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Executive Summary
Global competition is emerging in the health care industry.  Wealthy patients from developing 

countries have long traveled to developed countries for high quality medical care.  Now, a growing num-

ber of less-afþuent patients from developed countries are traveling to regions once characterized as ñthird 

world.”  These patients are seeking high quality medical care at affordable prices.  Reports on the number 

of patients traveling abroad for health care are scattered, but all tell the same story.  An estimated 500,000 

Americans traveled abroad for treatment in 2005.  A majority traveled to Mexico and other Latin Ameri-

can countries; but Americans were also among the estimated 250,000 foreign patients who sought care in 

Singapore, the 500,000 in India and as many as 1 million in Thailand.  The cost savings for patients seek-

ing medical care abroad can be signiýcant.  For example:

Apollo Hospital in New Delhi, India, charges $4,000 for cardiac surgery, compared to about 

$30,000 in the United States. 

Hospitals in Argentina, Singapore or Thailand charge $8,000 to $12,000 for a partial hip re-

placement — one-half the price charged in Europe or the United States. 

Hospitals in Singapore charge $18,000 and hospitals in India charge only $12,000 for a knee 

replacement that runs $30,000 in the United States.

A rhinoplasty (nose reconstruction) procedure that costs only $850 in India would cost $4,500 

in the United States.

In 2006, the medical tourism industry grossed about $60 billion worldwide.  McKinsey & Com-

pany estimates this total will rise to $100 billion by 2012.  

Patients who are not familiar with speciýc medical facilities abroad can coordinate their treatment 

through medical travel intermediaries.  These services work like specialized travel agents.  They investi-

gate health care providers to ensure quality and screen customers to assess those who are physically well 

enough to travel.  They often have doctors and nurses on staff to assess the medical efýcacy of procedures 

and help patients select physicians and hospitals.  

Prices for treatment are lower in foreign hospitals for a number of reasons.  Labor costs are lower, 

third parties (insurance and government) are less involved or not at all involved, package pricing with 

price transparency is normal, there are fewer attempts to shift the cost of charity care to paying patients, 



there are fewer regulations limiting collaborative arrangements between health care facilities and physi-

cians, and malpractice litigation costs are lower. 

How can patients ensure the medical treatment they will receive will be of high quality?  

Foreign health care providers often have physicians with internationally respected credentials, 

many of them with training in the United States, Australia, Canada or Europe.

More than 120 hospitals abroad are accredited by the Joint Commission International (JCI), an 

arm of the organization that accredits American hospitals participating in Medicare; another 20 

are accredited through the International Standards Organization; and some countries are adopt-

ing their own accrediting standards.

Some foreign hospitals are owned, managed or afýliated with prestigious American universi-

ties or health care systems such as the Cleveland Clinic and Johns Hopkins International.

Several companies are building and operating hospitals in Mexico that meet American stan-

dards, largely for American (and wealthy Mexican) patients.

Finally, patients can also use online communities to get information on the safety and quality 

of medical providers by reading the testimonies of other patients who have had surgery abroad.  

Medical tourism is only one aspect of the way globalization is changing the U.S. health care 

system.  Apart from patient travel, many medical tasks can be outsourced to skilled professionals abroad 

when the physical presence of a physician is unnecessary.  This can include interpretation of diagnostic 

tests and long-distance international collaboration, particularly in case management and disease manage-

ment programs, because of the availability of information technology.  

If American health care consumers are to beneýt to the fullest extent from global health care com-

petition, federal and state policies must allow them to take advantage of the opportunities.  Legal reforms 

policymakers should consider include recognizing licenses and board certiýcations from other states and 

countries.  The federal Stark laws limiting relationships between physicians and hospitals need to be modi-

ýed to let health care providers offer integrated medical services, including follow-up care for patients 

returning from treatment abroad.  Finally, the federal and state governments should lead by example by 

allowing Medicare and Medicaid programs to send willing patients abroad.  Medicare in particular would 

beneýt from cost savings due to its large volume of orthopedic and cardiac procedures. 
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Introduction
Global competition is emerging in the health care industry.  Wealthy 

patients from developing countries have long traveled to developed countries 
for high quality medical care.  Now, growing numbers of patients from devel-
oped countries are traveling for medical reasons to regions once characterized 
as ñthird world.ò  Many of these ñmedical touristsò are not wealthy, but are 
seeking high quality medical care at affordable prices.  To meet the demand, 
entrepreneurs are building technologically advanced facilities outside the 
United States, using foreign and domestic capital.  They are hiring physi-
cians, technicians and nurses trained to American and European standards, and 
where qualiýed personnel are not available locally, they are recruiting expatri-
ates.

The Emerging Market for Medical Tourism
Medical tourism is growing and diversifying.  Estimates vary, but 

McKinsey & Company and the Confederation of Indian Industry put gross 
medical tourism revenues at more than $40 billion worldwide in 2004.1  Oth-
ers estimate the worldwide revenue at about $60 billion in 2006.2  McKinsey 
& Company projects the total will rise to $100 billion by 2012.3  [See Figure 
I.]  

FIGURE  I

Worldwide Medical Tourism Industry 
(billions of U.S. dollars)

2004 2012

$100 billion

Source: McKinsey & Company and the Confederation of Indian Industry.

$40 billion
“Medical tourists are seeking 
high quality medical care at 
affordable prices.”
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Internationally-known hospitals, such as Bumrungrad in Thailand and 
Apollo in India, report revenue growth of about 20 percent to 25 percent an-
nually.4  McKinsey & Company estimates that Indian medical tourism alone 
will grow to $2.3 billion by 2012.5  Singapore hopes to treat 1 million foreign 
patients that year.6 

Reports on the number of patients traveling abroad for health care over 
the past few years are scattered, but all tell the same story.  In 2005:

Approximately 250,000 foreign patients sought care in Singapore, 
and 500,000 traveled to India for medical care.7  

	 Thailand treated as many as 1 million foreign patients.8  

The foreign patients treated in these countries included some of the 
500,000 Americans who traveled abroad for medical treatment that year.9 

Residents of countries with national health insurance, including Canada 
and the United Kingdom, often travel to other countries, including the United 
States, because they lack timely access to elective procedures due to ration-
ing.  In Canada, physicians cannot privately treat their fellow Canadians if 
those treatments are covered by the government health plan (Medicare).  Also, 
national health systems sometimes deny treatment to particular patients (for 
example, because of age or physical condition), and some treatments may not 
be available to any patients (for example, because of cost).10

However, for most medical tourists, including those from the United 
States, the reason for travel is ýnancial.  The effect of ýnancial incentives on 
Americans’ willingness to travel for medical care is shown by a recent nation-
wide survey.

	 Almost no one would travel a great distance to save $200 or less.

Fewer than 10 percent would travel to save $500 to $1,000.

	 About one-quarter of uninsured people, but only 10 percent of 
those with health insurance, would travel abroad for care if the sav-
ings amounted to $1,000 to $2,400.

	 For savings exceeding $10,000 about 38 percent of the uninsured 
and one-quarter of those with insurance would travel abroad for 
care.11

Some American medical tourists are seeking lower prices for treat-
ments not covered by insurance (such as cosmetic surgery and weight loss 
surgery).  Uninsured patients paying the cost out of their own pocket travel 
because American hospitals often charge cash-paying, uninsured individuals 
inþated ñlistò prices, which can be much higher than government or private in-
surers have to pay.12  Also, a small but growing number of insurers are creating 
health plans that encourage enrollees to shop for better prices among approved 
vendors in other countries and allow them to share in the savings.  There are 

“Medical tourists include 
residents of countries with 
national health insurance, 
where heath care is ra-
tioned.”
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also potential savings for insured patients who bear some of the cost through 
copayments and deductibles.  For example, if a procedure cost $4,000 less 
in another country, a patient required to pay 20 percent of the cost (through a 
copayment) would save $800 out of pocket.

Where Do Patients Seek Treatment?  Most American medical tour-
ists seek treatment in Mexico and other Latin American countries.  Clinics in 
Brazil and Argentina have offered low-cost cosmetic surgery for years.13  India 
and Thailand are now promoting their high-tech facilities for more serious 
procedures, including hip and knee replacements and cardiac surgery.14  Other 
destinations include Singapore, Belgium and South Africa.15  Many Northern 
and Western Europeans travel to Central and Eastern Europe for low-cost 
medical and dental services.16 [See the sidebar, ñMedical Tourism Destina-
tions.”]

Cross-Border Medical Tourism.  It may be impractical for sick 
Americans to travel to faraway places like India and Thailand for major sur-
gery.  But many types of medical services are available nearby — in Mexico 
and elsewhere in Latin America .

Mexico.  Mexican physicians have a thriving business treating Ameri-
can (and Canadian) retirees searching for of low-cost drugs, dental care and 
physician services.17  Prices in Mexico are about 40 percent lower than in the 
United States.  Cash-paying, uninsured Americans can ýnd better deals on 
procedures in Mexico, including price quotes and package prices, which most 
American hospitals do not offer.18

Indeed, some Arizona retirement communities have regular bus tours 
to take residents across the Mexican border for prescription drugs and dental 
care.19  Some health plans in Southern California offer lower premiums and 
copayments to patients who use network providers across the border in Ti-
juana.20  Facilities are being built in Mexican border towns to take advantage 
of these plans.21  

Dallas-based International Hospital Corp. operates four Mexican 
hospitals, three close to the U.S. border and one near Mexico City (it has other 
facilities in Brazil and Costa Rica).22  A Mexican partnership called Christus 
Muguerza is building and operating hospitals in Mexico that meet American 
standards.  It has identiýed 40 communities along the U.S.-Mexican border 
where it intends to build facilities.23 

Some 40,000 to 80,000 American seniors live in Mexico.  In addi-
tion to health care at lower prices (Medicare does not cover care outside the 
United States), a number of them receive nursing home care at bargain prices.  
In most areas of the United States, the cost of nursing home care can easily 
surpass $60,000 per year.  But in Mexico, high quality long-term care costs 
only about one-fourth as much.  For about $1,300 per month, a senior can get 
a studio apartment that includes laundry service, cleaning, meal preparation 
and access to around-the-clock nursing care.24  

“Most American medi-
cal tourists seek treatment 
in Mexico and other Latin 
American countries.” 
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Medical Tourism Destinations
Cost and quality are obviously the most important factors patients consider in 

choosing speciýc destinations for treatment.  But many patients also consider amenities 

commonly found in resorts and hotels.  

India.  Despite the long travel time involved, India is a popular destination for 

medical tourists.  It arguably has the lowest cost and highest quality of all medical tourism 

destinations, and English is widely spoken.  Several hospitals are accredited by the Joint 

Commission International (JCI) and staffed by highly trained physicians.  Prices can be 

obtained in advance, and many hospitals bundle services into a package deal that includes 

the medical procedure and the cost of treating any complications.1  Hotel accommodations 

are extra, but hospitals often have hotel rooms or can offer discounts for hotels nearby.

Thailand.  This popular destination for medical tourists rivals India in price and 

quality.  Thailand’s large tourist industry is one reason it has a better infrastructure and less 

noticeable poverty than India.2  Prices are typically not as low as in India, and Thai hospi-

tals do not offer ýxed pricing.  However, food and lodging during recuperation will likely 

be less expensive than in India due to Thailand’s competitive tourism industry.3  Bangkok’s 

Bumrungrad International Hospital is a world-class private health care facility built for 

wealthy Thais, but foreigners comprise more than one-third of its patients.  

Singapore.  English is also widely spoken in this former British colony, located ap-

proximately 1,000 miles south of Bangkok.  Singapore has modern, high-quality hospitals 

and is home to three hospitals accredited by the JCI.4  Prices are higher than in Thailand or 

India but are much lower than in the United States.

Central and South America.  Mexico has been popular for some time with Ameri-

can patients seeking primary and dental care.  But to attract cash-paying American patients 

for surgical services, health care systems are building hospitals and clinics with the high 

level of service and amenities that American patients have come to expect.  For instance, 

Americans expect professional medical staff and upscale private rooms in clean, modern 

facilities.  They also expect high-tech equipment that American hospitals would possess.

Other Latin American countries provide services as well:

Costa Rica is best known for quality dental work, with prices one-third to one-

half of those in the United States.5   
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1 Information from PlanetHospital Web site; and Malathy Iyer, ñIndia Out to Heal the World,ò Times of 
India, October 26, 2004.
2 Conversation with Tom Borta, PlanetHospital’s vice president client relations, September 2006.  India 
has a shortage of hotels, and its infrastructure is notoriously poor.  See ñTourism without infrastructure?ò 
December 2006.  Available at http://healthabroad.net/blog/?p=88. Access veriýed June 2007.  Also see 
ñShortage of 1.5 Lakh Hotel Rooms: Govt,ò ZeeNews.com, November 30, 2006.  Available at http://
www.zeenews.com/znnew/articles.asp?rep=2&aid=339065&ssid=50&sid=BUS.  Access veriýed June 22, 
2007.
3 Information from PlanetHospital Web site.
4 Ibid.
5 Jeff Schult, ñA New Smile (for Half the Price),ò Northeast (Hartford Courant), May 23, 2004.  Available 
at http://www.tftb.com/beautyfromafar/.  Accessed April 30, 2007.  This work was later expanded into 
the book by Jeff Schult, Beauty from Afar: A Medical Tourist’s Guide to Affordable and Quality Cosmetic 
Care Outside the U.S. (New York: Stewart, Tabori & Chang, 2006). 
6 See http://www.PlasticSurgeryJourneys.com.
7 ñOliver Balch Charts the Irresistible Rise of the Tango-and-Boob-Job Break in Argentina,ò Guardian 
Unlimited, October 24, 2006.
8 Ibid.
9 Web site http://www.plenitas.com. 
10 Marina Sarruf, ñBrazil Wants to Make Medical Tourism a One-Million Dollar Industry,ò Brazzil Maga-
zine, February 8, 2007. 
11 Sharon Reier, ñMedical Tourism: Border Hopping for Cheaper and Faster Care Gains Converts,ò Inter-
national Herald Tribune, April 24, 2004.

Colombia is a favorite destination for cosmetic surgery.6   

Argentina and Brazil have long been known for cut-rate plastic surgery, and 

more advanced treatments are becoming available.7 

Plenitas is a Buenos Aires-based boutique clinic that arranges medical travel.8  Al-

though most of the services provided are cosmetic surgeries, it also offers in vitro fertiliza-

tion and bariatric (weight loss) surgery.9  Nine Brazilian organizations have established a 

health care consortium to market Brazil as a medical tourism destination in various coun-

tries.10 

Europe.  Northern and Western Europeans have numerous opportunities to get 

lower-cost medical and dental care:

Germans favor Szczecin, Poland, less than 100 miles from Berlin, for low-cost, 

high-quality dental work. 

Sopron, Hungary, less than an hour’s drive from Vienna, Austria, caters to 

medical tourists.  Sopron has more than 200 dentists and 200 optometrists, 10 

times as many as would be expected in a town of 20,000 people.11   
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Latin America.  Costa Rica and Panama are popular destinations 
for medical travel.  Around 150,000 foreigners sought care in Costa Rica in 
2006.25  This is amazing, considering that Costa Rica is a country of only about 
4 million people.  By contrast, in 2006 just 250,000 foreigners sought care in 
the United States — a country with nearly 300 million more residents.26  

Panama has high quality health care, concentrated primarily in the 
metropolitan areas.  Medical standards at Panama’s top hospitals are compa-
rable to those in the United States.  Indeed, many Panamanian physicians were 
trained in the United States.  Hospital Punta Paciýca in Panama City, Panama, 
is an afýliate of U.S.-based Johns Hopkins International.27   Medical care in 
Panama is 40 percent to 70 percent less expensive than in the United States.28 

Medical Tourism within the United States.  Domestic medical 
travel involving patients seeking more advanced treatment facilities in other 
cities or states is relatively common. Specialty hospitals built to provide ortho-
pedic and cardiac treatment attract patients from many communities.  These 
facilities generally provide better quality care and higher patient satisfaction 
than general hospitals.29  Many patients travel great distances to receive care at 
the world-renowned Cleveland Clinic and the Mayo Clinic, two high quality 
health care providers.     

How Patients Obtain Treatment Abroad
Patients who arenôt familiar with speciýc medical facilities abroad 

can coordinate their treatment through medical travel intermediaries.  Many 
intermediaries use the Internet to recruit patients.30  These services work like 
specialized travel agents.31  Clients of MedRetreat, for example, can choose 
from a menu of 183 medical procedures from seven different countries:  India, 
Thailand, Malaysia, Brazil, Argentina, Turkey and South Africa.32  

Intermediaries investigate health care providers and screen customers 
to assess those who are physically well enough to travel.  Some intermediar-
ies are afýliated with speciýc medical providers and send patients exclusively 
to those providers.  But most intermediaries seek to create a broad network of 
providers and destinations to meet the diverse needs of patients.  For instance, 
some patients might prefer to pay a higher fee in exchange for less travel time, 
while others might be willing to travel greater distances to save money.

In addition, intermediaries often have doctors and nurses on staff to as-
sess the medical efýcacy of procedures and help patients select physicians and 
hospitals.  For example, Medical Tours International, which sent more than 
1,300 patients abroad in 2005, employs medical personnel to assist patients in 
trip planning and treatment decisions.33  

One of the best-known ýrms in the medical tourism industry is Califor-
nia-based PlanetHospital.  [See the sidebar, ñPlanetHospital.ò] 

“Medical intermediaries help 
patients select physicians and 
hospitals.”
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PlanetHospital

PlanetHospital is a medical tourism intermediary that screens pro-

viders to ensure quality of care and assists in connecting patients to interna-

tional health care providers.  The company only refers patients to providers 

with recognized credentials that meet American standards.  Once Plane-

tHospital has identiýed quality health care providers, it works closely with 

them to ensure they maintain quality and provide superior patient services.  

If the providers fail to do so, they are dropped from the referral network.

Initial patient screening consists of these steps:

When a client contacts PlanetHospital, the medical staff reviews 

the patient’s medical history to determine whether or not he or 

she is well enough to travel.

Staff members then help the client choose an appropriate physi-

cian and destination.

The clientôs medical records are digitized and placed online to 

allow physicians in the destination country to review his or her 

medical history. 

PlanetHospital then arranges a conference call between the po-

tential patient and physician to discuss the procedure.

Once the patient chooses a physician, PlanetHospital assigns a case 

manager from the destination country to make arrangements for the proce-

dure, including additional details such as cell phone service, transportation 

and airport transfers.  Case managers attend to all needs that arise while the 

patient is in the destination country.  While some intermediaries charge a 

percentage of the fees patients pay for medical care, PlanetHospital charges 

a $295 concierge fee for arranging medical trips.

“PlanetHospital charges a 
þat fee for medical intermedi-
ary services.”
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FIGURE  II

Cost of Rhinoplasty 
(thousands of U.S. dollars)

India Croatia, 
Egypt, Turkey

United 
States

$4,500

Source: Sarah Dawson with Keith Pollard, ñGuide to Medical Tourism,ò Treat-
mentAbroad.net, 2007; and ñCosmetic Plastic Surgery Costs,ò available 
at http://www.cosmeticplasticsurgerystatistics.com/costs.html.

$850

United 
Kingdom

$1,500

$3,500

Why Treatment Abroad Costs Less
Fees for treatments abroad range from one-half to as little as one-ýfth 

of the price in the United States.  In some cases prices are 80 percent lower 
abroad.  Savings vary depending upon the destination country and type of 
procedure performed.  

For example:

	 Apollo Hospital in New Delhi, India, charges $4,000 for cardiac 
surgery, compared to about $30,000 in the United States. 

	 Hospitals in Argentina, Singapore or Thailand charge $8,000 to 
$12,000 for a partial hip replacement — one-half the price charged 
in Europe or the United States. 

	 Hospitals in Singapore charge $18,000 and hospitals in India 
charge only $12,000 for a knee replacement that runs $30,000 in 
the United States.

	 A rhinoplasty (nose reconstruction) procedure that costs only $850 
in India would cost $4,500 in the United States.34  [See Figure II.]  

“Pricing is highly competi-
tive for procedures that aren’t 
covered by insurance.”
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Patients can also ýnd lower-priced nonsurgical procedures and tests 
abroad:

	 An MRI in Brazil, Costa Rica, India, Mexico, Singapore or Thai-
land costs from $200 to $300, compared to more than $1,000 in the 
United States.35 

	 A six-hour comprehensive ýtness exam ð including an echocar-
diogram, stress test, lung-function test and ultrasound of internal 
organs — costs only $125 at India’s Rajan Dhall Hospital; a simi-
lar battery of tests in the United States could easily top $4,000.36 

Why Are Foreign Hospitals Able to Offer Lower Prices?  Prices for 
treatment are lower in foreign hospitals for a number of reasons. 

Labor costs.  In the United States, labor costs equal more than half of 
hospital operating revenue, on the average.37  Wage rates and other labor costs 
are lower overseas; speciýcs were not available, but as one example, at Fortis 
hospitals in India:38 

FIGURE  III

Private Out-of-Pocket Spending on Health Care

Thailand India

78%

Source: Sarah Dawson with Keith Pollard, ñGuide to Medical Tourism,ò Treat-
mentAbroad.net, 2007; and ñCosmetic Plastic Surgery Costs,ò available 
at http://www.cosmeticplasticsurgerystatistics.com/costs.html.

13%

Mexico

26%

51%

United 
States

“Prices are lower where 
patients pay out of pocket for 
health care.”



10     The National Center for Policy Analysis

	 Doctors earn about 40 percent less than comparable physicians in 
the United States.

	 Median nursesô salaries are one-ýfth to one-twentieth of those in 
the United States.  

	 The wages of unskilled and semiskilled labor, such as janitors and 
orderlies, are also much less. 

These lower labor costs make it much less expensive to build and oper-
ate hospitals in other countries.39

Less (or No) Third-Party Payment.  Markets tend to be bureaucratic 
and stiþing when insurers or governments pay most medical bills.40  In the 
United States, third parties (insurers, employers and government) pay for about 
87 percent of health care.41  So patients spend only 13 cents out of pocket 
for every dollar they spend on health care.  As a result, they do not shop like 
consumers do when they are spending their own money, and the providers who 
serve them rarely compete for their business based on price.  

A much higher percentage of private health spending is out of pocket 
in countries with growing, entrepreneurial medical markets.  For instance, 
patients pay 26 percent of health care spending out of pocket in Thailand, 51 
percent in Mexico and 78 percent in India.42  [See Figure III.]  When patients 
control more of their own health care spending, providers are more likely to 
compete for patients based on price.  Consequently, these countries have more 
competitive private health care markets.

In the United States, the markets for those medical services for which 
patients usually pay out of pocket, such as elective cosmetic surgery or vision 
correction (Lasik), are much more entrepreneurial and competitive.  Patients 
control the dollars that pay for these procedures, so physicians compete with 
one another on price.  For example, the cost of standard Lasik has fallen about 
20 percent over six years.  

Price Transparency and Package Pricing.  One criticism of American 
hospitals and clinics is that prices are difýcult to obtain and often meaningless 
when they are disclosed.43 Patients who ask potential providers to quote a price 
are likely to be disappointed.44  In fact, many people have little idea of the cost 
of medical treatments.  A recent Harris Poll found:45

	 Consumers can guess the price of a new Honda Accord within 
$1,000, but when asked to estimate the cost of a four-day hospital 
stay, those same consumers were off by $12,000! 

	 Furthermore, 68 percent of those who had received recent medical 
care did not know the cost until the bill arrived, and 11 percent said 
they never learned the cost at all.  

In the international health care marketplace, the situation is quite dif-
ferent.  Package prices are common, and medical travel intermediaries help 

“Package prices for services 
are common.”
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Angioplasty	 $98,618	 $44,268	 $11,000	 $13,000	 $13,000 

Heart bypass 	 $210,842 	 $94,277 	 $10,000 	 $12,000 	 $20,000 

Heart-valve  
replacement 	 $274,395 	 $122,969 	 $9,500 	 $10,500 	 $13,000  
(single)					   

Hip replacement	 $75,399 	 $31,485 	 $9,000 	 $12,000 	 $12,000 

Knee replacement	 $69,991 	 $30,358 	 $8,500 	 $10,000 	 $13,000 

Gastric bypass 	 $82,646 	 $47,735 	 $11,000 	 $15,000 	 $15,000 

Spinal fusion	 $108,127 	 $43,576 	 $5,500 	 $7,000 	 $9,000 

Mastectomy 	 $40,832 	 $16,833 	 $7,500 	 $9,000 	 $12,400 

TABLE  I

The Cost of Medical  
Procedures in Selected Countries 

(in U.S. dollars)

* Retail price and insurers’ costs represent the mid-point between low and high ranges.
** U.S. rates include at least one day of hospitalization; international rates include 

airfare, hospital and hotel.
Sources: Subimo (U.S. rates); PlanetHospital (international rates), cited in Unmesh 

Kher, ñOutsourcing Your Heart,ò Time, May 21, 2006.

		  U.S.	 U.S.			 
	 Procedure	 Retail Price*	 Insurers’ Cost*	 India**	 Thailand**	 Singapore**

patients compare prices.  [For examples, see Table I.]  Even providers who 
do not offer ýxed pricing will provide reasonably accurate price quotes.  As a 
result, medical centers and clinics that treat large numbers of medical tourists 
routinely quote prices in advance and look for ways to reduce patients’ costs.46    

Few Cross-Subsidies.  In American full-service nonproýt general hos-
pitals, revenues from treatments for some patients are used to cover the costs 
of providing treatments to other patients.  This cross-subsidization is possible 
because some medical procedures produce more revenue than it costs to pro-
vide them.  For example, the revenue from routine heart catheterization pro-
cedures or diagnostic imaging systems in a community hospital might be used 
to subsidize indigent health care or the cost of operating the emergency room.  
This means that a hospital’s charges for the heart procedure more than cover 
its costs, but its charges for emergency room care do not cover those costs.  If 
there is no competition for the business of heart patients in the hospital’s ser-
vice area, it can cross-subsidize without losing revenue.  

However, a provider who does not cross-subsidize could offer the 
cardiac treatment for a lower price or could make a proýt charging the same 

“Cash-paying patients pay 
higher prices than insurers in 
most U.S. hospitals.”
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price.  In the United States, such providers have emerged in the form of highly 
efýcient specialty hospitals.  Nonproýt community hospitals complain that 
specialty hospitals skim off lucrative surgeries but do not provide the services 
that community hospitals do, such as emergency departments and charity care 
for the uninsured.  This has led to a moratorium on new specialty hospitals in 
the Medicare program.47

Streamlined Services.  Some foreign medical providers operate highly 
efýcient ñfocused factories.ò  These are specialty clinics and hospitals where 
tasks and procedures have been streamlined for the highest efýciency ð simi-
lar to the way a Toyota automotive plant operates.48  For example, Fortis 
Healthcare’s Rajan Dhall Hospital in New Delhi uses a business model that 
combines the personalized service of the hotel industry with the industrial 
processes of an automaker — both industries in which its senior executives 
have experience.49  Jasbir Grewal, Rajan Dhall’s vice president for operations, 
spent years working for the Hilton hotel chain.  He describes their hospital as 
ña hotel providing clinical medical excellence.ò  Fortis chairman Harpal Singh, 
who came from the automotive industry, emphasizes the need to streamline 
processes in such a way that procedures can be performed quickly and efý-
ciently.50

Limited Malpractice Liability.  Malpractice litigation costs are also 
lower in other countries than in the United States.  While American physicians 
in some specialties pay more than $100,000 annually for a liability insurance 
policy, a physician in Thailand spends about $5,000 per year.  Thailand does 
not compensate victims of negligence for noneconomic damages, and malprac-
tice awards are far lower than in the United States.51  

Fewer Regulations.  Excessive health care regulations in the United 
States prevent American hospitals from making the sort of collaborative ar-
rangements many international hospitals use.  For instance, facilities abroad 
can structure physiciansô compensation to create ýnancial incentives for the 
doctors to provide efýcient care, whereas American hospitals usually cannot.  
The reason:  Physician compensation arrangements in American hospitals can-
not violate the Stark (anti-kickback) laws.  

Foreign hospitals can also employ physicians directly ð a practice pro-
hibited by many states.52  For instance, physicians in India contract with hospi-
tals to provide a certain number of hours per month in return for a guaranteed 
ýxed fee.  Patients select the hospital based on reputation and then choose an 
appropriate doctor who works with the hospital.  In this regard, physicians 
depend on hospitals for business rather than the other way around. 

Ensuring Quality for Medical Tourists
Some American medical trade groups caution patients about the quality 

of treatment abroad.53  Speaking of foreign medical providers, Bruce Cun-

“Foreign hospitals have 
fewer cost-increasing regula-
tions and cross-subsidies.”


