Discussions on Key Business Trends in Health Care

Customizing for Control

How to build a narrow health care network to
fit your group’s needs

Once you decide to self-fund and need a narrow network,
what is the first step?

Why is this partnership with a managed care network so important?



What's an example of how a narrow network provides value to employers?

In one instance, two hospitals in the same county yielded a 50 percent discount.
However, using the managed care network’s modeling tools, each cost of care could
be further examined to look at the types of cases treated and average cost per
patient. The adjusted cost at the two hospitals was $16,755 per day or $9,891 per
day. Then, the employer can still provide members access to care at the most costly
facility, but benefit plan designs can be implemented to drive members, via reduced
out-of-pocket amounts, to the lower cost provider.

Are there certain businesses that should make building a narrow
network a priority?

There is no one industry or type of business that can benefit more from a custom
contract. However, there are certain scenarios that are more ideal.

A community with two hospitals can provide higher cost savings. Companies with
dense population centers in a tight geographic area, such as 100 or more employees
living in one community, also are able to create stronger networks. This is because
these employers have more ability to steer members to certain facilities, which a
hospital system wants to encourage.

What best practices can ensure an organization is getting the most value?
The key is to ensure you're continually improving, and that takes a collaboration of
the provider or employer, broker and managed care company who all work together
to ensure claims are objective and being met.

In addition to narrow network development, there are other best practices like
steering members to domestic centers of excellence, gain share models and
reference-based pricing, which are all variations on the same theme. They all try to
incorporate leverage, steerage, improved outcomes and transparency in an effort to
reduce costs. So, ultimately, a strategy is for employers to employ some, if not all, of
these to find the right fit.

Most importantly, you don’t have to do this alone. That's why the right managed care
network is so important.
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