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In the second of a two-part series, we
discuss a contract clause that gives
plans the limited access they need
without jeopardizing the confidentiality
of their records.

Plus: We share a model contract clause
that you can use to state how you will
share quality assurance, utilization
review, and peer review information
with a plan.
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Check out these tips for dealing
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Plus: Read model language you can
use to address bundled charges in
your contract.
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Direct contracting: Seven advantages
of dealing directly with employers

Don’t be surprised if more employers ask you to sign a contract directly with
them. Direct contracting is on the rise again as employers try to reduce the esca-
lating costs of health insurance by cutting out the plan middleman.

But what does direct contracting mean for providers? You may have heard that
there can be big advantages to a direct deal with an employer, but you may not
be familiar with what those advantages are and how they can help you.

If you understand the potential benefits of direct contracting, you can better
evaluate any direct contract an employer offers you and judge whether it pro-
vides these advantages. And if the contract isn’t as advantageous as it could be,
you’ll be prepared to raise those shortcomings with the employer or even refuse
the deal.

To help you prepare to deal with direct contracting, we’ll explain why it’s
becoming more popular and discuss seven potential advantages to contracting
directly with an employer. We’ll also tell you what each advantage means to
providers.

Direct contracting becoming more popular

Employers turn to direct contracting to contain the costs of health administra-
tion and control the way employees obtain treatment. Some employers also con-
sider direct contracting because they want to give their employees access to
providers who have dropped out of local plan networks. And some enterprising
providers approach employers about direct contracting, according to direct con-
tracting expert A.J. Lester.

“No one expects providers to drop out of all of their plan contracts. But direct
contracting can be very profitable for providers and should be part of their busi-
ness mix,” Lester says. The key is to pick and choose so you only step into dir-
ect contracting deals that are advantageous to you,

Potential advantage #1: Provider networks are more exclusive.

In a typical managed care arrangement, the plan creates a provider network
and markets it to all employers in a region. Because it deals with a wide range of
potential customers, the plan must have a large provider network with broad geo-
graphic and clinical coverage. But in direct contracting, the provider network is
more exclusive—it’s made up mostly of providers that the employer/employees
have requested.

“The employer often surveys its employees to find out who they would want
in the network or makes lists of providers that employees have previously used.”
says Lester. The employer then approaches only those targeted providers about
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