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Key takeaways
• Workers’ compensation carriers are a payer category that cover
health care and other compensation costs for employees injured on
the job.
• Post-acute providers with expertise in managing catastrophic injury

diagnoses should consider formalizing relationships with workers’
compensation carriers to grow volumes and reimbursements.
• Typically, partnering with workers’ compensation carriers requires
increased investments in administrative resources, rather than new
clinical programming.

Source: Advisory Board interviews and analysis.
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What is workers’ compensation?
Workers’ compensation carriers are a category of payers contracted by
employers to cover health care costs and other compensation for employees
injured on the job.
Typically, workers’ compensation carriers are liable for all medical costs
associated with a person’s injury until the patient is fully recovered and returns

to work.
Select states mandate employers provide workers’ compensation insurance

while coverage is optional in others.

Benefits provided under workers’ compensation coverage

Wage

Disability

Medical benefits for

replacement

leave

injury and recovery

Post-acute operators typically provide rehabilitation, nursing, and clinical care
support for injured workers referred to their services. In some cases, postacute providers may take on full case management duties for workers’
compensation claims.

Source: Advisory Board interviews and analysis.
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What are the different carrier types?
Employers can choose several different options to manage and disburse benefits.
There are typically three different methods by which employers may choose to
manage workers’ compensation claims.

State funds
A state fund is where employers pool workers’ compensation money

towards a state-run joint account. The state is responsible for disbursing
workers’ compensation payouts in case of injury.

Commercial payers
Private insurance companies also manage workers’ compensation claims.

Employers can purchase policies through a private company who will then
be responsible for managing employee injury claims. Not all states permit
private insurance companies to manage workers’ compensation benefits.

Self-insured employers
In some cases, employers will opt to self-insure which means that
employers will assume all financial risk for workers’ compensation cases.

Typically, employers who decide to self-insure are large corporations.

Individual state guidelines and regulations may alter the workers’ compensation
payer types and reimbursement infrastructures available in different regions.
Source: Advisory Board interviews and analysis.
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How can post-acute providers support
workers’ compensation carriers?
Post-acute operators can provide unique value to workers’ compensation carriers
by managing care for catastrophic injury cases. Catastrophic injuries comprise a
small share of overall claims managed by workers’ compensation payers, but make

up a large percentage of overall spending. Many of these diagnoses also match the
patient types that are typically treated in IRF and LTACH settings.
Average total medical costs by nature of injury
The National Council on Compensation Insurance, 2017-2018
Nature of injury

Average m edical costs

Amputation

$79,312

Fracture/crush/dislocation

$35,947

Burn

$35,018

Other trauma

$31,182

Infection/inflammation

$19,566

With the rehabilitation and clinical expertise that many high-acuity post-acute
settings like IRFs and LTACHs possess, post-acute operators can help workers’
compensation carriers reduce long-term costs for the most expensive patients in a
few ways:

• Reduce downstream patient needs. By improving patient outcomes, postacute providers can help reduce the need for downstream and long-term care
needs.
• Improve return-to-work rates. The goal of many work-related rehabilitation
programs is to help patients regain as much functional skill as possible and

return to work. Post-acute care that can lead to substantial functional gains helps
reduce long-term wage replacement and disability leave costs.
Source: “Workers’ Compensation Costs” injury Facts, Date accessed March 2021,
https://injuryfacts.nsc.org/work/costs/workers-c omp ens atio ncosts/#:~:text=The%20most%20costly%2 0l ost% 2Dtim e% 20 work ers' %2 0com pe nsati on %2 0cl aim s%
20by%20part,and% 20th e% 20 neck %2 0(% 24 61 %2 C5 10).
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What is the opportunity
for post-acute providers?
Clinically renowned workers’ compensation programs create an added
opportunity for post-acute providers to differentiate themselves from the market
while growing patient volumes. Post-acute providers should consider the

following advantages associated with becoming the provider of choice for
workers’ compensation carriers:
1. Workers’ compensation carriers reimburse at higher levels than traditional

payer sources. Although workers’ compensation case volumes may be lower
for IRFs and LTACHs compared with traditional Medicare Fee-for-Service or
Medicare Advantage volumes, workers’ compensation cases have potential for
higher reimbursements for two reasons. First, workers’ compensation cases are

typically high-complexity, requiring greater clinical and rehabilitation support
which can increase reimbursements. Second, workers’ compensation payers
are liable for all healthcare costs until patients are fully recovered. As a result,
workers’ compensation payers have added motive to provider higher

reimbursements if an organization can demonstrate faster patient recovery,
increased return to function, and reduced overall health needs compared market
competitors.

2. Post-acute operators can utilize existing expertise to capture catastrophic
injury volumes from new sources. High-complexity diagnoses– like traumatic
brain injuries, spinal cord injuries, amputations, or musculoskeletal injuries—that

are managed by workers’ compensation carriers often require clinical and
rehabilitation support that match the expertise of some post-acute organizations.
This represents an opportunity for post-acute providers with experience
managing catastrophic diagnoses to leverage existing strengths to capture new

patient sources.

Source: Advisory Board interviews and analysis.
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How can I get started?
Listed below are four conversations that post-acute leadership teams should
have with internal leadership to identify if pursuing formal partnerships with

workers’ compensation carriers is a right fit for their organization.

01
02
03
04

Consider if partnering with workers’ compensation carriers is the
right fit for your organization. For example, does your

organization have expertise managing catastrophic injury cases?

Review existing referral sources and pinpoint if you are already
working with workers compensation carriers that may open

formal partnership avenues.

Determine appropriate administrative resources and investments
needed to negotiate and communicate with multiple workers’

compensation payers.

Confirm few key metrics, like improved patient function or return
to work percentages, that will help you convey your program’s

success to different stakeholders.

These conversations might uncover where your organization may need to make

additional investments to effectively manage workers’ compensation cases.

Source: Advisory Board interviews and analysis.
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LEGAL CAVEAT
Advisory Board has made efforts to verify the accuracy of the information it provides to members. This report relies on data obtained from many
sources, however, and Advisory Board cannot guarantee the accuracy of the information provided or any analysis based thereon. In addition,
Advisory Board is not in the business of giving legal, medical, accounting, or other professional advice, and its reports should not be construed as
professional advice. In particular, members should not rely on any legal commentary in this report as a basis for action, or assume that any tactics
described herein would be permitted by applicable law or appropriate for a given member’s situation. Members are advised to consult with
appropriate professionals concerning legal, medical, tax, or accounting issues, before implementing any of these tactics. Neither Advisory Board
nor its officers, directors, trustees, employees, and agents shall be liable for any claims, liabilities, or expenses relating to (a) any errors or
omissions in this report, whether caused by Advisory Board or any of its employees or agents, or sources or other third parties, (b) any
recommendation or graded ranking by Advisory Board, or (c) failure of member and its employees and agents to abide by the ter ms set forth herein.

Advisory Board and the “A” logo are registered trademarks of The Advisory Board Company in the United States and other countr ies. Members are
not permitted to use these trademarks, or any other trademark, product name, service name, trade name, and logo of Advisory B oard without prior
written consent of Advisory Board. All other trademarks, product names, service names, trade names, and logos used within these pages are the
property of their respective holders. Use of other company trademarks, product names, service names, trade names, and logos or images of the
same does not necessarily constitute (a) an endorsement by such company of Advisory Board and its products and services, or ( b) an
endorsement of the company or its products or services by Advisory Board. Advisory Board is not affiliated with any such company.

IMPORTANT: Please read the following.
Advisory Board has prepared this report for the exclusive use of its members. Each member acknowledges and agrees that this r eport and
the information contained herein (collectively, the “Report”) are confidential and proprietary to Advisory Board. By accepting delivery of this Report,
each member agrees to abide by the terms as stated herein, including the following:
1.

Advisory Board owns all right, title, and interest in and to this Report. Except as stated herein, no right, license, permiss ion, or interest of any
kind in this Report is intended to be given, transferred to, or acquired by a member. Each member is authorized to use this Report only to the
extent expressly authorized herein.

2.

Each member shall not sell, license, republish, or post online or otherwise this Report, in part or in whole. Each member shall not disseminate
or permit the use of, and shall take reasonable precautions to prevent such dissemination or use of, this Report by (a) any of its employees and
agents (except as stated below), or (b) any third party.

3.

Each member may make this Report available solely to those of its employees and agents who (a) are registered for the workshop or
membership program of which this Report is a part, (b) require access to this Report in order to learn from the information described herein,
and (c) agree not to disclose this Report to other employees or agents or any third party. Each member shall use, and shall ensure that its
employees and agents use, this Report for its internal use only. Each member may make a limited number of copies, solely as adequate for
use by its employees and agents in accordance with the terms herein.

4.

Each member shall not remove from this Report any confidential markings, copyright notices, and/or other similar indicia herein.

5.

Each member is responsible for any breach of its obligations as stated herein by any of its employees or agents.

6.

If a member is unwilling to abide by any of the foregoing obligations, then such member shall promptly return this Report and all copies thereof
to Advisory Board.
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