Secrets of healthcare
pricing revealed:

How new price transparency rules and the
surprise billing law may transform provider-payer
negotiations and influence consumer trust

The opaque nature of US healthcare prices has
stifled efforts to use market forces to reduce
spending in the most expensive healthcare
system in the world. With two new federal rules
that will drive hospital-insurer pricing information
out into the open, and new legislation to
protect consumers from surprise medical

bills, health organizations should react quickly
as transactions between hospitals, payers,
employers and consumers are made more
public. As more pricing information becomes
available than ever before, organizations should
rethink contracts, negotiation strategies and
ways to build trust with consumers.

Hospitals have started posting new data
showing negotiated rates paid by insurers for
medical services and products. Competitors
and third parties are sweeping up the

mig|
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data. Next year, insurers face similar new
requirements under a rule finalized by the Trump
administration in late 2020 that would make
prices public for in-network and out-of-network
care and for some prescription drugs.

Traditional healthcare organizations and

new entrants have the opportunity to extract
fresh insights from the newly public data and
create innovative tools to help consumers to
clearly understand prices. Organizations that
move quickly may emerge as key partners to
help payers, providers, and pharmaceutical
and life sciences companies respond to the
new regulations and enhance the consumer
relationship. Or they may emerge as rivals to
take advantage of the disclosures to poach
market share, forcing unprepared organizations
to adapt quickly.



First up: Hospital transparency rule requires

public disclosure of negotiated rates

The first step in shining more light on healthcare pricing data
comes in the form of a CMS final rule that took effect on
Jan. 1. The rule requires hospitals to publicly post standard
charges for all items and services—including negotiated
rates with each insurer. Hospitals also must post their gross
charges, which is the amount they bill without any discounts,
and discounted cash prices charged to self-pay individuals,
as well as the de-identified minimum and maximum charges
for all services and products.

Although 70% of provider leaders surveyed by PwC’s Health
Research Institute (HRI) in 2020 said they expected their
organizations to be in compliance with the rules by January,
an HRI analysis found vast variation in compliance (see
Figure 2). As of March 2, 95 of 102 hospitals analyzed by
HRI had taken steps toward compliance by posting price
estimator tools and machine-readable files. However only 19
had posted all of the required information, according to
HRI’s analysis.

Provider executives surveyed by HRI in 2020 said they
recognize the importance of improved price transparency
to building consumer trust. Seventy-six percent said their
organization is developing a pricing transparency strategy
that is aligned with improving the patient experience.

For consumers, wading through many of the early posted
files likely will not yield useful information. Much of the data
posted by health systems is not easily comparable. For
example, while one health system might post the price of
200 mg of a sedative injected during a routine colonoscopy,
another might post the bundled price for the whole
colonoscopy service.
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Figure 1: Price transparency rules unleash
new data

Hospital Timeline

January Hospitals required to publicly post:

2021 Machine-readable file with standard charges including:
" Gross charges
" Discounted cash prices
" Payer-specific negotiated rates
" De-identified minimum and maximum charges

Pricing information for 300 “shoppable” services in a
consumer-friendly way

Insurer Timeline

July Medical loss ratio reports filed by this
2021 date can take credit for "shared savings"
payments in their MLR calculations

3 Machine-readable files posted online with:

" Negotiated rates for in-network providers

® Historical payments to, and billed charges from,
out-of-network providers

" In-network negotiated rates and historical net
prices for all covered prescription drugs at the
pharmacy location level

Online tool with cost sharing, and the underlying
negotiated rates, for 500 covered healthcare items
and services, including prescription drugs

January All services posted through online tool

2024

44 a3


https://www.govinfo.gov/content/pkg/FR-2019-11-27/pdf/2019-24931.pdf

Figure 2: Hospitals show wide variation in early compliance with new price transparency rule

In the new price transparency rule, CMS requires hospitals to post a machine-readable file (MRF) that includes these
standard charges for all hospital items and services: gross charges, payer-specific negotiated rates, discounted cash
prices and de-identified minimum and maximum negotiated charges. HRI assessed hospital compliance in February
and March 2021.

No action <« » Compliant
® MRF not yet posted MRF posted " MRF posted MRF posted
" MRF not accessible by " MRF accessible and easy to ™ MRF accessible and easy to
consumers, or interpret interpret
" MRF is available but does " MRF includes all 5 standard ™ MRF includes all 5 standard
not provide all 5 standard charges charges
charges ® MRF includes <5 payers ® MRF includes >5 payers,
and

" MRF includes billing codes

Hospitals part of large
health systems

Hospitals part of medium/

1 1 1
small health systems 5 8 0
Academic medical centers 0 8 0 2 10
Rural / community hospitals 0 8 1 1 10
Total 7 68 8 19 102

Note: Analysis is based on MRF only
Source: Health system and hospital websites, Becker’s Hospital Review

PwC'’s Health Research Institute Regulatory Insights 3


https://www.beckershospitalreview.com/largest-hospitals-and-health-systems-in-america-2019.html


“The information is scattered on hospital websites all over
the country in different formats and different user access
mechanisms” said Niall Brennan, president and CEO of the
Health Care Cost Institute, in an interview with HRI. “There is
absolutely no way whatsoever that any consumer can use the
information in an actionable way.”

Even if consumers may be stymied from using the publicly
posted information, payers, providers and new entrants can
collect the data and derive insights that can be used to their
advantage with competitors and in negotiations.

Providers can see how their rates fare in their region and can
start to build cases for why they deserve their rates or why
these rates should be increased. Higher cost providers will
want to understand how their rates will be viewed by the public
and whether they might want to emphasize special facilities,
expertise, research or better outcomes. On the other hand,
providers that learn their rates are below average might see a
path to promote themselves as a high-quality, affordable option,
even carving out certain services to target.

Payers can scrutinize the data, region by region, procedure

by procedure, to develop arguments against paying high-cost
providers much higher rates than others. They also may use the
information to design narrow networks that take advantage of
the information, and feature providers with lower rates.

Employers likely will have interest in scrutinizing the deals they
are getting from these arrangements as well. Data firms and
new entrants may step forward to help employers understand
the pricing information and consider making changes.

The hospital price transparency rule also requires hospitals
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to post pricing information for 300 “shoppable” services in a
consumer-friendly way. Many health systems already had some
form of online tool available, so this requirement appears to pose
less of a lift for compliance. Still, these tools require consumers
to have a certain degree of savviness and knowledge to be
useful and to be interpreted accurately. The CMS rule lists 70
“shoppable” services that must be included in the online tool

if the hospital offers the service, from a basic metabolic panel

to gallbladder removal, but gives providers the flexibility to
choose the 230 other services. This leaves room for hospitals to
strategize. With the deadly COVID-19 pandemic still confronting
the nation, the American Hospital Association has asked CMS to
use enforcement discretion as hospitals continue to respond.

The opportunities presented through more shoppable healthcare
delivery has been the focus of a number of business models,
such as that of Castlight Health, which provides tools that
merge cost information with data on quality and personalized
recommendations. Change Healthcare offers payers a tool that
allows members to shop for services, while HealthSparg has
also rolled out cost transparency tools.

Companies such as Accolade, which partners with employers
to offer personalized, tech-enabled solutions to help employees
better navigate the healthcare system, have described the new
transparency rules as an exciting development. “What that
allows us to do is have even more granular data that we can use
in concert with other data,” such as provider quality, Accolade’s
chief medical officer, Dr. Shantanu Nundy, said during the
company'’s third-quarter 2021 earnings call. “We look at it as
really additive to what we’re able to provide, which is we’re

able to combine multiple data points together, including price
transparency data, and deliver that in a way that consumers can
understand and actually help them make that right decision for
them and ultimately get to better health outcomes.”



https://www.aha.org/system/files/media/file/2020/12/aha-letter-to-biden-harris-transition-team-price-transparency-rule-letter-12-21-20.pdf
https://www.castlighthealth.com/2019/11/15/going-beyond-the-price-tag-in-healthcare-transparency/
https://www.changehealthcare.com/solutions/transparency-provider-search#sort=relevancy&numberOfResults=12
https://healthsparq.com/solutions/cost-estimation/
https://www.fool.com/earnings/call-transcripts/2021/01/07/accolade-inc-accd-q3-2021-earnings-call-transcript/

Figure 3: A tale of two hospital strategies: What a patient shopping for a colonoscopy would find in
hospitals’ machine-readable files (MRF)

Example 1:
Hospitals show all standard charges for a colonoscopy
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When searching for colonoscopy within the procedure description, the consumer would need to understand the specific
procedure they were having, and possibly need the CPT code.

e Consumers can see the self-pay rate, the maximum and minimum amount charged for the service and the negotiated rate
by insurer, but would need specifics on their insurer and plan to get to correct rate.

Example 2:
Hospitals show only gross charge for a colonoscopy or post in hard-to-read format

Service R Price. -
COLONOSCOPY & POLYPECTOMY 84712
COLONOSCOPY FLX W/ENDOSCOPIC MUCOSAL RESECTION $4,504
COLONOSCOPY FOR BLEEDING $4521
COLONOSCOPY STOMA W/BIOPSY SINGLE/MULTIPLE $1.816
COLONOSCOPY SUBMUCOUS NIX $4,504
COLONOSCOPY THRU STOMA SPX $1,663
COLONOSCOPY VIA STOMA W/ EMR 55,551
COLONOSCOPY W/ABLATION $4,504
COLONOSCOPY W/BALLOON DILAT 54,504
COLONOSCOPY W/BAND LIGATION $4,504
COLONOSCOPY W/BIOPSY SINGLE/MULTIPLE 54,504
COLONOSCOPY W/CONTROL BLEED $4,504
[COLONOSCOPY W/DILATION 51,890
COLONOSCOPY W/ENDOSCOPE US $4,504
COLONOSCOPY W/ENDOSCOPIC FNB. 54,504
COLONOSCOPY W/FB REMOVAL $4,504
COLONOSCOPY W/INJECTION 52,803
COLONOSCOPY W/NDL ASPIR/BX 56,945
COLONOSCOPY W/ULTRASOUND 51,835
COLONOSCOPY WITH ABLATION $5,810
COLONOSCOPY WITH HOT BIOPSY/BIPOLAR CAUTERY 54,504
COLONOSCOPY WITH POLYP SNARE $4,504
COLONOSCOPY WITH STENT PLACEMENT 54,817
DIAGNOSTIC COLONOSCOPY $3,000

When searching for “colonoscopy” within procedure description, multiple types of colonoscopies were included within the

MRF document, meaning consumers would again need to understand specifics about their procedure, which may be
unknown to them.

2]

are unavailable. The files are difficult to digest.

Consumers can view the gross charge for the services; however, the other standard charges, including payer-specific rates,

In the example illustrated in Figure 3, to use the pricing data, consumers may have to convert files, scan giant spreadsheets
for every service or item they are getting, correctly interpret column headers, understand the definitions of different pricing
mechanisms shown, know the CPT or DRG code involved, and line it all up with their specific payer and specific plan.
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Do consumers want this data? Figure 4: A snapshot of consumer healthcare

Least likely to shop

the negotiated rates their insurers pay for, say, an MRI, an If uninsured or have Insurance If on Medicare
emergency room visit or a knee replacement. plan purchased directly type

from health insurer
As far as consumer attitudes toward shopping for care, 31% For major or minor Medical For lab work
of consumers surveyed by HRI said they had shopped for surgeries service

shopping

The Trump administration issued the rules as part of its

focus on making healthcare more “shoppable” for American
consumers, who have long struggled to make sense of Most likely to shop
their own share of healthcare bills, let alone understand

primary care services they needed in the past two years,
while 25% had shopped for lab work, according to HRI’s
Spring 2020 consumer survey (see Figure 4).

Using online tool Shopping By calling hospital

% @

provided by health method and asking for a
insurer quote
At the same time that new pricing data are revealed,
consumers will be entering a new phase when it comes to 25-34 years old 0 Qo] Age 65+ years old
their personal healthcare data, as new federal rules around [\] group

interoperability make their health information available to

them through application programming interfaces on their "Healthy families" g g Consumer ~ Consumers with
smartphones, and encourage more data sharing among with dependents YY] group chronic conditions
providers and payers. under 18

Source: PwC Health Research Institute consumer survey,
April 28-May 8, 2020

Thirty-one percent of consumers
surveyed by HRI in Spring 2020
reported having shopped around
for the lowest-cost primary care
option in the past two years.

|
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https://www.hhs.gov/about/news/2020/10/29/trump-administration-finalizes-rule-requiring-health-insurers-disclose-price-and-cost-sharing.html
https://www.pwc.com/us/en/industries/health-industries/health-research-institute/fed-on-interoperability.html
https://www.pwc.com/us/en/industries/health-industries/health-research-institute/fed-on-interoperability.html

Insurers next up for price transparency

disclosure

The Trump administration’s insurer Transparency in Coverage
rule, finalized in October 2020, requires the release of pricing
information on the health plan side.

The Biden administration has not indicated what it plans to

do with this piece of regulation. The administration could let

the rule continue, or Congress could stymie it through the
Congressional Review Act. The first part of the insurer rule to
take effect involves medical loss ratio (MLR) calculations. In MLR
reports filed by July 31, 2021, insurers can take credit in their
MLR calculation for “shared savings” with consumers through
programs that encourage them to shop for lower-cost services.

The rule requires health plans to publicly post negotiated rates
with in-network providers, billed charges and allowed amounts
paid to out-of-network providers as well as the negotiated rate
and historical net prices for prescription drugs at the pharmacy
location level, starting with plan years that begin January 2022.

In January 2023, health plans are slated to face new
requirements that they have an online tool that displays cost-
sharing information as well as the underlying negotiated rates for
500 covered items and services, including prescription drugs.
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Like its hospital counterpart, the payer transparency rule

is intended to offer consumers a more complete picture of
healthcare prices, but this additional information also has the
potential to bewilder people. “From a consumer perspective,
the insurer data is only going to add to the confusion in the
marketplace,” Niall Brennan told HRI in an interview. “A hospital
releases information showing an appendectomy was $8,000,
then [the insurer] will release info showing $9,000. What is the
right price?”

The rule’s most significant impact may be to change the
dynamics of negotiations by giving payers, providers, employers
and pharmaceutical and life sciences companies more data.
Like the hospital industry, insurer groups such as America’s
Health Insurance Plans (AHIP) have raised concerns about these
insurer price transparency requirements, arguing that disclosing
privately negotiated rates creates a “floor—not a ceiling—for the
prices that drugmakers, providers and device makers would be
willing to accept,” said Matt Eyles, AHIP’s president and CEO, in
a statement.

The industry also argues that it already has transparency tools
for consumers. “Many of our members have terrific transparency
tools, including price and quality data, and are highly
personalized, so consumers could get their own information
about their copayment, their deductible, and locations where
services are offered,” Ceci Connolly, president and CEO of

the Alliance of Community Health Plans, told HRI. “We believe
that is the kind of user-friendly and useful price transparency
consumers want and need. Before this regulation takes effect,
we do hope the Biden administration will be looking at practical
elements here and making some adjustments.”


https://www.cms.gov/newsroom/fact-sheets/transparency-coverage-final-rule-fact-sheet-cms-9915-f
https://www.ahip.org/public-disclosure-of-privately-negotiated-rates-will-lead-to-less-affordable-health-care-for-americans/
https://www.ahip.org/public-disclosure-of-privately-negotiated-rates-will-lead-to-less-affordable-health-care-for-americans/

Implications for price transparency rules

Build trust with consumers. Proactive efforts to strengthen
consumer trust may be important foundationally as the
healthcare ecosystem shifts in response to the new regulations.
Consumer education campaigns that explain the value your
organization brings and help them understand the conversation
around healthcare prices will be key. Healthcare companies
should round out the picture with context on quality, outcomes
and expertise.

As the information is absorbed and scrutiny of medical costs
continues, healthcare organizations should be aware of risks
to their reputation from media headlines or research that casts
them in a negative light. Providers and payers should review
public relations strategies to enhance communication with
their audience and to market what sets them apart from

other competitors.

Ready your operations and data. While industry groups have
asked for leniency in enforcement and may continue to advocate
for change to the rules, the hospital version is already in effect.
The logistical requirements to clean and standardize datasets,
then create massive machine-readable files (no PDFs allowed),
can be burdensome.

Healthcare organizations should review their digital footprints
from a consumer perspective to make sure they have the right
applications and portals for consumers to access information

on shoppable services, as required by the rules. Providers

and payers also should improve the accuracy of the data

they release to make true estimates to patients in an easy-
to-understand format; otherwise they risk consumers making
reactive decisions based on incorrect or confusing information in
public data files.

Companies may consider using this as an opportunity to
enhance their relationship with consumers by building trust
through useful dashboards that help consumers make sense

of the pricing data and put it in the proper context. Physician
education also will be important, as front-line clinicians, already
facing burnout from COVID-19, may not be prepared to take
negative or even general questions from patients about prices.

Providers and payers also may need to identify permanent

solutions to reduce the burden of ongoing compliance and
updates. New partnerships may help fill those gaps.
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Conduct a market-based analysis of how the information
posted by your organization compares with competitors.
Payers, providers, data firms and researchers will be
downloading the files as quickly as they are posted. Healthcare
organizations should have a read on how the data they are
posting rank them in the market: Are they too low or too

high? They should scan how competitors in their market have
presented the information: Is it more consumer-friendly? Are
there inaccuracies or discrepancies in the types of pricing
information shared that may create confusion about where
your organization stands in the market? If pricing is higher

than competitor pricing, are there quality, convenience or other
factors that support higher pricing, and, if so, are they clear and
available for consumers to identify? This initial intelligence will
be important to building a data-driven response and protecting
your position in the marketplace.

Employers also may be interested in a market-based analysis

to see if their networks include providers that are higher cost
than average for the geographic area, or if other health plans are
negotiating better rates.

Develop strategies for negotiating new contracts. With the
new pricing information disclosed, providers and payers may
be looking to take advantage of it as they enter negotiations.
Payers may look to drive down their rates with high-cost
providers or bring out-of-network providers in network for lower
rates. Employers also may play a more activist role in response
to the public information, exerting more pressure.

Providers may want to make sure they are being paid fairly in
the marketplace. Providers with lower negotiated rates than
peer facilities may use data points on competitors’ rates to build
a case for increasing their reimbursement during renegotiation.
Those with higher rates may want to tie those prices to higher
quality and convenience, as payers and consumers may be
willing to pay what seem like higher prices in some cases if
there is a value argument or differentiation.

Consider opportunities for new entrants and impact to
pharma. Data and health information technology firms may

be poised to pull actionable information out of the newly
released files and develop consumer apps and other intuitive
tools for consumers and employers. Private equity firms may
see opportunities to invest in them, as well as in revenue cycle
management services that can improve front-office operations.



Pharmaceutical and life sciences companies will see some of
their pricing information made more public in the machine-
readable files hospitals already are releasing. Inconsistencies

in the ways that information is reported could lead to confusion
and potentially misdirected backlash toward pharmaceutical and
life sciences companies over perceived (or real) high drug prices.

The insurer price transparency rule would make public additional
pricing data, including in-network negotiated rates and historical
net prices for all covered prescription drugs at the pharmacy
location level. Pharmaceutical and life sciences companies and
pharmacy benefit managers should watch this area to see if new
entrants sweep up the data to extract insights that disrupt their
transactions or negotiations.

Figure 5: Price transparency rules raise strategic questions for providers and payers

Key questions

Compliance

Ov

J -

P

Public relations =

Pricing strategy

" How can you use price transparency
as an opportunity to improve the
consumer experience?

How can you proactively respond to
data posted by other providers/payers
to protect your brand’s reputation in

® |s your organization compliant with
the spirit of the CMS regulation and
able to pass periodic audits?

® |s your organization ready to produce -
the machine-readable files required?

" Wil insights on market pricing
change which services you
spotlight for consumers, or how
you set prices more broadly?

" How will insights on market
pricing affect contract

the marketplace?

negotiation strategies?

Steps for operational readiness

2

® Compile and standardize pricing data
for all items/services

® Determine which services to include
in list of shoppable services

" Review data for accuracy

Pricing data
analysis & cleanup
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— | External
= IEJ" communications

® Develop consumer-friendly tools
that provide the right context

® Tell your story through consumer
education programs that build trust

Reporting &
Analytics

® Stand up reporting/analytics
capabilities to track impacts of the
publicly-available data on consumer
behavior and competition

® Develop a team and processes to
ensure ongoing compliance
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Under the new law, if for example a patient seeks care at an
in-network hospital but is attended to by an out-of-network
anesthesiologist, the consumer would pay in-network cost
sharing for that service. The payer and the provider would have
30 days to negotiate a settlement before moving to arbitration
(see Figure 6).

New legislation protects consumers from
surprise medical billing

The No Surprises Act, passed in December 2020 as part of

the omnibus spending bill, may intersect with the new price
transparency regulations to affect contract negotiations between
payers and providers. The law establishes an arbitration process
starting in January 2022 that will resolve surprise bills arising
from out-of-network emergency services and out-of-network
ancillary services (such as lab, anesthesiology and radiology
services) delivered at in-network facilities.

Through the law’s “independent dispute resolution process,”
the payer and the provider each make an offer to resolve the
dispute, and the independent arbitrator selects one as binding.
The arbitrator can consider factors such as the median in-
network contracted rate in that insurance market, the acuity of
the case, the training required to treat, facility outcomes, and
good-faith efforts made to enter into network agreements. The
law prevents arbitrators from considering certain benchmarks,
like government payer rates and a provider’s usual and
customary charges.

The No Surprises Act limits the amount patients pay for out-of-
network services to their cost-sharing amounts had the services
been in network. These provisions also apply to emergency air
transport but not ground ambulances. The only exception for
which a provider can bill more than the cost-sharing amount is if
the patient receives out-of-network nonemergency services with
advance notice that the service is out of network and consents
to that service with a higher bill.

The losing side is responsible for paying administrative costs,
which may influence when organizations decide to pursue
arbitration, as payers and providers are loath to increase those
parts of their budgets. Once they go to arbitration, the initiating
party cannot take the same organization to arbitration again for
the same type of service for 90 days.

Figure 6: A new process to resolve billing disputes

Surprise Billing Independent Dispute Resolution (IDR) Process

® 2/ © @

’ Open Negotiations ' Independent Dispute ’ Arbitration ’ Arbitration

E Payer and provider have Resolution Payer and provider each The initiating party
an initial 30-day period i If parties cannot agree, i present offer to independent | cannot take the same
to negotiate a mutually i either payer or provider has HHS-certified arbitrator party to the arbitrator
agreed-upon payment i 4 days to initiate the for the same service for
amount for out-of- i dispute resolution process Arbitrator has 30 days to 90 days

network service choose one
i After initiation, parties have
3 days to choose an
arbitrator

If parties do not choose an
arbitrator in the 3-day
window, HHS will choose
one for them within 6 days
of initiation

b Start ' [ ' End pl
30 Days 7-10 Days 30 Days 90 Days
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https://www.congress.gov/bill/116th-congress/house-bill/133

The new price transparency rules inject new information into

the interactions between payers and providers that can be used
as they try to assess the market, reach a settlement or develop
arbitration strategies. While payers may try to bring high-cost
providers into their networks over time, out-of-network providers
may have to make near-term decisions about joining payer
networks or gauging the likelihood they can extract more than
in-network rates through settlement or arbitration.

“That is the $64,000 question when you go into these
negotiations: What is the starting point and what is your
leverage? The combination of transparency around negotiated
prices and some accumulated experience as the new surprise
billing rules go into effect will fairly quickly establish what those
negotiating benchmarks are,” said Alan Weil, editor-in-chief of
Health Affairs, in an interview with HRI. “The range of possible
negotiated endpoints is going to shrink, and whether it shrinks to
a place where providers are happy, the range will shrink, which
should create some stability. Whether it will be cheaper or not,
the ability to form networks should be a more stable endpoint.”

Figure 7: No Surprises Act protects consumers,
ushers in arbitration

December
2020

Timeline

No Surprises Act signed into law

® Establishes payer-provider independent
dispute resolution process for
out-of-network bills, protects consumer from
"surprise" bills

" “Good faith” cost estimates of cost-sharing
made before a scheduled visit

" Advance Explanation of Benefits: Payers
must share a provider’s network status and
“good faith” estimate of cost-sharing before a
scheduled visit

® No more gag clauses: Removes gag clauses
preventing group/individual payers from
disclosing provider cost/quality data
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No Surprises Act implications

Consumer trust and relationship-building are a key element
of payer and provider response. The price transparency

rules and surprise billing legislation underscore how frustrating
paying for healthcare can be for a consumer—the difficulty of
understanding where they are in their coverage and making
sense of how and when to shop for care.

As they grow accustomed to retail interactions that focus on
stellar customer experience, consumers may expect more clarity
around prices. Payer and provider education efforts should focus
on adding more of that clarity for consumers, to help build long-
term trust that strengthens member and patient relationships.

Improve billing processes to ensure more accuracy. To
provide “good-faith estimates,” providers and payers should
review their data systems to make sure they can deliver accurate
cost estimates for patients. They also should review the systems
used for insurance verification, as the accuracy of those
processes also will be essential once the No Surprises Act takes
effect. Companies should consider the contract management
technology in place to see if investments are needed.

Organizations may need to standardize data and merge
different data sets to fuel analytics strategies that can help
them proactively identify potential out-of-network situations and
educate consumers about their options to avoid them.

A data-driven view of the healthcare market, powered by
newly available pricing data, will strengthen arbitration
strategy. The expanded universe of pricing information that

will be public through the new price transparency rules could
enhance organizational intelligence on the marketplace and help
inform strategies on how to respond to the No Surprises Act.

OO0

Payers should review all the situations when out-of-network care
might occur, assess the potential financial impact, and expand
out-of-network mitigation strategies to prevent “balance billing”
situations. Organizations also should look to understand how
the federal law interplays with laws in 32 states that already have
their own surprise billing laws on the books.

Payers and providers should understand when to pursue
arbitration, as each side will try to use leverage to force rates up
or down, or control networks. Strategies should be developed
according to geography and market landscape.

Administrative costs may lead to some organizations being

more conservative or generous in their offers because they

don’t want their offers to be thrown out by the arbitrator,

leaving them on the hook for the costs. Some organizations

may pursue new collaborations with providers and payers, or
explicitly communicate acceptable rates in various ways to other
negotiating parties, to avoid the dispute resolution

process altogether.

External vendors may emerge to take on the risk and provide
managed services to help oversee those arbitration and
administrative functions.

Consider notice and consent communication strategies.
The No Surprises Act offers an exception to allow for balance
billing in cases where a patient in a nonemergency situation
can choose an out-of-network provider with the understanding
that their insurer will not cover the full bill and that they will be
responsible for extra charges above their cost sharing. But
providers should consider clear communication strategies and
identify the patients who fall into the category that might be
interested in paying for certain providers. They also may need
new processes and documentation systems to make sure they
have proof of the notice and consent.

Figure 8: New surprise billing law may bring new considerations for payers and providers

Operational

®  Analytics can drive strategies to avoid ® Expanded out-of-network mitigation
strategies may help prevent balance
billing situations

new processes ® Consumer education efforts can help
members better understand network
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" Upskilling may be required to handle

® External vendors may help manage

arbitration and administrative functions
of arbitration
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https://www.commonwealthfund.org/publications/maps-and-interactives/2020/nov/state-balance-billing-protections
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