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Agenda

 Value Based Contracting
 Definition
 Market Dynamics 
 Features 

 3rd Party Influencers
 Lab Opportunities 
 Network Management  
 Pricing  



Definition  

 Rewarding providers for the quality of care 
provided vs. number and type of procedures

 Promotes ways to change clinician behavior 
by rewarding value over volume

 The right service, right time, right place 



Market Dynamics 

 Increasing pressure from Government and 
employers to shift to improving outcomes, 
lowering costs, and increasing access vs. FFS

 Shift toward increased collaboration, outcome-
based payment and new benefit plan design is 
driving innovation in how we pay for and deliver 
healthcare 

 Value-based contracting programs largely driven 
by self-funded customers (comprise > 60 percent 
of commercial membership) 



Market Dynamics 

 >50% of UHC commercial lives under value based 
contracts
 New United contract with Quest and LabCorp 

 Evolution in clinical care and payment methods
 Model being used in ACO’s 
 Foster greater accountability
 Take advantage of medical innovation
 Alignment of incentives across providers, 

members, employers, and payers to improve 
clinical outcomes, patient experience, and  cost 



Features   

 Physicians know that payers will not pay incentives unless 
savings are realized

 Cost efficiency performance measures include non par lab 
utilization, others 

 A portion of the provider’s total potential payment is tied 
to cost-efficiency and quality performance measures

 Providers may still be paid fee-for-service for a portion of 
their payments, a bonus, or have payments withheld

 Bonus not paid unless the provider meets cost efficiency 
and/or quality targets



Contract Features   

 Contract considerations:
 Financial risk
 Patient/member component 
 Data sharing arrangements
 Quality measures 
 Minimum savings thresholds 
 Leakage 
 Carve-outs 
 Pre-determined baselines and clear targets for 

improvement 
 Organizational alignment around performance & risks



Value Based Contracting  

 Some Core Elements

 Predictive Pricing
 Shared Opportunity 
 Fee for Service Alternative
 Outcomes Focused 



Beacon/LBS

● “We assist health plans in lowering test 
costs while improving test selection in a 
value-based economic model”

● Physician decision support

● Labs of Choice® program

● Test ID & Mapping

● Claims Editing & Pricing

● Prior Authorization

● Policy Development & Maintenance 



 >4,000 tests exist and 
menu increasing

 9 billion tests performed 
each yr; exceeds all other 
procedures 

 >70% physician decisions 
based on test results  

 30% of aggregate lab test 
volume is “unnecessary”



eviCore

 eviCore applies 44,000 lab-
specific claim rules to ensure 
appropriate reimbursement for 
medically necessary tests

 Funding models include 
capitation and shared savings 

 Reviews each gene in a panel 
and prior authorizes and 
reimburses genes that are 
“medically necessary”



Lab Opportunities 

 Quest and LabCorp/United 

 Shared savings

 “Appropriate utilization”
 Beacon LBS
 Data sharing 

 Other large labs
 Understand requirements/performance 
 Similar or more aggressive terms with other 

National/large Regional payers 
 Emphasize key differentiators (menu, specialty)



Small/Specialty Lab

 Distinct Challenge – Coverage 
 Example: Priority Health (MI)
 New Technology Coverage - Contract

 MDx Test for Pancreatic Cancer
 Claim re: reduction in unnecessary surgeries & 

costs 

 Contract provisions
 Coverage and payment during initial term
 Limited use to applicable specialty 

physicians
 Achieve savings over baseline costs   



Small/Specialty Lab

 Results 
 Test was used by appropriate specialists (GI’s) 

>80% of the time (achieved metric)
 Reduction in surgery rate vs. baseline not 

achieved 
 Test covered with prior authorization and only 

orderable by Gastroenterologists  
 Value based metrics incorporated in to ongoing 

contract 



Networks

 Limited Networks 
 Patient incentives

 High OON ded./co-ins. 
 Plan design options for patients 

 Pricing negotiation leverage 

 Network re-balancing 
 National contracts

 United, Aetna, Quest, LabCorp 
 Head to head in-network lab performance on

 Total utilization 
 “Inappropriate utilization” 
 Leakage management  



Pricing 

 Fee schedules based on
 Total spend reduction
 Specific test/class savings  
 “Appropriate spend”

 Covered tests
 Correct “indication”
 Physician type 
 Leakage success 
 Who can squeeze the balloon the most? 



Summary

 Proving value is paramount to contracting  
 Labs need to decide what risk parameters are 

acceptable (financial, quality)
 Labs should interact with 3rd parties making 

decisions re: appropriate testing, utilization, etc.
 Data is critical to monitoring and monetizing 

contracts  
 All parties should be aligned and feel like they 

have a fair shot at benefitting 



“However beautiful the strategy, 
you should occasionally look at 
the results.”

Winston Churchill 


