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Today’s Agenda 
1. Welcome & roll call 
2. ACL updates & announcements 
3. Guest presentation, Financial Acumen: Dr. Victor 

Tabbush 
4. Q&A and discussion 
5. Wrap up 



             

 
   

 

Financial Acumen: Part Two | Pricing 
Dr. Victor Tabbush, PhD 
National Learning Community Network Development Track 
June 28, 2023 

CREATIVE IDEAS TO ACTION RESULTS 



Today’s Learning Objectives 

Learn how to recoup indirect/overhead costs 

Use factors aside from costs in your pricing strategy 

Identify sources of value to the partner 

Articulate an attractive value proposition 

Learn when multiple prices are superior to a single price 

Motivation to explore the Commonwealth Fund ROI tool 
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Polling Question 1 

How was pace of last presentation? 

1. Too slow 
2. A bit slow 
3. About right 
4. A bit fast 
5. Too fast 
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The Continuum of Pricing Control 

    

 

 

Unilateral: Buyer Bilateral: Cost Only Bilateral: Negotiation Unilateral: Seller 

Buyer sets price Seller justifies Buyer & Seller Seller sets price 
price based on agree on price 

costs based on costs 
and other factors 
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Two Types of Contract Costs 

Direct 

Direct costs are those that 
relate clearly and directly to 
a  specific contract. 

Indirect 
Indirect (overhead) costs 
that partly support the 
project, but also support 
other contracts and 
activities. 
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Categorizing the CCH Costs Example: Direct vs Indirect 

CEO 
Salary 

IT 
& Billing 
Systems 

Dedicated 
Project 

Manager 

Contract 
Legal 

Review 

Meals 
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Seller Justifies Price Based on Costs: Attempt Full Cost Recovery 

“Full cost recovery is the ability to recover 
the total cost of a service, project, activity or 
product, including some of the costs that 
are not directly related to delivering it. 
These indirect costs are, however, necessary 
to run the organization.” 
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If You Can - Allocate a Share of Overhead to the Contract 

AllAllocated 
Indirect 
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The Problem with Overhead Charges 

Your overhead can be deemed excessive 
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Indirect Cost Item  Basis for Converting to Direct Cost 

Billing System 
CEO Salary 
IT 

Utili  ze 3rd party billi  ng agency 
Time expended 
Head count 

Accounting Revenue from contract 

   

Remedy: Convert Indirect to Direct Costs 
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Bilateral: Cost Only Bilateral: Negotiation Unilateral: Buyer Unilateral: Seller 

Buyer sets price Seller justifies Buyer & Seller Seller sets price 
price based on agree on price 

costs based on costs 
and other factors 
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   The Continuum of Pricing Control: Now Negotiation 



 

  

 

   

Two Questions to Answer Before Pricing Strategy is Executed 

First: What are you attempting to 
achieve? 

Second: What is the unit to 
be priced? 

Then establish the price(s) 
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Possible Goal Choices 

Long term 
Current net income profitability Accessibility 

Immediate financial Deferred profits at expense Mission-driven 
returns of current net income purpose 



 

 

   

   

Polling Question 2 

What is your principal goal in negotiating a price? 

1. Maximizing current net income 
2. Maximizing long-term profitability 
3. Accessibility - mission-driven rather than financially driven 
4. None of the above 
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Assumption: Price Must be Mutually Beneficial 

Value minus Price 

You The Plan 

Plan net gain 

Your net income Price minus Costs 
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 Total Return

Your portion Your portion 

Total Risk Total Return 

Plan portion Plan portion 

Mutually Acceptable Division of Financial Returns & Risks 
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Possible Units to Price 

Number of cases 
at the discretion of 

the plan 

Price 
per 

Case 

 

 
 

 
 

   

Meals per week and 
number of weeks at the 
discretion of the plan 

Number of weeks at the 
discretion of the plan 
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Negotiate a Cost-Informed Price 

Cost-based pricing Cost-informed pricing 
Price based solely on costs Cost is just one factor 
(markup) 
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Negotiate a Cost-Informed Price 

Cost-based pricing Cost-informed pricing 
Price based solely on costs Cost is just one factor 
(markup) 
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Pricing Level Requires Consideration of Two Other Factors 

Your costs 

The value you provide to 
the plan Competitive environment 
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The Two Forms of Value from Partnerships 

Quality - Improved 
health outcomes 
and functioning 

Intrinsic 

Cost – Lowering 
unnecessary 

utilization 
Instrumental 
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Polling Question 3 

Do you include the intrinsic value of your services in your business case? 

1. Yes 
2. No 
3. Depends 
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The Negotiated Price Should Lie Within this Band 

$0 CCH Cost Value to Plan 

Price Band 
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Three Sources of (Instrumental) Value to the Plan 

Cost Avoidance 

Provider Satisfaction Revenue Enhancements: 
(Quality payments, 
member attraction & retention) 

Value 
1 

2 

3 
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Price Should Result in a More Attractive Value Proposition than Competitors 

Your value proposition 
must be more attractive 

The competitor’s value 
proposition 

Plans seek the superior 
value proposition 
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Competition Means Price Level Is Constrained 

Cost With Competition Value 

ad 
Price range (no competition) 

Narrower price range (with competition) 

Collaborative Consulting, Inc. — Confidential | 28 



 
 

 

  
 

The greater the 1number of 
competitors 

the more elasti
be the demandThe greater the 2 your services 

substitutability between 
services and the more 

restrained sho
The greater attractiveness of 3 your price! 

competitors’ value 
propositions 

  
 

   

c will 
 for 

uld be 
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Degree of Competition Depends on Three Factors 



 

  

   

Polling Question 4 

How strong is your competition? 

1. We have none 
2. We have competitors, but they are weak relative to us 
3. Competition is moderate 
4. Competition is fierce 
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Pricing AB 
1. A uniform price 1. Multipart pricing 
2. The same regardless 2. Different prices 

of payer and volume depending on volume 
and on the payer 

   

   

   

Consider Adopting a Multipart Pricing Strategy (B) 

Rather than a simple pricing strategy (A) 
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Price 
levels 

Lowest price 

Intermediate price 

Highest price 

f3 Low volume - per unit 
ixed costs high 

Intermediate volume - per 
unit fixed costs moderate 

Large volume - per unit 
fixed costs low 

  

   

Multipart Pricing: Example of Volume Discount 
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Multipart Pricing: When Costs Differ Across Beneficiaries 

Blended 
Price 

Lower  Price for  
Lower  Cost  

Beneficiaries 

High Price for  
Higher Cost 
Beneficiaries 
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Multipart Pricing: Example of Versioning Strategy 

When payers differ in their willingness to pay (Medicare versus Medi-Cal or Commercial) 

Higher price version 

Quality features missing Quality features added 
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to competition 

Referrals differ 

Costly Events Avoided Your (Relative) Effectiveness 

More Plan Revenues 
You may help the plan to recruit & 

retain members 

Your (Relative) Price
Attractiveness depends on your price relative 

High Risk Population 
in medical utilization 

Your achievements in reducing the Utilization of hospital and ED are key 
TCC 
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Factors Making for a Favorable Value Proposition 
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1. Select service & target event 
9. Conduct sens 

ine baseline utilization 
medical events 

8. Review outputs 
imate cost of medical events 

7. Select payment terms 
4. Project service volume 

5. Assess service costs 

2. Determ 

3. Est 

6. Forecast service 
effectiveness 

itivity analysis 
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User Takes Nine Steps 



   
      

 
  

   

Example: Care Transitions 

• AAA and an MA plan are negotiating to partner in providing home and community-based services 
for discharged individuals at risk for readmissions and ED visits. 

• The service portfolio is comprehensive 
• Care coordination 
• Transportation 
• Nutritional support 

• What is the ROI? 
• How much does each partner gain? 
• What is the share of risk each bears? 
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Step 1: Select Services and Targets 
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Step 2: Establish Baseline Utilization 

Readmissions 
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Step 3: Estimate Cost of Medical Events 

Note: LOS assumed to be 6. 
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Step 4: Estimate Population to Receive Each Service & Intensity 
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Step 5: Estimate Service Costs 
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Step 6: Estimate Impact on Utilization 
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Step 7A: Select Payment Systems Step 7B: Select Payment Levels 
(Case Rate Example) 
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Step 8: Review ROI Results 
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Step 9: Conduct Sensitivity Analysis 
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Step 9: Results - Assess Risk (CBO) 
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Another Use: Setting Goals 
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Converting indirect to direct costs may enable FCR 

Financial risk is inevitable - the partners must share it 

Costs are not the only consideration in pricing 

Your value proposition will compete with that of other providers 

Don’t think of price; think of prices 

A tool exists for you to calculate the ROI 

   

Six Takeaways 
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Q & A Session ? 
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Wrap Up 
• Meeting recording and material will be provided by the National 

Learning Community email team 
• Upcoming meetings: 

• Saturday July 15, NLC Gathering at USAging conference, 
registration required 

• Wednesday July 26 @2-3:30pm ET, Network Management 
• Email Maya with USAging (mopdebeke@usaging.org) if you 

do not have the meeting series in your calendar. 

mailto:mopdebeke@usaging.org
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