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Can MRF data be used for
comparative benchmarking?

Findings of a recent study underscore why hospital finance leaders
should be alert to the limited usefulness for benchmarking of

the machine-readable files (MRFs) required under the final rule
addressing hospital price transparency.

he impetus for the MRF requirement — as outlined by the U.S. Department of

Health & Human Services (HHS) in its 2019 hospital price transparency final rule

— was to enable informed decision-making about healthcare services based on

their pricing, thereby helping to drive down the cost of healthcare. Yet significant
FREDERICK STOD(;L AK obstacles continue to block the path to realizing this objective.
fstodolak@panaceainc.com

OBSTACLES TO MRF EFFECTIVENESS
As noted in the sidebar on page 28, HHS has acknowledged limitations in the usefulness of MRFs

because of differences in data elements among files currently being developed. Simply put,
hospitals should exercise caution in using these files for comparative benchmarking because
GOVIND GOYAL the current MRF requirements fail to address two essential elements: a standardized methodol-

9goyal@panaceainc.com ogy field and standard payer and plan naming convention. A 2023 study, conducted by Panacea

Healthcare Solutions, LLC, examined how the lack of these two elements undermines the compa-
rability of providers’ MRFs.
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Standardized methodology field. Current-

ly, with respect to any of hundreds if not
thousands of HCPCS codes, a provider could
have an all-inclusive or bundled negotiated case
rate for the single line item. Yet other providers
may instead have negotiated a per-visit rate that
includes the reimbursable costs for all services
except those revenue codes or areas covered by
separate fee schedules. And still other hospitals
may simply have negotiated a percentage-
of-charge method to be used.

Under these circumstances, MRF users may
unknowingly be comparing rates of hospitals
being paid under different methodologies,
leading them to draw false conclusions about
which hospitals’ rates are higher or lower. Many
public advocacy groups and media outlets that
are already publishing their opinions regarding
published MRF data are likely drawing conclu-
sions based on data that does not yet reflect the
standardization that CMS acknowledged in its
2019 final rule is needed.
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To assess the magnitude of the issue,
Panacea’s study used payer contract data from a
sample of 175 hospitals across the nation, where
20% of hospitals are teaching facilities, 35% are
hospitals over 200 beds and 90% of hospitals are
short-term acute care versus specialty-based
hospitals.

The study found that for HCPCS code
99282, ED visit, only 4% of rates were per-visit
rates, with negotiated rates averaging $1,593.
By contrast, 73% represented per unit (line-item
only) negotiated rates averaging $820, and 23%
represented case rates averaging $4,651.

Thus, to avoid a false conclusion, one must
understand that the almost 500% difference
between the highest and lowest average rates is
due to the fact that one rate includes all ancillary
services while the other rate does not.

Further, in reviewing the payer contracts
from the 175 hospitals, the study was able to
classify HCPCS codes into primary, secondary
and tertiary confidence categories based on

NEXT PAGE

Average negotiated rates by product type, UnitedHealthcare:
CPT 70450, CT head/brain w/o dye

The average negotiated rate in Texas, as well as nationwide, for CPT 70450, CT head/brain
w/o dye, at UnitedHealthcare varies significantly across each product type.
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Rule-making
seeks to
address MRF
shortcomings

During the comment period prior to
the final rule published in the Nov. 27,
2019, Federal Register, commentors
expressed concern over whether
negotiated rate information providers
are required to publish would be
useable and comparable. In that final
rule, the HHS stated:

“We agree that standardization
in some form is important to
ensure high utility for users of
the hospital standard charge
information, and we have
proposed and are finalizing
certain requirements (such as the
data elements and file formats)

that would be standardized across
hospitals. We decline at this time
to be more prescriptive in our
approach; however, we may revisit
these requirements in future
rulemaking should we find it is
necessary to make improvements
in the display and accessibility

of hospital standard charge
information for the public.”

Three years later on Nov. 14.

2022, CMS released voluntary
sample formats for hospital price
transparency files to improve the
usability and standardization of
MRFs. Surprisingly, the release did
not come with a mandatory
requirement for hospitals to comply,
given that consistent hospital
compliance to standards was
imperative to achieve the goals of
the MRF requirement.

However, in May 2023, the House
Committee on Energy and Commerce
unanimously approved a price
transparency bill to support the
implementation of a standard uniform
method and format. Then, in July 2023,
CMS released the 2024 outpatient
prospective payment system (OPPS)
proposed rule outlining a prescriptive
template layout, definitions and
expansion of data elements for
hospitals to include in their MRFs.

Assuming the proposed policies are
incorporated into the 2024 OPPS final
rule, hospitals can expect to have a
grace period of two months to comply
with the new price transparency
requirements. Until then, or until they
can fully comply, hospitals should
exercise great caution and perform
extensive data integrity analyses
before comparing one provider’s rates
with another’s for “like” services.

the extent to which one contracting method

for the code is predominant among all providers.
And only with codes in the primary category

is the contracting method sufficiently pre-
dominant to allow for reliable comparative
benchmarking.

For example, lab and radiology diagnostic
services have a high confidence level for a con-
sistent contracting method, with an over 80%
likelihood of being paid on a line-item basis,
while surgical services are less likely to have a
consistent contracting method across payers
and therefore are less conducive for comparative
benchmarking.

2 Standardized payer and plan naming
convention. CMS does not currently require
hospitals to map their unique and disparate
payer descriptions to a standardized payer plan,
making it problematic to accurately compare, for
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example, Blue Cross PPO billing rates between
two hospitals. The Panacea study found that
among Blue Cross contracts alone, 400 different
contract naming conventions were identified
for all product types that meet the criteria of
being PPOs.

For more meaningfully comparison of nego-
tiated rates across payers, Panacea cleansed
the data, consolidating up to 10,000 disparate
contract names in more than 500 raw MRFs into
a handful of standard plan or product categories,
such as PPO, HMO, Medicare Advantage and
Medicaid Advantage. To validate the importance
of this exercise, the study sampled over 500
MRFs with standard payer and product types
to compare average negotiated rates across the
nation and at the state level for several common
diagnostic services.

The study found, for example, that the aver-
age negotiated rate in Texas for CPT 70450, CT



head/brain w/o dye, at UnitedHealthcare varies
significantly across each product type, with PPO
being the highest, at an average negotiated rate
of about $1,186, and Medicare Advantage being
the lowest, at an average of $271 (see the exhibit
on page 27).

These results make it clear that before
attempting to use MRF data to compare nego-
tiated rates across a single payer or multiple
payers, hospital finance leaders should first stan-
dardize the product type for each contract name
to avoid apples-to-oranges comparisons.

A similar analysis examining the same service
and reviewing negotiated rates for only the PPO
product type across different payers found less
variation and provided more apples-to-apples
comparisons (see the exhibit on page 30).

In both analyses, there is noticeable varia-
tion between national and state negotiated rate
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averages and general consistency regarding
payers or product types that have the highest
negotiated rate. For example, PPOs have the
highest negotiated rate at the product level, and
Cigna has the highest rates among payers both in
Texas and among national averages. These find-
ings underscore the importance of classifying
the plan or product type into a standard category
and accounting for geographical considerations
when selecting a peer group for comparative
analysis.

HOW CAN MRF DATA BE

MADE MORE USEFUL?

To be able to perform meaningful compar-
ative benchmarking using these negotiated
rates, it is first necessary to translate the
disparate payer plan names to a few stan-
dardized names across entities and identify

Average negotiated rates by product type, PPO:
CPT 70450, CT head/brain w/o dye

A review of average negotiated rates for only the PPO product type across different payers
provided for more apples-to-apples comparisons of rates.
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Meaningful variation in rates within a peer group of Texas
academic medical centers, for a PPO product type

Panacea study findings showed that for a common lab test (CPT 80053, comprehensive
metabolic panel), average negotiated rates can vary significantly across hospitals even
within the same regional peer group and payer/product type.
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the codes with highly predominant methodol-
ogies. Then, to further improve the integrity
of the benchmarking data, any remaining out-
lier negotiated rates (perhaps those few with
different methodologies) should be screened
out, which can be done by applying a tradi-
tional 1 or 2 standard deviation calculation to
the data on a code-by-code basis.

Even after these steps, however, there still
may be significant variation in negotiated
rates for the same service.

The exhibit on page 31, for example,
demonstrates how negotiated rates for a
common lab test can vary significantly across
hospitals even within the same regional peer
group and payer,/product type. The mean
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Hospitals A-G

Source: Panacea study, 2023

negotiated rate for the seven-hospital peer
group analysis of urban academic medical
centers within the state of Texas is $137.
Hospital C shows the lowest negotiated rate
at $90, or 34% below the peer group mean,
and Hospital F with the highest negotiated
rate at $216, or 58% above the peer group
mean.

This type of analysis is most impactful
in enabling hospitals to understand their
negotiated rate position in the market
and pinpoint opportunities for improved
negotiated rates. Hospital leaders should
perform such analyses for all service lines
so they can incorporate the findings into



negotiations with payers to justify higher
payment rates.

TAKEAWAYS FOR FUTURE ACTION

The findings of Panacea’s study regarding
provider MRFs point to two important
conclusions:

e Improved provider compliance is needed for
all healthcare constituents to benefit.

e CMS should move forward with requiring that
each provider’s MRF include the contracting
method and incorporate standardized payer
and plan types.2

The study also found that while payer MRFs
can be useful for comparative purposes, they

a. CMS has proposed a list of contracting methods for
hospitals to use, which is a step in the right direction, but a
more-extensive list is needed to improve the comparability
of rates.
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present their own set of challenges (which are
addressed in an online sidebar to this article at
hfma.org/hfm).

Use of the current negotiated rate data
requires great caution, but as long as
proper data integrity analytics are applied,
comparative rate analysis is feasible and
can be highly beneficial. With the new
requirements and increased enforcement
by CMS, the integrity of future negotiated
rate data for comparative benchmarking
will be improved. I
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