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STRATEGICALLY NEGOTIATING 

MANAGED CARE CONTRACTS IN  

ALIGNMENT WITH YOUR GOALS
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Agenda

1. To compete in your market you need Strategic Perspective.

2. Understand the payers (a little bit) and the challenges in payer contracts.

3. Focus on the performance and profitability: current & proposed contracts. 

> (It’s not the rates, it’s the revenue.) 

4. Show how modeling can improve your managed care contract strategy and 

performance.

5. Discuss proactive strategies. 
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Our Thesis

Hospitals have traditionally focused on the rates based on the assumption that 
winning the rate battle leads to winning the revenue battle.

BUT

The payers are using ever more complex benefit designs and aggressive 
deployment of “bot” technology to “micromanage” your claims regardless of the 
rates, thus reducing your revenue.

SO

Contracts now must be evaluated as part of your long-term strategic plans.  Are 
they structured based on your evaluation of the current and future health needs 
of the population you are serving to keep up with these challenges?
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Our Thesis (con’t)

To win, managed care contracting must be conducted so it aligns the contract  

outcomes with your systems overall strategic plan to achieve your goals. 

➢ Clear Goals for Negotiations

➢ Model: quantify positions (Revenues, Denials, Goals)

➢ Experienced Negotiators 

➢ Focus on Outcomes

= Successful Contract
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Strategic Perspectives

1.Know your Hospital/Health System

a) Capabilities 

b) Challenges

2.Know your Market(s) Regional & Local

a) Healthcare Providers

b) Employers

c) Payers 
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Strategic Perspectives

1. Does everyone in your organization have a clear understanding of your 

health system’s goals?

2. Do you include all system assets in negotiations?

Hospital, physicians, ancillary? 

1. Gives you a “system view” of the payer relationships and revenues

2. Gives you more options to leverage in negotiations

3. Decreases the payer's ability to pit one asset against another

4. Evaluate service lines that are in development clinically, 

but not in your modeling data yet.
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Understanding your Payers 

Preparation is the Key to Success

“To defeat your enemy - you must know him”

Sun Tsu, The Art of War

Understanding a little bit about the payers 

can be an advantage for you
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Understanding your Payers 

Payer Vulnerabilities

Many of the national payers are locked in a fee-for-service (FFS) mentality

– Existing contracts (Benefit plans of your patients)

– Payer staff (all they know is FFS)

– Current sales relationships – Reps, brokers, etc. sell percentage discounts

FFS claim adjudication system 

– Changing from FFS to Value-Based Purchasing  would require:

• New systems and tools 

• Have to change contracts with subscribers

Making too much money in current system - picking apart your FFS claims
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Understanding your Payers 

Payers build their contracts to:

1. Lower their risk by moving it to you and 

2. to work best in their existing claims systems, 

3. the more convoluted the better

Remember, the Payers need you to deliver the patient care they have 

contracted to provide to subscribers. 

If not, what value do they add?
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Contract Challenges

Moving Risk to You

Payer contracts frequently have unilateral conditions:

– Claim Filing v Audit times

• Provider: Limited time to file clams, but

• Payer has Unlimited time to audit

– Product participation

• Provider: must join all products so payer has network, but 

• Payer: unlimited rights to add or delete provider / network
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Challenging elements of payer contracts

• Products 

• (PPO, HMO, MCA, Healthcare Exchange – HIX, Tiered networks )

• Language Issues 

• Allow the payers to make unilateral changes without your consent?

• Rate Structures

• Complex processes w Conflicting mechanics

• Revenue yield

• Denials, Delays, Recoupment

11



© Copyright 2021. CBIZ, Inc. NYSE Listed: CBZ. All rights reserved.

Here is what our Model Summary presents
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DENIALS

Contract authorizes payment ONLY for those:

1. Covered Services provided to

2. Covered Individual that are 

3. Medically Necessary 
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Summary of Denials by Service and Reason
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Contract Challenges

Payers fee schedule updates: 

• The rates may look the same -- but the impact to your revenue could be 

significant. 

• Here are a couple of examples of the impact of payer fee schedule 

updates
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Impact of Fee Schedule Mark-ups
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Underlying Fee Schedule Updates Matter
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Lesser of Impact

• Lesser of language allows the payer to pick what is best for them, based on 

claim structure, contracted rates or your CDM charges.

• CDM caps limit your ability to increase your charges relative to your costs.

• Though the contract reimburses most services from a fee schedule – the 

payer reviews your line items to determine which to use.

➢ Here is an example of the impact.
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Lesser-Of-Charge Methodology
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Proactive Solutions

We have discussed some of the challenges

Now what do we do about it?
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PROACTIVE SOLUTIONS

How do we balance these agreements out so we can win?

1. Strategic Perspective

2. Models to quantify current & future revenues

3. Understand the Payer 

4. Disciplined Process

5. Achieve Revenue Results

6. Repeat with next Payer 
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Strategic Perspective

You need to Control the Dialogue & Timing

Game Planning – Do not go into the negotiations without a plan and good 

modeling.

1. Your Goals

2. How does the revenue from the payer contract support that goal, based on 

the rates in the contract?

Your models must measure concerns with current contracts and areas of 

needed improvement for future contracts.  
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Modeling Considerations

Starting Revenue

What is the current contract net revenue? 

Medicare benchmarks

Don’t assume Payer fee schedules are % of CMS or follow CMS rules

DRG weights between different groupers; APR v MS…………..

ER case rates – levels & bundling edits are key

Frozen CDMs

Lesser of charges: huge impact in many models

> Payer claim logic: claim v line? 

New * - Minimum discounts  
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Modeling Considerations

Denials are a key part of the equation

– When can they be made & what criteria is used? 

• Contractual language traps

– Do you measure their impact on FTE’s & net revenue? 

Fee Schedule Landmines

– New Fee Schedules: comparative modeling is key

– Marked up Rate could hide Fee Schedule cuts

– Detailed analysis > understand total impact on net revenue
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Contract Compliance

Hard earned “wins” can’t be left to reporting of the built-in contract management system. 

The detailed modeling in your contract negotiation’s is the basis to determine “realizable revenue”
from your payer agreements. 

Realizable revenue: must be updated for actual volume and compared to actual revenue to 
determine how the contract is performing.

Key aspects of contract compliance: 

– Summarization of the specific issue – with dollar impact identified.  

– Detail from the model and the agreed upon contract terms as supporting documentation.

– Patient-level information to present to the payer.
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Contract Compliance

• Claim adjudication is transactional; strategic analysis is cumulative

• Measure contract performance over time

• Volume vs revenue

• Review variances over uniform time periods to measure trend 

improvement or deterioration
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PROACTIVE SOLUTION RESULTS

Identify and organize system-wide Issues

Gather right resources to address: 

– (Clinical, Financial, Operational)

Measure magnitude and velocity of non-compliant revenue

– Measure Materiality – trends are your friends

– Volume of claims affected & dollar amount impacted?

Quantify the negative impact with fact-based data and share that with the payer
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Proactive Solutions

Plan a measured proposal that achieves your goals

• Develop proposals for measurable solutions that resolve the problem(s) 

‒ What are your deal breakers/like to haves/nice to haves?  you won’t get all, but you must 

get some

• Create a comprehensive, prioritized proposal that if accepted will 

achieve the systems goals
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Takeaways from Today’s Presentation 

1. Align your managed care contract negotiations with your overall growth 

strategy

2. Improve revenue by understanding contract   requirements

3. Understand performance and profitability through modeling of current and 

proposed contracts

4. This process will help you improve competitive position in your market
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Takeaways – Modeling Checklist:

➢ Negotiate all of your assets for all of the payers products to have the 

same effective and term dates & requirements

➢ Are you using the correct Fee Schedules in model?

➢ Minimum discount & Charge Master increase limitations

➢ Medicare benchmarks

➢ ER case rates – levels are key

➢ Are you measuring with the right tools?
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How can we help you?

If you have questions later on, feel free to contact us. 

Connect with us! CMCSroi.com or Kaconsults.com
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https://www.youtube.com/user/BizTipsVideos
https://twitter.com/cbz
https://www.linkedin.com/company/cbiz/
https://www.facebook.com/cbizservices/
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John Montaine
CEO

Creative Managed Care 
Solutions, LLC

john@cmcsroi.com
210-332-7982

Brian Herdman
Director

CBIZ KA Consulting 
Services, LLC

bherdman@cbiz.com
609-918-0990
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