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Earlier this
m o n t h ,
U n i t e d

Healthcare im-
plemented a new
fee schedule that
e s s e n t i a l l y
freezes physician

reimbursement fees at Medicare’s 2008
resource-based relative value unit scale.
The move affects 12% of physicians in
the UHC network, or about 70,000
providers.

According to United Healthcare, the
transition was made to simplify fee
schedule administration and increase the
reliability and predictability of physician
payments. 

The new method for calculating re-
imbursement replaces the “progressive
fee schedule,” which used a fixed con-
version factor and RVU values that
changed on an annual basis. The new
“stated year fee schedule” bases physician

reimbursement on their existing conver-
sion factors and 2008 Medicare RVUs and
non-RVU based fees.

This solution is not ideal because 2009
Medicare rates are higher than 2008
rates, but it does offer physicians a pre-
dictable rate of reimbursement. Under
the progressive fee schedule, physicians
experienced drops in their reimburse-
ment for certain CPT codes, some by as
much as 9.5%.

With that said, physicians may choose
to renegotiate their contracts with Unit-
ed Healthcare. But what would be the
first step?

First, I would call United Healthcare to
get some details and clarification from
them. Besides the fee schedule, for ex-
ample, what other aspects of the con-
tract are changing?

Second, ask the health plan to map out
what the steps are for renegotiating the
contract. What information do they re-
quire from the physician to justify an in-
crease in the fees? How long would it
take for that increase to take place?
Check on your rights to appeal the
change and find out what their expecta-
tions are. The process may seem like an
uphill fight, but getting all the informa-
tion you can is key.

Third, if it seems daunting to rene-
gotiate on your own, consider creating
an independent network of practices to
raise your bargaining power. 

Such networks are emerging all over
the country. They must adhere to strict
federal antitrust guidelines. So, for ex-
ample, it’s illegal for such networks to
collectively boycott a health plan, but
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Boost Your Bargaining Power
if they are set up correctly they can be
the most effective way for small play-
ers to renegotiate contracts with
health plans.

Large, nationally organized provider
networks exist, but they tend to be so
large that they deeply discount their re-
imbursement rates in order to compete
with other large practice networks. 

An alternative to joining a large net-

work is to identify a cluster of 15-20
small group or solo physician practices
that can be more nimble in their decision
making and that can leverage their bar-
gaining power at a local level when ne-
gotiating contracts or buying medical
supplies.

This so-called group practice without
walls concept gives a solo practice the
bargaining strength of a large group

practice without having to give up a
solo practice. ■

MR. DEMARCO is president and CEO of
DeMarco & Associates Inc., a Rockford,
Ill.–based health care consulting firm that
provides guidance in establishing indepen-
dent management service organizations.
For more information about these services,
go to www.demarcohealth.com.

BY BILL DEMARCO,
M.A., C.M.C.

A cluster of 15-20 small group
or solo physician practices can
be more nimble in their
decision making and can
leverage their bargaining power
at a local level.


