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STRATEGICALLY NEGOTIATE YOUR 

MANAGED CARE CONTRACTS TO ALIGN 

THEM WITH YOUR GOALS
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Agenda

1. How can you compete in your market without Strategic Perspectives?

2. How understanding the payers & the challenges in their contracts works to

your advantage.

3. Our analytical models > empower contract strategy and performance.

4. Focus on the bottom line = (expected revenue – denials) of current &

proposed contracts. (It’s the revenue that matters, not the rates.) 

5. We’ll discuss a few proactive strategies.
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Current State

Hospitals often focus on the rates, assuming that winning the rate battle leads 
to winning the revenue battle.

BUT

Payers sell complex benefit designs then deploy “bot” technology to 
“micromanage” your claims regardless of the rates, thus reducing your net 
revenue.

SO

Let’s discuss how you can negotiate these contracts so they support your long-
term strategic plans.
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Future State

To win, you need:

➢ Goals that support your System Strategies

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

➢ Experienced Payer Negotiators

➢ Focus on Outcomes

= Successful Contract
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Strategic Perspective

1. What are the primary services you provide to your community?

2. Do you include all system assets in negotiations?

Hospital, physicians, ancillary, etc.? 

1. “System View” of the payer all Payer Products (revenues – admin issues)

❖ More options to leverage in negotiations

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

2. Changing Services? New capabilities but not in your modeling data yet?

❖ Can model scenarios to measure impact.
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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

How understanding a little bit about the Payers challenges 

can be an advantage for you
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Understanding your Payers 

Payer Vulnerabilities

National payers are stuck in a fee-for-service (FFS) mentality

– Existing contracts (Benefit plan designs, denial algorithms)

– Sales relationships – Brokers are still selling discounted POC

FFS claim adjudication system 

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

• New systems and tools

• Changing contracts with employers

Why would they when they are making so 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. Works best in 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 “members”. 

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

➢ Patient Verification Process

• Provider: must Verify: a) covered person b) covered benefit c) medical necessity

but 

• Payer: not responsible for reliable information
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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 Members that are

3. Medically Necessary

So your team verifies all this - & STILL you get a denial! 
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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 better -- but the impact to your revenue could be

devastating.

• OP case rates – changes to levels & bundling edits are key

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

updates
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Impact of Fee Schedule Mark-ups

17

Rate Sheets will disclose relative mark-ups/
percent of fee schedule, but will hide the 
underlying changes in amounts.  Ask for the 
fee schedule name and make it part of the
contract.

It is important to project the 
volume subject to different fee 
schedules – critically important 
to not include packaged items 
not subject to fee schedule 
payment
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Lesser of Impact

• “Lesser of” =  payer picks what costs them less, based on:

a) claim structure b) contracted rates c) CDM charges.

• CDM caps – no ability to increase your charges relative to your costs.

• Contracts reimburse most services from a fee schedule –

• but payer software reviews your line items to determine how to pay the
lowest amount.

➢ Here is an example of the impact.
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Lesser-Of-Charge Methodology
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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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Strategic Perspective

You need to Control the Dialogue & Timing

Game Planning – Prepare for negotiations with clear goals, models to 
achieve them, and tactics to get the payer to agree.

1. Your Goals?

1. Revenue goals

2. Admin Improvements

2. Models

1. Do your models show how improvements in these areas achieve bottom line
revenues in final contracts?

3. Negotiations Tactics – why would the Payer agree to this? Timing is critical.
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PROACTIVE SOLUTIONS

How do you win?

1. Maintain Strategic Perspective – easy to get distracted

2. Models to quantify current & future revenues

3. Understand the Payer’s needs

4. Disciplined Process

5. Achieve Revenue Results

6. Repeat with next Payer – strategic calendar
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How to Ensure Contract Compliance?

1. Strategic Perspective

• Claim adjudication is transactional

• Strategic Analysis is cumulative

2. Consistency

• Measure contract performance over consistent periods

3. Discipline

• Compare variances over uniform time periods to measure trend (+ / -)
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Takeaways from Today’s Presentation 

1. Align your managed care contract results with your strategy to compete

2. Improve revenue by understanding revenue & admin levers

3. Measure improved performance and profitability through modeling current

and proposed contracts

4. Negotiate tactically from a Strategic Perspective focused on Goals

> This process will help you improve your contract results
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Connect with us! CMCSroi.com or Kaconsults.com

How can we help you improve your results?
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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
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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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