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INTRODUCTION

Out-of-network billing occurs when patients receive 
services from providers that do not have a negotiated 
rate with the patient’s insurer. Sometimes patients 
see out-of-network providers knowingly for sched-
uled services, but in emergencies or in cases that 
involve interactions with multiple providers at an 
in-network facility, patients are often unaware that 
they have encountered an out-of-network provider. 
“Surprise billing” may be especially likely when pa-
tients come into contact with multiple providers, or 
with certain specialists that may render services to 
a patient without the patient’s knowledge—such as 
anesthesiologists, pathologists, and radiologists. Pre-
vious research has found that emergency physicians 

frequently bill out-of-network as well.1,2 Emergency 
departments are often staffed by physicians that 
contract separately from the hospital, which can lead 
to surprise billing scenarios involving out-of-network 
emergency care delivered at a hospital that is in a 
patient’s network.3 

Without a negotiated rate, payment to providers is 
typically based on a price that providers set for their 
services.  Payers may pay some or all of these charges, 
but they typically pay a higher rate for these out-of-
network services than they would pay in-network. 
Balance billing occurs when patients are charged 
for the portion of an out-of-network bill that their 
insurance doesn’t cover.

OBJECTIVES

The HPC sought to understand the impact of out-of-
network billing on Massachusetts patients, insurers, 
and overall market function by using claims data for 
two of the largest commercial insurers in Massachu-
setts, representing 51% of the commercially insured 
population. In particular, the HPC was interested in 
differential payment rates for in and out-of-network 

claims for identical procedures and the implications 
for payers as well as patients. Previous studies have 
used data on national insurers, which have a rela-
tively small presence in Massachusetts. This body of 
research enhances our understanding of out-of-net-
work billing for a majority of commercially insured 
members in Massachusetts. 

STUDY DESIGN

Using 2014 data from the Massachusetts all-payer 
claims database (APCD) for two of Massachusetts 
largest commercial insurers, we studied claims from 
settings where out-of-network claims could come 
as a surprise—emergency departments, ambulanc-
es, hospital inpatient and outpatient departments, 
ambulatory surgical centers and urgent care. We 
identified out-of-network claims using an ‘in network’ 
designation submitted by the payers. We limited 
our sample to professional claims to focus on pro-
vider billing practices.  While balance bills cannot 
be observed directly in claims data, we estimated 
potential balance billing by observing the difference 
between charges and amounts paid toward out-of-
network claims. To calculate potential balance billing 
on a claim, we subtracted the amount paid toward 

a claim by the insurer and/or by the patient in the 
form of deductible spending, copays or coinsurance. 
For a select set of procedures that were common 
both in and out-of-network, we compared per claim 
spending to estimate average differences between 
in and out-of-network payments for these services.

It is important to note that our estimates of out-
of-network billing apply only to the portion of the 
Massachusetts commercial market covered by the 
two payers in our sample and are likely to be conser-
vative for that reason. Payers with a smaller market 
share, including national payers—which make up a 
small share of the Massachusetts commercial mar-
ket, are likely to have higher rates of out-of-network 
billing.4

CONCLUSIONS

This research contributes to an understanding of the 
market dynamics involved in out-of-network billing. 
We see that even for payers with broad networks in 
Massachusetts, out-of-network billing leads to higher 
spending, even when consumers are shielded direct-
ly from out-of-network charges. For the majority of 
out-of-network claims in Massachusetts, payers paid 
the full charge amount billed by the out-of-network 
provider. While this method prevents balance bill-
ing, it contributes to higher overall spending. When 
insurers pay higher rates for out-of-network claims 

than for in-network claims, they may seek to recoup 
losses by raising premiums on their members. Cer-
tain providers with particular leverage can opt out 
of network participation entirely and still expect 
reimbursement that they may bill patients for if in-
surance does not cover the provider’s charges. Prior 
research has established, and this research confirms, 
that ambulance companies, emergency physicians, 
radiologists, anesthesiologists and pathologists are 
especially likely to opt out of network participation. 

IMPLICATIONS

State policies that seek to protect consumers from balance billing without 
setting clear terms of reimbursement for out-of-network providers will not be 
sufficient to reduce spending associated with out-of-network billing. Comple-
mentary federal policies may be needed to protect members of self-funded 
plans which are federally regulated and may not be affected by changes in state 
policy. Many states have enacted policies to address out-of-network billing, 
with varying degrees of success. States like New Jersey and Alaska that have 
focused on patient protection without sufficient limitations on reimbursement 
have experienced dramatic spending increases, while states like New York 
and California that have adopted more comprehensive policies have had more 
success in controlling costs while protecting patients from balance billing.
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The HPC identified 70,107 out-of-net-
work professional claims for services 
provided to 30,538 individuals. Am-
bulance claims accounted for about 
half of the out-of-network claims, 
with physician and other professional 
claims making up the rest. The vast 
majority of out-of-network physi-
cian claims (85%) were from “ERAP” 
providers (emergency, radiology, an-
esthesiology, or pathology).  In total, 
claims from ambulances and “ERAP” 
providers accounted for over 90% 
of the out-of-network claims in our 
sample (Figure 1).

In almost 2/3 of the cases, the in-
surer paid the full charge amount of 
an out-of-network claim (Figure 2). 
In other cases, the patient may have 
been liable for partial or full payment 
of out-of-network charges. Patients 
who could have received a balance 
bill on an out-of-network claim would 
have owed an average of $355 in ad-
dition to any cost sharing they would 
typically owe under the terms of their 
health plan. In total, insurers spent $27 
million on the out-of-network claims 
in our sample, with patient cost shar-
ing of $1.7 million, and an additional 
$2.2 million that could have been bal-
ance billed to patients.

The HPC found that in addition to 
balance billing that patients may in-
cur from out-of-network providers, 
commercial insurers often pay out-of-
network providers much higher rates 
than network providers for the same 
services. We observed substantial dif-
ferences in spending between in and 
out-of-network claims for common 
identical services across a range of 
procedure categories (Figure 3). On 
average, electrocardiograms were 41% 
more costly when performed by an 
out-of-network physician, while tissue 
exams from out-of-network pathol-
ogists cost more than twice as much 
as in-network tissue exams. These 
figures include potential balance bill-
ing, but in all cases the amount paid 
by the insurer accounts for most of 
the difference in spending between 
in and out-of-network claims.

Even without balance billing, average 
out-of-network payment rates for 
common ED visits were much higher 
than in-network rates (Figure 4). On 
average, insurers paid $143 for a mod-
erate severity ED visit (99283) with 
an in-network provider, and $248 for 
a moderate severity ED visit with an 
out-of-network provider—a differ-
ence of 73%.

FIGURE 1: By service/provider type, ambulance and ERAP 
providers account for 90% of out-of-network claims

FIGURE 2: Who pays for out-of-network services?

FIGURE 3: Across a range of services, the average spending on out-of-network 
claims far exceeds the average spending on in-network claims

FIGURE 4: Out-of-network payment rates for common ED visit types 
exceed in-network rates by 68% to 81%, on average
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