Oncology Issues (©) Teor & francs
W B Oncology Issues

ISSN: 1046-3356 (Print) 2573-1777 (Online) Journal homepage: https://www.tandfonline.com/loi/uacc20

When to Say “No” to a Managed Care Contract

Roberta Buell

To cite this article: Roberta Buell (1997) When to Say “No” to a Managed Care Contract,
Oncology Issues, 12:5, 19-20, DOI: 10.1080/10463356.1997.11904708

To link to this article: https://doi.org/10.1080/10463356.1997.11904708

ﬁ Published online: 18 Oct 2017.

N
CJ/ Submit your article to this journal &

||I| Article views: 2

A
h View related articles &'

Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journalinformation?journalCode=uacc20


https://www.tandfonline.com/action/journalInformation?journalCode=uacc20
https://www.tandfonline.com/loi/uacc20
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/10463356.1997.11904708
https://doi.org/10.1080/10463356.1997.11904708
https://www.tandfonline.com/action/authorSubmission?journalCode=uacc20&show=instructions
https://www.tandfonline.com/action/authorSubmission?journalCode=uacc20&show=instructions
https://www.tandfonline.com/doi/mlt/10.1080/10463356.1997.11904708
https://www.tandfonline.com/doi/mlt/10.1080/10463356.1997.11904708

Face-Off in Managed Care

Part Il

When to Say “No" to a
Managed Care Contract

ggressive com-
petition for
managed care
contracts 1§
forcing some
physician prac-
tices and cancer

siaad W centers to accept
substandard managed care con-
tracts that may restrict medical
decision making for the scope of
cancer treatment and limit reim-
bursement. Hoping to ensure a sta-
ble patient base and believing they
have no other choice, many physi-
clans and administrators are settling
for suboptimal contracts rather
than face a mass exodus of patients
tied to a particular plan.

Entering into a managed care
agreement that features poor con-
tract terms has long-term ramifica-
tions that physicians and adminis-
trators must consider.

w Once reimbursement levels are
reduced, they will continue to
decline. Accepting poor contract
terms will only “lower the bar” for
a practice or cancer center and any
other providers in the plan.
Reimbursement will liﬁely decline
from a low point to even lower
depths in future years.

B Plans tend to talk to each other.
A Blue Shield private insurance
plan will convey its contract victo-
ries to the Blue Shield Medicare
HMO plan in the same building.
Also, reimbursement analysts often
change employment—they know
that if one plan is paying a practice
a lower per member/per month
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rate, others can reimburse at that
level.

® Fears that patients will switch
fogakies may be unfounded.
Physician practices and cancer cen-
ters should not assume that patients
will remain loyal to a plan when
their physician deselects out of it.
While no one can predict whether a
patient will stay with the managed
care plan or the provider, patients
usuaﬁy consider switching oncolo-
gists in mid-treatment a major
inconvenience. Also, patients with
life-threatening illnesses tend to be
more loyal to their specialists than
to their primary care physicians.

A CASE IN POINT

Arizona Oncology Associates, a
large oncology group practicing in
the heavily managedP care market of
Tucson, Ariz., faced considerable
pressure during negotiations with a
managed care plan. The plan’s
reimbursement methodology was
based on percent of premium, with
reimbursement directly tied to pre-
miums in the marketh;ce.
Knowing that it could not provide
the same level of quality care to
patients at those rates, the practice
countered with an offer to accept
full risk with a carve-out for the
full range of cancer care. When the
plan declined, the oncology prac-
tice walked away from the negoti-
ating table.

Practice admimistrators per-
formed data analysis and found
that the managed care plan repre-
sented 14 percent of its patients,
but only 5 percent of its revenue.
These numbers were weighed
against the contract’s disincentives
to offer state-of-the-art treatment
and psychosocial counseling to
patients and their families. Asa
result, the practice declined to
contract with the managed care
company.

Consequently, the following
events occurred:

m Patients revolted from the plan.
Practice physicians met with their
patients to explain the situation and
encouraged them to get involved.
The practice sent letters to 1,000
patients, only 95 of whom transi-
tioned out of the practice.

8 Revenues increased. Many
patients switched out of the plan to
more lucrative payers, which
improved the payer mix and
increased both gross and net rev-
enues.

a Other specialists took note.
Publicity about the sitvation result-
ed in other specialists following
suit, Specialists increased their
referrals to the practice in support
of its position.

Arizona Oncology’s refusal to
contract with a managed care com-
pany s still reverberating through-
out the Tucson communuty,
according to Martt Goermar,
administrator for the practice.
Oncology specialists and other
allied physician groups continue to
break with the p%an. The managed
care plan has since hired a consul-
tant to review its reimbursement
methodology. To date, no other
health plans in the area have intro-
duced similar reimbursement
methodologies.

Arizona Oncology has recently
added physicians to the practice to
help cover a steadily increasing
patient load, The key to success,
Goermar said, is the practice’s
diversil'i: of patient sources. “In
areas where managed care domi-
nates the market, a practice can’t
survive on contracts with one or
two plans.”

Goermar also advises practices
to more aggressively monitor their
contracts for profitability. “We
looked at our cost structure, bro-
den down by payer type, and
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found out which plans benefited
the practice and which ones
didn’t,” said Goermar.

KNOWING WHEN TO REFUSE A
CONTRACT

Increasingly cancer care providers
everywhere are taking a stand and
“just saying no” to managed care
contracts and their unreasonable
terms. While this tactic is not for
everyone in every situation, a
physician practice or cancer center
must have the tools to know when
to refuse a contract. The following
tips will help cancer care providers
optimize their contract negotiation
skills.

Before negotiations commence,
cancer care providers must have
invested in information systems
that project future revenues, costs,
and volume in specific managed
care populations. These systems
can help to compare one’s actual
costs to the rates offered in the
contract. If providers don’t know
what their cost is by procedure
code, they may be accepting con-
tracts that will eventuaﬁy drive
them out of business.

Next, it will be important to
study the competition and how a
physician practice or cancer center
rates against it. Providers will need
to highlight state-of-the-art treat-
ment, better outcomes, access to
clinical trials, and other competitive
advantages to justify why managed
care entities should pay them a pre-
mium rate over the competition.

Providers should also establish
procedures for streamlining delib-
erations and facilitating consensus
among decision makers. Large
provider organizations may want
to limit the number of decision
makers to a subset of physicians
and administrative managers who
review contracts and data and then
present analytic results to the rest
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of the group. In addition, bench-
marks ?or procedure codes and
drug pricing that predetermine
financially unacceptable levels of
reimbursement should be institut-
ed. These actions will limit time
spent on discussion and reduce the
potential for poor decision making.
When sitting down to review the
contract, decision makers should
heed the following checklist:
m Beware of gag clauses and other
restrictions. Some plans have con-
tract provisions that preclude
speaking with patients about treat-
ment options and plan payments.
Be on Lfne lookout for such provi-
sions. Also, scrutinize requirements
for utilization management, such as
the complexity of the referral or
authorization process and whether
patients will have access to clinical
trials. Be aware of any formulary
restrictions on drugs.
& Pay attention to small but impor-
tant details. Will fees be adjusted
for changes in the medical cost of
living? How much documentation
will be required to bill for off-label
indications or for drugs with no
code (J9999)?
m Negotiate a better deal. Many
cancer care providers feel com-
pelled to accept whatever is put on
the table and do not negotiate a
better price. Not all payers are pre-
pared to negotiate, but it is better to
try to do so before walking away.
Ultimately, those cancer care
providers able to elicit a loyal fol-
lowing among their patients will
gain the most leverage in negotiat-
ing managed care contracts. As can-
cer patients become more educated
health care consumers, they are
demanding a greater voice in how
their treatment is delivered.
Patients want to see their care
givers taking a stand against quali-
ty-of-care restrictions brought on
by managed care companies. W

Payer-Oncol
Recommen(

by Cary A. Presant, M.D., and Mar

ntil recently, much of
the public dialogue
concerning managed
care has focused on
health maintenance
organizations and their intensive
degree of case management.
HMOs have received most
of the attention largely due to the
close scrutiny with which their
utilization review committees and
medical directors manage oncolo-
y treatment and their methods
For capitating oncology services.
Today, however, most third-
party payers, including private
insurance companies, preferred
provider organizations, Medicare,
and even state Medicaid agencies,
are joining HMOs in asserting
their control over the medical
management of patients to reduce
health care costs. Increasingly all
third-party payers are managing
care more intensely with stringent
pretreatment authorizations;
frequent denials for standard,
new, or investigational drugs;
and restrictions on referrals to
specialists.

Over the past five years,
oncologists in California have
gained considerable experience in
the state’s booming managed care
market. Types of agreements with
HMOs and other payers range
from discounted fee-for-service
relationships to more extensive
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