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Should you negotiate 
your reimbursement 

rates?  

Who can negotiate their reimbursement rates?
Most practices have been underpaid with low reimbursement rates for many years. Most 

practices are receiving rates lower than what they should. Even small practices can negotiate 
their rates with success. The reality is, if you haven’t negotiated your rates in the last 3 years, 

you are certainly leaving money on the table. 
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Overview
I often encounter situations where practices have no idea what their rates are - to be 
honest there are far too many other things going on that require immediate 
attention. The reality, however, is that your rates are too important to ignore going 
forward.  
Within the last 10 years, there has been a major shift. Medicare used to be the 
lowest payer. Now we know that Medicare typically pays better than most 
commercial insurance! It’s time to take back your piece of the pie.  
Many practices, particularly those who are small to mid-sized (1-25 providers) , are 
at risk of going out of business because their rates barely allow them to breakeven. 
Despite dramatic increases financial obligations, dramatic increases in enrollment  
and premiums at insurance payers, reimbursement rates for most providers still 
remain at recession-level rates.  
This book will explain how you can compare your rates, and what a reimbursement 
increase can mean for your practice.  
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Meet Dr. Now. Dr. Now, an 
OB/GYN, has been practicing 
for 15 years, and started his 
practice about 10 years ago.  
Dr. Now has 3 associates 
working with him. Dr. Now’s 
ta ke-home pay i s a bout 
$275,000. Not too bad, but 
when you consider the risk Dr. 
Now has running his own 
business and years of medical 
training, it makes you wonder 
if that’s enough. What could 
get do with a better salary? He 
could work less or perhaps 
even retire earl ier. Even 
better, with higher profits and 
take-home pay, when Dr. Now 
goes to sell his practice, he will 
get a lot more money. 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Let’s take a look at Dr. Now’s reimbursement rates and see what 
can be done….. 
 
The first thing we need to do is put together an analysis of the 
practice’s rates, and arrange them according to payer and CPT 
service code. Here is how this process works:

1. Determine the most commonly used codes by the practice. 
Usually, your practice management system can do this for 
you. Usually there will be anywhere from 5-15 depending on 
your specialty. List these codes on a spreadsheet.

2. Go to the Medicare physician lookup tool (link is here). Here, 
you can input your codes, even for a specific location. Choose 
the global modifier and you can automatically get the rates  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3. Next we need to know what the insurance payer is 
reimbursing. Using your EOBs, go to the allowed amount and 
add the rate to your spreadsheet. Note that it should be an 
EOB that is unbundled and you need to consider the 
“ALLOWED AMOUNT” or “COVERED AMOUNT” as this is 
rate that considers co-pays or coinsurance. Add to your 
spreadsheet.

4. On your spreadsheet, take your rate and divide it by the 
Medicare rate. This will give you your percentage of Medicare 
you are being reimbursed. Take the % of Medicare average 
(excel formula =average( ) and this will provide the average 
reimbursement as a percent of Medicare.   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5. Complete the analysis for each of your top payers and list on a 
table. It should look at little something like this.  
 

 
 
 
Automatically you’ll notice some patterns. Payers 1, 2 and 3 
are paying at relatively the same rate. Payer 4, is pulling the 
average way down. 78% of Medicare is not a great rate. Keep 
in mind, Medicare prices rates according to geographic areas, 
so it shouldn’t matter what part of the country you are in. 
Payer 5 is an anomaly paying at a much higher rate than the 
rest. What does this mean? We should definitely leave payer 5 
out of the negotiation strategy for now, and we should 
definitely approach payer 4. Should we also approach payers 1, 
2 and 3? Yes, you should. If you feel you can put together a 
convincing enough argument, it doesn’t hurt to approach 
these payers and see if you can move the needle even just a 
bit closer to where payer 5 is reimbursing.  
 
 
What now? How do you negotiate contracts?  
 
You have to start planning and start putting together your 
negotiation strategy. You can’t just simply call up the 
insurance plan and say “Hey, I want an increase”. You have to 
navigate through the red tape and put together a compelling 
argument of what you’re doing and how it saves the health 
plan money.  
 
You have to put together what your ‘assets’ are to the payer 
and convey them in a formal value proposition. Here are a few 
examples of ‘assets’ that would be of interest to the payers: 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1. You manage your schedule well - for example, you keep 
patients out of the emergency room because referring 
providers know that their patients can be seen the same day. 
 
2. You provide a service, whether procedure or therapy that is 
not provided by other practices in the area.  
 
3. You have a sub-specialty that is not common in the area.  
 
4. You are able to solve chronic issues better than other 
providers (have some data to back that info!) and can show 
that you can prevent downstream costs to the payer  
 
5. You can bring forth ‘case studies’ that show examples of 
how your expertise saves the health plan money  
 
6. You provide references from referring providers who attest 
to your abilities and outcomes 
 
These are just a few examples. Every practice is different and 
everyone has something that differentiates them from their 
competitors. The key is to convey this information in a 
convincing manner. 

6. In this case, we put together a compelling case, went up 
against Payer 4 and agreed on a 16% increase over current 
rates.  

 
The result? An extra $88,730.46 PER YEAR, year after year! 
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That’s all revenue that’s added to profit because no additional 
expense is needed to obtain this money. That will have a 
profound effect on owner income and value of the business. 
All with just one payer.

7. Should I hire a professional to negotiate contracts on my 
behalf?  
 
Certainly, we are bias on this as NGA Healthcare does provide 
payer negotiation services. We often work with clients who 
have attempted to negotiate reimbursement rates on their 
own without results and feel that they have wasted their 
time. We very often move on to provide a successful 
negotiation on behalf of these clients. Negotiating with payers 
takes time and patience. While I encourage all medical 
providers to negotiate their contracts, the reality is that they 
seldom have the time and it makes more financial sense to 
hire an expert who can probably get you better rates anyway.  
 
Our track record is that out of all of the clients we have 
worked with, we have been able to successfully negotiate at 
least one of their contracts for higher reimbursement, and 
that pays for our fees many times over.  
 
Are you interested in finding out how much we charge and the 
negotiation services we provide? Click this link and you will be 
directed to our webpage that outlines our pricing (All done on 
fixed fee basis) as well as the exact services we provide. We 
advocate and believe in transparency from the payers, and 
believe our business should do the same as well. 
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