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• Why Managed Care contracting will change almost everything related to the 
vulnerable Medicaid / Medicare population served

• Establishing and implementing a Managed Care contracting function in your 
organization

• Strategic positioning questions to be addressed by every Medicaid service 
provider

• Payor negotiations and contracting issues 

• Why provider action through affiliation is a key component of strategic positioning

• Advantages / disadvantages of Independent Provider Associations 

• Legal issues / anti-trust considerations regarding IPAs

• Questions and answers

• Next steps 

Topics to Be Covered
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• New York State Medicaid Managed Care Reform Initiative has a primary 
objective of eliminating NYS responsibility for Medicaid Fee For Service 
Payments in the next 3-5 years

• NYS is transferring substantially all of its Medicaid financial risk to Managed 
Care Organizations (MCOs)

• The transition to Medicaid Managed Care will significantly increase the number 
of organizations that you contract with

• As a result, your historical relationships with OMH / OCFS / DOH / OASAS will 
be replaced by potentially 10 or more MCO contracts with varying terms and 
conditions

• Ultimately, this transformation from Fee For Service to capitated payments from 
NYS to MCO plans will result in fewer independent, autonomous Service 
Providers 

Why Managed Care Contracting Will Change 
Almost Everything Related to Your Medicaid 
Population 
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• What is the best course of action for our organization to position 
ourselves for future success in a Medicaid Managed Care 
environment?

o Maintaining autonomy – need to be big and good at what you do

o Affiliation with other providers 

o Options to consider are varied and include the following:

� Performing provider systems under DSRIP

� Membership in an IPA

� Membership in an ACO

o The “ball of confusion” will most likely involve multiple strategies 
since it is unclear which of the Managed Care models will be 
successful and survive

Strategic Positioning – Question to be 
Asked and Answered by Each Provider
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• This presentation was prepared as of October 1, 2014 based on information 
provided by OMH / OCFS / DOH / OASAS.

• The Managed Care implementation process for Behavioral Health is fluid and 
subject to change.  Children’s Mental Health currently is scheduled for January 1, 
2016.  Being ready for the seismic change is critical to future success.

• Since further changes are inevitable, certain of the comments and 
recommendations that follow may be impacted by the terms and conditions 
required by OMH / OCFS / DOH / OASAS for BH Managed Care implementation.

• My primary objective today is to explain to providers in attendance why a multi-
disciplinary Managed Care contracting function is necessary with respect to 
strategic positioning of providers related to contracting with Children’s BH 
Managed Care Organizations.

• Establishing a Managed Care contracting function and determining your strategic 
position must be accomplished within the first six months of 2015.  The sooner, 
the better.  

Please Note
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• WHY is it necessary?

o The traditional contract arrangements that you have had under 
Medicaid Fee For Service will be eliminated during this transition.

o Your organization will be responsible for evaluating which Managed 
Care Plans and structures you should participate in.

o Contracting with Managed Care Organizations is based on the reality 
that they want you to provide services at the lowest cost possible, 
which is usually not in the provider’s best interest.

o Contract terms, conditions, and payment rates / methodologies will 
vary among the numerous plans.  Initially, your current Medicaid rate 
will be used as the floor.

o But Medicaid rate protection will not last forever and, in fact, may not 
cover the cost of services you provide.

Establishing a Managed Care 
Contracting Function
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• WHO needs to be involved in the contracting function?

o There should be a multi-disciplinary team formed at the Senior Management 
level

o Led by the CEO, CFO, or COO, the team should include HR, IT, Billing 
Supervisor, and almost all members of the Senior Leadership Team

o The broad diversification of individuals involved will require the elimination of 
any communications silos or walls that may still exist in your organization

o The contracting team should be formed no later than January 1, 2015 and be 
prepared to meet at least monthly until all initial Managed Care contracts have 
been signed

o Keep in mind that many of you have been involved with traditional Medicaid 
Managed Care for a number of years

o However, the structural design for vulnerable populations like Children’s Mental 
Health is far more complicated than anything you have seen previously

Establishing a Managed Care 
Contracting Function
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• WHAT are the primary responsibilities of the Managed Care contracting
function?

o Develop, with Board input, the basic strategies and philosophy 
related to your contracting strategies

o For example, are we going to sign with every plan that offers us a 
contract?

o Or, will we be approaching the contracting plans individually or jointly 
with other providers

o In addition to strategy development, this team must develop and stay 
true to its desired objectives

o Strategy development based on consistent objectives will inevitably 
lead to financial, personnel, technology, and mission-based conflicts

Establishing a Managed Care 
Contracting Function
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• WHEN does the contracting function need to be involved with Managed Care 
Organizations?

o I recommend a very proactive approach.

o That is, your designated “negotiating team” ideally contacts the Managed Care 
Plan Provider Network Administrator before they contact your organization.

o The proactive approach may not be feasible.  However, the Managed Care Plans 
licensed and operating in your geographic service area are, in most cases, already 
known.

o The MCOs will provide you with their standard template contract. NEVER sign a 
standard template contract.

o Unfortunately, many providers have already signed a standard contract based on 
fear of exclusion from a particular referral network.

o The contracting function must be integrated and serve as the initial recipient of 
each and every Managed Care contract

Establishing a Managed Care 
Contracting Function
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• HOW can the Managed Care contracting function best accomplish its objectives?

o An evaluation of the contract negotiation skill set of Contracting Team members must 
be performed.

o If internal negotiation expertise is not considered strong, then the organization should 
identify and pursue a contracting consultant relationship.

o The service provider must always recognize that the “typical” Managed Care Plan 
views providers as a “commodity”.

o Your contracting function must disavow the Managed Care Plans of this attitude.

o Provider success in Managed Care can only be accomplished if the payment rate / 
methodology is always based on the “lowest cost provider”.

o Instead, service quality, outcome measures, and avoidance of hospital utilization 
should be the key drivers for purposes of Managed Care Plans rewarding / adequately 
compensating service providers.

o Finally, service providers are typically at a disadvantage in terms of negotiating 
leverage if they approach contracting as an individual provider versus a Regional 
Provider Network (e.g., IPAs to be discussed later).

Establishing a Managed Care 
Contracting Function
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• WHERE should the Managed Care contracting function be positioned 
organizationally?

o The Managed Care contracting function and its leader should be a direct 
report to the CEO.

o In addition, a Board officer or Committee Chair, preferably Finance or 
Executive, should be designated as the Board liaison for communicating 
issues and opportunities related to contract negotiations.

o There are parallels between Managed Care contracting and your 
compliance function related to your organizational structure.

o If you are looking for proof of the importance of the contracting function, you 
should know that most hospitals have had a VP of Revenue Cycle 
Management since the inception of Medical Managed Care in the 1970s.

o Therefore, there is no need to “re-create the wheel”.  

Establishing a Managed Care 
Contracting Function
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• WHY is strategic positioning imperative?

o If the objective of Managed Care is to reduce costs and/or reduce revenue paid 
to service providers, then the future fiscal viability / sustainability of your 
organization is being challenged directly.

o In the view of New York State and the federal government healthcare regulators, 
there are too many providers, excess capacity in the system, coupled with 
inefficiencies, fraud, and abuse that must be reformed.

o The reform process, unfortunately, is and continues to be chaotic, resulting in 
collateral damage and unintended negative consequences.

o That is to say, large regional networks of providers with fully integrated operating 
structures have been identified as the preferred model for achieving the 
government’s Managed Care objectives.

o The government’s objective is a direct challenge to the fiscal viability and 
sustainability of almost every healthcare provider, not just Children’s Behavioral 
Health.

Establishing a Managed Care 
Contracting Function
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• The following Top 10 List of Managed Care facts should be known and 
communicated to Management and Board throughout your 
organization.

• The BH transition to Medicaid Managed Care for the vulnerable 
population that you serve will affect each and every 
employee/consumer/client/patient of your organization, either directly 
or indirectly.

• As you know, implementation of Managed Care principles is ongoing 
with Health Home enrollments focusing on Care Coordination / 
Management of the high cost / most involved BH population.

• Provider efficacy for a Children’s Health Home structure is critical to 
achieving rational and reasonable results for both children served and 
their service providers.

Strategic Positioning Issues to 
be Addressed
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1. Be aware and knowledgeable regarding the role and 
responsibilities of various structures and service 
delivery models.

• DSRIP = Delivery System Reform Incentive Program - $8 billion of federal funds over five years to support performance improvement

• PPS = Performing Provider System – primarily led by hospitals / health systems for purposes of obtaining Planning Grants under DSRIP

• MCO = Managed Care Organization – the primary fiscal intermediary between you, the provider, and the State of New York funding sources

• MSO = Management Service Organization

• Health Homes – Care Coordination / Management on a regional basis with integration of provider networks

• Children’s Health Home – a key component of Care Coordination for this unique population

• BHO = Behavioral Health Organization / Utilization Management focus (e.g., Beacon, Magellan, etc.)

• HARP = Health and Recovery Program (i.e., defined set of services available from an MCO)

• MLTC = Managed Long-Term Care Plan / MCO

• PACE Program – Program for All-Inclusive Care to the Elderly

• IPA = Independent Provider Association / Contracting Organization

• ACO = Accountable Care Organization – a product of the Affordable Care Act (Obamacare)

• ACN = Accountable Care Network – provider networks created by ACOs for purposes of contracting with the Federal Government based on “population 
health” principles

• DISCO = Developmental Disability Individual Service Care Organization

• Insurance Companies – Fidelis, Excellus, ILS/Humana, ElderPlan, Universal American, Blue Cross of Western New York, MVP, AmeriHealth, Emblem 
Health, United Health Care, etc. 

• & More!

Top 10 Facts Critical to Strategic 
Positioning
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�Be aware and knowledgeable regarding the key 
definitions, as follows.

• Fiscal Intermediary - The structure of virtually all Managed Care plans involves the development of 
a fiscal intermediary.  A fiscal intermediary can take a variety of forms and structures, as follows:

o In the early days of traditional Managed Care for an employed population, the insurance company acted as the fiscal 
intermediary between your employer and you as the individual or family insured and enrolled in a Managed Care plan.

o This is also true in Medicare advantage and traditional Medicaid Managed Care (excluding vulnerable populations) where the 
State or Federal Government has contracted with a variety of insurance companies to create, enroll, and manage various 
Medicare and Medicaid populations.

o In Medicaid Managed Care for vulnerable populations, there can be multiple fiscal intermediaries (e.g., BH MCOs, IPAs, 
partnerships between insurance companies and providers, Health Homes, etc.).

o Vulnerable populations like Behavioral Health (Mental Health and Substance Abuse) may require “service carve outs” by fiscal 
intermediaries (aka MCOs) that are responsible for managing the cost and service quality related to specific types of services 
required by the vulnerable population. Special Needs Plans (SNPs) are an analogous structure previously implemented.

o For example, Managed Long-Term Care Plans can be offered by providers (e.g., Visiting Nurse Association) as well as by 
insurance companies (e.g., Fidelis).

o In Behavioral Health, I believe that the IPA structure for participating providers is the preferred contracting structure for Managed 
Care.  In union, there is strength.  As President Lincoln said, “A house divided against itself cannot stand.”

Top 10 Facts Critical to Strategic 
Positioning
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�Be aware and knowledgeable regarding the key 
definitions, as follows.

• Managed Care Organization (MCO) = An organization that combines the functions of health 
insurance, delivery of care, and administration.

o MCOs are and will represent the primary fiscal intermediary between you, the provider, and the State of New York 
traditional funding source (i.e., OMH / OCFS / DOH / OASAS) 

• Management Service Organization (MSO) = An organization formed by multiple providers to share 
and combine administrative functions for purposes of achieving operating / cost efficiencies

o Examples of shared services:

Top 10 Facts Critical to Strategic 
Positioning
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Human Resources Fundraising and Development

Information Technology Managed Care Provider Contracting

Finance Facilities/Occupancy/Maintenance

Compliance/QA Access to Capital Financing/Credit Facilities

Transportation Strategic Planning

Marketing, Public Relations & Communications Administrative Functions Supporting Provider 
Network (e.g., IPAs)



�Be aware and knowledgeable regarding the key 
definitions, as follows.

• Independent Provider Association (IPA) = a legal entity of participating healthcare service providers 
that are under contract to provide services to members / enrollees of multiple MCOs, as well as 
other insurance plans, incorporating a fixed fee per enrollee (capitation) or based on a Pay-For-
Performance model (P4P) (partial capitation), service carve-outs, and / or targeted performance 
incentives.

o For example, the primary focus of Managed Care Organizations since the early 1970s has been on reducing the 
utilization of emergency rooms and hospital inpatient admissions.

o An IPA is also a fiscal intermediary between you, the provider, as a member of the IPA, and the MCO.

• Population health = fairly recent terminology that refers to an integrated system of healthcare 
service delivery covering all sectors of healthcare needs for a defined population of Plan members / 
enrollees.

o Typically, a “Managed Care population” for healthcare delivery should be at least 10,000 lives in order to properly 
spread the capitation financial risk associated with high cost / high need individuals. For a healthy population, most 
actuaries prefer a population of at least 5,000 lives in order to assume any substantial amount of capitation risk.

o Population health is the primary target for Accountable Care Organizations and their network of providers 
(ACO/ACM)

Top 10 Facts Critical to Strategic 
Positioning
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2. Provider contracting with these primary Fiscal 
Intermediaries (MCO / IPA), who will stand in place of 
OMH / OCFS / DOH / OASAS via contract.  The related 
contract negotiations will become extremely important in 
whether or not you will have success in a BH Managed 
Care model.

• You will need to designate a multi-disciplinary Provider Contracting Team for your organization.

• Do not sign standard template contracts without reading them first.  It will be rare for you to sign a “standard 
contract”.

• Many providers have already received “template contracts” from MLTC Plans and other Medicaid MCOs, etc.

• After reading a template contract, you can be assured that some modifications / addenda will be required.

• Remember that Managed Care is, at its core, a negotiated rate-based financial risk model – AKA insurance 
for a population of enrollees who you, the provider, does not control.

Top 10 Facts Critical to Strategic 
Positioning
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3. The initial shifting of financial risk for the Children’s BH 
population is expected to be a transfer from OMH / 
OCFS / DOH / OASAS to the Fiscal Intermediary 
organizations.  

• Contracts with the five designated Behavioral Health Organizations in the state back in 2011 
were the initial step in moving the vulnerable Children’s BH population into Managed Care.  
BHO focus has been and continues to be on utilization, although the BHO role is expanding in 
network development.

• The establishment of Health Homes on a regional basis throughout New York State was the 
second step in the process of implementing BH Managed Care.  Health Home focus on Care 
Coordination / Case Management.

• The final implementation step will be OMH / OCFS / DOH / OASAS approval of MCO 
applications and the timeline for implementation of Managed Care for vulnerable populations.

Top 10 Facts Critical to Strategic 
Positioning
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3. The initial shifting of financial risk for the Children’s BH 
population is expected to be a transfer from OMH / 
OCFS / DOH / OASAS to the Fiscal Intermediary 
organizations (Continued).  

• Please be aware that, at least initially, certain protection for providers related to existing rates 
(e.g., Clinic) has been provided for in the Managed Care transition process.

• The final RFA, confirmed by DOH webinar, limits provider financial risk for the first 3 years to a 
relatively minor percentage (less than 3%)

• Most common in the Children’s BH provider arena will be the MCO and/or IPA structures.  

• That is, direct contracting as an individual provider with an MCO or jointly contracting through 
an IPA entity formed by multiple providers as a Regional Provider Network.

• There will be multiple Fiscal Intermediaries requesting your organization to sign a “Participating 
Provider Agreement” in their Provider Service Network.  

• Because of provider rate protections mentioned above, be aware that in the initial contracting 
process (1-3 years), it is unlikely that individual providers will be subject to assuming any major 
degree of financial risk related to services provided.

Top 10 Facts Critical to Strategic 
Positioning
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3. The initial shifting of financial risk for the Children’s BH 
population is expected to be a transfer from OMH / 
OCFS / DOH / OASAS to the Fiscal Intermediary 
organizations (Continued).  

• Individual provider risks / incentives are difficult to manage on an individual provider basis.

• That is why a Regional Provider Network entity, formed as an IPA, can be beneficial to your 
organization.  

Top 10 Facts Critical to Strategic 
Positioning
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4. Therefore, it is likely that any shift of financial risk to 
individual providers / IPAs will be delayed until after the 
January 1, 2016 Children’s implementation date.

• Prospectively, individual providers / IPAs can expect to receive a portion of what was Fee For Service rate reimbursement, 
which will now based on service quality, efficiency, and desirable outcomes.

• Quality standards (e.g., QARR) and targeted service outcomes, as defined by OMH / OCFS / DOH / OASAS and the MCOs, 
are anticipated to be used as the “Bible” for Care Coordinators / Case Managers to determine client service eligibility, needs, 
quality assessment, and targeted service outcomes.

• There will be various payment models developed by the Fiscal Intermediaries for purposes of paying individual providers or the 
IPA entity.

• Fundamental to the IPA entity structure is a “pooling” of risk to be spread across multiple providers who are IPA members.  
Providers must be careful in assessing the quality and cost of other providers who are members of the IPA.

• For those providers who participated in Worker’s Comp Self Insurance Trusts, you are already aware of the potential risks 
associated with “joint and several liability”.

• The payment models will move some portion of Fee For Service rate reimbursement towards P4P-targeted payment 
methodologies. 

Top 10 Facts Critical to Strategic 
Positioning
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4. Therefore, it is likely that any shift of financial risk to 
individual providers / IPAs will be delayed until after the 
January 1, 2016 Children’s implementation date 
(Continued).

• The IPA membership / contract structure does provide for  more flexibility than a Worker’s Comp Self Insurance Trust --
specifically, variable withholds for individual provider members of the IPA.

• However, I believe that individual Children’s BH providers will continue to be reimbursed in the short-term based on 
negotiated/DOH guaranteed Fee For Service base rates.

• During the pilot / initial transition phase, it is extremely important for individual providers or provider networks to develop creative 
/ innovative alternatives to traditional service delivery modalities.

• Possible scenario: 95-98% = fee for service, 2-5% = performance-based compensation, which will increase over time.

• Performance-based compensation / financial risk is typically funded by a provider withhold / financial risk pool based on claims 
submitted during each year.  

• IPAs, at this point, are not subject to Article 44 Insurance regulations.

• In my opinion, the State (OMH / OCFS / DOH / OASAS) is open to and looking for creative solutions from providers that satisfy 
the State’s Managed Care objectives.

• That is why the State recently received approval for $8 billion of Federal funds for the Delivery System Reform Incentive 
Program (DSRIP) in February 2014.  

Top 10 Facts Critical to Strategic 
Positioning
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5. The transfer of Care Coordination / Case Management 
responsibilities from the provider to the Health Home 
and the Fiscal Intermediaries is a monumental 
structural and operational change for every provider.

• Care Coordination / Case Management will impact on each and every program service 
component for every provider.

• The State’s Conflict Free Assessment methodology for purposes of service referrals will be a 
critical, yet unproven, component of successful implementation.

• The State’s objective of a fully integrated delivery system begs the question of how and 
whether Children’s BH providers should be linking to primary care clinics and physicians.  I 
believe that linkage to primary care is a must but gaining traction and acceptance in this area 
may be difficult in the initial stages of BH Managed Care.  

• The fundamental expectation of Medicaid Managed Care is to shift focus from what individuals 
“Want” and “Need” to what services are “appropriate at an affordable cost”.  Affordable cost is 
determined by negotiation between the MCO and individual providers / IPAs.  

Top 10 Facts Critical to Strategic 
Positioning
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5. The transfer of Care Coordination / Case Management 
responsibilities from the provider to the Health Home 
and the Fiscal Intermediaries is a monumental 
structural and operational change for every provider 
(Continued).

• The transition of Care Coordination / Case Management by providers to Health Homes and 
Fiscal Intermediaries will continue to be a major challenge, especially during the transition 
period. 

• That is, certain Children’s BH clients will continue to be served in the Targeted Case 
Management / Intensive Case Management model while Health Homes / Fiscal Intermediaries 
(MCOs) take responsibility for high cost and complex cases.

Top 10 Facts Critical to Strategic 
Positioning
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6. As a result, this fundamental change moves the 
Children’s BH population from decades of provider input 
into individual service needs to a system that provides 
an external / independent (Care Coordinator) 
assessment of what the individual “needs”.

• Individual Children’s BH services provided may take a back seat to “affordable cost” in determining client service 
needs.

• State intends to use the Quality and Service Metrics for maintaining objectivity in determining service needs.  
Methods used by Health Homes will become the standard.

• Inevitably, a certain degree of subjectivity will be required.  Conflict Free Assessments are one example of the 
obvious recognition that Managed Care for vulnerable populations results in increased exposure to the consumer.

• For example, in a medical model, should a patient receive an MRI vs. CT Scan vs. PET Scan or who is entitled to 
joint replacement surgery based on the age of the patient.

• It is interesting to note that after decades of Managed Care implementation, the focus is still on avoiding emergency 
room visits and inpatient admissions / re-admissions.  As you all know, these facility-based services are typically 
higher cost and not viewed as cost effective in relation to community-based services.

Top 10 Facts Critical to Strategic 
Positioning
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7. The fundamental programmatic change for providers 
will, as the State suggests, require “transformational 
change” throughout your organization.

• Providers, over time, will become more focused on cost, cost effectiveness, and appropriate 
need for frequency of service delivery.

• Managed Care principles will result in inherent conflicts of interest and ethical issues for 
providers and particularly clinicians and administrators.  

• These conflicts of interest and ethical issues will significantly increase your risk management 
and compliance program initiatives.  

• Clinicians and service providers may require extensive re-training and education related to the 
revised approaches to individual client service delivery and service modalities.

Top 10 Facts Critical to Strategic 
Positioning
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8. Individual providers should never accept capitation 
rates (fixed price contract amount for a specific 
population of enrollees) without at least 2-3 years of 
reliable historical cost information.

• In the final analysis, rates / amounts paid by OMH / OCFS / DOH / OASAS on a Per Member 
Per Month (PMPM) will determine the amount of “pain or pleasure” that providers will 
experience from a financial perspective.

• Historical value of adjudicated claims should not be either the State’s or the provider’s 
reference point for determining PMPM amounts.

• That is because we know that rates currently being paid may bear no relationship to the actual 
cost of the service being delivered. 

• Our most recent reference point verifying the fact above is the shift to APGs for Article 31 Clinic 
services.  

Top 10 Facts Critical to Strategic 
Positioning
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8. Individual providers should never accept capitation 
rates (fixed price contract amount for a specific 
population of enrollees) without at least 2-3 years of 
reliable historical cost information (Continued).

• Smaller individual providers (less than $10 million in annual revenue) will have to create 
leverage in negotiating provider contracts with Fiscal Intermediaries.

• Smaller providers, linking with larger providers, should consider formation of a Regional 
Network (i.e., either an IPA or a joint contracting LLC).

• As a provider, your primary goals in Network Participation should be to achieve a strategic 
position that:

o Makes you too big to ignore by the MCOs.

o Makes you too big to exclude from MCO provider networks.

o The network IPA provides its members with additional negotiating leverage.

Top 10 Facts Critical to Strategic 
Positioning
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8. Individual providers should never accept capitation 
rates (fixed price contract amount for a specific 
population of enrollees) without at least 2-3 years of 
reliable historical cost information (Continued).

• During initial implementation, an individual provider may not want or need to sign a 
participating provider agreement with every fiscal intermediary that offers a provider contract.

• It is imperative to have knowledgeable advisors in all Managed Care contract negotiations.

• Whenever considering some degree of financial risk for a program or certain population of 
individuals, make sure you speak with a qualified, experienced actuary.

• Beware of financial risk associated with small populations.  Some would say less than 5,000 
enrollees is not feasible for risk underwriting purposes.  

• Depending upon the actuary, you may find that a population of 10,000 is necessary for taking 
on full or extensive financial risk through capitated arrangements.

Top 10 Facts Critical to Strategic 
Positioning
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8. Individual providers should never accept capitation 
rates (fixed price contract amount for a specific 
population of enrollees) without at least 2-3 years of 
reliable historical cost information (Continued).

• Children’s BH providers want to be paid at or above cost for all services provided to MCOs.

• MCOs want to pay providers the lowest amount that the Children’s BH provider will agree to 
with the most favorable MCO terms and conditions.  

• After all, MCOs need to cover their administrative costs and targeted return on their investment 
(profit / capital reserves).

� For all of the preceding reasons, each and every provider needs to determine whether it wants 
to negotiate individually or in collaboration with a provider network through an IPA structure.

Top 10 Facts Critical to Strategic 
Positioning
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9. The State’s Medicaid Redesign Team and its “Triple 
Aim” anticipate cost efficiencies together with 
improved health and service outcomes.  This 
expectation will require each provider to assess its 
strategic positioning with respect to future service 
delivery.  

• As a result of the foregoing, major structural and operational changes will be required.

• Every provider Board and Management Team should be asking and answering the following 
questions:

o Does your organization want to maintain individual autonomy in the next 3-5 years or is it more feasible to 
merge with or be acquired by another organization? (That is, is your service niche exceptional or is your 
organization already too big to ignore as a Children’s BH provider?)

• Depending upon the answers to the foregoing questions, contracting decisions regarding 
network participation (e.g., IPA) and negotiating favorable payment rates / incentives will be of 
paramount importance.  

Top 10 Facts Critical to Strategic 
Positioning
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9. The State’s Medicaid Redesign Team and its “Triple 
Aim” anticipate cost efficiencies together with 
improved health and service outcomes.  This 
expectation will require each provider to assess its 
strategic positioning with respect to future service 
delivery (Continued).  

• Those areas of highest priority are:

o Cost accounting systems for individual high-cost consumers.  These software applications do not yet exist at
the level of sophistication necessary to truly “Managed Care”.

o Electronic Health Records (EHR / EMR) will be a necessity for all program service components.

o Restructuring your billing and accounts receivable systems to accommodate revised contract payment 
methodologies (e.g., incentive payments for achieving performance goals, P4P).

Top 10 Facts Critical to Strategic 
Positioning
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9. The State’s Medicaid Redesign Team and its “Triple 
Aim” anticipate cost efficiencies together with 
improved health and service outcomes.  This 
expectation will require each provider to assess its 
strategic positioning with respect to future service 
delivery (Continued).  

• Those areas of highest priority are (Continued):

o Sophisticated IT applications for purposes of communicating / processing claims for services provided with the 
contracted Fiscal Intermediaries while at the same time continuing traditional Medicaid billing through 
Computer Sciences.

o Many of you recall the Article 31 billing transition to APGs…???  That is to say, a confusing transition for 
providers maintaining two sets of billing information with retrospective adjudication of claims.

o Regulatory compliance will be a challenge during the transition period, with certain clients under the old model 
and high-cost clients assigned to Health Homes / HARPs subject to different approval processes and 
documentation requirements.

Top 10 Facts Critical to Strategic 
Positioning
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9. The State’s Medicaid Redesign Team and its “Triple 
Aim” anticipate cost efficiencies together with 
improved health and service outcomes.  This 
expectation will require each provider to assess its 
strategic positioning with respect to future service 
delivery (Continued).  

• If you haven’t already done so, your Board and Management must discuss and evaluate the 
strategies, incremental costs, and people resources necessary to ensure future success and 
autonomy, if desired.

• Your decisions regarding strategic positioning in a Managed Care environment are critical 
components of Managed Care success.

Top 10 Facts Critical to Strategic 
Positioning
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9. The State’s Medicaid Redesign Team and its “Triple 
Aim” anticipate cost efficiencies together with 
improved health and service outcomes.  This 
expectation will require each provider to assess its 
strategic positioning with respect to future service 
delivery (Continued).  

• If autonomy is not an option, begin the process of evaluating affiliation and merger options with 
other providers.

• An effective alternative to merger / affiliation may be the formation of and participation in a 
regional IPA.

Top 10 Facts Critical to Strategic 
Positioning
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10. Based on my 30+ years of experience in working with 
Managed Care models, insurance companies, and being 
certified as a Managed Care Professional, every provider 
must be aware of “The Five Rs” identified and originated 
by this presenter:

• Restricted Access, AKA Challenges to Service Eligibility

• Relocation of Service Delivery Sites, searching for lowest cost of care

• Rationing of Services Through Care Coordination – clients needs vs. wants

• Redistribution of the Health and Human Services Fiscal Budget ($$$)

• Reduced End of Life Care and aging demographic will result in more Palliative vs. 
Curative service delivery (e.g., reduced Emergency Room utilization and inpatient 
admissions)

Top 10 Facts Critical to Strategic 
Positioning
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• The previous slides answered the question of WHY a 
modified organizational structure is necessary for 
Managed Care contracting.

• The previous slides also addressed HOW an individual 
Children’s BH provider needs to assess its Strategic 
Positioning with respect to Managed Care plans.  

• The following slides will answer the question, WHAT 
alternatives are available for providers to consider in their 
assessment of Strategic Positioning with Managed Care 
Organizations?

Structural Alternatives for 
Managed Care Contracting
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• There are three distinct structural alternatives for an IPA entity, 
as follows:

1) Independent 

2) Captive – typically owned/controlled by the MCO or a Health System

3) Partnership between MCO and IPA entities

• Depending upon facts and circumstances, any one of the three 
alternatives listed above may be appropriate.  

• Provider control is greatest in the Independent model IPA.  

• Depending upon the attitude and relationship between the MCO 
and the individual providers, the Captive and Partnership 
models may be desirable or not feasible.

Types of Independent 
Provider Associations (IPAs)
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• Independent:

o Formation of the independent IPA is a grass roots effort of the providers who are also 
members of the IPA.

o Board representation consists only of representatives from participating provider 
members of the IPA.  

o Decision-making authority rests with the IPA Board that is initially appointed by the 
IPA provider members.

o Independent taxable or non-taxable entity, depending on structure and objectives.

o Contract negotiations with MCOs are managed directly by the IPA Board, its 
independent legal counsel, and individuals designated with contract negotiation 
authority.

o Primary advantage for the MCO is that through a single signature, a regional network 
of providers can be MCO network participants without having individual negotiations 
with each provider.

Characteristics of Each IPA Model
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• Independent:

o Single signature contract authority by the IPA Board is powerful from a negotiation 
and leverage perspective.

o In order to pass legal requirements and anti-trust regulations, IPA cannot be formed 
for the sole purpose of negotiating rates.  

o Rather, in addition to rate negotiation, the IPA must assume some degree of financial 
risks and/or performance-based incentives as a condition of the contract with the 
MCO.

o In order to effectively function as a joint network entity of multiple providers, there 
must be some evidence of “clinical and financial integration” among IPA provider 
members.

Characteristics of Each IPA Model
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• Captive:

o In a captive IPA, the IPA is typically owned, operated, and controlled by the MCO.

o This is the preferred model from the MCO perspective, since it provides that decision-
making authority, rate determination, and performance targets are under the direct control of 
the MCO / Plan Management.

o In a captive IPA, it is a given that periodic contract negotiations are unnecessary, as the 
MCO typically makes and implements contract decisions.  

o That is, you as the provider are offered a “Participating Provider Agreement” that enables 
you to participate in the MCO network.

o However, in signing the typical Participating Provider Agreement, you are transferring the 
authority and responsibility for almost all decision making to the MCO, with the exception of 
actual service delivery and related service documentation. 

o In a captive model, it is common for the majority of service providers to be employed directly 
by the lead / largest provider (e.g., hospital / health systems being the most common)

o If a hospital / health system is not directly involved in owning the captive IPA, then the IPA is 
typically owned / controlled directly by the MCO.

Characteristics of Each IPA Model
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• Partnership:

o Depending upon facts and circumstances, a partnership ownership structure between 
the MCO and the IPA members may be viewed as the most desirable structure for an 
IPA.

o However, partnerships, like marriages, are prone to differing objectives and frequently 
divorce.

o A partnership IPA structure requires a symbiotic relationship between the MCO and 
the individual IPA provider organizations.  Mutually agreeable common objectives are 
a requirement.

o While this structure is desirable, it is also the most difficult to implement successfully 
over the long term.

o In the partnership model, there is an inherent conflict between the MCO’s desire for 
profitability and the IPA provider member organizations’ desire to provide the best 
quality services with the best possible results at a reasonable rate to the clients being 
served.

Characteristics of Each IPA Model
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• Partnership:

o A partnership IPA model typically requires 50% ownership and control by the MCO 
and 50% by the IPA provider organizations.  

o It is well known that 50-50 control models do not work well when a dispute or 
disagreement occurs.

o In order for a partnership model with 50-50 ownership/decision-making to be 
successful, there must be a timely, efficient, non-judgmental, and independent 
arbitrator available to make binding decisions for the IPA owners / members.

Characteristics of Each IPA Model
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• Assuming that you have a critical mass of regional providers 
interested in forming an independent IPA, the following slides 
provide the critical steps and decisions that need to be made 
for successful formation and implementation.   

Forming an IPA 
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• Who are the founding provider members?  

• What level of authority and control do the founding members 
want to retain, development of a budget / business plan with 
related assumptions, developing legal and contractual 
documents?

• Discussion and decision regarding entity focus areas – that 
is, Managed Care contracting as well as MSO shared 
administrative services.

• Soliciting and contracting with prospective members / 
participating IPA network providers.

• Timeline for entity formation / implementation.

Forming an IPA
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• Determining geographic coverage of the IPA regional network

• Decide on name of organization

• Entity structure – taxable or tax-exempt?

• Definition of business purposes – description of objectives 
(i.e., IPA and/or MSO)

• Decision-making authority, Board structure 

Forming an IPA
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• Classes of Membership

o Founders

o Funders

o Participating Provider Members – dues are under discussion

Forming an IPA
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• Directors and Officers

o Number of Directors

o Terms and term limits

o Director nomination process – self-perpetuating or membership 
vote

o Director resignation and filling vacancies

o Annual, regular, and special meetings of Directors

o Quorum / voting provisions

o Need for reserve powers

o Election of Officers

Forming an IPA
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• Board Committees to be established

• Executive Committee role and responsibilities

• Capital investment requirements – who pays for what and 
how much?

• Indemnification provisions

• Assignment / acceptance of financial risk by IPA members

Forming an IPA
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• Background and Experience

o Since 1985, I have negotiated Managed Care 
Contracts directly with a number of insurance 
companies including Excellus, Aetna, MVP, Fidelis, 
and more

o Since 1975, I have represented the interest of all types 
of Health and Human Service providers

o I have always served on the provider side in my project 
consulting and Managed Care contracting negotiations

Managed Care Contracting
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Managed Care Contracting

• TOP TEN primary issues to be addressed by providers in 
every BH contract negotiation

1. What payment rate will the Children’s BH provider be paid? 

2. What services are covered under the BH contract?

3. What, if any, services can be billed separately or to the client
directly? 

4. What, if any, financial risk is being transferred to the Children’s BH 
provider based on the contract terms?

5. What performance incentives or penalties are included in the BH 
contract?
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Managed Care Contracting

• TOP TEN primary issues to be addressed by providers in 
every BH contract negotiation (Cont’d)

6. How frequently can the Children’s BH provider bill for services provided 
under the contract?

7. What are the expected payment terms from the BH to the provider once a 
“clean claim” has been submitted?

8. What requirements or initiatives are planned/contracted for by the MCO 
provider? 

9. How will the payment rate for services be determined and when will it be 
adjusted? (i.e., What Medicaid rate will be used for payment?, appeals, 
published rates, etc.)

10.What is the dispute resolution process to be followed?
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1) Under Managed Care principles, New York State is "transforming” the health 
and human service delivery system from providing services that individuals / 
families / guardians “want” to a system based on an assessment of what the 
individual “needs”. How does your organization evaluate the impact of this 
transformational change from a service delivery perspective?

2) What strategies has the BH provider developed to plan for and address the 
impact of this transformational change resulting from Medicaid Managed 
Care reforms? (Medicare as well)

3) New York State has selected a traditional Care Coordinator / Manager 
“model” to serve as the “gatekeeper” for determining what services are 
needed by each individual being served. How does the BH provider assess 
the impact of this shift in the referral of service role from the current referral 
sources to the Care Coordinators / Managers? (There are a variety of 
Managed Care Organizations – MCOs – that will become the primary 
referral sources.)

Strategic Positioning Questions to be 
Asked and Answered by Your Organization



4) NYS has acknowledged its objective very clearly in its Medicaid Waiver 
application.  The State’s “Triple Aim” is to achieve: 

a) Better service quality

b) Better health outcomes

c) Reduced / more efficient costs of delivery

• This “Triple Aim” is filled with inherent conflicts for providers. How will the BH 
provider achieve each of the goals specified in the State’s “Triple Aim”
mantra while maintaining fiscal viability?

5) NYS has made it quite clear, with the Department of Health (NYS DOH) now 
driving the bus, that fewer health and human service providers with reduced 
administrative costs will be one of the sources of achieving efficiency and 
reduced costs for services. What is the BH provider doing proactively to 
address its administrative cost efficiency and, more broadly, the State’s 
desire for mergers, affiliations, and shared service organizations to achieve 
a more efficient HHS delivery system?

Strategic Positioning Questions to be 
Asked and Answered by Your Organization



6) Traditional managed care principles will affect all aspects of health and 
human service provider programs in the following areas:

a) Restricted access, A/K/A challenges to service eligibility

b) Relocation of service delivery sites

c) Rationing of services through care coordination

d) Redistribution of the health and human services fiscal budget ($$$)

e) Reduced end of life care – Palliative v. Curative (e.g., reduced emergency room utilization)

• How does the BH provider intend to proactively address the potential impact 
of the areas listed above to address and achieve the State’s “Triple Aim”
referred to above?

7) NYS and the federal government are expecting cost efficiencies together 
with health and service outcomes. What structural and operational changes 
will the BH provider require to compete in this changing environment? 

Strategic Positioning Questions to be 
Asked and Answered by Your Organization



8) The following areas are of highest priority in evaluating the question 
above:

a) Partnering/merger/affiliation with other service providers

b) Participation in regional provider networks

c) More sophisticated cost accounting and electronic records for all program 
components

d) Restructuring your billing and accounts receivables systems to accommodate revised 
contract payment methodologies (e.g. incentive payments for achieving performance 
goals, P4P)

e) Incremental cost structures on administrative infrastructure (technology, compliance, 
etc.) will be a significant challenge in assessing your organization’s future services 
and structure.

Strategic Positioning Questions to be 
Asked and Answered by Your Organization



9) How is the BH provider reaching out to parents / guardians and advocates 
for purposes of informing them of the potential massive changes in 
program service delivery for your clients? 

10) Will the consolidation of hospital systems, continue to result in the “Wal-
Marting” of the community based health and human service providers?

Strategic Positioning Questions to be 
Asked and Answered by Your Organization



• Maintaining autonomy

• Co-optition – This is a blend of cooperation and competition.  An example is the willingness of multiple 
hospitals in urban areas to provide admitting privileges to the same physician.  The ability to cross 
competitive boundaries and accomplish benefits for both organizations is the key element of co-optition.

• Collaboration – The spirit of collaboration covers a wide variety of relationships, typically supported by 
some form of letter agreement or memorandum of understanding.  Collaborations between non-profits 
occur every day in our community.  A common example is the arrangement by which multiple service 
providers apply for third party funding from our local United Way or grant making foundations.  The local 
community foundation also supports a number of collaborative efforts.  The community funders want 
maximum benefit in a cost effective way.  

• Shared-service agreement – This is the first step in contractual affiliations, generally motivated by a desire 
to reduce costs through economies of scale or to enhance services.  The focus is on administrative and 
support functions, commonly referred to as non-core competencies.  Sharing administrative services is 
generally regarded as the best and first step in establishing the solid relationships necessary for two or 
more organizations to move along the continuum.

• Contractual Affiliation – Think of this as the “engagement” before a merger.  Typically, you will see shared 
decision-making, financial risk, and an interdependence of each organization that is party to the agreement.  
One organization may provide administrative support, decision making and related services to another, or 
multiple providers may collaborate on the delivery of services.

The Continuum from Autonomy to Acquisition –
Refer to Attached RBJ Article (7/13/12)



• Network formation – This sort of affiliation is driven by changes in the marketplace most often involving 
consolidated funding sources, case management initiatives and coordinated of intake and service 
delivery.  The Federal and State governments have sponsored a number of network initiatives for many 
years; a prominent example in some parts of the State is the rural health network.

• Joint venture – Two or more organizations with separate governance may form an entity to address to 
address a particular service need.  A common objective is cost efficiency with improved outcomes. There 
are many examples of joint ventures in providing services to the elderly and their caregivers, as well as 
addressing the educational needs of our young people.  

• Partnership/corporation – A separate legal entity may be formed,  requiring capital contributions or dues 
and separate governance, and typically is devoted to meeting a need common to all partners.  Risk and 
reward are shared according to terms specified in the partnership or shareholders’ agreement.  Most 
urban areas have developed a Regional Hospital Association and Health Information Organization.  Two 
examples in which partners address their joint needs in purchasing and information sharing.

• Merger – With thousands of non-profit organizations in the primary urban areas of the State, the current 
environment would appear ripe for affiliation initiatives, both to reduce costs and to improve services.

• Acquisition

The Continuum from Autonomy to Acquisition –
Refer to Attached RBJ Article (7/13/12)



• Questions and Answers

• For further information please contact:

o Jerry Archibald - (585) 750-6776, (315) 748-0939, 
garchibald@bonadio.com

Further Discussion
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