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C e n t e r s  o f  E x c e l l e n c e

The health care landscape is more complex and costly 
than ever. Employers continue to see costs skyrocket 
while the ability to mitigate them without directly 

shifting risk to employees through plan changes or payroll 
contributions is dwindling.

According to the Centers for Disease Control and Pre-
vention website, health care in the United States is a $3 tril-
lion industry, representing nearly 18% of the gross domestic 
product. Hospital care represents more than 30% of national 
health care expenditures, and physician/clinical care repre-
sents almost 20%. Those are staggering numbers, and some 
would argue that we have little to show for them.1

While the Affordable Care Act (ACA) has made it more 
advantageous for smaller groups to move to self-funded 

plans, if employers don’t implement the right measures to 
maintain a healthy workforce and manage their plans, self-
funding may end up costing them more in the long run. 
When the C-suite is looking for quantifiable cost-contain-
ment measures, population health management seems like 
a murky world of increasingly costly programs with a rather 
fuzzy and uncertain promise of return on investment (ROI) 
in the future. 

But in all of the negativity surrounding increasing health 
care costs, there remains at least one promising strategy. 
COEs represent a unique opportunity for self-funded em-
ployers to do something that seems too good to be true . . . 
reduce health care costs while also improving health out-
comes for their employees and their families.

Centers of Excellence—
Redefining Value  
for Hospital Procedures
Employers with selffunded medical plans feel helpless these days in their struggle to control rising plan costs. 

Medical and pharmacy costs are continuing to increase dramatically year over year, while opportunities to truly 

manage them seem scarce. Centers of excellence (COEs) have represented a savings opportunity for large self

funded employers for a number of years, and the trend is moving downstream to smaller selffunded employers. 

Employers across the nation need to understand how a centers of excellence program could work for their 

population to change members’ care decisions, improve health outcomes and reduce unit costs to maximize the 

savings potential for common procedures.

by Jenny Matthews, CEBS |  Marsh & McLennan Agency Midwest  
and Ken Schorsch | The Christ Hospital Health Network
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The Basics of Health Care Costs
In order to understand how COEs work, let’s review the 

basics of health care consumption on a group plan:
• Insurance carrier networks contract with every health 

provider/facility independently for an allowed charge 
for each service the provider can perform. Theoreti-
cally, the contracted allowed charge is less than what 
an uninsured patient would be charged. In return, by 
participating in the carrier’s network, providers benefit 
from increased patient steerage to their offices or fa-
cilities.

• Insurance carriers then sell their plans, network and 
value to employers. One of the services employers pay 
for is network management and the resulting network 
discount for services received by employees through-
out the year.

• Employees pay less out of pocket if they go to an in-
network provider through their plan design compo-
nents (copays, coinsurance, etc.). Employers save on 
the claims costs for those negotiated services while 
employees escape any potential balance billing for the 
difference. In theory, the claims for services through a 
group plan should almost always be less than what 
someone would pay without insurance.

The Network Discount Game
The discount each insurance carrier negotiates with each 

provider for each service, especially for hospital services, is 
what employers have always thought was the most important 
consideration in the attempt to manage costs for their plan 
on the front end (before utilization occurs). But, in reality, it 
doesn’t address the larger issues of overall provider cost or 
where their members are going to receive their care. Provid-
ers and hospital systems in the same city are charging vastly 
different, and sometimes insupportable, charges for the same 
service these days, with no correlation to overall quality and 
health outcomes, so this is more important than ever.

As an example, if Hospital A has a contracted allowed rate 
of $100,000 for a hip replacement, and the insurance carrier 
has a contracted 50% discount on it, the employer is being 
billed $50,000 for the procedure (minus any employee cost 
share through the plan design). Depending on the employer’s 

specific stop-loss level, the cost may get capped at slightly less 
than that. 

But it’s highly likely that Hospital B across town has a 
contracted allowed rate with the same insurance carrier of 
$80,000 for the same procedure. Even if the network dis-
count is still 50%, the employer is going to be billed $40,000, 
working out to a savings of $10,000 for that one procedure. 
Multiply that by a number of procedures over the course of a 
year for that group, and it adds up quickly. 

A consumer would assume that there is some extra value 
being provided by the hospital that’s charging more but, in 
reality, there is no correlation between price and quality. 
Discounts become irrelevant if they are based on an inflated 
starting number, so the ability to steer members to high-
quality hospitals with competitive pricing is as important as 
overall network discounts, if not more important. To make 
the situation even more complex, hospitals and health in-
surers typically claim that their pricing and discounts are 
proprietary, so shopping for cost is far more difficult than it 
should be.

Visiting www.payercompass.com2 allows users to view 
hospital charges in a major U.S. city by how high their charg-
es are compared with Medicare reimbursement rates. It’s an 
eye-opening study of how different the starting point can be 
for two otherwise comparable hospitals, and most employees 
do not understand this concept. When hospitals are viewed 
as valuable members of the community, it’s difficult to realize 
that their cost or quality is not acceptable.

Price Transparency 
The lack of transparency in U.S. health care, especially 

for hospital services, is widely known, and the lobbying ef-
forts by hospitals to keep it that way are becoming more fre-
quent. The Ohio State Legislature unanimously passed a law 
in 2015 to require providers to give patients a “good faith” 
estimate of what their nonemergency services would cost be-
fore treatment begins, and yet it has been bogged down since 
then with opposition from the Ohio Hospital Association, 
the Ohio State Medical Association and many other medical 
groups that say the law is too broad and would have a nega-
tive impact on the care they provide.3

In addition, a recent study published on www.healthaf-
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fairs.org found that there are two differ-
ent trends in play in the current health 
care landscape, with conflicting theo-
ries driving them.4

The first trend is generally known 
as consumerism. The theory behind the 
trend is that raising deductibles and 
other out-of-pocket costs on the plan—
giving members more vested interest 
in the cost of their health services—
and increasing price transparency will 
encourage members to shop for value 
in their health care needs, even if it 
means changing providers to achieve 
that goal. High-deductible health plans 
and health savings accounts (HSAs) are 
built around the consumerism theory.

The second trend is the recent push 
for patient-centered medical homes 
(also known as accountable care orga-
nizations (ACOs)). These narrow the 
provider network that members utilize 
to a single health care system in their 
area, with the thought that coordinated 
care within that one narrowed hospital 
network will improve their overall care 
and health. This trend could discour-
age price shopping altogether and can 
actually prevent members from seeking 
services based on quality and cost if it 
would take them outside of that hospi-
tal system the plan is attached to. 

In the Cincinnati area, several of the 
largest health insurers are offering nar-
row ACO networks, with a savings of up 
to 10% compared with a typical broad 
access preferred provider organization 
(PPO). Some insurers even allow them 
to be offered as a dual option so that 
employees can choose whether they 
want the ACO or PPO plan for the year. 
The savings supposedly result from the 

hospital agreeing to lower contracted 
rates in exchange for the tighter steer-
age to their system, compared with the 
broader PPO contracted rates. 

The uptake has been very slow in 
Cincinnati, because employers general-
ly do not want to be viewed as dictating 
where their members go to receive care 
when the majority of their competitors 
are still offering broad PPO networks. 
They also wish to avoid the situation 
in which healthy employees choose the 
ACO network because they rarely need 
services and then get diagnosed with a 
condition that causes them to want to 
seek specialty care outside the ACO, 
only to be told it won’t be covered.

The Health Affairs study also found 
that while most Americans believe in 
the concept of price shopping for health 
care, few actually take advantage of the 
information and tools available to them 
from health insurers and employers. 
Researchers found that the main rea-
sons for this are a lack of understanding 
about where to find pricing informa-
tion and the undesirability of switching 
providers even when quality and pric-
ing data supports such a switch.5

In the end, the plan design out-of-
pocket maximum usually insulates the 
employee from the costs associated 
with providers they choose for their 
higher cost services, but the employer 
is left paying for those decisions over 
and over again for its members. 

So how is a member supposed to 
know which providers have better 
quality outcomes at more competitive 
rates? How can an employer incent 
employees to consider cost and quality 
in their health care decisions to begin 

with? And who can an employer really 
trust to watch out for their best interest 
in the current landscape?

The Value Proposition  
in Health Care

As consumers we are always in 
search of value. What are we getting in 
exchange for a known cost? We shop 
endlessly for cars, electronics, vaca-
tion rentals, etc. How much time do 
we spend reading reviews on Amazon 
or Consumer Reports before purchasing 
an item worth $50? How many times 
have we driven out of our way to buy 
gas for ten cents a gallon cheaper? How 
many coupons have we clipped and 
carried around to save a few dollars on 
our groceries? 

Yet the average consumer has no 
idea what a health care service is going 
to cost before it’s performed. Whether 
it’s a specialist visit or a hip replace-
ment, we generally trust our physician 
to tell us where to go to get our services, 
and it seems foreign to shop around. 
In the past, some of this struggle was 
due to a lack of transparency regarding 
those costs. But every major insurance 
carrier now has an online search en-
gine for giving us a reasonable estimate 
of how the cost may vary by provider 
within a certain radius of our homes, 
yet we rarely take advantage of it. 

We also don’t seem to understand 
that there could be a major difference 
in the health outcome from that pro-
cedure depending on which facility we 
use. Crucial outcomes like length of 
stay, infection rates, readmission rates 
and return-to-work timing are all con-
nected to how the service is performed 
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and who performs it. Yet we don’t seem to understand—or 
worse, we ignore—our ability to make that informed choice 
for ourselves and our loved ones. When would we ever think 
of trusting our import sports car to a mechanic that only 
works on domestic cars? And if we wouldn’t, why would we 
trust just any doctor or hospital with our very lives?

The definition of value is a fair return or equivalent in 
goods, services or money for something exchanged, accord-
ing to Merriam-Webster.6 The definition of quality is a degree 
of excellence or superiority in kind (as in merchandise). It 
should be possible to quantify, by an analysis of value and 
quality, the health care performed in hospitals, typically the 
most expensive type of treatment sought. 

However, hospitals have long protected information on 
their prices, which have little connection to the quality of 
service provided. When the average health care consumer 
has no true way to judge quality outcomes, nor know the 
cost of an important surgery up-front in time to make an 
informed decision, neither value nor quality enters the equa-
tion, and everyone but the hospital loses. This is character-
ized as a fee-for-service arrangement, regardless of outcome.

The definition of capitalism is an economic system char-
acterized by private or corporate ownership of capital goods, 
by investments that are determined by private decision, and 
by prices, production, and the distribution of goods that are 
determined mainly by competition in a free market.7 Since 
all of the contracting and price negotiation happens behind 
the scenes, and neither consumers nor employer know the 
true cost of the services they need, this does not represent 
true competition or a free market. 

If employers depend on network discounts to keep their 
plan costs reasonable, yet they’re based off rates that may be 
inflated and don’t support quality outcomes, who is looking 
out for their best interests? 

And if members don’t have access to outcome and cost in-
formation for each hospital so they understand who they’re 
trusting with their life, who is looking out for their best in-
terests? 

Our current fee-for-service health care model, without 
the consideration of quality outcomes, may be ineffective at 
best and completely broken at worst.

This situation becomes even murkier these days when so 

many physician offices are owned by hospital systems. There 
have been complaints that physicians consider that they will 
benefit by referring patients to services within the physicians’ 
hospital system, regardless of whether it will provide the best 
health outcome or value.

Steerage to high-quality, lower cost providers is vital to an 
employer’s plan, and COEs are allowing self-funded employ-
ers and their members to alter this situation without relying 
on the insurance company as the middleman.

The Cost of Unnecessary Care
In a recent article on the Kaiser Health News website re-

garding health care overtreatment, Martin Makary, M.D., 
a professor of surgery and health policy at the Johns Hop-
kins University School of Medicine in Baltimore, Maryland, 
stated millions of patients each year are being subjected to 
screenings, scans and other treatments that offer little ben-
efit. A recent study he published estimated that more than 
20% of health care is unnecessary.8

A survey of more than 600 primary care physicians in the 
U.S., published in a 2011 article on the JAMA Internal Medi-
cine website, showed:9

• 42% believed that patients in their own practice were 
receiving too much care.

• 6% believed that patients in their own practice were 
receiving too little care.

In addition, the most important reasons they felt they 
were overtreating were:

• Malpractice concerns (76%)
• Clinical performance measures (52%)
• Inadequate time with patients (40%).
More than 60% of responding specialty physicians agreed 

that decisions for recommending diagnostic testing were at 
least partially based on revenue generation, while 39% of pri-
mary care physicians said the same. 

In an article that explores the maze of unnecessary and 
costly medical treatments, Atul Gawande, M.D., a practicing 
surgeon in New York City, said he compared two towns in 
Texas with similar demographics and found that physicians 
in one of them were recommending far more tests, hospital 
stays and procedures than the other.10

After speaking with the physicians, he found what he 
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called a “profit-maximizing medical 
culture.” The specialists in question 
also had financial stakes in other health 
care ventures in the same town, includ-
ing home health care agencies, surgery 
centers, imaging centers and even the 
local for-profit hospital. Gawande 
blames the current system of rewarding 
health care providers for quantity and 
not quality as a key contributing factor. 
Local employers are footing that bill, 
and the insurance companies are allow-
ing it to happen in the current system.11

Understanding Unit Costs  
in Health Care

Health care costs at their most basic 
level are a function of unit costs multi-
plied by utilization. 

Self-funded medical plan costs con-
sist of fixed costs (administrative and 
stop-loss fees) and variable claims costs 
as claims are incurred. The fixed costs 
generally represent a very small por-
tion of the overall employer costs.

Variable claims costs are what cause 
the recurring pain for employers. Em-
ployers know that in order to reduce 
costs they need a healthier popula-
tion and, therefore, much emphasis is 
placed on how to encourage wellness 
in the workforce. The need to keep 
members from shifting from the low-
risk/low-cost segment into a high-risk/
high-cost segment is well-understood, 
and it remains a very important com-
ponent of controlling health care costs. 
In addition to those prevention efforts, 
shifting patients from the high-risk/
high-cost segment to the low-risk/low-
cost group is an essential part of con-
trolling costs.

Population health management is a 
necessary component of a risk-avoid-
ance/risk-reduction strategy, but as 
we know it’s difficult to engage 100% 
of the population. For example, some 
employees will pay hundreds of dollars 
per month to continue smoking or re-
sist the appeal to become healthier, but 
those  additional dollars generated by 
surcharges do little to affect the long-
term costs their behavior may have on 
the plan.

Despite the general health of an 
employer’s population, even healthy 
members sometimes need costly ser-
vices over time, including maternity 
services, joint replacements and cancer 
treatment.12

Since it’s impossible to avoid all pro-
cedures, employers need to do what 
they can to reduce unit costs before 
they occur and to maximize the qual-
ity of the procedures when they occur. 
That’s where COEs enter the picture.

Not All Hospitals  
Are Created Equal

Recent studies have shown that 
health care facilities that perform the 
most of a particular procedure tend to 
do it better and cheaper than facilities 
that don’t perform as many. Members 
should be using, and employers should 
be steering them to, facilities that pro-
vide higher quality/lower cost services, 
since they will not only reduce claim 
dollars but also improve outcomes.

In early 2017, U.S. News & World 
Report published the results of a four-
year data analysis (ending December 
2015) from hospitals around the coun-
try and found that more than 25% of 

deaths that occurred in connection 
with severe heart defect surgeries could 
have been prevented by having the 
procedure performed at high-volume 
hospitals for those procedures. High 
volume was defined as treating more 
than 250 patients needing congenital 
heart surgery in a year. Nine hospitals 
performed two or fewer of the riskiest 
procedures per year.13

In 2015, U.S. News & World Report 
reported that patients who had knee 
replacement surgeries in low-volume 
hospitals had mortality rates nearly 
70% higher than those treated at the 
high-volume centers. For hip replace-
ment surgeries the risk was almost 50% 
higher.14

With reputations and profits on 
the line, some hospitals feel obligated 
to perform complex surgeries. At the 
same time, physicians are reluctant 
to refer their patients to competitors 
rather than acknowledge their lack of 
ability and expertise and, in the end, 
the patient is the one at risk. This is an 
avoidable situation, but most mem-
bers don’t understand that the choice 
of where they have even a routine sur-
gery could be a life-or-death one. They 
need help in understanding where they 
should be going to have these complex 
procedures performed in order to affect 
the outcome.

Cincinnati, Ohio COE Study 

The Christ Hospital Background
The Christ Hospital is a Cincin-

nati, Ohio–based hospital historically 
known for high-quality outcomes. The 
hospital ranks in the top ten nationally 



second quarter 2018 benefits quarterly 45

centers of excellence

for volume of specific orthopedic procedures. It is in the U.S. 
News & World Report top-50 hospitals for 2000-2018 and in 
Truven Health Analytics top-50 cardiovascular hospitals in 
the U.S. for the last 14 years. It is also one of only three hos-
pitals in the nation to receive the 2013 Beacon of Excellence 
Award for patient satisfaction by Press Ganey.

Christ Hospital officials made a strategic decision a num-
ber of years ago to initiate a COE program to leverage its 
strengths of quality outcomes and patient satisfaction and to 
provide a service they saw a need for in the market. 

The Christ Hospital COE program contracts directly with 
self-funded employers around the country to provide certain 
care bundles at fixed, all-inclusive pricing, with care warran-
ties included. The hospital generally works with self-funded 
employers with more than 200 employees. Currently, more 
than 100 employers participate in the orthopedic COE pro-
gram, including General Electric, Nike, American Express 
and Oracle.15

In addition, Christ Hospital was selected by Optum 
Health (a division of UnitedHealthcare) as a preferred pro-
vider for hip and knee replacements as well as spine surger-
ies. Optum believes its orthopedic COE contracted providers 
can provide savings up to 25% to employers and up to 30% 
lower readmission rates compared with other providers in 
various regions.16,17

Bundled Pricing Model
There are two components to the contracts with the hos-

pitals that are part of the COE program:
 1. The hospital accepts a bundled payment for a treat-

ment recommendation, with all services that are part 
of that treatment included within it, rather than sepa-
rate fees for each part of the treatment recommenda-
tion, which is the way it’s typically done.

 2. The hospital provides a warranty for that bundled ser-
vice and cost. The warranty provides the employer 
with protection against potential complications as a 
result of the procedure.

Typically, hospitals are reimbursed for everything they 
do, whether the outcome is positive or not, generally referred 
to as fee for service. Health care performed in a hospital set-
ting, such as a hip replacement, is typically billed through a 

diagnostic-related group (DRG) code, which only captures 
the facility charge and surgeon charge. All other services re-
lated to anesthesia, imaging and inpatient therapy are billed 
separately, and there is little opportunity for the employer to 
audit or negotiate for those services.

Bundled payments under the COE model incentivize the 
hospital to accomplish the objectives of the treatment rec-
ommendation, ensuring the delivery of appropriate care for 
the patient. 

The care warranty ensures that the treatment the COE 
hospital is recommending is appropriate, attainable and pro-
vided cost-effectively. Since the hospital is on the hook for 
any claims resulting from complications, infections or re-
admissions, the quality outcome is inherently built into the 
contract from the start. This changes the situation to a fee-
for-value arrangement versus fee-for-service.

Care bundles can be customized to include a variety of 
services based on employer needs, but some examples of ser-
vices included in a specific care bundle are:

• Imaging (x-ray, computed tomography (CT), magnetic 
resonance imaging (MRI), etc.)

• Pre- and postprocedure office visits 
• Anesthesia
• Pathology
• Surgical assistants
• Durable medical equipment
• Inpatient therapy
• Drugs administered in the hospital
• A care warranty of some length on the procedure and 

outcome.
These care bundles provide fixed costs to employers for 

some of the most prevalent procedures that also are high cost 
drivers within an employer’s health plan. These can include 
services for knee and hip replacements, spine procedures, 
maternity and women’s health, and heart and vascular care. 
These areas of procedures are common across all large em-
ployers and provide the greatest potential for savings through 
direct contracts with quality providers. Because the patients 
typically know they need the procedure ahead of time, there 
is an opportunity to steer them to a COE facility.

The Christ Hospital care model includes state-of-the-art 
technology, advanced postoperative pain control to reduce 
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the need for narcotics, reduced length 
of stays and achievement of the very 
best outcomes. Hospital leaders believe 
it represents the next generation of 
health care reimbursement of tailored 
patient care.

A patient concierge service and 
patient care navigator are provided to 
each member for the entire duration of 
their care, from the first outreach to the 
last therapy visit and followup appoint-
ment. This provides each patient with 
a continuous contact throughout their 
services to help assist with appoint-
ments, testing, education and followup, 
not only to the patient but to the family 
as well.

Overcoming Obstacles
Christ Hospital had to overcome 

a number of obstacles internally and 
externally to develop the program, the 
largest of which was overall process 
flow. Establishing and refining an in-
ternal process to ensure multiple parts 
of the hospital network understood 
the hand-offs and billing require-
ments was time-consuming. The hos-
pital also had to work with insurance 
carriers to accept the bundled code in 
their systems instead of the individual 
codes used by other hospitals for simi-
lar services.

Christ Hospital had to be willing 
to become a disruptor in the industry. 
By approaching regional employers di-
rectly (and thereby circumventing the 
normal channel of allowing insurance 
carriers to organize a network and let-
ting members choose their provider for 
each service as needs arise), the hospi-

tal stepped outside of its comfort zone 
and asked employers to do the same. 

Employers measure their business 
relationships on things like turnaround 
time, capacity, error rates, timely deliv-
ery, relationship, quality of the produc-
er or service and price. A COE program 
brings those business principles to the 
forefront of the health care world, and 
most employers recognize that fact 
once they understand the best-in-class 
methodology behind it. 

The hospital also had to introduce 
the concept that close and convenient 
care doesn’t necessarily equate to best 
care, and it had to be willing to assist 
employers with educating members as 
well. The message to employees centers 
around the concept that where they go 
for care matters. The cost of the proce-
dure is important, obviously, but it’s not 
the whole picture. Readmissions and 
complications often drastically increase 
the cost of the original procedure.

Achieving Quality
The care bundles represent a fee-for-

value approach—health care paid based 
on value and outcomes. Christ Hospi-
tal believes the approach reduces un-
necessary care and overall costs while 
also delivering better patient outcomes. 
This value-based care model covers the 
entire continuum of care, from previsit 
consultations to postprocedure fol-
lowup. The warranties typically cover 
a postprocedure time period, which 
means the hospital absorbs the risk for 
the care it provides and manages the 
entire course of treatment to ensure the 
highest quality outcome to each patient 
based on the patient’s individual needs. 

A select panel of surgeons partici-
pates in the COE program. Surgeons 
are invited to participate based on a 
number of measures, most notably 
quality and outcomes. Maintaining 
high standards is the key to the ability 
to offer discounted care bundles, qual-
ity outcomes, warranties and excep-
tional patient experiences. 

Christ Hospital earned an A grade 
for patient safety in the fall 2017 Leap-
frog Hospital Safety Grade, a rating 
that reviews how well hospitals protect 
patients from avoidable errors, injuries 
and infections while in the hospital’s 
care. Out of 2,632 hospitals that were 
graded, only 832 earned an A, while 
159 earned a D and 15 earned an F.18

Leapfrog chief executive officer 
Leah Binder believes that publishing 
the hospital safety grades and striv-
ing for transparency is key to helping 
members make better decisions regard-
ing their health care. Local organiza-
tions that advocate for hospital safety 
have also helped bring the information 
to the forefront in states and regions 
where hospital grades have been con-
sistently poor.19

Employer Incentives Are Key
In order for the COE program to be 

successful, it’s vital that employers pro-
vide some sort of financial incentive to 
their  plan members for utilizing Christ 
Hospital for the covered services. This 
can come in the form of waiving the 
out-of-pocket costs through the plan—
such as copays, deductibles and coin-
surance. Some employers even choose 
to offer a payroll incentive or an HSA 
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contribution incentive for utilizing Christ Hospital for any of 
the bundled/contracted services.

Employers also may choose to offer to cover some or all 
travel costs if members are traveling from outside the Cin-
cinnati area for their care. They generally will also cover the 
cost of a hotel for their traveling companion, if applicable for 
the service in question.

If the employer is going to save thousands of dollars on 
an orthopedic surgery, as an example, paying hotel, gas or 
even airfare for a member and his or her companion is still 
a good savings opportunity. The higher quality outcome will 
likely result in a quicker return to work and less chance of in-
fection or readmission, which are additional savings for the 
employer as well.

Measurable Success for All
Quality, outcomes and patient satisfaction should be the 

essential components of a COE program. 
The benefits to employers that contract with Christ Hos-

pital include reduced costs through direct billed savings, 
avoided costs because of fewer infections and readmissions, 
a single bundled bill that wraps all services into one con-
tracted price, value reporting across the group and improved 
return-to-work statistics. 

Plan members see benefits through the patient navigator 
and concierge experience, priority scheduling, an exclusive 
physician panel chosen because of the highest quality out-
comes for that particular procedure, outcomes that allow for 
the quickest return to their life and pursuits, and reduced or 
waived costs depending on the incentives offered by their 
employer.

Considerations for Employers
In order to participate in a COE program, employers 

should:
• Have a self-funded medical plan 
• Use a medical third-party administrator or insurance 

carrier that can accept bundled codes from the COE 
(Not all currently have this ability.)

• Confirm that their group stop-loss contract will cover 
the services to be performed

• Conduct an analysis of certain DRG codes from their 

medical plan utilization to estimate savings potential 
(The COE hospital partner should be able to provide 
this, and a benefits consultant/broker should be able to 
help request the reporting from the current insurer.)

• Offer proper incentives to steer members to the COE 
facility 

• Conduct initial and ongoing communication to em-
ployees (An established COE hospital partner should 
be able to assist with this.)

• Conduct an annual analysis to make sure the COE re-
lationships are performing as expected and whether 
any other care bundles make sense for the group.

Once the COE partnership is in place, the amount of time 
and energy required to maintain it should be minimal if 
you’ve chosen a quality COE hospital partner.

Summary
Employers are looking for ways to manage health care 

costs without sacrificing quality. Consultants are charged 
with presenting solutions and innovative ideas to clients and 
prospects to remedy escalating costs of providing benefits to 
employees. Health care consumers are overwhelmed when 
trying to navigate the health care system to find the best care 
with the best outcomes at an affordable cost structure. Infor-
mation to promote all of the above has been hard to find in 
the past, and many hospitals have been less-than-transparent 
partners that are more concerned with looking out for their 
own best interests.

COEs can directly impact a self-funded health plan’s costs, 
and employers need to understand how they can drive mem-
ber decisions to take advantage of COE availability whenever 
possible. COEs can give employers an accountable partner in 
the health care space.

Employers can participate in strategy sessions with their 
COE partner(s), as they would with their other suppliers. The 
quality of care, outcomes, clinical measures and patient satis-
faction are reviewed similar to measures from other business 
partnerships, and ongoing reporting is available to ensure 
that the employer’s and members’ needs are being met.

A self-funded employer that implements a COE program 
with a hospital on behalf of its members is embracing the 
concept that their plan members need assistance in navigat-
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ing the complex world of health care quality and cost, and 
that the resulting quality outcomes and cost savings are vital 
to the continued financial well-being of the employer’s health 
plan. A recent survey by the National Business Group on 
Health found that COEs are viewed by more than one-third 
of large employers as one of the most effective methods to 
control benefits costs.20

It can provide the employer with a rare opportunity to di-
rectly impact all future costs and outcomes for the contracted 
care bundles they choose to implement. There are not many 
opportunities these days to positively affect cost outcomes in 
this regard.   
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