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Addressing Surprise Billing Through a Payment Benchmark Has 
Positive Impacts for Network Participation 

 

The Blue Cross Blue Shield Association (BCBSA) and BCBS companies (Plans) share Congress’ goal of 
protecting patients from the crippling out-of-pocket costs stemming from “surprise” medical bills. These 
bills happen when patients receive care at an out-of-network (OON) emergency room or by an OON 
provider during a visit to an in-network facility and are then balanced billed for the amount that exceeds 
their health plan’s reimbursement level.  
 
We believe a payment methodology, such as the median in-network rate, that is simple, transparent and 
fair to all parties is the most meaningful way to address surprise billing. However, providers have raised 
concerns that this could incentivize health plans to no longer contract with them. This argument is not 
borne out by the evidence.  
 

Background. Health plans develop networks in order to ensure their members have access to 
high-quality, cost-efficient clinicians and hospitals. This includes developing different types of networks  
based on client needs that range from narrow to broad solutions. Under any surprise billing approach, 
health plans would need to continue to contract with  provider specialties  in order to have comprehensive 
products to sell. This is true across all markets and lines of business.  
 
Furthermore, most, if not all, states have extensive network adequacy laws that require insurers to 
maintain robust networks based on provider type and/or time and distance standards. These are local 
standards that account for the density of providers available in a geographic area. The standards typically 
focus on primary care providers, commonly accessed specialists and the facilities themselves. In other 
words, the services that are most important to and commonly accessed by patients. These standards are 
key consumer protections.  
 
However, it is important to note that if these standards are set too high in a given market then the 
individual providers have undue leverage in negotiations and can demand higher prices, ultimately 
increasing costs for consumers and taxpayers without meaningfully improving access. This can be 
particularly problematic in consolidated markets where specialty groups are run by national provider 
groups and/or where a single hospital system controls the majority of facilities and provider groups in a 
given area. A clear example of this is in the negotiating tactics of the dominant anesthesiologist group in 
Texas refusing to contract with a specific payer, resulting in that payer receiving a significant fine from the 
state for not meeting network adequacy standards and being required to develop a corrective action plan to 
address the shortage.1  
 
Finally, it is important to remember that balance billing is a practice used predominately by a subset of 
provider types and a limited number of providers within those specialties. Many of the providers in these 
specialties already contract with insurers and the rates both those providers and the insurers have agreed 
to as reasonable payments for their services would be used to determine the rates paid under a median 
                                                      
1 Modern Healthcare. “Texas fines Humana for out-of-network anesthesiology bills.” Oct. 11, 2018. 
https://www.modernhealthcare.com/article/20181011/NEWS/181019967/texas-fines-humana-for-out-of-network-
anesthesiology-bills  

https://www.modernhealthcare.com/article/20181011/NEWS/181019967/texas-fines-humana-for-out-of-network-anesthesiology-bills
https://www.modernhealthcare.com/article/20181011/NEWS/181019967/texas-fines-humana-for-out-of-network-anesthesiology-bills
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in-network payment benchmark. If health plans will already be required to reimburse OON providers at 
these rates, it will be even more in the plans’ interest to bring the providers into their networks so they can 
fully vet them and engage them in the plans’ programs, including programs focused on quality 
improvement and care management. These incentives are clear based on the best available evidence. 
 

Evidence. BCBS Plans have analyzed their own data and identified positive impacts to network 
participation and the cost of services in markets where a payment benchmark has been used to address 
surprise medical billing (i.e., California):  
 
• A year after implementation of the California surprise billing law (AB 72), which establishes a payment 

benchmark of the average in-network rate, one Plan has seen a 6 percent increase in the number of 
providers it contracts with at acute care facilities. 

• Another Plan shows that since the California law went into effect: 

o The overall number of physicians the Plan has contracted with has increased by 5 percent. 

o At acute care hospital facilities specifically, the number of in-network physicians increased 
by 6 percent. 

o The number of unique anesthesiologists in the Plan’s network increased by 6.7 percent. 

o Additionally, the Plan’s contracted rates for ancillary providers who frequently balance billed 
also continued to increase after AB 72 went into effect. An analysis for these providers shows 
that average contracted rates from 2017-2019 for the top billed codes increased on average 
by seven percent for radiology, 3.2 percent for pathology and four percent for anesthesia. 

Independent entities agree with this and have come out in support of a payment benchmark, noting the 
positive impacts it can have on overall system costs as well as network participation:  
 
• The Brookings Institute published its own analysis showing a 17 percent decrease in the share of 

services delivered out-of-network by the specialties in facility-based settings that are most 
commonly associated with surprise bills (comparing a pre-policy period from January 2014 through 
June 2017 and a post-policy period from July 2017 through December 2018).  

• Health Access, a California-based consumer advocacy group, highlighted that state regulators have 
attested that insurers have broadened their network since passage of California’s law “such that 
80%-100% of their hospitals and other facilities have no out-of-network billing from the physicians 
practicing within,” and “all but a handful of physicans are accepting the “average contracted rate” 
benchmark as payment in full, rather than appealing and making their case for higher payment.” 

We urge Congress to act to address surprise medical billing and not allow legislation to be stalled by an 
argument that is not borne out by the best available data and is widely disputed by many stakeholder 
groups, including independent think tanks and consumer advocacy groups.  

https://www.brookings.edu/blog/usc-brookings-schaeffer-on-health-policy/2019/09/26/california-saw-reduction-in-out-of-network-care-from-affected-specialties-after-2017-surprise-billing-law/
https://health-access.org/consumer-protection/preventing-overcharging-medical-debt/

