
WHAT SALES 
TEAMS NEED 
TO KNOW 
ABOUT RISK 
CONTR ACTING

“Risk contracts are 
fundamentally different 
from traditional contracts 
that focus on securing 
access and providing 
rebates.”

Ron Cantrell, PhD
Sr. Director, Pricing, 
Analytics & Economics, 
GlaxoSmithKline

As a healthcare sales professional, you 
should understand the basics of risk 
contracting so you can support your 
company’s strategy to improve market 
access and meet customer needs.

Risk-sharing arrangements go by many 
names, from advanced contracts to 
population health management programs. 
The following are some of the key concepts 
that you should understand about risk 
contracting today.
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“In the past few years, we have seen the rapid 
development of risk-sharing contracts, particularly after 
the implementation of the Affordable Care Act,” says 
Gabriela Dieguez, FSA, MAAA, principal and consulting 
actuary at Milliman. “The payer market is ready to take on 
risk and to demand the same from providers as well as 
pharmaceutical companies and device manufacturers.”

Patrick Cunningham, director, integrated care, global 
diabetes and cardiovascular division at Sanofi, agrees. 
“Risk contracting is the new normal and will help us drive 
better outcomes,” he says.

In many cases, customers are initiating the conversations 
about risk contracting with life science companies, 
says Ron Cantrell, PhD, head of U.S. pricing and payer 
analytics, managed markets, and government affairs at 
GlaxoSmithKline. “This doesn’t mean risk contracting 
is right for every product or therapeutic class, but it is 
certainly good to be aware of the environmental trends 
and the components of a risk-sharing contract and what it 
would take to implement one,” he says.

Cantrell has been involved in risk-sharing discussions 
with customers for more than 10 years. Early on, many 
risk contracting projects were put on hold after both 
payers and companies recognized the considerable 
work and resources these arrangements required. But 
that is shifting. “What has changed is the environment,” 
Cantrell says. “There is much more drug management and 
competition, as well as a heightened focus on quality. All 
of this has generated an appetite for these arrangements, 
and payers are looking to partner in these areas to focus 
on optimal patient care.”

YOUR CUSTOMERS, PARTICUL ARLY PAYERS, 
ARE DEMANDING RISK CONTR ACTING.
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Risk contracting methodologies also have evolved. “These contracts are 
no longer as experimental as they were 10 or 20 years ago,” says Bruce 
Pyenson, FSA, MAAA, principal and consulting actuary at Milliman. “We 
have the systems in place and the knowledge to make them happen, so 
we are going to see a rapid acceleration of these kinds of arrangements 
over the next few years.”

Adding to the momentum is the fact that many of today’s government 
payment programs incorporate a risk-sharing component, Pyenson 
says. “There has been a huge shift in risk to providers, and we’ve seen 
it very dramatically in many of the programs that CMS [the Centers for 
Medicare & Medicaid Services] has launched, from bundled payments 
to Next Generation ACOs and other programs such as MACRA [the 
Medicare Access and CHIP Reauthorization Act of 2015],” Pyenson 
says. “Providers are more focused on risk and value, creating an 
environment in which the pharmaceutical industry and medical device 
manufacturers need to get in sync with these new types of contracts.”
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RISK CONTR AC TING MAY HELP YOUR COMPANY 
OPTIMIZE MARKET ACCESS, DEPENDING ON THE 
PRODUC T. 
Risk contracting not only helps meet customer demand, but it also can 
help increase market share, provide an alternative to discounting, and 
create a barrier to competition.

Dieguez believes manufacturers can gain a competitive advantage 
through risk sharing and advanced contracting. “These contracts 
demonstrate that companies are willing to work with a health plan, 
take on risk, and stand behind their product,” she says. “When the 
manufacturer and the plan are working toward the same goals, it can 
change the dynamics of a negotiation.”

RISK CONTR AC TING CAN ALTER THE BUSINESS OF 
BOTH CONTR AC TING AND SELLING.
Risk contracting not only helps meet customer demand, but it also can 
help increase market share, provide an alternative to discounting, and 
create a barrier to competition.

Dieguez believes manufacturers can gain a competitive advantage 
through risk sharing and advanced contracting. “These contracts 
demonstrate that companies are willing to work with a health plan, 
take on risk, and stand behind their product,” she says. “When the 
manufacturer and the plan are working toward the same goals, it can 
change the dynamics of a negotiation.”



“Payers in specific markets are more willing to enter risk 
sharing because of the populations they attract,” Dieguez 
adds. She points to health plans with exchange products 
that are under extreme competitive pressure.

Cantrell says the best way to gauge a payer’s interest in 
risk contracting is by having meaningful conversations. 
Although organizations may be innovative and capable, 
they may not be interested. “A lot comes down to their 
business model,” Cantrell says. He believes that risk 
sharing with payers to date has been a bit more one-sided, 
compared with risk sharing with providers and ACOs, 
which tends to be more “upside-downside.”

When it comes to partnering with providers, Pyenson 
says there is a difference between pharma and device in 
terms of which customers tend to be the most willing to 
enter risk contracts. “Providers are very interested in how 
a device may impact readmissions, for example. In the 
pharma world, often the scale of the pharmacy benefit 
itself is determined by the payer, and the provider has less 
to say about that,” he says. “That is going to shift but right 
now, the key for pharma is finding individuals in some of 
the regionally or nationally strong innovator organizations 
that are savvier with data. Those are probably the best 
candidates for partnership.”

SOME OF YOUR CUSTOMERS 
MAY BE MORE RECEPTIVE 
THAN OTHERS TO ENGAGE IN 
RISK CONTR ACTING. 
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“Sales teams can be critical for success because they are 
the front-line leaders out with customers,” says Cantrell. 
“Sales teams have valuable information on payers and 
providers that helps us create better offerings. They 
also can provide feedback so that we can change an 
offering over time to meet customer needs. If structured 
appropriately, sales teams also can provide a great 
deal of benefit for both pharma and the payers in any 
type of risk-sharing relationship. They are the ones 
out with providers on a daily basis, so they have a lot 
of opportunity to provide the messaging and use that 
relationship to promote optimal patient care.”

Pyenson believes experienced sales professionals, 
in particular, are assets because they have watched 
customers evolve over time. “The field sales teams bring 
a very valuable perspective having watched and worked 
with payers for years,” he says. “When building our 
actuarial model, we go through a straw dog process to 
determine which types of risk arrangements might be 
appropriate and which might not be appropriate. Getting 
feedback into the development process from people in the 
field who have listened to the medical directors, pharmacy 
directors, and others is invaluable.”

Cunningham agrees. “Front-line sales teams understand 
the culture of customer organizations and their willingness 
and ability to enter into these types of contracts,” he 
says. This understanding can help companies develop 
arrangements based on mutually beneficial goals.

YOU CAN SUPPORT YOUR COMPANY ’S 
RISK CONTR ACTING EFFORTS.
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“Getting feedback into the development process from 
people in the field... is invaluable.”



A RISK CONTR ACT CAN INCLUDE 
DIFFERENT T YPES OF OUTCOMES.
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“Risk contracting is not right for 
every company or product, but a 
lot of companies in the U.S. and 
especially globally are involved 
in various kinds of arrangements 
based on performance,” says 
Pyenson. “Such arrangements 
might be based on clinical 
outcomes but also financial 
outcomes or utilization.”

“We typically try to focus on 
financial outcomes because they 
are friendlier to the payer even if 
the methodologies are somewhat 
complex,” Dieguez says. Examples 
of financial outcomes that can 
be included in a contract are per 
member per month (PMPM) costs 
for a specific drug or a portfolio 
of products, or the per patient 
medical cost.

Examples of clinical outcomes that 
may be included in risk-sharing 
arrangements include avoided 
hospitalizations and quality 
metrics such as blood sugar 
levels. These clinical endpoints 
are used to measure performance 
in governmental and commercial 
ACO arrangements, Dieguez says. 

When it comes to determining 
which type of risk is “riskier” for 
a manufacturer, it depends upon 
the type of product and the type 
of contract, Pyenson says. “Risk 
contracts almost always have 
limits and conditions that can 
serve to make the risk worse or 
make the risk milder,” he says. 
“The clinical guarantees are 
almost always riskier from an 
administrative standpoint, but it 
really depends.”

Cantrell agrees that right 
contracting approach hinges on 
the type of product you have. 
“The approaches are different 
whether you have a high-cost 
specialty product or if you have 
more of a gen-pharm product 
that might be potentially viewed 
as more genericized and more 
competitive,” he says.

Cunningham says there is a link 
between the type of product 
and the amount of risk you can 
assume for that product. “In the 
case of diabetes, the ability to 
manage the behavioral changes 
required for better diabetes 
management is an important 
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constraint on the amount of risk that we can take,” 
he says. “But it is that amount of risk that we 
need to be able to assume in order to capture the 
value from the avoided short-term and long-term 
complications from a chronic disease like diabetes.”

YOUR COMPANY CAN 
AVOID MAKING MANY 
OF THE COMMON 
MISTAKES OF RISK 
CONTR ACTING. 

“Often, pharma companies will think about risk 
from the perspective of monetizing a clinical trial,” 
Pyenson says. “That is almost always the wrong way 
to approach risk contracting.”

Not clearly defining the terms of a contract 
is another common mistake that companies 
make, Dieguez says. “A lot of these issues can be 
anticipated, so it is good to work with someone who 
has experience in contracting,” she says. “This might 
include determining which trend they are going to 
use to project their goals or determining how they 
will risk-adjust or even round the numbers.”

Companies also need to make sure they do 
not make the mistake of failing to gain internal 
alignment. “These arrangements can be complex, 
compared with traditional contracts,” Cantrell 
says. “It takes a lot of effort to evaluate an offer, 
and analytics plays a big role in that. You need 
good insight into a customer’s business model, 
and actuaries can help with that. You also need 
to bring everyone internally on board first, and 
those conversations typically are with marketing, 
contracting operations, finance, regulatory, and 
certainly legal. You also have to educate your 
account teams on how they can go out and sell this 
to payers.”
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CMR Institute and Milliman, the leading provider of actuarial 
consulting services to the healthcare industry, have partnered 
to create expert RISK CONTRACTING TRAINING RESOURCES 
to prepare your commercial sales teams for this new business 
model.

 This streamlined eLearning program will prepare your 
 teams to:

  Define the critical success factors for a risk contract

  Speak confidently with payers and providers by 
  having a marketplace-applicable understanding of 
  risk sharing

  Realize how sales and training strategies can 
  support future contracting efforts
 

Our newest eLearning program will OPTIMIZE MARKET 
ACCESS by preparing your sales team with a market-applicable 
understanding of risk-sharing partnerships.

Want to learn more about risk contracting and how it may 
improve market access? Subscribe to the Market Access Insider 
Experience, which gives your sales team access to CMR Institute’s 
extensive network of executive leaders on the forefront of 
healthcare innovation. 
For more information, please visit www.cmrinstitute.org/
marketaccess.

 NEW PATH TO PARTNERING WITH KEY CUSTOMERS


