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A targeted obesity care model combined
with a risk-sharing financial component
may align provider and employer
incentives for treatment of obesity.

Introduction

Obesity has become a significant public health concern in the
United States (U.S.), with its prevalence increasing dramatically
over the past few decades. According to the Centers for Disease
Control and Prevention (CDC), the rate of obesity among adults
in the U.S. is 41.9% as of 2020, an increase from 30.5% in
2000. The pathology of obesity is complex, involving a
combination of genetic, behavioral, metabolic, and environmental
factors.? Individuals with obesity have a higher rate of certain
comorbidities, including type 2 diabetes (T2D), cardiovascular
diseases, metabolic syndrome, chronic kidney disease,
depression, and others.3 The impact of obesity in the workplace
has resulted in less overall productivity and increased
absenteeism, relative to employees who do not have obesity.*°
Moreover, individuals with obesity have a greater risk of all-cause
mortality and cardiovascular-related mortality.®

Studies have shown weight loss for individuals with obesity leads
to decreased health risks and therapeutic benefits for
comorbidities.”®° However, in the current landscape of obesity
treatment and management, several challenges exist. Stigma
and negative stereotypes regarding obesity can influence the
judgment and behavior of providers toward affected patients,
potentially affecting the quality of care provided.*® This stigma
can lead to patients with obesity experiencing stress, avoiding
care, mistrusting doctors, and having poor adherence to
treatments.° Additionally, treatment approaches for obesity often
lack coordination among providers, with patients having
inadequate short- and long-term support. From a group health
insurance point of view, employers have inconsistent coverage of
obesity-related treatments, such as bariatric procedures and
glucagon-like peptide-1 (GLP-1) agonist medications. According
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to recent studies of large employers, it is estimated that 45% of
employers currently provide coverage for bariatric surgery,** and
an anticipated 43%?*? to 49%% of employers will provide coverage
in 2024 for GLP-1 medications indicated for chronic weight
management. Comparatively, 92% of large employers currently
cover GLP-1s for T2D.*3 More than half of the employers
surveyed were “very concerned” about the long-term cost
implications of GLP-1s.13

Currently, there exist a variety of programs and businesses
targeted at the treatment of obesity. Employer wellness programs
are aimed at promoting healthy behaviors and frequently include
weight management components, but studies reveal mixed
reviews on the ability of wellness programs to significantly impact
health and economic outcomes for patients and employers.4
Alternately, obesity telehealth programs have emerged as a way
of offering targeted and individualized obesity care for
employees. These programs typically include a virtual care
model, diet and activity planning, metric tracking, and health
coaching. The most popular obesity telehealth platforms have
monthly per-subscriber fees, but the cost of medical services
(e.g., labs) and prescription drugs are often not included in the
fees.15,16,17

Given the current challenges related to the treatment of obesity
and management of related costs, this white paper explores
financial and operational considerations for creating a best-in-
class treatment center for obesity, in the form of a center of
excellence (CoE). The CoE would incorporate financially at-risk
components associated with obesity treatment and outcomes,
with a goal of consistent and appropriate care, sustainable
patient outcomes, and long-term reductions in overall healthcare
costs. By exploring the dynamics of an obesity CoE, this white
paper aims to provide a conceptual solution for employers that
aligns incentives among stakeholders in the treatment and
management of obesity.

Note that the framework discussed herein is oriented toward an
obesity CoE model for self-insured employers and their

February 2024



MILLIMAN WHITE PAPER

employees; however, the model may be applicable to other types
of payers and insurers as well.

Benefits of weight loss and obesity
management

The American Association of Clinical Endocrinology (AACE) and
the American College of Endocrinology (ACE) published obesity
clinical practice guidelines in 2016. According to the guidelines,
for most obesity-related conditions a loss of 5% to 10% of body
weight can result in therapeutic benefits. Figure 1 summarizes
the weight loss required for therapeutic benefits of 13
comorbidities related to obesity, as noted in the AACE/ACE
guidelines.'® Note that improvements due to weight loss for
congestive heart failure and cardiovascular disease were
ongoing or in the planning phase at the time of the AACE/ACE
guidelines, and thus these diseases are not included in Figure 1.

FIGURE 1:  WEIGHT LOSS (%) REQUIRED FOR THERAPEUTIC BENEFIT OF
COMORBIDITIES (SUMMARIZED FROM AACE/ACE GUIDELINES?®)
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Note: Additional therapeutic benefits may be seen at weight loss levels higher than what is
displayed in this figure; the percentages in Figure 1 are supported by studies included in the
AACE/ACE guidelines.

Therapeutic benefits of weight loss are numerous, including
decreased blood pressure, decreased hemoglobin Alc levels, and
improvements in inflammation, joint stress mechanics, and
ovulation.® In one study, individuals with a body mass index (BMI)
of 40 kg/m? who lost weight (median of 13% weight loss) had risk
reductions for T2D of 41%, sleep apnea of 40%, hypertension of
22%, dyslipidemia of 19%, and asthma of 18%.8

Employers and targeted obesity care: 2
Exploring the concept of an obesity center of excellence

The AACE/ACE guidelines recommend lifestyle modifications as a
first line of treatment for obesity, which includes diet, physical
activity, and behavioral modifications. Under certain
circumstances, the guidelines also recommend medication-
assisted weight loss in conjunction with lifestyle therapy, or
bariatric procedures to help meet goals for clinical outcomes.
Figure 2 summarizes recommended treatment guidelines across
increasing BMI classes.

FIGURE 22 RECOMMENDEDED TREATMENTS BY BMI (SUMMARIZED
FROM TREATMENT GUIDELINES?8:19)
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CONSIDERATIONS FOR EMPLOYERS

From an employer’s healthcare cost perspective, the financial
implications of obesity can be significant. Adults ages 20 to 65 with
obesity are estimated to incur annual medical expenses that are
twice as high as those of adults with a normal weight. Additionally,
average expenditures increase as BMI increases. Compared to a
normal-weight cohort, annual medical expenditures are 1.7 times
higher for class 1 obesity (BMI 30.0-34.9), 2.2 times higher for
class 2 obesity (BMI 35.0-39.9), and 3.3 times higher for class 3
obesity (BMI = 40.0).2° Over 30 units of BMI, each one-unit BMI
increase is associated with an additional cost of $253 per person
per year (in 2019 dollars).?*

Weight loss can lead to potential healthcare savings for employers.
According to a publication that estimated weight-loss-associated
decreases in medical care expenditures in a commercially insured
population, individuals with obesity and chronic conditions can
have estimated reductions in total medical expenditures ranging
from $238 to $752 in annual savings for each one-point decrease
in BMI unit.?? Note that these savings estimates do not include the
incremental cost of the care plan and/or treatment to achieve the
BMI decreases.

In the workplace, weight loss can result in reduced job
absenteeism, as individuals with obesity are estimated to miss
three more days of work annually due to injury or illness compared
to individuals with normal weight (5.3 days missed versus 2.3 days
missed, respectively).® Presenteeism may also be improved with
weight loss, given employees with a BMI = 35 experience greater
health-related work limitations—such as needing additional time to
complete tasks and lower ability to perform physical job
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demands—than the average worker.?® More generally, employers
who provide comprehensive healthcare coverage and offer
wellness programs to their employees have been shown to
increase employee job satisfaction levels and productivity, and
decrease their likelihood of seeking other employment
opportunities.?425

Exploration of an obesity CoE model

A CoE is a dedicated facility or team within a healthcare
organization that provides exceptional care and leadership in a
specific area of medicine. It is characterized by a high
concentration of specialized skills and resources, coupled with a
commitment to research, education, and quality. A CoE typically
aims to provide high-quality patient outcomes, advance medical
knowledge, and reduce healthcare costs in its area of focus.

The concept of a CoE model is familiar to U.S. payers. CoEs
have been implemented to improve value in multiple conditions
and medical episodes from cancer to knee replacement.?6?” The
CoEs where providers are willing to take on risk for outcomes are
typically targeted at conditions that are acute in nature or have a
defined treatment period (e.g., oncology, kidney,
musculoskeletal).1”2628 The CoEs that treat chronic conditions
(e.g., diabetes or chronic obstructive pulmonary disease)?%3° are
often structured around a fee-for-service (FFS) payment model.
Additionally, CoEs typically treat conditions prevalent in older
populations, where Medicare may be able to benefit from longer-
term clinical improvements due to the lower rate of member
turnover or churn compared to commercial insurance. Lastly,
CoEs typically have a physical facility where they see patients
and may add telehealth services as additional support. For
obesity treatment and management, a CoE provides best-in-
class care through a specific provider network. An obesity CoE
has a few key differences from typical CoE models in place
today:

e Obesity is a chronic, long-term condition that requires
ongoing support, even after weight-loss goals are
achieved.

¢ Alonger time horizon may be needed to realize cost
savings associated with weight loss and other
therapeutic benefits.

e Obesity and weight-related outcomes are generally easy
to self-measure. Thus, an obesity CoE could provide
treatment and support primarily through a telehealth
platform, with referrals to in-person specialists, as
needed.

¢ Individuals with obesity often have other conditions that
are already being managed by a primary care provider
or specialist. Thus, continuity of care and coordination
among providers both within and outside of the CoE are
essential.
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e Obesity affects individuals of all ages, with the highest
prevalence in older age groups.! However, Medicare is
currently prohibited from covering weight-loss
medications®! and only covers bariatric surgery in
certain circumstances related to severe obesity.3? Thus,
an obesity CoE would likely target care for employee
populations and commercially insured individuals.

FEATURES OF AN OBESITY COE

Comprehensive obesity care. Conceptually, an obesity CoE
provides comprehensive care with a holistic approach that
incorporates obesity treatment protocols (such as those
described within the AACE/ACE guidelines) to provide the most
effective care for patients. The goals are to develop a
personalized treatment plan that is tailored to a patient’s risk,
provide support for short-term and long-term weight management
success, and align incentives for all stakeholders. This approach
would result in a patient receiving the most appropriate and
beneficial treatment for their specific situation, while, ideally, the
employer benefits from shared financial accountability. Elements
of this holistic approach are already being implemented in some
healthcare settings. These existing organizations are paving the
way for a more integrated and comprehensive approach to
obesity treatment, demonstrating the feasibility and effectiveness
of such a model.

Lifestyle support. One of the key components of obesity
comprehensive care is lifestyle support. This includes dietary and
exercise guidance, as well as psychological support to help
patients make and maintain healthy lifestyle changes. It could
even provide financial counseling to help patients plan for or
manage the costs associated with purchasing healthier food
options or enrolling in wellness classes. The CoE could also
interact with existing wellness benefits such as lifestyle
management and fitness programs that employers are offering.
This allows for a more holistic approach to obesity treatment,
addressing not just the physical aspects of the condition, but also
the behavioral factors that contribute to it.

Pharmaceutical and procedural interventions. In addition to
lifestyle support, the CoE may also prescribe anti-obesity
medications (AOMs) or recommend bariatric procedures,
depending on the patient’s individual needs and circumstances.
Independent studies suggest pairing AOMs with an obesity-
centric care program can lead to more patient engagement,
greater weight loss, and better adherence to the medication than
average.3334

From an employer’s perspective, AOM prescription coverage and
bariatric procedures could be limited to the CoE provider network
through medical network and pharmacy coverage policies.
Therefore, only patients who are participating in the program and
have been evaluated as appropriate would be able to receive
pharmaceutical treatments for obesity. This strategy safeguards
against misuse or off-label use of AOM interventions by
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restricting treatment to patients who meet the clinical obesity
indication requirements. Simultaneously, it combines AOM usage
with continuous care from the CoE to promote lifestyle changes
that contribute to greater adherence and longer-term success.

Breadth of care. A CoE for obesity requires expertise in all
areas of obesity—professionals ranging from bariatricians to
dieticians to sleep experts who are well-versed in the
complexities of obesity and are equipped to provide
comprehensive care to patients. Access to these professionals
would be made easier through the CoE, given its foundation in
telehealth. Patients could access expert care and ongoing
support without needing to travel to a healthcare facility. This
would make treatment more convenient and accessible, even for
employees living in rural areas and other areas with limited
access to healthcare professionals. However, recognizing that
the journey to a healthier lifestyle is a long-term commitment that
requires continuous encouragement and guidance, there can and
should still be coordinated, in-person engagement opportunities,
likely through community or patient support groups.

Integration with primary care and other specialists. Given the
overlap between obesity and other conditions, coordination
among providers both within and outside of the CoE is important.
A CoE model should provide continuity of care with the patient’s
current primary and specialty providers. A coordinated care
model may facilitate collaboration among healthcare providers,
resulting in more efficient healthcare spend—such as not
duplicating labs across multiple providers—and personalized
treatment plans that consider a patient’'s underlying conditions
(e.g., mental health). Furthermore, it enables the patient’s
primary care provider to be engaged in the patient’s care plan,
which provides additional accountability and support to the
patient outside the CoE.

POTENTIAL DRAWBACKS OF AN OBESITY COE

There are potential drawbacks to consider when evaluating an
obesity CoE as well. The capacity to support all acuities of
obesity, including the ability to engage with patients long-term,
may be a challenge. It is particularly important to ensure that
certain populations, especially those without access to telehealth
or technology, are not disadvantaged. To address this, an
additional fee could be included to offset this disparity, such as
an employer paying for necessary equipment like scales or other
remote monitoring devices or providing access to computers or
tablets for virtual visits. Finally, depending on the financial model
and incentives associated with treatment at the CoE, it may be
prudent for employers to structure their benefit designs to drive
utilization to the CoE through reduced member cost sharing or
other incentives. However, this could result in limiting patient
choice and access to providers outside the CoE.
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Operationalization of an obesity CoE

ESTABLISHING AN OBESITY COE

The formation of an obesity CoE requires defining the scope of
services and care plans that will be offered, identifying clinical
characteristics of patients eligible to be treated within the CoE,
setting up the provider network and ensuring proper
credentialing, and development of a platform tailored to the CoE.

Scope of services. One of the first steps to setting up an obesity
CoE is determining the scope of services provided under the
network. Ideally, the CoE network would provide comprehensive
obesity care, including medical services (e.g., healthcare provider
visits, bariatric procedures), prescription drugs (e.g., AOMs),
coordination of care (e.g., connecting patients to specialists for
comorbidities), and non-billable service (e.g., support groups).
Measures for sustainable weight loss should be agreed upon and
incorporated into the care plans so they can be adequately
monitored and tracked over the performance period. This
includes defining care pathways that outline the patient’s journey
from initial diagnosis and treatment to long-term maintenance. It
also involves prescribing AOMs or bariatric procedures as part of
a comprehensive treatment plan, when appropriate. These
elements together ensure that the CoE provides a well-rounded,
effective approach to obesity care.

Patient eligibility. The next step is establishing the clinical
characteristics—such as BMI, body fat percentage, and presence
of comorbidities—that would be necessary for an individual to
qualify for care through the CoE. Treatment guidelines, such as
the ACE/AACE guidelines,*® may be considered when defining
the criteria for the CoE-eligible population. The CoE should
assess stratification of members based on the severity of obesity
and the presence of any comorbidities, as well as consider how
to manage long-term member alignment for ongoing weight
maintenance support.

CoE credentialing and provider network. Once the scope of
services and patient eligibility criteria has been determined, the
CoE can initiate creating the provider network and ensuring
proper credentialing. Providers must have or obtain state
licensure to ensure they meet the necessary qualifications and
standards to treat patients in each state, particularly given the
nationwide telehealth-based platform of the CoE. The CoE may
include providers that are employed by the CoE as well as third-
party providers that are contracted to provide specific services
under the CoE network, such as bariatric surgeons.

Platform development. Lastly, the CoE can develop or acquire
a patient engagement telehealth platform that enables seamless
patient interaction, data collection, and care coordination across
the various professionals and services offered within the CoE.
This could be built in-house by the CoE development team,
outsourced to an external development team, or purchased from
a large telehealth provider and customized to the CoE’s needs.
The platform should automate the specific care model for the
CoE, with the care pathways integrated into the website and app.
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COE AND EMPLOYER CONTRACTING

CoEs may offer various options for financial structures, member
attribution methods, tracking and monitoring, and ongoing
reassessments. The CoE and employers may negotiate and
contract on terms for each population of interest (e.g., newly
treated versus maintenance individuals). The employer could
contract directly with the CoE, or the contracting could be through
an insurance company, pharmacy benefit manager (PBM), or the
employer’s third-party administrator (TPA). The contract would
reflect the agreed-upon financial model, as well as the terms for
any risk-sharing or quality metrics. At a minimum, the employer
would include the CoE as an in-network provider to enable
patient access to the specialized provider network.

Figure 3 summarizes the timeline, key activities, and
stakeholders associated with the development and
operationalization of a CoE.

Financial structures and contracting. Financial structures and
pricing for the CoE’s services can take different forms based on
the CoE’s capacity for risk sharing and the employer’s
preferences for partnering with the CoE. The goal is to achieve a
balanced and fair payment system that considers the quality,
quantity, and cost of the care provided, including care and
management that is not reimbursable through typical provider
contracts. It is practical for the CoE to offer different financial
models that align their incentives with the employers’ needs to
ensure both parties benefit from the partnership. Depending on
the features of the chosen financial model, the CoE and
employer may need to align on a division of financial

FIGURE 3:
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responsibility (DoFR) and/or outcomes and quality metrics to
ensure transparency and accountability among the contracting
parties. Pricing, such as fee-for-service rates, capitated
payments, bundled payments, and other fees, should also be
included in the contract terms.

Setting up data-sharing pipelines and business associate
agreements (BAAs) with employers, TPAs, providers, and PBMs
is a key step to facilitate the efficient and secure exchange of
information, promoting collaboration and coordination among all
parties involved in the patients’ care. Additionally, cooperation
with PBMs or pharmaceutical manufacturers is crucial to ensure
the appropriate management of, and access to, AOMs.

Member attribution. Attributing qualified members to the obesity
CoE should be a systematic process based on objective criteria
and analytics. Attribution can be performed either prospectively
or retrospectively. Under a prospective approach, potential
members undergo a screening process to assess their health
status and determine their suitability for the program. The
screening process could be triggered upon an overweight or
obesity diagnosis being identified in claims data, or if an
individual has diagnosed comorbidities that are typically
associated with obesity, even if obesity has not directly been
identified in claims data. Individuals may also choose to self-elect
or may be referred by their healthcare provider to participate in
the screening process. Following the screening, the eligibility of
the members is determined based on specific criteria set by the
CoE or employer. Once deemed eligible, members can elect to
be enrolled in the CoE treatment program.

TIMELINE AND STAKEHOLDERS ASSOCIATED WITH OPERATIONALIZATION OF A COE
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Under a retrospective approach, there may not be an up-front
screening process for individuals who are deemed eligible to
receive treatment through the CoE. Rather, any employee can
choose to seek care through the obesity CoE. At the end of the
performance period, the CoE-treated employee population would
be assessed to identify the individuals who met certain criteria or
received certain types of service. Only those individuals would be
included in the attributed population for the financial modeling
and outcomes or quality payment calculations.

Tracking and monitoring. Tracking progress and monitoring
outcomes is a crucial aspect if quality/outcome payments or
financial risk-sharing is involved. This involves the use of
measurable operational and quality metrics to assess the
effectiveness of the care provided, such as prevalence and
incidence of obesity-related complications, percentage weight
change, and overall health costs and outcomes.

There is also the potential for the CoE to collect patient-reported
measures, such as patient experience, self-esteem,
absenteeism, mobility, and impact on quality of life, to provide
insight into indirect outcomes associated with obesity treatment.
These metrics provide tangible data on the performance of the
CoE, allowing for continuous improvement, refinement of the

provide valuable insights into the patients’ progress, helping to
guide future treatment decisions.

A recent study on measurable metrics in obesity assessed
multiple obesity-related measures within 10 healthcare
organizations and found that there were certain operational and
quality performance measures that were useful for obesity
tracking and outcomes. These measures included prevalence of
overweight/obesity in the organization and within the targeted
clinics, diagnosis and assessment of obesity-related
complications, documentation of obesity diagnosis, percentage
weight change in a 15-month period, and prescriptions for
AOMs.35

The CDC has also published guidance on employer evaluation
measures for planning of obesity prevention and control
programs, which includes measurement categories such as
worker productivity, healthcare costs, health outcomes, and
organization changes (e.g., workplace programming).¢ It should
be noted that tracking and measuring clinical outcomes over time
should be normalized for the continual flux of new versus
maintenance patients to limit the potential skew in overall
outcomes that may result from new patients being added.

care model, and execution of outcomes contracting. They also

FIGURE 4:
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Offers predictability, for a
premium: This model works
for obesity CoE, but only if
the PMPM rate is high
enough to mitigate treatment
disincentives and employers
are willing to pay the higher
premiums
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network, and access to all
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Ongoing reassessments. Lastly, in a typical CoE, patients
“graduate” from the CoE when they have successfully completed
their treatment plan and no longer require the intensive support
of the CoE. For obesity care, studies have shown that individuals
with continued clinical support are more successful at
maintaining their initial weight loss.3” For this reason, an obesity
CoE may elect to use an acuity-based care model that enables
ongoing engagement with individuals who have met their weight
loss goals and encourages continued adherence to lifestyle
changes and medications (if applicable). Therefore, payments
and quality measures that are tailored to short-term and long-
term treatment of obesity are important for sustainability of the
program. For example, the employer should not be overpaying
for maintenance services, nor should the CoE be subject to
quality measures that are not applicable for a treated population
in the maintenance phase of treatment. The financial and quality
measures must ensure that patients who require long-term care
continue to receive the support they need, while also preserving
the financial sustainability of the CoE.

Financial models for an obesity CoE

CoEs perform many services that replace those performed by
other healthcare providers, while also performing additional
services that may not be submitted or captured within the
healthcare claims process. Payment contracts can be set up on a
financial risk spectrum from FFS (i.e., no financial risk is shifted
from the employer to the CoE) to full capitation (i.e., financial risk
for total cost of care of enrolled patients is shifted to the CoE).
Figure 4 describes each financial model, as well as the benefits
and drawbacks for employers and providers focused on
managing obesity. Of these five financial models, “FFS + Quality”
and “Specialty Capitation” will be explored further in the next
section, given the shared financial risk between employers and
CoEs, feasibility, and likely interest of employers in such models
for treatment and management of obesity.

DEEPER DIVE: “FFS + QUALITY” MODEL
Figure 5 presents the role of the employer, the CoE, and other
providers as it relates to the “FFS + Quality” model.

The key benefits of a “FFS + Quality” financial model are that it
offers a network of physicians who are accountable for outcomes
associated with obesity care and weight loss management and
may also provide reduced FFS rates for obesity care services
and drugs. The key drawback of this model is that employer
costs increase as the volume of services, prescriptions, or
adherence to AOMs increase.

The CoE and employers executing a “FFS + Quality” model must
align on the fee schedule and quality payments. For instance, the
obesity CoE may offer lower fees for obesity services compared
to other providers, with additional quality/outcome payments
made contingent on successfully meeting agreed-upon
measures. Thus, providers are incentivized to meet
quality/outcome goals to receive the contingent payment(s).
Quality measures and outcome goals should vary depending on
the population being measured, such as a newly treated
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population versus a maintenance population. Under the “FFS +
Quality” model, the employer or its TPA will also be responsible
for the monitoring and auditing of healthcare utilization. This
offers another layer of oversight for the employer to confirm the
CoE is not overutilizing treatment.

FIGURE 5:  “FFS + QUALITY” STAKEHOLDER ROLES
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Network of providers engaged through the third party
for services not available/rendered under CoE.
Other providers file FFS claims.

DEEPER DIVE: “SPECIALTY CAPITATION” MODEL
Figure 6 presents the roles of the employer, the CoE, and other
providers as they relate to the “Specialty Capitated” model.

Key benefits of a “Specialty Capitation” financial model are that it
provides per-individual cost stability to the employer for the year
related to obesity treatment and incentivizes providers to provide
efficient care at lower costs to retain revenue from the per
member per month (PMPM) capitation rate.

A drawback of this model is that the CoE providers are financially
at-risk for all obesity-related care. The provider is responsible for
balancing the management of healthcare costs with providing
appropriate care and maintaining quality outcomes. Additionally,
because direct healthcare savings from weight loss are usually
linked to improvements in obesity-related comorbidities, a
provider in an obesity CoE may have limited opportunities for
cost savings because the healthcare cost offsets would occur
outside the CoE’s remit. A capitated payment model stabilizes an
employer’s cost exposure for an individual member, but it does
not necessarily incentivize providers to drive toward particular
outcomes or quality care. Therefore, it may be necessary to
incorporate quality metrics into the "Specialty Capitation" model
to offset the potential disincentives for providing more expensive
care (when appropriate).

Furthermore, the capitation amount may be difficult to set without
accounting for the mix of obesity severity levels within the
employer population. Depending on the size of the employer,
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experience may not be sufficient to set a credible capitation rate
without using a market benchmark. Patients with more severe
obesity may have a care plan that includes higher-cost AOMs
and/or bariatric procedures, while patients with less severe
obesity may have a care plan focused on lifestyle and nutrition
management. For these reasons, the capitation rate will need to
be set high enough so there is not a disincentive for providing
care. However, this may make it less attractive to employers if
the rate is higher compared to what is spent on obesity care
today. The CoE may need to work with actuaries and other
pricing experts to help determine appropriate capitation rates for
each employer contract.

The attribution of patients and determination of appropriate
capitation rates are critical in the “Specialty Capitation” model.
There may be different capitation rate cells given a patient’s
characteristics, which would be assessed during the screening
process. Furthermore, the employer and CoE must agree upon
the DoFR to align on the services for which the CoE is
responsible under the capitation.

Under the “Specialty Capitated” model, the employer is
incentivized to drive all obesity care through the CoE. For
example, if the obesity CoE is responsible for the costs of AOMs
within the capitation, but an individual receives an AOM outside
of the CoE, then the employer would likely be responsible for
those costs. A benefit of this restriction is that the employer has
confidence that obesity treatments, like AOMs, are being
prescribed appropriately (i.e., no off-label use). However, this
restriction may limit patient access and treatment choice. For
example, if a patient with T2D was being treated with a GLP-1
drug outside of the CoE and wanted to begin treatment for
obesity through the CoE, an employer might prefer that the
individual switch to a GLP-1 medication indicated for obesity
because the AOM costs would be included within the capitated
rate. Thus, the “Specialty Capitated” model may unintentionally
prefer certain GLP-1 medications.

The capitation rate needs to be high enough to ensure providers
can appropriately and adequately treat each patient, but low
enough that employers are willing to pay to direct all obesity care
to the CoE. The employer or its TPA will be responsible for the
monitoring and auditing of healthcare utilization, with the goal of
verifying the CoE is appropriately using its options according to
the treatment guidelines and the contracting terms to ensure the
providers are not underutilizing certain treatments, such as
bariatric procedures or AOMs.

Bundled payments, also known as episode-based payments, are
another form of specialty capitation. A bundled payment is a
fixed-price agreement for a predefined episode of care,
commonly consisting of a procedure and all related services or all
care for a medical condition. Bundled payments eliminate the risk
to the CoE that an attributed member will receive higher-cost
services early in the capitation period and then leave the program
or the employer.

Employers and targeted obesity care: 8
Exploring the concept of an obesity center of excellence

FIGURE 6:  “SPECIALTY CAPITATION” STAKEHOLDER ROLES

e Pays PMPM capitation payment to the CoE for select
obesity-related medical services, pharmaceuticals,
and other management services (non-billable
services) for a specific attributed population.

e Pays for all medical and pharmacy claims outside of
the CoE's responsibility.

Role of
Employer

® CoE acts as obesity program administrator.

» Offers assessments, counseling, plan of action,
patient interactions, etc.

# Has networks of high performing specialists.

* Accepts full financial responsibility for specific
service categories

Network of providers engaged through the third party
for services not available/rendered under CoE.

File FFS claims or encounters (if sub-capitated) with
the CoE.

Conclusion

The current landscape of obesity treatment presents several
challenges, including lack of care coordination, inadequate
patient support, and inconsistent coverage of treatments. This
paper explored and presented key considerations for
operationalizing a CoE for obesity treatment. The program should
provide comprehensive, coordinated care with a goal of
appropriate, efficient, and effective care. The implementation of
an obesity CoE would require careful planning, including defining
the scope of care, setting up data-sharing pipelines, and tracking
progress and outcomes. Financially, the CoE may offer a variety
of models that can shift or share the financial risk between the
CoE providers and the employer. Employers that want to drive
toward positive obesity outcomes may favor a financial model
with payments contingent on quality or outcomes, while
employers that desire predictable costs may favor a capitated
pricing model. In summary, a CoE for obesity could potentially
align financial and treatment incentives for obesity care,
benefiting employees, employers, and healthcare providers.
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Limitations

Milliman was engaged by Eli Lilly to support exploring the concept of an obesity CoE. This paper was supported by research and
Milliman subject matter experts familiar with disease management programs, CoEs, and risk-sharing models. This white paper outlines
typical and/or the most relevant types of programs that may be applicable to an obesity CoE; it is not intended to be a comprehensive
study of every type of program or model available.

While this report provides a guide for operationalizing a center of excellence, entities interested in creating a CoE model for obesity
should engage with the appropriate professionals to address specific financial and operational nuances. The comprehensive obesity
CoE model described in this white paper, to our knowledge, is not yet in existence. Therefore, the process and financial models outlined
here are intended to provide thought leadership as a conceptual solution for obesity treatment. Actual experience for operationalizing
an obesity CoE may vary from what has been described herein.

Guidelines issued by the American Academy of Actuaries require actuaries to include their professional qualifications in all actuarial
communications. Austin Barrington and Jessica Naber are members of the American Academy of Actuaries and meet the qualification
standards for authoring this report.
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