPA, Johns Hopkins Carey Business School, 100 International Dr, Baltimore,
MD 21202 (gbai@jhu.edu).

Author Affiliations: Johns Hopkins Bloomberg School of Public Health, Baltimore, Maryland (Yang Wang,
Yuchen Wang, Bai); Neeley School of Business, Texas Christian University, Fort Worth (Plummer); Burnett School
of Medicine, Texas Christian University, Fort Worth (Plummer); John Sealy School of Medicine, University of Texas
Medical Branch, Galveston (Cram); Department of Medicine, University of Toronto, Toronto, Ontario, Canada
(Cram); Johns Hopkins Carey Business School, Baltimore, Maryland (Bai).

Author Contributions: Dr Yang Wang had full access to all of the data in the study and takes responsibility for the
integrity of the data and the accuracy of the data analysis.

Concept and design: Yang Wang, Plummer, Cram, Bai.

Acquisition, analysis, or interpretation of data: Yang Wang, Plummer, Yuchen Wang.

Drafting of the manuscript: Yang Wang, Plummer, Cram.

Critical revision of the manuscript for important intellectual content: Yang Wang, Plummer, Yuchen Wang, Bai.
Statistical analysis: Yang Wang, Yuchen Wang.

Obtained funding: Bai.

Administrative, technical, or material support: Yang Wang, Plummer, Cram, Bai.

Supervision: Plummer, Cram, Bai.

Conflict of Interest Disclosures: None reported.

Funding/Support: This study is supported by a grant from PatientRightsAdvocate.org.

Role of the Funder/Sponsor: The funder had no role in the design and conduct of the study; collection,
management, analysis, and interpretation of the data; preparation, review, or approval of the manuscript; and
decision to submit the manuscript for publication.

Data Sharing Statement: See Supplement 2.

REFERENCES
1. Eliason PJ, McDevitt RC, Roberts JW. Physicians as owners and agents—a call for further study. JAMA Intern
Med. 2022;182(12):1276-1277. doi:10.1001/jamainternmed.2022.5025

2. Plummer E, Wempe W. The Affordable Care Act's effects on the formation, expansion, and operation of
physician-owned hospitals. Health Aff (Millwood). 2016;35(8):1452-1460. doi:10.1377/hlthaff.2015.1342

3. Swanson A. Physician investment in hospitals: specialization, selection, and quality in cardiac care. J Health
Econ. 2021;80:102519. doi:10.1016/j.jhealeco.2021.102519

4. Department of Health and Human Services. Medicare and Medicaid Programs: CY 2020 hospital outpatient
PPS policy changes and payment rates and ambulatory surgical center payment system policy changes and
payment rates: price transparency requirements for hospitals to make standard charges public. November 27,
2019. Accessed January 1, 2023. https://www.federalregister.gov/documents/2019/11/27/2019-24931/medicare-
and-medicaid-programscy-2020-hospital-outpatient-pps-policy-changes-and-payment-ratesand#

5. Turquoise Health. Clear rates data: price transparency data at your fingertips. Accessed January 13, 2023.
https://turquoise.health/products/clear_rates_data

6. Wang Y, Meiselbach MK, Cox JS, Anderson GF, Bai G. The relationships among cash prices, negotiated rates, and

chargemaster prices for shoppable hospital services. Health Aff (Millwood). 2023;42(4):516-525. doi:10.1377/
hlthaff.2022.00977

SUPPLEMENT 1.
eFigure. Location of Physician-Owned Hospitals
eAppendix. Statistical Methods

SUPPLEMENT 2.
Data Sharing Statement

[5 JAMA Network Open. 2023;6(6):€2319980. doi:10.1001/jamanetworkopen.2023.19980 June 23,2023 3/3

Downloaded From: https://jamanetwor k.com/ by a Johns Hopkins University User on 08/15/2023


https://jama.jamanetwork.com/article.aspx?doi=10.1001/jamanetworkopen.2023.19980&utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamanetworkopen.2023.19980
https://jamanetwork.com/pages/cc-by-license-permissions/?utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamanetworkopen.2023.19980
mailto:gbai@jhu.edu
https://jama.jamanetwork.com/article.aspx?doi=10.1001/jamanetworkopen.2023.19980&utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamanetworkopen.2023.19980
https://jama.jamanetwork.com/article.aspx?doi=10.1001/jamainternmed.2022.5025&utm_campaign=articlePDF%26utm_medium=articlePDFlink%26utm_source=articlePDF%26utm_content=jamanetworkopen.2023.19980
https://dx.doi.org/10.1377/hlthaff.2015.1342
https://dx.doi.org/10.1016/j.jhealeco.2021.102519
https://www.federalregister.gov/documents/2019/11/27/2019-24931/medicare-and-medicaid-programscy-2020-hospital-outpatient-pps-policy-changes-and-payment-ratesand
https://www.federalregister.gov/documents/2019/11/27/2019-24931/medicare-and-medicaid-programscy-2020-hospital-outpatient-pps-policy-changes-and-payment-ratesand
https://turquoise.health/products/clear_rates_data
https://dx.doi.org/10.1377/hlthaff.2022.00977
https://dx.doi.org/10.1377/hlthaff.2022.00977

