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Managing Payor Rates

Paul D. Vanchiere, MBA
Paul@PediatricSupport.com
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5• Common Issues Seen In 
Pediatric Practices
• Paulie Vanchiere

• Spend A Day Coding 
With A Pediatrician
• Richard Lander

• Where Is Your Practice 
Losing Money?
• Chip Hart
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Special Thanks to Susanne Morgana-Brennan

with IPMSO
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Future- Quality & ConveniencePast- Capitation & Women Today- ACO’s & Convenience

NCQA, PCMH, MACRA, 

MIPS

Pediatrics

Obstetrics

Gynecology

Oncology

Location

Hours / Access

Dual Income Families

Children Having 

Children

Cost- Larger 

Deductibles

Drivers of U.S. Healthcare
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Steps in MCO Negotiation

1.Measure

2.Compare

3.Negotiate
4.Decision 

Making

5.Monitor To Practice Metrics
To Other MCO’s

Internally or 
Externally? 
Rates
Definitions
Terms of Contract

Sign or Not to Sign?!?

1. Denials
2. Gross & Net 

Collection Ratios
3. Operations- MCO 

Response
4. Admin Requirements
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Self Evaluation

What separates you 
from your competition?

What do you do clinically 
better than your 
competitors?

What benefits do you bring to 
the hospitals you cover?

What are benefits to the 
patients you treat?

In your opinion what is 
the level of patient 

satisfaction?

What do you do clinically that reduces 
healthcare costs for the payer

What about your group makes you “special” 
within the payer’s provider network?

Competition

Competitors

Benefits

Patients

Satisfaction

Healthcare

Special
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MCO Objective

Balancing Act:

• Income & Premiums

• Expenses & Claims

• Viable Panel
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Pay for Values Value and Quality P4P
No Pay for Poor 

Performance
Access

Perspectives: Payer

Moving away from fee-

for-service models and 

paying for ‘value’ and 

‘outcomes’

Increasing pressure 

from employers to 

provide value and 

quality-based programs 

and networks

Development of ‘value 

based’ contracts that include 

pay for performance (P4P), 

meeting targets to ‘earn’ 

incentives, per member per 

month (PMPM) stipends for 

coordinating care

Rapidly moving 

toward no-pay-for-

poor-performance 

(e.g. CMS ‘value 

modifier’)

Access to certain 

consumers / patients 

based on performance, 

in the form of tiered 

networks (e.g. United 

Healthcare’s Tier 1 

program)
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Perspectives: Employer 

Seeking ‘direct care’ opportunities with primary care and 

specialist care (e.g. the Whole Foods contract with CTPCA) to 

lower costs and / or improve care and access for employees

Moving away from premium-based insurance to ‘self-funded’ 

programs

Self-funded insurance presents risk (all claims need to be paid 

by employer) and opportunity (driving benefit design and 

coverage)
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Perspectives: Patient / Consumer 

01

02

03

04

Substantial ‘cost sharing’ in the form of co-insurance, 

deductibles and large co-payments driving decisions about 

access, utilization and provider selection

Desire for convenient, efficient care and plenty of competition 

to serve them (retail based clinics, urgent care centers)

Expectations for service, use of technology, ‘on demand’ 

interactions, social communications

Involvement of Payer / Employer in chronic care

15
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Perspectives: Yours!

✓ Solo and small practices may not have the resources or 

technology to restructure operations to respond to new payment 

system incentives, medical home demands, expectations

✓ More practices merging and / or joining physician associations 

and organizations (ACOs, IPAs, PHOs, etc.)

✓ Increase in physician employment at hospitals, fewer small 

private practices

✓ More complexity with insurers, many plan designs

✓ More complexity with regulations and government programs

Challenges to Independence
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Some Housekeeping Matters…
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Line Item Example

CPT Code Par Amount Rate (%) Rate ($)

99211 $           20.99 136% $    28.55 

99212 $           44.79 136% $    60.91 

99213 $           74.07 136% $  100.74 

99214 $         108.63 136% $  147.74 

99215 $         145.11 136% $  197.35 

136% $  535.28 

Blended vs. Line Item

Please see disclaimer on slide 2 of this presentation as related to prices listed and/or  use of CPT codes above

Line Item $         535.28 

Blended $         444.56 

Variance ($) $         90.73 

Variance (%) 20.41%

Blended Example

CPT Code Par Amount Rate (%) Rate ($)

99211 $           20.99 200% $    41.98 

99212 $           44.79 200% $    89.58 

99213 $           74.07 80% $    59.26 

99214 $         108.63 100% $  108.63 

99215 $         145.11 100% $  145.11 

136% $  444.56 
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Keep Eye On Vaccine Payments

• Most plans will not negotiate vaccine 
payments

• Rely on Average Wholesale Price (AWP)

• Leverage Buying Groups To Reduce Costs

19
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Online Learning
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Assessing Cost of Doing Business

Administrative costs

- Ease / difficulty of 

business processes, 

policies etc.

Claims                 
Management Costs 

- Number of fee 

schedules / 

differentiation of fees 

(doc vs. midlevel)

- Number of plans / 

products to manage

- Denial management

Hassle factors

- Unique coding issues

- Lack of customer 

service / support

- DAR, processing errors

21
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Payer Payment Methodologies

RVUs

%AGES

FEEs

METHODS

CMS

CODES

Many Payers do not base their fees on CMS / Medicare

Aetna’s Market Fee 
Schedule (AMFS) is 

proprietary 

Cigna’s fee schedule 
is loosely based on 

RVUs

United’s schedule is often 
CMS / Medicare percentage 
based, but different 
categories have different 
percentages

E & M codes are valued 
differently to vaccine product 
and supply charges

Labs are often based on CMS’ lab fee 
schedules, which have completely 
different values to CMS’ procedures-
based RVUs and fees

Payers use different pricing 
methodologies for paying for 
vaccine product: AWP, ASP, CDC 
PSP, Homegrown

www.PediatricSupport.com 

24

Most ‘Popular’ P4P Models

Providers implement certain cost-saving 
measures and / or performance metrics
- On FFS: typically increases between 1%-6% of FFS 

payments

- In addition to FFS: quarterly bonuses & PMPM 

- Expect to see move to NP4PP (no-pay-for-poor-
performance) as quality of care improves within 
networks

Shared Savings/Gain Sharing

- Contracts are designed based on sharing 

SAVINGS; 

- A portion of the savings (10% to 50%) is 

returned to the practice or organization 

23
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Benefit Design Shaping the Market

Employer Savings Demands + 
Physician ‘Profiling’ Driving Access

01

02

03

Self-funded Employers want to hold the 
line on costs

Payers rolling out benefit designs to meet challenges, 
including narrow networks and tiering

Penalizes patients for selecting ‘high cost’ providers by imposing 
higher out-of-pocket costs for co-pays and co-insurance

Patient cost share and physician payment rates are set according to tiering; higher copays 
for receiving care from providers with lower ‘grades’; less pay for those providers who 
don’t make the grade (coming soon)
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Commercial Payer VBP Models

Narrow Networks & HIX

01

02

03

‘Tiered’ networks at the heart of the Healthcare 
Insurance Exchange Plans (HIX) and Employer Self-
Funded Plans

Network Selection for Narrow Networks
• Less expensive practices
• High performing ones (e.g. PCMH tiers)

Determination of who makes the cut factors in rates, referral 
patterns and hospital relationships

• Potential for Payers to drop ‘poor-performing’ providers from their 
networks; idea is to pay only for high-quality, low-cost care 

• Employer tiering e.g. hospitals that restrict employees access to non-
employed providers

25
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Types of VBP Contracts

Earned 
escalators

Shared
 Savings

Bonus plus
PMPM

Risk 
pools
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Shared Savings Pool

27
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Bonus Plus PMPM
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Earned Escalators
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Risk Pool
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Risk Pool
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Track Overall Performance (Quick & Dirty)
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CPT Tracking Grid (For Payment Posters)
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CPT Comparison (Review Actual Payments Each Quarter)
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Payor Comparison
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Payor Proposal Review
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Risks1
Requirements 3

Bonus?2
Improvements 4

Understand what is being offered and how the contracts work

Is it all upside or are there risks 
associated? (e.g. withheld 
payments)

Are you able to effectively 
calculate your potential ‘bonus’?

Do you have the ability to meet the 
requirements of these programs 
(through IT capability, provider buy-in, 
etc.)

Can you effectively measure where you stand 
today and if targets for improvement are likely to 
be met within the measurement period?

Understanding the New Contracts

www.PediatricSupport.com 
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Beware Value-Based Profiling & Tiering

Big data allows more visibility into payments and 
utilization

Penalizes patients for selecting ‘high cost’ physicians 
and hospitals by imposing higher out-of-pocket costs 
for co-pays and co-insurance

Performance measurement programs based on 
claims data primarily

01

02

03

Physician ‘Profiling’

- Patient cost share and physician payment rates are set according to 
tiering; higher copays for receiving care from providers with lower 
‘grades’; 

- Less pay for those providers who don’t make the grade may be 
coming next

43
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Examples of Profiles for Consumers

Several insurers offer their members information on costs, clinical 
quality and physician efficiency:

Blue Health 
Intelligence (BHI) 

shares health 
information with 

employers, 
consumers and 

providers.

Has a ‘Compare’ tool 
online that shows 

comparison 
information for how 

often doctors adhered 
to specific treatment 

standards. 

Provides clinical 
quality and efficiency 

information to 
members

Now embedded right 
into the physician 

profile as shown in 
previous example

Has average cost 
data by facility for 
select procedures 

and service

Blue Cross and Blue 
Shield Plans Humana: Aetna: UnitedHealthcare CIGNA: 
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How To Maintain A High ‘Score’

1. Check Your Profile
Check your profile in the Payers directories 
to see how you rate

2. Score
If you have a score that is less than perfect, 
contact the insurance company and find out 
why

3. Review
Ask them to send you the underlying data supporting your score, review it, and contest the data if 
they are incorrect, by showing them your patient records. We have seen pediatricians get ‘dinged’ for 
lack of a mammography when clearly that is not a patient that should have been attributed to that 
physicians panel
4. Contest
If you receive a packet in the mail, which you should annually, open it and review it. 
Contest any data that is incorrect. Payers usually give you 30 days to review and 
contest before they lock in the score . . .

45
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Example: Physician Profiling

United Healthcare
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Example: 
Physician 
Profiling

United Healthcare
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What To Do To Prepare
Assess the capabilities of your current information systems abilities to track and report the 

information that will be required to meet new contract terms

Can you understand the needs 
of your patient population? 

Are you ready to e-prescribe?

Can you extract data from your patient records 
to demonstrate performance? (very difficult to 
manage from paper charts)

Will you need to invest to fill gaps? If you do 
not yet have an EMR, it will be impossible to 
work in a data-driven environment . . .
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What To Do To Prepare

01 02

03 04

Assess the capabilities of your staff and resources to deliver 
care under new models

Do you have a method 
for creating and 
implementing 
protocols? 

Can care be effectively 
coordinated by your 
team?

What communication processes 
are currently in place with your 
patients? Do you have follow up 
procedures in place?

Will your current 
resources be able to 
adjust their skills to 
meet new 
opportunities?

51
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What To Do To Prepare

Assess whether the quality programs being offered by your 
largest plans are likely to create revenue opportunities 
commensurate with the effort required
- Evaluate which offerings can benefit you today
- Start preparations for mandatory changes coming tomorrow

New contracting initiatives will require physician 
behavior modification 
- Determine how willing your physicians are to embrace 

change and begin planning for it now
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Best Bets

Start developing 
clinical quality, 

patient education 
and preventive / 

counseling 
programs now

Join an IPA, ACO, 
Super-group or other 
organized entity that 
may offer enhanced 

rates in return for 
compliance in 

producing quality care 

Recognition will 
be key to taking 

advantage of 
incentive bonuses 

/ preserving 
payment rates 

Start developing 
Join a larger group or 

organization
Become a Medical 

Home

53
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Contract Questions to Ask
1. Are third party administrator, network brokers or repricers defined 

as a “Payer” in this contract?

2. Does this contract subject the “Provider" to a ‘rental network PPO?

3. Is this contract subject to an “All Products” provision?

4. What is the methodology used for “General Offsets and 

Adjustments”?

5. Is there a “Comparable Provider Rate” or “Most-favored nations” 

provision?

6. What year of Medicare fee schedule is being used?

7. What is the precise methodology used in payment?

8. Is “rate averaging or weighting” used in your formula of payment?

9. Are Medicare’s Coding Edits used or does the plan have it’s own 

coding edits, or a coding companion guide?

10. How do I access information and how often are the edits revised?

11. What are the steps to be taken for litigation?

12. Will the Provider and Non-Physician Providers be allowed to give 

advice or counsel to the enrollee concerning his or her current 

health plan options?

13. Is there a “hold harmless” clause?

14. Does the plan carry re-insurance?

15. Are your stop-loss provisions per enrollee based on total dollars 

or ion a case by case basis?

16. What is the definition of catastrophic illness and the protocol for 

reporting?

17. Will “consideration privileges” be granted in the event the 

credentialing process is longer that 90 days?

18. How long must we see enrollee’s after termination of this 

contract?

19. Is there a cap on damages in the event liability?

20. Does this contract differ in statute of limitations from the state in 

which the “Provider” is practicing?

21. Who is the Medical Director and the Director on the Panel of my 

specialty? What is their location, phone number and email address?

www.PediatricSupport.com 
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Vaccine Carve Outs Vaccine Rates Blended vs. Line Item Evergreen Contracts

Favored Nations 
Clauses

Hide Issues in 
Policies & 

Procedures

Using Various 
Medicare Rates 
(Varies by Year)

They Will Lie!

Traps

55
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Responding to the enemy…

When you hear this...
“I’m not authorized to make that decision” 
Say this...
“Who should I be talking to?”

When you hear this...
“I’ll get back to you on that” 
Say this...
“When can I expect a response?”

When you hear this... 
“We can’t afford that” 
Say this...
“You Earned X amount last year” 

When you hear this...
“We can’t send you rates for thousands of codes” 
Say this...
“Send me the rates for my top 25 codes”

www.PediatricSupport.com 
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Are CIN’s Right For You?

Clinically
Integrated
Networks

57
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59Status Quo

•Lack of influence for proper 
payments for quality care

•Lack of infrastructure to 
deliver cost savings to 
payors

•Lack of capital to consider 
risk-based contracts

•Lack of expertise to manage 
emerging forms of contracts

•Reliance n “Messenger 
Model” contracting

Future With CIN

•Jointly negotiated contracts
•Setting the standards for 
“Quality Care”

•IT / Data sharing to identify 
opportunities to improve 
the quality & access to care 
for children

•Shared resources / 
investments to deliver 
value & cost savings to 
payors

www.PediatricSupport.com 
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Innovative Value 
Based Contracting 

Models
Key 

Considerations

Strategic
• How
• Providers
• Cost & Benefits
• Functionality

Financial and 
Risk

• Payment
• Participation
• Population
• Risk

Legal & 
Regulatory

• Formation
• State & Federal 

Law
• Antitrust
• Other Regulatory

59
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Clinical 
Integration

Contracting
• Multiple contract options 

secure rewards for better 
quality and demonstrated 
value

Structure & 
Governance
• Legal Entity
• Ongoing Physician-lead 

governance

Infrastructure & 
Funding
• Single CIN, with 

sustainable revenue and 
provider agreements

Participation 
Criteria
• Provider agreements 

outlining 
expectations/requirements 
for participation in CIN

Performance 
Objectives
• Metrics and targets that 

impact clinical practice of 
all providers to improve 
care for children and 
demonstrate value Physician 

Leadership
• Physicians empowered to 

have an influence on the 
future direction of the CIN

Information 
Technology
• Architecture to monitor and 

track utilization, control 
costs, ensure quality, and 
demonstrate value

Distribution Of 
Funds
• Flow of funds distributes 

rewards based on 
measurable performance
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Strategic Opportunities

Fee For 
Service

• Parity Payment 
For Physician 
Services

Pay For 
Performance

• Improved 
Clinical Metrics

Shared 
Savings

• Reduced Total 
OP MCD Spend 
<18YO

Partial 
Capitation 
(Phase 1)

• Well: Fee For 
Service

• Sick:  Fixed 
Monthly Rate

Partial 
Capitation 
(Phase 2)

• Global Rate For 
All Well & Sick 
Visits

Partial 
Capitation 
(Phase 3)

• All Services

• Excluding In-
Patient

Full 
Capitation

• All Services 
Provided To 
Children <18YO

Full-Service 
Health Plan?

• Additional 
Option Offered 
By The State 
For <18YO

• Or Exclusive 
Contract With 
Single MCD 
MCO Plan

Least Most-Degree Of Financial Risk-

Downside RiskNo Downside Risk

61
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• Data Aggregation

• Business Intelligence

• Measurement Tracking

• Interoperability

• Timely Identification Of Needed 
Intervention(s)

• Clinical Variation Reduction

• Process & Outcome Performance

• Patient Experience

• Participation Criteria

• Informed Decision Making

• Organizational Leadership

• Clinical Engagement

• Contracting

• Funds Flow

• Staffing

• Payor & Vendor Relations

Financial & 
Operational 

Administration
Governance

Information 
Technology

Performance 
Improvement

www.PediatricSupport.com 
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Patients & Communities

• Improved coordination and 
efficiency of care

• More accessible information 
& control of care

• Higher satisfaction

• Lower cost & higher value

Physicians

• Defining what “Quality” is

• Increased input and decision 
making

• Share in performance-based 
incentives

• Maintain independent 
practice

Payors

• Reduced cost and enhanced 
value

• Better management of high-
cost chronic patients

• Shift of risk to providers

Benefits

63

64



33

www.PediatricSupport.com 

65

CIN

Challenges

Payor 
Receptivity

Infrastructure 
Costs

Physician 
Engagement

Contract 
Sustainability

www.PediatricSupport.com 
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Paul D. Vanchiere, MBA
Paul@PediatricSupport.com

THANK YOU
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