
As healthcare costs continue to escalate, a laser-like focus is critical to ensure your health benefits are being 

utilized appropriately and wisely – both to help your employees improve and maintain their health, and to mitigate 

their impact to your bottom line. 

In the traditional healthcare model today, there are no regulations on what hospitals can bill for services (with Maryland 

being the only exception). Currently, for-profit hospitals can charge over 700% of Medicare and non-profit hospitals charge 

over 550% of Medicare. Averages by state for other services range from a low of 126% to 583% above Medicare. Even with 

a traditional PPO “discount” of 50%, employers can still pay in excess of 300% of Medicare. 

Reference-Based Pricing (RBP) is a growing trend in the market to help control cost for both the employee and the employer 

through a standardized pricing model. In the RBP model, provider reimbursement is set at a percentage of an established 

benchmark – typically Medicare or the actual cost of service.

Let’s take a look at how Reference-Based Pricing works.

RBP can be applied to any facility or physician claim that members incur. Some Kelly Benefits clients utilize the RBP model 

for only certain types of services, while others utilize it for all services covered under their plan. Unlike traditional PPO 

arrangements, with RBP there is no network of providers – employees can go to any provider they choose. 

As an employer, you would elect an RBP vendor that would assume fiduciary status and set fair and rational levels of 

reimbursement for various services. RBP offers average savings over PPO of 20%. Your employee would receive treatment as 

normal from the provider of their choice and the provider would send the bill to the claims paying third-party administrator 

according to their standard process. With RBP, the TPA will pay the provider based on the rate set under RBP. Further, the TPA 

and the RBP vendor would work together should a balance bill arise to ensure that the employee incurs no inappropriate cost.

CASE  STUDY —

Reference-Based Pricing: Commitment Drives Success

Control Cost
Our Clients Average 15-30%  

Savings on Yearly Medical Costs
New Market Trend



Prior to Implementation 

One of our clients, a large national company with over 8,000 employees, 

decided to implement RBP. Prior to implementation, the client’s concerns 

included balance billing for their employees and denial of care. They were also 

concerned about potential provider pushback and additional administrative 

work for their employees. To calm some of these concerns, the client elected 

to implement RBP as an option rather than a full replacement for a small 

subset of its employees. They invested that year in a major campaign to 

communicate the concept to their employees. They also elected a vendor 

with legal support services to ensure employees with any balance bill 

challenges would have a professional support system to turn to. Further, 

the employer structured the RBP plan design to have a lower deductible and 

co-insurance than the other traditional plan offerings. 

Year One 

Once the word was out among the employee population that in the RBP plan 

they could spend less and still see the doctor of their choice, it was time to 

launch. This positive word of mouth combined with the educational effort led 

to a 40% enrollment in the employee subset. The saving opportunity for the 

employer was nominal due to the small subset, but the employer was in it for 

the long haul and had accomplished its goal of gaining enrollment traction 

and employee confidence in RBP.

Year Two 

By year two, 65% of the population had enrolled in the RBP model, and our 

client began to realize significant savings. On average, 200 facility claims a 

month were run through RBP and nearly 3,000 non-facility claims a month 

were run through. In the traditional plan model, this client would have spent 

nearly $1M on those facility claims, but with RBP they paid just over $300K. 

For this client’s non-facility claims, they would have paid approximately $500K 

per month, but with RBP they paid approximately half of that. Annualized 

savings are projected to eclipse $3M.

RBP vendor assumes fiduciary status 

and updates Plan Document to include fair 

and rational levels of reimbursement.

Member receives treatment normally with a provider.

How RBP Works

Provider sends the bill to Claim Administrator (TPA).

TPA and RBP vendor manage additional member  

and provider communication should a balance  

bill arise, ensuring that no inappropriate cost is  

incurred in the most seamless way possible.

TPA sends the bill to the RBP vendor for auditing  

and repricing in line with the group’s plan, and  

returns the repriced bill to TPA for adjudication.
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