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State/Private System *

Could Item be Accomplished With Currently Available 
Industry Package Software that Combines Recording, 

Indexing, Cashiering and Imaging Functions?

GROUP 1: ADD ITIO N AL SUGGESTED DATA ELEMENTS FOR THE 
RECORDER’S OFFICE DATABASE

a. Name o f Agent/Attomey 
Involved

Costly and labor intensive to identify and include in the existing indexing 
system. Would require recording staff to read and interpret Ihe document 
for applicable information. Consistency in such a process extremely 
difficult to establish. Possible negative impact to Agent/Attorney i f  
indexed as a grantor/grantee on a lien document.

ACTION PLAN: Work with users lo clarify this request and the 
documents it would affect.

Agent/Attorney could be keyed as a 
grantor/grantee under existing system 
format

Additional staff lo perform 
data entry.

Yes, without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

b. Marital Status ol 
Grantor/Gmntee

Requires additional staff time to key information, relies on staff ability to 
key in and verify accurately, information not used consistently on all 
document, no system ability to cioss check accuracy.

ACTION PLAN: Work with users to clarify this request and the 
documents it would affect.

None. No existing fields could be 
utilized except (Jie comments field which 
is not searchable.

Program revision. Addle 
data entry staff

Yes, without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording stafTinvolvement. Search capabilities 
would also allow for identification o fo» . or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

c. Interest Information 
fractions)

Costly and labor intensive to identify and include in ihe existing indexing 
system. Would require recording slaiTto read and interpret the document 
for applicable information. Consistency in such a process extremely 
difficult lo establish.

ACTION PLAN: Work with users to determine how to implement and 
whether a searchable field is required.

None. No existing fields could be 
utilized except the comments field which 
is not searchable

Program revision. Addle 
data entry staff

Yes. without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

d. Estate File Number 
(court file it)

Requires additional staff time to key information, relies on stall' ability to 
key in and verify accurately, information not used consistently on all 
documents, no system ability to cross check accuracy.

ACTION PLAN: Work with users lo determine whether a searchable field 
is required and which document types would be affected.

None. No existing fields could be 
utilized except the comments field which 
is not searchable

Program revision. Addle 
data entry staff

Yes. without additional indexing or document review. Customer 
could immediately revie. ■ document image for information they 
desire wilhout recording stafT involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as, ’ u desire.

e. Deed
Restrictions/limitations

Impractical to try and identify and enter into one dedicated searchable 
field. Information w ill vary from document to document.

ACTION PLAN: Work with users to clarify this request and the scope o f 
information it would cover.

None. No existing fields could be 
utilized except the comments field which 
is not searchable

Program revision. Addle 
data entry staff

Yes. without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

f. Power o f Attorney 
Agent/Backup

Costly and labor intensive to identify and include in the existing indexing 
system. Would require recording staff to read and interpret the document 
for applicable infonnation. Consistency in such a process extremely 
difficult lo establish. Possible negative impact lo Attorney Agent/Backup 
i f  indexed as a grantor/grantee on a lien document

ACTION PLAN: Work with users lo clarify this request and the 
documents it would affect.

Attorney Agent/Backup could be key ed 
as a grantor/grantee under existing 
system format or as a nonsearchable 
comment

Program revision andfor. 
additional data entry staff

Yes, without additional indexing or document review. Customer 
could immediately reviev document image for information they 
desire wilhout recording stafT involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

SSN of Grantor/Grantee Requires additional statf time to key information, relics o.. ta lf ability lo 
key in and verify accurately, information not used consistently on all 
documents, no system ability to cross check accuracy.

ACTION PLAN: Review legal issues, including privacy issues. 
Determine whether statutory revision is necessary and work with users to 
determine which document types would be affected i f  implemented.

None. No existing fields could be 
utilized except the comments field which 
is not searchable

Program revision. Addle 
data entry staff

Yes, without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording staff involvement. Search capabilities 
would also allow for identification of one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.



BBH

DRAFT
Item
No.

Item Requested Recorder's/UCC Comments & Action Plans Existing Options to Accommodate Resources Needed to 
Succeed Under the 

CURRENT 
State/Privale System *

Could Item be Accomplished With Currently Available 
Industry Package Software that Combines Recording, 

Indexing, Cashiering and Imaging Functions?

h. Standardize entry of 
aliquot pans in the legal 
description

Can be readily accomplished and is cuncntly being implemented. This 
change w ill be on a go forward basis unless data conversion is undertaken 
to standardize historical nformation. This change will not make searching 
the database any easier as there is currently no means lo request a 
description below the section level without program changes.

ACTION PLAN: Agency w ill develop internal procedures to address 
consistency o f aliquot pan data entry and implement prior to 1/1/93.

Data entry w ill be standardized. Program revision needed to 
search at aliquot parts level

Yes, without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording stafT involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narTow as you desire.

i. MTRS minimum for 
mining documents. 
Index creek, stream or 
river name as necessary.

Mendian Township Range Section is entered on all documents which 
reflect this information. Current system will not allow partial infonnation 
to be keyed into searchable fields. I f  incomplete information is present on 
die document the partial information is entered into a nonscarchable 
comments field. Waterways would also have to be entered as a comment.

ACTION PLAN: Research need for statutory/regulatory revision lo 
require MTRS on mining documents. Work with users to determine when 
creek, rtream or river names are necessary for indexing and whether a 
searchable field is needed.

None. No existing fields could be 
utilized for partial infonnation except the 
comments field which is not searchable.

Program revision and addle 
data entry staff

Yes. without additional indexing or document review. Customer 
could immediately review document image fur information they 
desire w ithout recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
nanov > as you desire. Maps which are included as part o f a 
document would also be displayed as submitted without staff 
interpretation. Search parameters could slay at the MTRS level or 
go down to approximately four lev els o f aliquot parts definition

J- Require subdivision 
code and name as pan o f 
(he legal.

This would require statutory and/or regulatory revision before being 
implemented. Current system w ill only accept subdivision codes in the 
searchable data entry fields and recording staff must manually convert Ihe 
information presented on Ihe document to the required data entry format. 
This is a subjective process lhat is prone lo error. Subdivision names can 
be entered as a comment, but are not retrievable.

ACTION PLAN: Work with users to determine i f  an acceptable method 
o f cross reference for subdivision name and code can be accomplished and 
made available for use statewide.

None. No existing fields could be 
utilized except the comments field which 
is not searchable.

Program revision and addle 
data entry staff.

Yes. without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire. Currently available industry software has 
Ihe ability to cross reference the subdivision name and code, so 
both pieces o f infonnation would not be mandatory. Either would 
allow Ihe system to perform a full database search.

It. Staled amount o f lien on 
property

This information has historically been keyed into the system al the end of 
other dedicated fields where extra space existed or in the comments field. 
The uvcrall result is inconsistent index creation with no search capability.

ACTION PLAN: Work with users to determine whether a separate 
searchable field is required and which document types would be affected.

None. No existing fields could be 
utilized except Ihe comments field which 
is not searchable

Program revision Yes. without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording stafT involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

1. Establish search 
capability by subdivision 
name.

The existing system allows you to look up a subdivision name and see all 
the plat number or subdivision code choices for that name. The plat 
number or subdivision code must then be entered into the limited search 
parameters av ailable. You cannot search from the name itself nor w ill the 
search function cross reference against subdivision names entered into 
comments fields.

ACTION PLAN: Address this enhancement as a workplan item under the 
cooperative agreement with the private contractor.

None Program revision Yes. without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire. Searches can be requested against either 
subdivision names or codes and will pul' information from both 
groups for customer review by utilizing an internal cross reference 
capability.

m. Establish potential to 
identify multiple 
document functions

The existing system cannot accommodate long document titles nor does it 
ofTer a field which would indicate multiple functions to alert the customer. 
Staff don't have the ability to consistently identify- where the title for one 
function ends and another begins in all document types nor should they be 
placed in the position o f interpreting what information is applicable. Long 
titles could be continued on a comments line, but would not be searchable.

ACTION PLAN: Continue current procedure which defaults to recording 
and indexing a multi-function document under first function only unless 
customer instructs otherwise. Work with users lo clarify the request and 
how it would be implemented consistently statewide.

None. Program revision and addle 
data entry staff.

Yes, without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording staff involvement. Search capabilities 
would also allow for identificauon o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire. Data entry has very few limits on field 
sizes, so virtually all long titles would be accepted and fully 
displayed for customer review and interpretation. Additionally, 
the sollwarc would allow recording personnel to designate 
customized data entry fields not built into Ihe basic package for 
their immediaic use.
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n. Add i  physical address 
location o f property field 
as a companion to the 
legal description.

This item represents a significant amount o f additional data entry and goes 
beyond basic index information recording staff have keyed to dale. The 
existing system has no dedicated field for this type o f infonnation. The 
comments field could be used, but the infonnation would not be 
searchable

ACTlOi 1 PLAN; Work with users to clarify this request and the 
documents it would afTect.

None. No existing fields could be 
utilized except the comments field which 
is not searchable.

Program revision and addle 
data entry staff.

Yes, without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire.

0. Standardize aliquot pans 
entry as minimums for 
legal description.

This would require statutory and/or regulatory change before being 
implemented. It would also be problematic as documents are recorded 
which encompass entire sections o f land. Current procedure is that aliquot 
parts are entered as a continuation line for each legal they afTect. Cunent 
query capabilities do not allow the user to restrict their search criteria to 
Ihe aliquot parts level so users must pan through voluminous entries 
against that Meridian Township Range Seciion entry to look for variations 
which might be o f help to them.

ACTION PLAN: Work with users to clarify this request and the 
documents it would affect.

None. Program revision Yes, without additional indexing or document review. Customer 
could immediately review document image for infonnation they 
desire without recording staff invoh ement. Search capabilities 
would also allow for identification ot one or more document 
parameters for tailored customer search capability as broad or as 
narrow as you desire. Location que*y capabilities allow for one or 
more pieces of search criteria. The system w ill pull all 
infonnation against a meridian down through approximately four 
levels o f aliquot parts description. The results are automatically 
compiled into a reception book type o f format at the customers 
request.
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GROUP II. INCREASED REPORTING INFORMATION SUGGESTIONS
2 a. Seurch capability on 

Associated Number 
Field.

Existing system w ill not allow group reporting on any field except the 
grantor/grantee and some location text. Associated documents w ill only 
be displayed under this format i f  they reflect one or more o f the same 
names or same property descriptions as the original filing.

ACTION PLAN: Work with users lo clarify this request and identify 
whether this capability should be pursued as a workplan item to the 
existing cooperative agreement with the private contractor.

None. No customized reporting features 
are available lo the Recording database 
through DNR facilities. The vendor may 
be able to accommodate for a fee.

Program revision Yes, without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording sfiTinvolvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for customized customer search capability as broad or 
as narrow as you desire. Any query information w ill generate a 
list o f associated document numbers i f  they exist. Once these 
numbers are identified they can be selectr 1 to display the 
document they represent or an image o f the same.

b. Larger screen fields to 
view all o f legal 
description data

In order lo be accepted by the current system, legal descriptions must be 
keyed in specific combinations (i.e. lot, block, plat number; section, 
township, range, meridian). Descriptions which do not fit the required 
parameters can only be keyed as a comments field which does not report 
in a location search. Current display screens have insufficient space to see 
all o f the detailed infonnation keyed by staff when the index is created. 
The user is unable to determine without reviewing every entry, i f  the item 
applies lo their research or not.

ACTION PLAN: Work with users lo clarify this request and identify 
whether this capability should be pursued as a workplan item to the 
existing cooperative agreement with the private contractor.

None. Existing query features already 
do not fully utilize the information keyed 
by staff.

Program revision Yes. without additional indexing or document review. Customer 
could immediately review document image for information they 
desire without recording staff involvement. Search capabilities 
would also allow for identification o f one or more document 
parameters for customized customer search capability as broad or 
as narrow as you desire. Location query capabilities allow for one 
or more pieces o f search criteria. The currently available 
integrated system software can pull all information 3gainst a 
meridian down through approximately four levels o f aliquot parts 
description. The results are automatically compiled into a 
reception book type o f format at the customers request.

c. Ability to cross 
reference between DEC 
and recorder's office 
database

The ability to establish online linkages with ether slate agencies is highly 
desirable from a user standpoint and also represents a significant time 
savings for numerous state agencies like the Division o f Mining. DOT, 
Child Support Enforcement, etc. in the execution o f their regular duties. 
This docs not mean that the databases w ould be merged, each would 
remain separate in its own right, but users could travel between different 
sites easily online. Currently, no such option is available and each o f 
these agencies must pay a subscription fee to review the recording 
database.

ACTION PLAN: Work with users to clarify this request and determine 
scope o f information required.

None. Program revision, possible 
telecommunications 
revisions and establish 
access agreements with the 
vendor.

Yes. The desired technology is an open architecture design that 
w ill communicate with a variety o f systems in use in other 
locations. Once installed, any user, can access the system via 
Internet capability or as an additional user on the Wide Area 
Network.

d. Search capability by 
spouse name or business 
name

Currently, the user must be prepared lo identify, enter and search on every 
v ariation o f the name they are seeking. In the case o f individuals this may 
require knowing the name o f both the husband and wife, which can be 
complicated i f  divorce or remarriage has occurred.

ACTION PLAN: Address this enhancement as a workplan item under the 
cooperative agreement with Ihe private contractor.

Review all existing index files to 
identify the husband and wife entries 
which must be converted from one entry 
to two. Husbands and wives have been 
keyed separably since the early I990's.

Request a program 
extraction to identify and 
convert problem entries. 
This would alleviate the 
problem o f “ hidden" names 
only.

Yes. The currently available software can operate more intuitively 
to identify and compile a report o f entries for user review.
Entering one character o f information w ill produce the broadest 
report o f all documents or you can specify a list o f criteria to 
search against, such as document type, time frame, district, etc. 
Such software is also capable o f searching “ married" entries 
using mor. o f a FIND function approach and does not rely on a 
direct match in Older to furnish a report.

e. Report o f Market Share 
by Title Co.. Lending 
Co.. etc.

The existing system can only display all document keyed on a specific 
name. DNR has no ability to customize any search format to a specific 
lime frame, dollar amount, etc. beyond the three search keys currently 
available (serial number, granlor/grantee name or location description.).

ACTION PLAN: Work with users lo clarify this request and determine 
scope o f information required.

None. Program revisions through 
the v endor or create a 
second layer o f programs 
within the department and 
tun two systems.

Yes. This type o f capability is part o f the basis comprehensive 
system package that users could access and utilize from their own 
locations oral any DNR recording facility as a simple search and 
print feature. It cor'd also be established as 3 regular report 
which could be distributed by the recorder's office to regular 
interested users.

X U CC -Bv week, by 
community

The existing system cannot produce this type o f customized report.

ACTION PLAN: Work with users to clarify this request and determine 
scope o f information required.

None. Program revisions through 
the vendor or create a 
second layer o f programs 
within the department and 
run two systems.

Yes. Producing a report o f UCC transactions for a specific lime 
frame in a specific district is a standard request capability. To go 
further within districts to identify communities would require a 
more refined search ability lhat could be requested during the bid 
process.
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g- Corporate computer 
online search o f UCC 
database by debtor.

The recorder's office supports this type o f remote access, but is currently 
prohibited from offering this option under terms o f the cooperative 
agreement with the private vendor who maintains the indexing system.

ACTION PLAN: Work with users to define the ;ope o f request and 
possible future options to provide broader dissemination o f public 
information.

None. Modify agreement with 
private vendor, develop 
state programs/network lo 
accommodate. Additional 
funding to cover increased 
chargeback costs.

Yea. Utilizing remote Internet access is a basic feature of 
currently available soffware. Customers can pay for the service 
via pre-defined account numbers or they can furnish credit card 
information when they are reviewing online.

h. Ability to print single 
page or selected pages 
from corporate computer

The recorder’s office supports this type o f remote access, but is currently 
prohibited from offering this option under terms o f (he cooperative 
agreement with the private vendor who maintains Ihe indexing system. 
The existing index can only be used to identify' the film location o f 
specific documents. The film must then be retrieved and a copy made. 
Adding this service under the current agreement would negatively impact 
operations by adding yet another processing layer

ACTION PLAN: Work with users to define the scope o f request and 
possible future options to provide broader dissemination o f public 
information.

None. Modify agreement with 
private vendor, negotiate 
program revisions, purchase 
equipment, upgrade 
network to support image 
transfer and add staff.

Yes. Documents taken on a daily basis would be scanned into the 
system and would be available for public review immediately or 
on a short delay basis from any location in the state. Once the 
image is available, users can either establish accounts or provide 
credit information to print document copies in (heir own locations.
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GROUP III: OTHER ISSUES
a. File UCC transactions 

with UCC Central only.
The recorder's office is in favor of simplifying the UCC filing process for 
the users and stafT. Statutory and regulatory change would be required in 
order to go forward with this item.

ACTION PLAN: Research UCC programs in other jurisdictions, 
communicate with Uniform Laws Commission on the status o f proposed 
national code revisions. Work with users to define the scope o f rcqw st 
and evaluate user support for legislative change.

None. User study group and input 
into the drafling process o f 
the statutory and regulatory 
language package

P- currently available industry package softvvtre is capable o f 
supporting any type o f UCC filing structure including electronic 
filings i f  desired. Conversion to electronic filing has been 
implemented in numerous jurisdictions nationwide.

b. Include the public in the 
change process for the 
recorder's ofTice.

The recorder's office regularly seeks public input with regard to issues 
involving statewide changes with public impact.

ACTION PLAN: Continue to work with users on desired changes in Ihe 
recording system.

The stakeholder process was Ihe first 
step in what we hope w ill be ongoing 
public participation in improving 
recording/filing services offered 
statewide.

Public participation in 
statutory/regulatory 
processes and ongoing 
meetings with users to 
identify and clarify changes 
requested.

Public par* cipation would be critical in planning technological 
improvements.

c. Problems with accuracy 
o f data entry.

As noted in Ihe stakeholder meetings, database errors can result from 
errors in Ihe source document as well as errors in the input process. 
Recording stafT are not at liberty' to make assumptions about the accuracy 
o f what is submitted on Ihe source document. Effort is made to check and 
iccheck the data which is added to the permanent database, but existing 
system limitations result in relying on virtually a manual ilcm by item 
checking process which is extremely labor intensive and costly.

ACTION PLAN: Utilize a rc-venfication process and work with user 
groups lo explore alternative means o f presenting index information. 
Address this enhancement as a workplan item lo identify errors in 
frequently misspelled common words.

The recorder's office has implemented 
ongoing periodic re-verificalion 
processes to identity and correct data 
entry errors not contained within the 
source document.

Program revisions to 
provide spell check 
capability oil common 
words such as National. 
First. Bank, Mortgage, etc. 
would provide partial relief 
and some improvement in 
datab ise accuracy.

Not 100%, but the intelligence o f the currently available software 
vvnuld allow for a dramatic reduction in the number o f errors 
which would get through. Examples include having currently 
available software compare Ihe data entry o f the input operator 
with ihe v erifier’s data

d. Return of original 
documents is too slow

Before the original documents can be released, recording stafT must be 
certain acceptable archival film quality is captured. Documents arc 
routinely ready for return approximately 3 weeks after recording, but they 
are frequently held longer because incoming daily work must take priority 
over processed document mailback. This perpetual backlog situation is 
one o f the reasons ihe recorder’s office wishes to pursue new technology.

ACTION PLAN: The recorder's office has hired several nonperm 
employees to provide temporary relief for the current inailout backlogs 
statewide. Work with users to explore alternative options available to 
expedite this process under Ihe existing system.

None. The recorder's office has 
streamlined its processing measures as 
much as it can under the constraints o f 
operating ihree separate systems 
(physical recording, receipting and index 
creation).

Program revisions lo the 
existing index system 
would aflord some relief, 
but would not result in the 
kind o f comprehensive 
processing improvements 
needed to eliminate any o f 
the three systems being 
used.

Yes. The opportunities a combined recording, indexing, 
cashiering and indexing system offers are significant. Workflow 
software would allow each piece o f information to be dispersed 
through all pans of the sy stem wherever it is needed rather than 
staff having to rekcy (hem numerous times into separate systems. 
Such a savings would have immediate positive impact on the 
amount o f lime needed to process incoming work each day. I f  
imaging is incorporated, it is possible to scan the document and 
rely on the scanned image for backup i f  there are any problems 
with the creation o f Ihe archival film. Documents could be 
returned immediately over the counter in locations that are 
equipped with a scanner or returned within days of recording from 
areas which must route llieir documents to a scanner.

e. Date Stamp and other 
data is not readable.

Twenty-two o f the Ihiny-four recording districts still record documents 
manually by hand stamping a blank recording formal and filling in all 
pertinent information (senal number, district, dale. lime, requesting party 
and price). Seven o f the remaining twelve districts are using machine 
stamps lhat arc more than 25 years o f age. Replacement parts on these 
units are difficult to dime by and their failure rate is increasing rapidly. 
StafT must watch each number as ir is assigned to be sure the serial 
number, dale and time wheels are advancing properly without skipping or 
sticking.

ACTION PLAN: Pursue replacement o f failing timestamps as funding is 
available. Work with users to determine i f  document formatting 
requirements should be considered

A new stamping machine is being tested 
in five locations. The units must be 
customized to reflect all the information 
we need and the format is significantly 
larger than the older machines. Because 
o f (he increased stamp size, it is 
frequently necessary to altach blank 
pages to documents for recording 
purposes.

Replacing older failing 
timestarrv s would afford 
some lemportuy relief with 
legibility, but the volume o f 
documents processed 
annually takes a rapid toll 
on impression units o f this 
kind. Units would be 
phased in over time as 
funds allow.

Yes. Currently available computerized software utilizes adhesive 
labels and bar codes to record documents. Labels are generated 
on a laser printer for maximum speed and clarity. Machines 
stamps would be eliminated as would instances o f sequencing 
errors which must currently be manually tracked for the majority 
o f districts. Scanning the bar code would automatically create part 
o f the index and link the image to the index file for rapid retriev al. 
Duplicative data entry' would be eliminated and workflow 
software would ensure lhat all documents are accounted for and 
complete each day according the management parameters 
requested.
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nDRAFT
Item Item Requested Recorder’s/UCC Comments & Action Plans Existing Options to Accommodate Resources Needed to Could Item be Accomplished With Currently Available
A o. Succeed Under the Industry Package Software that Combines Recording,

CURRENT Indexing, Cashiering and Imaging Functions?
State/Private System*

f. Online access lo 
document images, 
ability to request lax 
copies online

Doth o f these capabilities represent expansions in customer service the 
recorder's office supports. The existing system could be modified lo add 
an additional processing layer to the existing three processing systems so 
document images could be captured, but this would be a costly and 
cumbersome way o f approaching new technology. Access would likely 
he limited to within each DNR office only or via paid vendor 
subscription.

ACTION PLAN: Work with users to define the scope o f request and 
possible future options to provide broader dissemination o f public 
information.

None. To work effectively, imaging 
technology requires a 
telecommunications network with high 
speed full duplex transmission capability 
and PC workstations to host and display 
the images.

Additional sta ff, program 
revisions and scanning 
equipment

Yes. Utilizing remote Internet access is a basic feature of 
currently available software. Custome-s can pay for the service 
via pre-defined account numbers or they can furnish credit card 
information when they are reviewing online.

e- Some customers may 
prefer working with a 
private vendor rather 
than srale government.

Copies o f this state owned database are available upon request according 
to established fees or the cost o f duplication. Customers can continue to 
work with the vendor o f their choice i f  lhat vendor expresses an interest in 
and continues to receive ongoing updates o f the recording information.

ACTION PLAN: Continue to make information available on request.

Procedures are already in place lo 
distribute copies o f all public 
information on request.

None. Yes. Any vendor can continue to receive complete copies of 
recording information. In addition to data tapes, customers could 
request electronic transmission or CD format.

h. Update records which 
predate 1992 and ensure 
uniform conventions are 
applied to the existing 
database/new entries.

How information is keyed mlo the system has changed over the years, 
usually lo offer more information rather than less. The existing system 
offers the ability to make corrections to the database, but these methods of 
laborious and lime-consuming. Corrections to the ''current" file 
(approximately the past two years) are applied to Ihe file each night. 
Corrections to ihe remainder o f the 26 year file, or "base updates" are 
accumulated in a holding tank and do not rellect in the public database 
until a base file rollover is done approximately every 3-6 momhs. In order 
lo make historical changes, slaff must view film records or make paper 
copies to compare to ihe online index. There are insufficient staff 
resources to accommodate this type o f long term update process.

ACTION PLAN: Work with users to identify how this item should be 
prioritized within Ihe framework ofthe existing cooperative agreement.

Review datable entries against film one 
by one.

Request database extractions for specific 
lime frames against specific criteria (for 
example, list all names in 1991 with the 
&  symbol to locate "married up" entries 
which need to be key ed as two separate 
names.

Additional staff and 
computer equipment.

Additional stafT, program 
revisions and computer 
equipment.

Yes. As part o f a backfile conversion, the entire recording 
database could be transferred and coiTcctcd according to the 
parameters we specify. Married up entries could be separated, 
number cnlnes could be double keyed as numbers and words, etc. 
Our research has indicated lhat most conversions hav e been 
completed within one month to a year o f the time (he new system 
was installed depending upon the complexity o f what was 
requested in the conversion process.

i. Enter records which 
predale 1970 in the 
automated system.

This is a highly desirable improvement the recorder's olfice favors. 
However, ihe existing system does not leave sufficient slaff resources to 
accomplish a project o f this type without compromising our ability to 
handle the incoming daily work.. Linking this item to technological 
improvements would be the fastest and most economical means o f 
addressing this request.

ACTION PLAN: Work with users to identify how this item should be 
prioritized. This item cannot be accomplished with existing staff and 
resources.

Poor quality 33mm microfilm and the 
original books with inadequate indices 
are the only two sources o f this 
information at the present lime available 
for public access to pre-1970 records.

Additional staff and 
computer equipment.

Scanning the original books would be the easiest and fastest way 
o f accomplishing this backfile conversion. I f  staff had the ability 
to index the historical documents under an integrated 
comprehensive system from images, the speed o f the project 
would be significantly faster and workflow software would ensure 
that the project was always available online by switching between 
windows or batches rather than having fragile original vault books 
out in circulation being handled on a regular basis.

j- Provide access to Ihe 
reception report al the 
time ollice opens.

The recorder's office stnves to accomplish this goal on a daily basis. 
Unfortunately, the production limitations associated with processing 
documents under three separate labor intensiv e systems is substantial. Al 
a minimum, offices dose half an hour before the end o f their workday in 
an effort to ensure the reception report is ready. This buffer is clearly 
inadequate i f  there is any type o f increase in daily recording activity.

ACTION PLAN: Have at all times either reception reports (both vended 
and unverified) or document copies in each olfice av ailable to the public 
al the opening o f business.

Divert staff from recording and over to 
indexing earlier in the day. Indexing 
will slart earlier in the day, but recording 
w ill slow down and customer assistance 
w ill suffer.

Additional staff and 
computer equipment.

Yes. Eliminating duplicative and redundant steps w ill simplify the 
recording process overall. Currently available intuitive software 
allows supervisory personnel to identify the workflow settings 
which w ill most benefit their office workload and staffing 
volumes. Such a system can provide regular reporting feedback 
on ihe slants o f the day's work, alerting the supervisor to slow 
areas or bottlenecks which can be rerouted or avoided.
Reception reports accumulate throughout the day automatically 
and can be electronically transmitted to users or printed out in 
paper form as they are created. Customers would no longer have 
to wait until the following business morning lo receive their 
completed reception report.
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Item
No.

Item Requested Recorder's/UCC Comments Ji Action Plans Existing, Options to Accommodate Resources Needed to ,  
Succeed Under the 

CURRENT 
State/Private System *

------------------------------------------ 2...'.tL.-i. ’ "----A__
Could Item be Accomplished ll'ith Currently Available 
hidustr)’ Package Software that Combines Recording, 

Indexing, Cashiering and Imaging Functions?

k. Explore methods lo 
ovoid folding and 
damaging original 
documents.

The entire cuncnt recording process is characterized by repetitive handling 
o f documents which may or may not necessitate folding the document. 
Stamping equipment utilized by the recorder's office frequently requires 
that documents be folded in order to properly affix the recording 
information. Additionally, virtually all o f the 200,000 original documents 
recorded annually are relumed by regular first class mail making cost o f 
postage and envelopes is a significant budget factor. Recording staff do 
fold documents, but we have a very low document damage rate while 
documents are in ou; -'istody.

ACTION PLAN: Work with users to determine alternative means o f 
processing documents to minimize document damage.

Mailback procedure could be modified 
to keep all unfolded documents flat in a 
manila envelope or a pick up option 
could be offered. This results in special 
handling o f sons and would slow down 
the mail back procedure.

Additional slaff and postage 
funds.

Possible regulatory change 
to require SASE inclusion 
at the time o f document 
submittal.

Yes, partially. Offices equipped with scanners would be able lo 
scan ihe original and return it immediately to the submitting party 
i f  presented in person. Items submitted unfolded rough the mail 
would need a modified mail back procedure to ensure they were 
relumed the same way. The extra expense o f special handling 
could more easily be absorbed i f  a high percentage or documents 
were being returned over the counter at the lime o f recording.

1. Develop a fact sheet 
about the indexing or 
recording changes which 
have influenced the 
database.

Each o f the offices hav e unique circumstances related lo their databases 
which staff should have available or posted in each oflice. However, 
identifying changes in the historic database is difficult because little or no 
documentation exists relative to changes prior to 1992. Indexing changes 
implemented since then have been consistently applied to all offices. The 
cuirent system is limited in how it accepts, reads ami reports against data 
entry putting the burden for completeness and accuracy entirely on 
recording staff.

ACTION PLAN: Develop general search guidelines for use in recording 
library facilities by 1/1-98.

Prepare additional detailed handouts 
which must be taken into account so 
users can modify how and what they ask 
from the current system.

Time lo compile into 
handout form all known 
changes to die indexing 
procedure.

Yes. The currently available software under this integrated 
comprehensive system is constantly working with and filtering all 
data keyed in. Workflow shortcuts make it possible to key in 
minimal information and have the system duplicate and distribute 
the data as necessary for repetitive names, married spouses, 
similar documents, etc. This is markedly different from the 
current system which requires each name to be rekeyed in full 
with no ability- to compare data from one document to the next and 
no shortcuts to speed the process along.

m. Waive small fees lo 
improve operational 
efficiencies.

The recorder's offices supports waiving fees for amounts loo small to 
justify staff lime to receipt and collect them.

ACTION PLAN: Identify the culo lf amount and implement in all offices 
by 12/1/97.

Identify the appropriate amount and 
implement a procedural change.

None. The State Recorder 
has the authority to make 
this change.

The currently available software under an integrated system has 
the ability to honor this type o f procedural modification should it 
be established before a new system is installed.

n. Notification o f oflice 
closures or backup 
cov erage online for all 
offices.

Closure information is always available through recorder managers and in 
non-emergency situations is also staled on each office's message machine. 
Additionally, the recorder's office is in the process of designing a web 
page where closure information could be posted. This information would 
be available lo remote users with Internet access, but would not be 
available in each recording location until all offices are equipped with PC 
units and convened to the state’s TCP/IP network. Currently, the majority 
o f staff terminals as well as all public access terminals are dumb and have 
no Internet capability.

ACTION PLAN: Develop an Internet web page for the recorder's office 
site. Explore possibility o f implementing an 800 number statewide to 
provide current information lo users about closures.

A web page can be created for display 
on the Internet with no internal use 
capability.

None. The department has 
the ability lo create diis 
website and the 
Recorder’s/llCC section 
management can access the 
site to enter updates.

Yes. The currently available software under an integrated system 
is fully Internet capable and each office would have the ability to 
enter updates as needed for immediate customer review on and o ff 
site.

0 . Record documents for 
other districts at any 
oflice or merge all 
districts into one.

The recorder’s office has considered this possibility and its internal 
operational benefits, but recognizes that this is a substantial change which 
requires extensive public input.

ACTION PLAN: None at this lime. Continue lo work with users to 
identify- ways to improve recording operations statewide.

Conduct public meetings i f  the concept 
is supported by the users. Identify the 
statutory and/or regulatory changes 
which need to be made.

Public participation and 
support.

Yes. The currently available software under an integrated system 
is capable o f supporting one or hundreds o f number series. Under 
the current 34 recording district structure, the comprehensive 
system could track serial numbers quickly and successfully 
enough to assign sequential serial numbers for a particular district 
from different locations without duplicating or skipping numbers. 
This would enable a customer in Nome, for example to record, a 
document in Anchorage without leaving the city o f Nome and the 
image o f the document could potentially be available immediately 
online.
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Item
No.

Item Requested Recorder's/UCC Comments A Action Plans Existing Options to Accommodate Resources Needed to 
Succeed Under the 

CURRENT 
Slate/Private System*

Could Item be Accomplished iVith Currently Available 
Industry Package Software that Combines Recording, 

Indexing, Cashiering und Imaging Functions?

P- Expand payment options 
to include credit, prepaid 
accounts, etc.

The recorder’s oflice supports these kinds o f customer service expansions. 
The department is looking into implementing credit card payments notv. 
Accounts are more challenging as they would require an additional layer 
o f tracking and accounting that recording personnel don't have the time 
available to accommodate.

ACTION PLAN: Work with users to clarify the request and coordinate 
implementation with the drpaitmcnt’s financial services section.

Statutory and/or regulatory change. 
Establish an accounting structure lo 
support accounts and generate bills and 
statements.

Additional staff and 
computer equipment.

Yes. The accounting portion o f this currently available soflware 
under an integrated system is already formatted to accommodate 
customer accounts and credit card payments. Repons are 
generated daily, weekly monthly, or as often as you choose to 
track and summarize accounting information cumulatively or as 
you specify.

q- Conduct a benchmark 
study o f recording 
techniques or systems 
already in use to 
reengineer Alaska’s 
recording system.

The recorder's office has teen gathering data from the Lower 48 for 
approximately the past 5 years on recording technology. We have learned 
a great deal about what works and doesn’ t work from the efforts o f other 
recorders. We believe it is critical to pursue a system that combines all 
aspects o f the recording process under one system. Open architecture is 
also vital lo ensure the most suitable equipment for each phase o f the 
operation and avoid proprietary technology which can become costly and 
difficult to maintain.

ACTION PLAN: Continue to work with national organizations and other 
jurisdictions to gather infonnation relative to recording and UCC systems 
used elsewhere and keep users infonned. Wotk with users lo identify 
scope o f proposed benchmark study and implement only with their support 
and participation.

We have conducted extensive research 
in other jurisdictions and the systems 
they have used and would be happy to 
discuss the merits o f an integrated 
comprehensive system and what it can 
accomplish for the recorder’s office and 
our users.

Public participation and 
support.

Preservation o f the historic public record is the driving force 
behind this effort to modernize. An Ombudsman’s report in 1992 
had numerous criticisms o f the recorder's office for the manner in 
which historic records are handled and stored. We have made 
little progress in resolving these issues with minimal funding and 
look to this new system to free up existing resources lo tackle 
these preservation concerns before it is too late.



Data Elements Suggested fo r  Addition to the U n ifo rm  Com m ercia l Code Database
Item
No.

Item Requested Recorder's/UCC Comment <£• Action Plan Existing Options to Accommodate Resources Needed to 
Succeed Under the 

CURRENT 
State/Private System *

Could Item he Accomplished IVith Currently Available 
Industry Package Software that Combines Recording, 

Indexing, Cashiering and Imaging Functions?

1. Index Serial NoTVIN 
No. o f Collateral Item

this is the kind o f index expansion the recorder's oflice does not favor. 
Document preparation is inconsistent making it difficult to locate and 
identify this information. Additionally, multiple senal or VIN numbers 
would be problematic to enter into a single field and indexing this level o f 
detail takes the index beyond an access tool to a document substitute 
which is not our objective. The document is the public record and should 
be relied upon for reviewing information o f this nature.

ACTION PLAN: Work with users to clarify this request and identify the 
documents which would be affected. Additionally, gather information 
from other jurisdictions and national organizations/publications relative lo 
current practices regarding indexing o f collateral.

None. Program revision and 
additional staff.

Yes from the standpoint that documents would be accessible for 
review as soon as they were scanned. You could not search fields 
which have not been indexed.

2. General Classification of 
Collateral Item.

Having recording stalTsummarize and classify collateral type has been a 
controversial issue. Recorder’s are trained tot lo read and make value 
judgments on the content o f documents, nor is there any assurance (hat 
any two employees would arrive at the decision for what is the most 
important collateral heading. Stall'focus their attention on scanning UCC 
documents for the minimum criteria needed to accept and index as they do 
all other documents.

ACTION PLAN: Work with users to clarify this request and identify the 
documents which would be affected. Additionally, gather information 
from other jurisdictions and national organizations/publications relative to 
current practices regarding indexing o f collateral.

None. Statutory and/or regulatoiy 
revisions could be considered which 
w ould require indexing cover sheets that 
identity the collateral entry the user 
would like lo sec keyed into the system.

Public participation and 
support.

Program revision and 
additional staff.

Yes. See comment 1 above.

3. Location o f Collateral 
and filing expiration 
date.

Again, this level o f indexing goes beyond creating an access index. To 
key this type o f data is to risk relying on the index for information the 
document should furnish. We recognize that this type o f information 
would be highly useful, but feel the public would lie better served by using 
tiie document image rather a rekeyed translation which could be 
erroneous.

ACTION PLAN: Work with users to clanfy this request and identify the 
documents which would be affected.

None. Statutory and/or regulatory 
revisions could be considered wh'ch 
would require these fields to be indexed 
and identified on an indexing cover 
sheet by the submitting party.

Program revision and 
statutory review/change, 
additional staff.

Yes. See comment 1 above.

4. Verbal collateral 
descriptions or 
description categories 
furnished by submitting 
party.

I f  something uniform could be established, the recorder's ollice could 
work with these type o f parameters. Establishing a rule which w ill cover 
all documents prepared could be extremely difficult. A  contingency 
would have to be established for those documents which don't fit the 
agreed upon codes. The use o f codes would also mean conversion time 
when indexing and when researching which is not particularly user 
friendly.

ACTION PLAN: Work with users to clarify this request. Contact the few 
jurisdictions using collateral code systems for more information.

None. Statutory and/or regulatory 
revisions could be considered which 
would support the use of collateral codes 
for indexing purposes. The problem 
with lists is that new categories emerge 
regularly that are not covered by the list.

Ptograin revision and 
statutory review/change, 
additional staff.

Yes. See comment 1 above.
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Pu blic  Records an d  R ecorders

bb not includo cadastral plots, cadastral control plats, open-to-entry plats, or 
returns parcel plats created by or on behalf of the stats regardless of whether these plats 
includo casements or other public dedications. (9 7 (ch II ) ch 116 SLA 1953; am 9 3ch95 SLA 1965; am 9 41 ch 113 SLA 19B1)

Ravlaor’a note*. — Formerly AS <0.16.100. He- 
numbered In 1088.

NOTES TO DECISIONS

Quoted in  Kenii Pcniruiula Borough v. Kenai Pen­
insula Bd. or Realtor*, Inc., 6S2 P.2d 471 (Alaska 
1982); State r. Wridner, 684 P.2d 103 (A lu la  1984).

Chapter 17. Recording in Public Records.
Section

10. Place o f recording and acceaa to rocorda
20. Recording conveyancea
30. Formal requiaitoa for recording
36. Recording criteria
40. Indexing
60. Incorporation of m u te r form
60. Documcnta executed under former law
70. Dutiea o f recorder
80. Effect of recording on title  ond rlghta; construe- 

tive notice

Section
90. Conveyancea end recorded document! ea evi­

dence
100. Recording a reconveyance 
110. Document! eligible for recording 
120. Recording memorandum of leaae 
130. Action against recorder and atate 
900. Definition!

E ffective date o f chapter. — Section 44, ch. 161, 
SLA 1088, provides: "T h li Act takes effoct January 1, 
1980*

Legisla tive h is to ry  reports. — For a sectional

analysis and commentary on Sll 304, from which ch. 
181, SUV 10B8, which enacted this chapter, derivet, 
aee Senate-Houae Joint Journal Supplement No. 7, 
May 16. 1987.

Sec. 40.17.010. P lace o f record ing and accosa to record*, (a) Tho Department o f 
Natural Reeources shall provide at each public office designated by the department

(1) the documents and indices or alternative document retrieval system of the 
recording district or districts served by that public office;

(2) a machine, device or system with which to retrieve stored documents;
(3) a means for making copies of recorded documents and a person authorized by the recorder to certify the copies;
(4) to the extent money is appropriated for the purpose, a machine, device, or system 

capable of rapidly transmitting a document eligible for recording to a recorder at one 
piece o f recording in tho state, and a person to operate the machine, device, or system; if 
tho department determines that it is not feasible to provide a machine, device, or system 
in an office serving a recording district, it shall provide for transmitting documents from tho office by other expeditious means;

(5) instructions that explain to the public the formal requirements that a document must satisfy to be recorded^
(b) Tho department shall provide the staff and equipment to receive and record documents and to store them permanently.
(c) When rapid recording and rotrieval and secure storage of documents can be 

provided for a ll recording districts with a single place of recording in the state, the 
recorder shall record the documents at a single place in the state designated by the depsrtment.

7 R ecording in  P ublic R ecords 9 40.17.030

(d) The recorder shall provide reasonable public access during business hours to 
recorded documents, indices, and facilitiea provided for in this section. (9 1 ch 161 SLA 
1988)

Soc. 40.17.020. Recording conveyances, (a) A conveyance that is oligiblo for 
recording under At-' 40.17.030 and 40.17.110 may be offorod for recording only in tho 
rccordir." district i i which land affected by tho convoyanco is located. I f  land nlTcctcd by 
the conveyance is 1 -cated in more than one recording district, on original convoyanco may 
be offered Tor recording in the recording district in which part o f the land is located und 
an original or a certified copy may be offered for recording in each other recording district 
in which part of the land is located. A certified copy recorded baa the same effect from tho 
time it is recoided as though it were the original conveyance.

(b) A certified copy o f a conveyance that is eligible for recording under AS 40.17.030 
and 40.17.110 end that has been recorded or filed in a public recorder’s office in another 
state or in the United States Bureau o f Land Management may be offered for recording 
only in the recording district where land affected by the conveyance iu located. When 
recorded, it has tho samo effect from the time it is recorded as though it were tho original 
conveyance. (9 1 ch 161 SLA 1988; am 9 2 ch 119 SLA 1996)

Effect o f  amendment*. — The 1996 amendment, ing* for “recorded" in three places in subsection (a) and 
effective July 1, 1998, aubatituted "offered for record- In aubecction (b) end made minor stylistic ehnngcs.

NOTES TO DECISIONS

Applied in Denerdo v. Stale, 887 P.2d 947 (Alaska 
1994).

Soc. 40.17.030. Form al requiaitea fo r recording, (a) Except as provided in (b) und 
(c) of this scct;on, to be eligible for recording, a document must

(1) contain original signatures;(2) be legible or capable o f being converted into legible form by a machine or device
used in the recording office;(3) be capable of being copied by the method used in the recording office;

(4) contain a title reflecting the overall intent of the document;
(5) contain the infonnation needed to index the document under regulations o f the

department;(6) contain a book and page reference or aerial number reference i f  the document 
amends, corrects, extends, modifies, assigns, or releases a document previously recorded 
in thiB state;(7) contain the name and address o f the person to whom the document is to be returned 
after recording;(8) i f  it is a dead, contain the mailing addresses of all persons named in the document 
who grant or acquire an interest under the document;(9) be accompanied by or contain the name of tho recording district in which it is to bo
recorded; ond(10) be accompanied by the applicable recording fee set by regulation; if tho document 
is to be recorded for m>iltiplc purposes, it must be accompanied by tho applicable feo for 
each of the multiplo purposes.(b) lb  be eligible for recording, a certified copy of an official document from a 
governmental office need only meet the requirements o f (a) (2), (7), (9), and (10) of this 
section.(c) lb  be eligible for recording, an exact or fully conformed copy of an original document 
must be accompanied by an affidavit of the person offering the document. The affidavit 
must meet the requirements of (a) of this section and muBt state that
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tho exact or fully conformed copy was received by the person in tho course of the transaction;
(2) the original is not in the person's possession; and
(3) the instrument offered for recordation is an exact or fully conformed copy.
(d) The recorder shall prescribe the style, size, form, and quality that a document, plat,

plan, or Burvey map must satisfy for filing and recording under this chapter. (9 1 ch 161SLA 1088; am 9 3 ch 110 SLA 1006)
Effect o f amendment*. — The 199fl Amendment, 

efTectivo July 1, 1000, rewrote thla eectlon

NOTES TO DECISIONS

A nnota to r’*  note*. — Tiie caeca died in the note* acknowledgment requirement o f AS 34.16.160(a),
below were decided under former taw. while affecting recordation and idmisaibility, doeB not

Deed m ust be p rope rly  acknowledged and w it-  have tho effect of making the conveyance void aa
neeaed fo r reco rda tion .— A deed to a mining ciaim between the perties. Smalley v. Juneau Clinic Dldg.
that waa recorded without acknowledgment or other Corp.. 493 P.2d 1296 (Alaaka 1972).
proof of ita execution, and without tho eignaluro o f C ertifica te  o f no ta ry muat recite  knowledge o f
oubetxibing w itneue. was not entitled to be recorded Jdexalltr o f witneea. -  Since AS 34.16.210 and AS
anywhlere. ̂ k a  EyloraSon Co. v. Northern Mining 34.16.2So require the certificate o f a notary to contain
A  Trading Co. 162 F. 146 (9th Cir. 1607). 0 recital c f the acquaintance o f the officer with the

An unacknowledged conveyance “ “ no t be .^sc rib in g  witne.e, under auch dreum.tancee, the
ClirJc Bldg- Corp ’ 493 certificate m u.t contain euch a redta). or it  i .  in.uffi- P.2d 1296 (Aloska 1972). not y ,e recordation of the

B ut auch “ “ v«,y«n« i .  not vo id  u  between jn itn im ent. Na|,on v ^  4 Alaska 174 (1910).^ tb e  partree. — Failure to comply with the mandatory

Soc. 40.17.035. Recording criteria . When determining whether a document may be recorded, the recorder may not
(1) consider whether the contents o f the document are legally sufficient to achieve the purposes o f the document;
(2) reject a document because the document
(A) does not eatisfy the current requirements for recording i f  tho document satisfied 

tho requirements for recording that existed at the timo the document wbb executed;(B) serves more than one purposo;
(C) does not state the name of th i recording district i f  the name is given to the recorder 

at the time the document is offered for recording or if the name is contained in a cover letter accompanying Jie document;
(D) references an attached exhibit that is not labelled;
(E) is a certified copy of an official document that creates an interest in real property, 

that meets the requirements of AS 40.17.030(b), and thnt is from a governmental office; or
(3) require that a document that serves more than one purpose be recorded separately 

for each of the purposes; this paragraph does not prevent the multiple recording of the 
document i f the person offering the document requests that the document be recorded for 
more than one o f its purposes and tho r equest is accompanied by the applicable recording 
fee for each o f the multiple purpos i .  (9 2 ch 83 SLA 1088; am 9 4 ch 110 SLA 1006)

Rerl»or’4 "n o l*« r—" Formerly AS 34.16.343. Re- (h it  meet* the requirement* of AS 40.17.030(b),* »nd
numbered in 1089. deleted *in this or another etxte* following ‘ govern-

Croe* reference*. — For legislative finding*, tee menUl office' in ■ubparagnph (2XE). added 'and the
•*c. I. ch. 63, SLA 1986. requsit ie accompanied by the applicable recording fee

Effect o f amendmeut*. —. The 1996 amendment, for each of the multiple purpoeee* at the end of
effective July 1, 1866, In *ub*«ctlon (•), Inserted *, paragraph (3), m d made minor etyllaUc change*.

Sec. 40.17.040. Indexing, (a) The recorder shall maintain an index system for 
recorded documents in the manner proscribed by regulations adopted by the department.
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The system shall be designed so tho public may find documents by nomes of grantors and 
grantees, and the Bystem may include other means for locating the documents.

(b) [Repeated, § 5 ch 119 SLA 1996.1 (9 1 ch 161 SLA 1088; am 99 5, 14 ch 110 SLA
1096)

EfToct o f amendment*. — Tiie 1096 amendment, E d ito r's  uotes. — Section 16, ch. 119, SLA 1096 
effective July 1, 1696, inaertod 'location and by* in  the provides that the amendment to eubecction (a) mode
second sentence of subsection (a) and repealed aubeco by J 6, ch. 119, SLA 1996 'applies to document*
tion (b). received by the state recorder on or a ller July 1 ,1996*

NOTKH TO DKOIHtONH
Under form er provis ions Indexing waa held Mortcnaen v. Lingo, 13 Aleak* 419.99 F.Supp 685(D.

necessary fo r  constructive notice. — See Alaska 1961).

S e c . 40.17.050. I n c o r p o r a t io n  o f  m a s te r  fo rm . A recorded master form, or a 
numbered paragraph o f it, may be incorporated by reference in a recorded document by 
referring to the form by ita recording information and the number o f the paragraph to be 
incorporated. The reference has the same effect as if the master form or the numbered 
paragraph were reproduced in full in the record at the place where the reference to the 
form or paragraph ie made. (9 1 ch 161 SLA 1988)

Sec. 40.17.060. Documents executed under fo rm er law . I f  a document wbb 
executed in accordance with the law in effect ut the time tho document was executed, tho 
document remains recordable regardless o f later amendments to the law changing the 
manner in which that document is to bo executed. (9 1 ch 161 SLA 1988; am 9 6 ch 119 
SLA 1996)

Effect of amendment*. — Tho 1096 amendment, 40.17.110(b) or (c)" following " I f  a document* near the 
effective July 1, 1996, deleted Included under AS beginning.

See, 40.17.070. Duties o f  recorder, (a) The recorder shall promptly record all 
documents presented that ore recordable under AS 40.17.030 and 40.17.110.

(b) The recorder shall maintain in tho central recording office a daily log and index for
recorded documents.(c) As a document is recorded, the recorder shall indicate on or attach to each 
document the date, hour, and minute of recording, enter that information and a 
consecutive serial number in a daily log of documents without delay in the order in which 
the documents are received, and note the serial number on the document.

(d) I f  a document presented for recording is reviewed and rejected for recording, the 
recorder shall indicate on or attach to the document the date, hour, and minute of 
rejection and a citation of the statute requiring rejection. I f  tho document is later 
determined to be recordable in the form in which it waa earlier presented to the recorder, 
later recording does not relate back to the time and date of rejection. Recording is 
effective when the document is accepted for recording, regardless o f the cause of the 
rejection.(e) The recorder shall promptly copy recorded documents and place them in permanent 
records and shall note the recording information at the entry o f each document in the 
daily log.(f) Promptly after recording a document, the rccordor shall make the index entries 
required in this chapter end In the regulations of tho department.

(g) After recording, tho recordor shall rotum tho document to tho person who 
presented it or a  person designated by tho person who prcaontcd it.

(h) The recorder shall certify copies and provide a certified copy o f a recorded document 
to a  person who tenders tho proper fee.
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not required to record part of a document if the part is identified and 
the words “From Previoualy Recorded Master Form—Do Not Record” and the 

recorded part contains a reference to the master form's recording information. (5 1 ch 161 SLA 1988; am § 7 ch 119 SLA 1996)
Effect o f amendment*. — The 1990 amendment, 

effective July 1, 1996, made a section reference aub- 
•titution In aubaection (a).

Sec. 40.17.080. Effect o f recording on title  and rights; constructive notice, 
(a) Subject to (c) and (d) o f this section, from the time a document is recorded in the 
rocorde of the recording district in which land aflbcted by it is located, the recorded 
document is constructive notice o f tho contents o f tho document to subsequent purchasers 
and holders o f a security interest in tho same property or a part o f the property.

(b) Aconveyance of real property in the state, other than a lease for a term of less than 
one year, is void as against a subsequent innocent purchaser in good faith for valuable 
consideration of the property or a part of tho property whose conveyance is first recorded. 
An unrecorded conveyance is valid as between the ru-rtiea to it and as against one who 
has actual notice of it. In this subsection, “purchaser” incudes a holder of a consensus! 
interest in real property that secures payment or performance of an obligation.

(c) Tho recording o f on assignment o f a security interest iB not in itself notice to the 
debtor. The debtor may pay the assignor unless the debtor has actual notice of the assignment.

(d) A recorded option or agreement to enter into a contract in tho future ceases to be constructive notice for any purpose
(1) when six months have elapsed oiler the date of recording of the option or 

agreement, i f  tho recorded option or agreement contains no expiration date;
(2) when 30 days havo elapsed after the expiration date of tho option or agreement, if 

the recorded option or agrceraont contains an expiration date. (} 1 ch 161 SLA 1988)
NOTES TO DECISIONS

I. General Consideration.
II. Conatructivs Notice.

III. Unrecorded Conveyance.

I. GENERAL CONSIDERATION.

Annotator'a note#. — Many of the c a u l cited in 
the notea below were decided under former law.

Equitable eetoppel against u a c rt lo n  o f t it le . 
— A properly recorded title normally precludes an 
equitable estoppel ig a in it assertion o f ths t title  due 
to the requirement that the party raising the eetoppel 
be ignorant of the true state o f title  or reasonable 
means of discovering i t  Dressel v. Weeks, 779 P.2d 
324 (Alaska 1989).

Intoreat o f real estate loader In fix tu re *. — 
Industrial lighting and circuit breakers wired into a 
warehouse's electrical system that could be removed 
without damaging tho warehouse structure were fix­
tures, and the holder of a recorded deed of trust had a 
security interest in the fixtures which followed them 
upon their removal by tho installer who took them 
iubject to the lender's interest. K A 1. Diatribe , tne v. 
Kelly Elec., Inc., 908 P.2d 429 (Alaska 1995).

Cited in K  & L Diatribe , Inc v. Kelly Elec., Inc., 908 
P.2d 429 (Alaska 1996).

I I .  CONSTRUCTIVE NOTICE.
Undar form er provisions Indexing was bald

neceatary fo r  constructive nolicv. — See 
Mortensen v. Lingo. 13 Alaska 419,99 F. Supp. 685 ID. 
Alaska 19511.

Recordation o f repurchase contract gives con­
s tructive  knowledge of an interest In land. Metcalf 
v. Bartxand, 491 P.2d 747 (Alaska 1971).

Aa does recordation o f use restric tions. — 
Recordation of use restrictions provides persons with 
constructive notice. Stauber v. Granger, 495 R2d 67 
(Alaaka 1072).

Recorded document not en title d  to  recorda­
tio n  does no t give constructive notice. — Where a 
document setting forth the restrictions on a subdivi­
sion was recorded but, not having been witnessed or 
acknowledged, was not entitled to recordation, it  w.is 
Insufficient to constitute constructive notice. Ils lle t v. 
Sumpter, 14 Alaska 13, 106 F. Supp. 996 (D. Alaska 
1952).

Where a deed had but one witness, two then being 
necessary to to authorise the recording of a deed, and 
the only ecknowledgment waa befora the deed was 
altered, it  was filed without authority, waa not enti­
tled to regietratlon and had no affect aa against people 
w ith actual notice Waskey v Chambers, 224 U S. 664, 
32 S. a .  697, 66 L. Ed. 685 (1912).
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111. UNRECORDED CONVEYANCE.
A p p lica b ility  to  mortgages. — Former provi­

sions relating lo tho invalidity c f unrecorded convey­
ances applied to the recording of mortgagee, as well oa 
to Heeds and other conveyam-e. .fester v. Holt, t 
Alaska 667(1902).

Leasee o f m in ing  c la im  paying percentage u f 
m inerals la purchaser fo r  value. — Where a lessee 
of a mining claim ogrced to enter a l once and work the 
mine continuously and to pay a percentage of tho 
minerals nr metals extracted, hie working tho mine 
waa a valuable consideration and nonetheless eu i f  In 
tha event he waa reimbursed for hie expenditures and 
made a prvllt for hie trouble. Waekey v. Chambers, 
224 U.S. 664, 32 S. Ct. 697, 66 L. Ed. 886 (1912).

Q uitc la im  grantee aa subsequent Innocent 
purchaser. — Where the expressed coniideralion la 
nominal, and not paid, a grantee accepting a quit­
claim deed with (kill knowledge of a prior unrecorded 
deed, is not a bona fide purchaser for value, nor a 
“subsequent innocent purchaser... in good faith for a 
valuable consideration,' euch as is described in this 
section, snd the outstanding deed would not be void as 
to such a purchaser. Crossly v. Campion Mining C o, 1 
Alaska 391 (1901), distinguishing, Sabo v. Horvath, 
559 P.2d 1038 (Alaska 19761; Crossly v. Campion 
Mining Co., I Alaska 391 (1901), which referred (o a 
grantee accepting a quitclaim deed with full knowl­
edge of a prior unrecorded deed.

A quitclaim grantee can be protected by the record­
ing system, sssuming, o f course, the grantee pur­
chased for value consideration and did not otherwise 
have actual or constructive knawlcdgo as defined by 
the recording laws. Sabo » Horvath, 659 P.2d 1038 
(Alaska 1976)

Quitclaim deed, recorc . .  itsidc the chain or title, 
did not give constructive notice to subsequent grant­
ees and was not “duly recorded' under formor AS 
34.16.290. Sabo v Horvath, 659 P.2d 1038 (Alaska 
1976).

As between the  parties themselves, a convey­
ance la good w ithou t record. Wooldridge v. W ill­
iams, 6 Alaska 149 (1914), cert denied, Jsmes v. 
Nelson, 90 F.2d 910 <9th Cir.); 9 Alaska 235,302 U.S. 
721, 58 S. Ct. 41. 82 L  Ed. 658 (1937).

An unrecorded conveyance is void only against a 
subsequent innocent purchaser in good faith and for a 
valuable consideration of the same property, and is 
otherwise valid as between the parties. Pilip v. United 
States, 186 F. Supp. 397 (D. Alaska 1960).

An unrecorded deed is not rendered invalid as 
between the parties. Sturtevant v. Vogel, 167 F. 418 
(9th Cir. 1969).

Failure to comply with the acknowledged require­
ment o f AS 34.16.160(a) does not make an instrument 
invalid as between the parties to it, but rather cnly 
precludes ita recordation and thus its effectiveness as 
•gainst third persons Smalley v. Juneau Clinic Bldg. 
Corp . 493 P.2d 1296 (Alaska 1972)

23,

And unrecorded deed la va lid  aa to  priv lea o f
parttea. — Failure of recordation does not affect the 
validity of a deed as between parties and prtviea, far 
purposes of estoppol or otherwise. James v. Nelson, 90 
F.2d 910 (9th C ir ), cert, denied, 9 Alaska 235,302 U.S.
721, 68 S. Cl. 41, 82 L. Ed. 666 (1937).

This statute waa intended to protect innocent pur­
chasers ogainst unrecorded deeda to third parties, and 
not to deprive such purchasers o f their title , 'J  
against their own grontnra' privies, merely because 
their grnntors had failed to record their deed. As to 
innocent purchasers, this section is a shield, not a 
•word. James v. Nelson, 00 F.2d 910 (Olh Cir.). cert, 
denied. 9 Alsska 2.16,302 U S. 721,66 S. Ct. 41.82 L.
Ed. 556(1937).

The question o f recordation  la not Im portant 
wboro the facta ahow actual notice, .lames v. 
Nelson, 90 F.2d 910 (9th Cir.), cert, denied, 9 Alaska

16, 302 U.S. 721, 68 S. Ct. 41, 82 L  Ed. 666 (1937).
Purchaser m ay re ly  on pub lic  records. — It \

would h- Impossible for one who was nol pre*eut on I
the ground to pay vsluablo consideration ln good faith 
for real property in  reliance upon the public rccorda i f  I 
his title  could he overthrown by proor of vogue /
squoterr occupancy of land, genera) rumors, reports, I
surmises or gcnerid assertions as to ownership or title  /  
to lands where the deed is not timely o f record. /  
Nordling v. Carlson, 265 F,2d 507 (9th Cir. 1958).

But advereo possctaalon glvea notice o f rigbta.
— Where a person in in visible possession of real 
property adverse lo the world nnd open and notorious, 
notice must be taken of his actusl rights. A purchaser 
would be placed upon notice thereby. Nordling v. 
Carlson, 266 F.2d 507 (9th Cir. 1958).

A cond itiona l sales con trac t recorded p r io r  to 
a w a rra n ty  deed would take precedence over the 
deed. H ill v. Dale, 13 Alaska 690 (19521, ofTd, 15 
Alaska 14, 212 F.2d 480 (9th Cir. 1954)

Consideration fo r  purchase not given u n til 
a fte r p r io r  conveyance recorded. — Where a 
purchase is made, but the purchaser does not give 
substantial consideration until nAer a prior convey­
ance is recorded, the purchaser takes subject to the 
prior conveyance Lown v Nichols Plumbing ti Heat­
ing, Inc., 634 P.2d 664 (Alaska 1981).

Deed o f trus t recorded p r io r  to  f il in g  o f bank­
ru p tcy  pe tition . — See Alsop v. Alaska, Comm'r of 
Revenue, 22 Bankr. 1017 (I). Alsska 1982).

Grantee not chargeable w ith  discovery o f 
trans fe r to  ano ther p r io r  to  federal patent to  
grantor. - -  See Sabo v. Horvath, 659 P.2d 1038 
(Alaska 1976).

Effect o f Inco rrec t filing . — The purpose of this 
section, requiring the recording of aU conveyances of 
real property, ia to protect innocent purchasers 
against unrecorded deeds to third parties Neverthe­
less, where the grantee has recorded the deed and the 
recording officer incorrectly (ilea it, the document is 
deemed to be recorded. Gregor v City o f Fairbanks,
599 P.2d 743 (Alaska 1979)

Sec. 40.17.090. Conveyances and recorded documents as evidence, (a) A con­
veyance that is acknowledged, proven, or certified under AS 04.15.180 — 34.15 250 is 
idmissible os evidence of (he conveyance without further proof.
(b) An acknowledged and recorded signed document relating to title to rcnl property 

xeates presumptions with respect to title that 
(1) the document is genuine and was executed as the voluntary act of thu person

m m n r lin n  (a  ovnr-itf n i I  “
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tho person executing the document nnd the person on whose behalf it is executed 
are tho persons they are purported to bo and the person executing it was neither 
incompetent nor a minor at any relevant time;

(3) delivery of the document occurred notwithstanding a lapse of time between dates 
on the document and tho date of recording;

(4) any necessary consideration was given;
(5) the grantee, transferee, or beneficiary of an interest created or claimed by the 

document acted in good faith at all relevant times up to and including the time of the 
recording;

(6) a person purporting to act as an agent, attorney in fact under a recorded power of 
attorney or authority, officer of an organization, or in a fiduciary or official capacity, held 
tho position the person purported to hold, acted within the scope of the person’s authority, 
and in the case of an organization, the authorization satisfied all requirements of law; 
and in tho case of an agent, acted for a principal who was neither incompetent nor a 
minor at any relevant time and who had not revoked the agency;

(7) if the document purports to be executed in accordance with or to be a final 
determination in a judicial or administrative proceeding, or to be executed under a power 
of eminent domain, the court, official body, or condemnor acted within its jurisdiction and 
all steps required for tho oxccution of the title documont wcro taken;

(8) tho recitals and other statements of fact in a conveyance are true if the matter 
stated is relevant to the purpose of tho document;

(9) the persons named in, Bigning, or acknowledging the document and persons named 
in, signing, or acknowledging another related document in a chain of title are identical, 
i f  the persons appear in thoBe documents under identical names, or under variants of the 
names, including inclusion, exclusion, or use of

(A) commonly recognized abbreviations, contractions, initials, or colloquial or other 
equivalents;

(B) first or middle names or initials;
(C) simple transpositions that produce substantially similar pronunciations;
(D) articles or prepositions in names or titles;
(E) descriptions of entities as corporations, companies, or abbreviations or contrac­

tions of either; or
(F) name suffixes, such as “Senior" or “Junior” , unless other information appears of 

record indicating that they ore different persons; and
(10) all other requirements for the execution, delivery and validity of the document 

havo been satisfied.
(c) The presumptions stated in (b) of this section arise even if the document purports 

only to release a c l a ; r  convey an interest o f the person executing it or of the person on 
whose behalf it is executed.

(d) Facts stated in a recorded certificate of a public official in affidavit form or under 
tho seal of the official's office and derived from information or documents obtained or kept 
by the official us part of official duties are presumed to be true.

(e) I f  presumptions created by this section are inconsistent, the presumption applies 
lhat is founded upon weightier consideration of policy and logic. I f  these considerations 
are of equal weight, neither presumption applies. (9 1 ch 161 SLA 1988)

Croaa reference*. — For court rule* on admiaai- 
b ility o f public record*. »eo Evid. R  902d) and 100S.

NOTE8 TO DECISIONS

A nnota tor'* Dole*. — The cate* cited in the note* 
below were decided undtr former law 

Unacknowledged conveyance cannot be re­
corded and may not be read In evidence without

further proof o f the conveyance. Smalley v Juneau 
Clinic Bldg Corp , 493 P2d 1296 (Alaika 1972).

C ertifica te  m u it  be algned to  be evidence. — 
Where a rubber »Ump form of certificate by the
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recorder appeared on o mechanic'* lien but wee not proved nothing, an that there wee no euillcient proof of 
aigncd by the recorder, the lien waa proof of nothing the filing o f the lien. Howard v. Drenchawk Mining 
but ita own contente; the certificate not being eigncd Co , 7 Alnake 117 (1923).

S e c . 40.17.100. Recording a reconveyance. W hen the  p a rtie s  to a  recorded con­
veyance abso lu te  in  its  tormB in ten d  i t  to serve only bb secu rity  for rep ay m en t of a  debt, 
th e  conveyance is  abso lu te  a s  to all persons who re ly  upon it  in good fa ith  an d  for value 
before a  reconveyance is recorded. (9 1 ch 161 SLA 1988)

NOTES TO DECISIONS

Recordation of a repurchaae contract give* Metcalf v. Dartrond, 491 P.2d 747 (Alnekn 1971) 
conatruclive knowledge of an intereat in land, (decided under former AS 34.16.260 end 34.lfi.320).

Sec. 40.17.110. Documents eligible fo r recording, (o) Sub ject to  (b) — (d) o f th is  
section, a  docum ent th a t  m eets th e  requ isites for recording u n d e r AS 40.17.030 m ay be

recorded.
(b) I f  th e  docum ent to  be recorded is a conveyance, power o f a tto rney , con tract for tho 

sa le  o r p u rchase  of real property, or option for tho p u rchase  of real property, th e  docum ent

m u st be acknowledged.
<c) I f  th e  docum ent to  be recorded is a subdivision p la t, th e  docum ent m u st comply

w ith th e  requ irem en ts  o f AS 40.16.
(d) I f  th e  docum ent is  a  declara tion  u n d e r AS 34.08, i t  m ust comply w ith the

req u irem en ts  o f A S 34.08.090(b). (9 1 ch 161 SLA 1988; am  9 1 ch 39 SLA 1989; am  9 2 
ch 128 S IA  1992; am  9 8  ch 119 SLA 1996)

Revlaor'e nolee. — Paragraph (bXfi9) wee cnerlcd The 1992 amendment, effective July 1. 1993. ro­
se (bXCO) Renumbered in 1969, at which time former peeled paragraph <bX36).
(bX69> wee renumbered aa <bX60) and related minor The 1996 amondment, effective July 1, 1996, re
word changca were mado in (bX68) and (bX69), wrote this eection.

Effect of amendmente. — The 1989 amendment, 
effective May 13, 1969, added preaent paragraph
<bX69).

NOTES TO DECISIONS

Required rec ita l In certificate of notary. — ne*a, under aucb circumstance*, the certificate muat
Since AS 34 15 210 and AS 34 16 250 require the contain auch a recital, or it  i* inaulficient and w ill not
certificate of a notary to contain a recital of the outhorue the recordation of a contract NeUon V Lord,
acquaintance of Uie officer w ill) the aubtcribing wit- 4 Alaska 174 (1910) (decided under former low).

8cc. 40.17.120. Recording memorandum o f lonao. (o) Recording a m i-morundum 
o f leuse su b s tan tia lly  complying w ith  (b) o f th is  section h a s  th e  sam e effect a s  recording

th e  lease.
(b) A m em orandum  of leose is  a  docum ent signed by th e  lessor a n d  lessee and 

contain ing  a  reference to  a n  unrecorded lease, sublease, o r ag reem en t to  lease  o r 
sub lease, and  supply ing  a t  lea s t th e  following inform ation:

(1) th e  nam es of th e  p a rties ;
(2) addresses o f  th e  p a rties  se t ou t in th e  leaBe;
(3) th e  d a te  of tiie lease;
(4) a  description of th e  real property  leased or subleased;
(6) the  com m encem ent and  term ination  d a te s  of th e  lease  i f  fixed and , i f  no t fixed, th e

m ethod by which th e  da tes are  to be fixed; and
(6) a s ta te m en t of the  conditions upon which a  p a rty  m ay exercise a  r ig h t to ex tend  or 

renew  th e  lease o r to exercise a r ig h t to  purchase  o r refuse to  purchase  th e  real property  

o r  p a r t  o f it. (9 1 ch 161 SLA 1988)



See. 40.17.130. Action against recorder and stato. I f  the recorder fails lo record 
and indox a document properly, the recorder may be compelled to record and index the 
document properly by an action filed in tho superior court. (6 1 ch 161 SLA 1968)

Sec. 40.17.000. Definitions. In this chapter 
~Y' (1) “acceptance" means the determination by the recorder that a document is record­

able under this chapter accompanied by marking an identifying code on the document 
and entering the document in a daily log;

(2) “certified copy" means a copy of a document certified os correct by the custodian or 
other person authorized to moke the certification;

(3) “conveyance’  means a transfer o f an interest in real property other than by will or operation oflaw;
(4) “department" means the Department of Natural Resources;
(6) “document” means a writing, plat, plan, or map, and includes information in a form, 

such as electronic, mechanical, or magnetic storage; microfilm; or electronic data 
transmission signals, that can be converted into legible writing, plat, plan, or map form by a machine or device;

(6) “place of recording” means a place designated by the department where documents 
recordable under this chapter are recorded;

(7) “record” means tho acceptance of a document by the recorder that the recorder has 
determined iR recordable under this chapter and that is presented for recording in the 
place ofrocording designated for the recording district where affected property is located 
whether o.' not tho place of recording is in that district, and whether or not under 
applicable law the recorder is directed to record the document;

(8) “recorder" ineans tho commissioner of the deportment or the commissioner's designee;
(9) “recording district" moons a part of the state designated a recording district under AS 44.37.026; nnd
(10) “recording information” means information needed to find a document in the 

public records Buch os book and page, document number, electronic retrieval code, or 
other specific infonnation. (5 1 ch 161 SLA 1988)

NOTES TO DECISIONS

“Conveyance* Includes tease. — The statutory under former AS 34. IS 350).
definition of "convoysncc'in this section is sufficiently A lease is a conveyance. Smalley v. Juneau Clinic 
broad to include a lease. Smalley v. Juneau Clinic Bid*. Corp., 493 P.2d 1296 (Alaska 1972) (decided
Bldg. Corp., 493 P.2d 1296 (Alaska 1972) (decided under former AS 34.15.350).

Chapter 18. Preservation of Public Records.

[Repealed, § 3 ch 191 SI A  1970.1

Chapter 19. Recording Federal Liens.
Section Section

10. Applicability 40. Duties o f recorder
20. Place of recording 60. Uniformity of application and construction
30. Eaecution of notices and certificates

1.17.130 Puouc Records and Recorders

Effective date o f chapter. — Section 44, ch. 161, 
SLA 1988, provides: “TTtia Act takes effect Jsnusry 1, 
1989“

Leg isls llve  h is to ry  reports. — For s sectional

analysis and commentary on SB 304, from which ch 
161. SLA 1988, which enacted this chapter, derives, 
see Senate-House Joint Journal Supplement No. 7, 
May 16. 1937.

16 Recording Federal Liens {} 40.19.060
Soc. 40.19.010. Applicability. Tiie provisions of this chapter apply to federal tax 

liens nnd to other federal liens notice of which under nn Act of Congress or a regulation 
adopted under Die authority of an Act of Congress is required or permitted lo be filed or 
recorded in the same manner as a notice of federal tax lien. (} 38 ch 161 SLA 1988)

Soc. 40.19.020. P laco o f recording, (a) Notices of liens, certificates, and other 
notices affecting a federal tax lien or other federal lien shall be recorded under this 
chapter.

(b) Notices of lien upon real property for obligations payable to the United States and 
certificates and notices nifecUng the lien shall be recorded in the records of the recording 
district in which the real property Bubjcct to the lien is situated.

(c) Notices of federal lien upon personal properly, whether tangible or intangible, for 
obligations payable to the United StateB and certificates and notices affecting the lien 
shall be recorded in the records o f the recording district where the person against whose 
interest the lien applies resides at the time of recording o f the notico of lien.

(d) For purposes o f (c) of this section the residence of a corporation or partnership is 
the place in which the principal executive oflice o f the business is located. (5 38 ch 161 
SLA 1988)

Soc. 40.19.090. Execution o f notices and certificate*. Certification o f notices of 
lien, certificates, or other notices affecting federal liens by the United States Secretary of 
the TYoasury or by Die dcBignce of Die United Stales Secretary of tho Treasury, or by un 
official or entity of the United States responsible for filing, recording, or certifying, of 
notice of any other lien, entitles the notices or certificates to be recorded and further 
attestation, certification, or acknowledgement is not necessary. (Q 38 ch 161 SLA 1988)

See. 40.19.040. Duties o f recorder, (a) I f  a notice o f federal lien, a rerecording of 
notice of federal lien, or a notice of revocation of a certificate described in (b) of this section 
is presented to the recorder under AS 40.17, the recorder shall endorse on the notice an 
identification and the date and time of recording and enter it first in the daily log of 
documents and then in an alphabetical index showing the name o f the person named in 
the notice, the date and time of recording, the title of the official or entity certifying the 
lien, and the total amount appearing on the notice of lien.

(b) I f  a rerecorded notice o f federal lien referred to in (a) of this section or a certificate 
of release, nonattschment, discharge, or subordination of lien or a revocation of any of 
these certificates iB presented to the recorder for recording, the recorder shall record it in 
the way a document listed in (a) of Diis section would be recorded and shall enter the 
rerecorded notice or the certificate or revocation with tjie date o f recording in the 
alphabetical index together with n reference to the recording information for the original 
notice or certificate to which it relates.

(c) A lien on file with records of a recording dietrict on January 1, 1989 is considered 
lo have been recorded at the dale and time it was filed.

(d) In this section “rerecording” includes recording of a lien previously filed. (§ 38 ch 
161 SLA 1988)

Sec. 40.19.060. Uniform ity o f application and construction. Ib  the extent the 
provisions of this chapter follow the Uniform Federal Lien Registration Act (1978) they 
shall be applied and construed to effectuate their general purposo to make uniform the 
law with respect to Die subject of this chapter among the states enacting it. (8 38 ch 161 
SLA 1988)



Issues Fac ing  the A la ska  Comprehensive Health  In su ra n ce  
Association (CHIA)

Prepared by the Alaska Division of Insurance 
March 1997

B a c k g r o u n d :

T h e  A la s k a  C o m p re h e n s iv e  H e a lth  In s u ra n c e  A s s o c ia t io n  (C H IA )  w as  e s ta b lis h e d  in  1 9 9 2  b y  the 
A la s k a  L e g is la tu re  to  p ro v id e  a cce ss  to  h e a lth  in su ran ce  f o r  in d iv id u a ls  w h o  a re  c o n s id e re d  
u n in su ra b le  and  a re  u n a b le  to  g e t in s u ra n c e  in  the p r iv a te  m a rk e tp la c e . B y  its v e r y  n a tu re  C H IA  
w as n e v e r  in te n d ed  to  be a s e lf - s u p p o r t in g  en tity . I f  th e  p a rt ic ip a n ts  in  th e  p la n  w e re  a b le  to  
o b ta in  c o v e ra g e  in  the  p r iv a te  m a rk e t  b y  p a y in g  a  p re m iu m  a p p ro p r ia te  to  th e  r is k ,  th e re  w o u ld  be 
no  n e ed  f o r  the  p la n .

P a rt ic ip a n ts  p a y  a p re m iu m  based  o n  th e ir  age  and  c h o ic e  o f  d e d u c t ib le . T h is  p re m iu m  is  lim ite d  
by  la w  to  2 0 0 %  o f  the  s ta n d a rd  p re m iu m s  in  th e  m a rk e tp la c e . T h e  s h o r t fa l l  b e tw e e n  p re m iu m s  
c o lle c te d  an d  the  c o s t o f  th e  p la n  is fu n d e d  th ro u g h  p ro  ra ta  a s se ssm en ts  to  h e a lth  in s u re rs  
tra n sa c tin g  b u s in e s s  in  A la s k a . A d d it io n a l in fo rm a t io n  ab ou t C H IA  is in  th e  1 9 9 5  a n n u a l re p o r t  
w h ic h  w i l l  b e  p ro v id e d  u p o n  re q u e s t .

C H IA  a n d  s ta te  s e l f  i n s u r a n c e :

T h e  S ta te  o f  A la s k a 's  h e a lth  in s u ra n c e  p la n  re p re sen ts  a lm o s t  3 5 %  o f  th e  a s s e s s a b le  h e a lth  
in su ra n c e  p re m iu m s  w rit te n  in  A la s k a . U t i l i z a t io n  p ro je c t io n s  p ro v id e d  b y  th e  C H IA  
a d m in is t ra to r  to  the  le g is la tu re  an d  a d m in is t ra t io n  la s t y e a r  ra ised  c o n c e rn s  a b o u t la rg e  
a s se ssm en t in c re a se s  w h ic h  w o u ld  be  p a ssed  o n  to  the  s ta te ’ s h e a lth  p la n  an d  a d v e r s e ly  a f fe c t  th e  
sta te b u dg e t. C H IA  c h a irp e rs o n  C e c i l B y k e r k  ad d re ssed  these  c o n c e rn s  a t a  jo i n t  H E S S  S en a te  
and H o u s e  h e a r in g  o n  M a rc h  7 , 1 9 9 6 . H e  a ls o  d e sc rib e d  h ow  a d m in is t ra t io n  o f  th e  p la n  w as 
h am pe re d  and  m ad e  m o re  e x p e n s iv e  b y  e x is t in g  s ta tu tes .

T h e  C H IA  a d m in is t ra to r ’ s p ro je c t io n s  a s sum ed  that th e  1 9 9 3  and  1 9 9 4  g ro w th  ra te s  in 
p a rt ic ip a n ts  and  c la im s  w o u ld  c o n t in u e . In  th e  p ro g ra m ’ s fi rs t  y e a rs , ra p id  g ro w th  w a s  to  be 
e x p ec ted  as p r e v io u s ly  u n in su ra b le  c it iz e n s  s ig n ed  u p  f o r  the  n ew  p ro g ra m . H o w e v e r , th e  g row th  
d id  s ta b i liz e . A t  the  end  o f  1 9 9 6 , th e re  w e re  1 8 9  p a rt ic ip a n ts , an  in c re a se  o f  o n ly  5 p e o p le  d u r in g  
the y e a r . T h e  to ta l o f  c la im s  p a id  in  1 9 9 6  w as $ 1 ,6 7 2 ,4 9 0 .  T h e  C H IA  a d m in is t r a to r ’ s 1 9 9 6  
p ro je c t io n  had  been  f o r  2 5 3  p a r t ic ip a n ts  and  p a id  c la im s  o f  $ 3 ,5 1 5 ,9 6 5 .  A tta c h m e n t 1 c om p a re s  
the a d m in is t ra to r 's  and  th e  b oa rd 's  p ro je c t io n s  w ith  a c tu a l re su lts  th ro u g h  1 9 9 6 .

R e c en t c o n c u  s h a v e  b een  ra is e d  a b o u t th e  im p ac t o f  tn e  p ro p o s e d  “ s e l f  in s u ra n c e ”  o f  th e  sta te 
h e a lth  p la n  o n  C H IA . A s  s h o w n  in  A tta c h m en t 2 , the  p ro je c te d  net l i a b i l i t y  to  b e  fu n d e d  th ro u g h  
C H IA  a s se s sm en ts  is a p p ro x im a te ly  $1  m i l l i o n  in  1 9 9 7 , $ 1 .3  m i l l i o n  in  1 9 9 8  a n d  $ 1 .7  m i l l i o n  in



1 9 9 9 . U n d e r  th e  c u rre n t s ta te  h e a lth  p la n , th e  s ta te  sh a re  o f  these  C H IA  a sse ssm en ts  w i l l  be 
a p p ro x im a te ly  $ 3 2 7 ,0 0 0 ,  $ 4 1 9 ,0 0 0  and  $ 5 2 0 ,0 0 0 .  I f  th e  sta te  w e re  s e l f  in su re d , th e se  e x p e n s e s  
w o u ld  n o  lo n g e r  be  re q u ire d  in  th e  s ta te  b u dg e t. T h e  re s u lt  o f  sp re ad in g  th e  c u rre n t s ta te  
a s se ssm en t o v e r  o th e r  h e a lth  in s u re rs  w o u ld  s t i l l  be le s s  th an  h a l f  o f  o n e  p e rc e n t o r  a p p ro x im a te ly  
.3 5 % , .4 2 %  and  .4 9 % , c o m p a re d  to  .2 3 % ,  . 2 8 % ,  and  .3 4 %  i f  the sta te  c o n t in u e d  to  h a v e  an 
in su red  p la n .

T h e  im pac t o n  in su ran ce  p re m iu m s  w o u ld  n o t be  s ig n ific a n t . F o r  e x a m p le , an  in d iv id u a l p a y in g  
$ 4 0 0 /m o n th  f o r  h e a lth  in su ra n c e  c o u ld  e x p e c t th e ir  m o n th ly  p rem iu m  to  in c re a se  b y  o n ly  4 8 - 6 0  
cen ts as a re s u lt  o f  th e  state 's d e c is io n  to  s e lf - in s u re .

R e d u c in g  th e  c o s t o f  C H IA :

T h e  im p ac t o f  s ta te  s e lf - in s u ra n c e  o n  C H IA  c o u ld  be s ig n if ic a n t ly  o f fs e t  b y  s ta tu to ry  c h an g e s  
p e rm itt in g  the  C H IA  b o a rd  to  a d m in is t e r  th e  p la n  in  a m o re  e f fe c t iv e  an d  b u s in e s s - lik e  m a n n e r . 
F o r  in s f an ce , A la s k a ’ s h ig h  fe e s  c o u ld  be re d u c e d  b y  a l lo w in g  m o re  c o m p e t it iv e  b id d in g  f o r  th e  
a d m in is t ra t iv e  c o n tra c t . (A t ta c h m e n t  3 c o m p a re s  a d m in is t ra t iv e  fe e s  f o r  s im i la r  p la n s  in  A la s k a  
and  o th e r  s ta te s .) U n d e r  c u r re n t s ta tu te s , o n ly  th e  m em b e rs  o f  C H IA  can  b id  o n  the  c o n tra c t .

S e v e ra l le g is la t iv e  ch an g e s  w e re  in t ro d u c e d  in  1 9 9 6  a s  p a rt o f  a c om p re h e n s iv e  s t re a m lin in g  b i l l  
w h ic h  d id  n o t p a ss . T h is  y e a r , th e  C H IA  b o a rd  has requ ested  sep a ra te  le g is la t io n  to  h e lp  re d u c e  
C H IA ’ s a d m in is t ra t iv e  c o s ts , re s u lt in g  in  lo w e r  a sse ssm en ts  n e c e ssa ry  to  m a in ta in  th e  C H IA  
p ro g ram .



A T T A C H M E N T  1

Calendar Year

"Board 1997" shows actual numbers through 1996 and CHIA board 
projected numbers through 1999

"Board 1996" shows the most likely projections made in 1996 by the CHIA board 

"Aetna 1996" shows the projections made in 1996 by Aetna

—♦—Board 1997 
—■— Board 1996 
—• — Aetna 1996



ATTACHMENT 2

CHIA Financial Projections (1997-1999)
20% Claim Trend

S cen a r io  3:

1 p art ic ipan t per month grow th , curren t p rem ium s (1 7 5%  of s ta n d a rd )  th rough  1 9 9 7  and  in c re a sed  at 10%  after 1 9 9 7

Actual
1993 1994 1995 1996 I 1997 1998 1999

Average Members 23 110 167 189 194 206 218

Paid Premiums 88,375 348,744 479,001 610,173 698,400 815,760 949,608
Paid Claims 154,910 474,619 1,903,747 1,672,490 1,400,742 1,784,862 2,266,602
Administrator Expenses 35,600 101,587 155,183 243,832 262,645 315,872 334,272
Board Expenses 16,563 17,971 23,366 25,370 25,000 25,000 25,000

Net Liability to be Funded (118,698) (245,433) (1,603,295) (1,331,519) (989,987) (1,309,975) (1,676,267)

Estimated Assessable
Health Premium 317,000,000 347,000,000 362,000,000 392,000,000 424,000,000 460,000,000 499,000,000

Required Assessment as a
% Premium 0.04% 0.07% 0.44% 0.34% 0.23% 0.28% 0.34%

Required Assessment as a 
% Premium without State 
Employee Premium 0.06% 0.11% 0.71% 0.51% 0.35% 0.42% 0.49%



A T T A C H M E N T  3

Adm in istra tive Costs by State 
1995

Average Per Partic ipant
State # Participants Admin Cost per Month
WY 2 1 0 21,406 7.45
ND 1,378 201,809 1 2 . 2 0
Wl 10,188 1,847,775 15.11
OR 4,329 806,328 15.52
NE 3,349 627,948 15.63
MN 31,974 6,563,213 17.11
IA 1 , 2 2 0 256,489 17.52
MO 1,019 219,190 17.93
CA 19,277 4,400,000 19.02
KS 786 196,328 20.83
MT 295 73,964 20.93
MS 723 200,640 23.14
FL 2,038 571,665 23.38
WA 1,085 311,910 23.97
NM 991 322,636 27.13
IN 4,561 1,595,978 29.16
CT 1,257 505,818 33.55
CO 1,747 717,432 34.23
UT 695 311,122 37.30
SC 1,171 546,618 38.90
IL 4,780 2,526,158 44.04
LA 459 443,901 80.59
AK 95 154 178,909 97.13
AK 96 184 269,202 121.92

Maximum cost per partic ipan t per month: 97.13
M inimum cost per partic ipan t per month: 7.45

Average cost per partic ipant per month: 26.12

* Source: Comprehensive Health Insurance for High-risk 
Individuals, Communicating for Agriculture, 1996 Report
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Hoechst Marion Rousse l

° 7 - 0 7 - 9 7 P 0 2 :n  RCVD
H occhst Marion Roussel, Inc.

10236 Marion Park Drive 
Mail: P.O. Box 9627 
Kansas City, MO 64134-0627 
Telephone (HI6) 966-5000

Dear Elected Official:

The rapidly changing state of health care in America presents each of us in the health care 
industry with a series of tough challenges-challenges that demand innovative processes 
and solutions.

To help you address these challenges, Hoechst Marion Roussel is pleased to provide the
1997 edition of The Sta te o f Health Care in Am erica , as reported by Business & Health

magazine.

This unparalleled resource examines the complex and changing relationships among those 
who will tackle the most health care cha llenges-phys ic ians, patients, employers, providers, 
suppliers, and academicians.

As new processes and solutions are created, The S ta te o f Health Care in America 
forecasts trends and looks to future developments concerning:

• The difficulties associated with assessing the quality and value of health care.

• The developing role of the patient not only as a self-manager of care but also as
our ultimate health care customer.

• The impact of ongoing integration and consolidation in the health care marketplace.

• The creative “survival" plans that hospitals are implementing to meet health care
marketplace pressures.

We hope that The Sta te o f Health Care in Am erica will offer insight into your toughest 
health care challenges. As you face these challenges, we want you to continue to look to 
Hoechst Marion Roussel as a valued health care partner.

Jerry Hedrick
Vice President of Government Affairs 
9 7 9 5 1 4 0 5 / 0 5 7 8 C 7

P.S. If you would like an additional copy of The S ta te o f Health Care in America , 
contact Business & Health at 1-800-223-0581.

S ince re ly ,

H oechst M
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A M e s s a g e  fo o r t i .  H o e c h s t  M a r i o n  R o u s s e l

Kirk Sclweler 
Vice President 
Commercial Director U.S.

The slate of health care in America continues to offer 
each of us in the health care industry a series of tough 
challenges—challenges that require innovative 
solutions. Hoechst Marion Roussel can be your partner 
in finding these solutions. How will Hoechst Marion 
Roussel be of service to you?

• We will bring new pharmaceutical agents that treat 
significant unmet medical needs. Major therapeutic 
categories we're working in include cardiovascular 
diseases, respiratory diseases, infectious diseases, 
metabolic disorders, rheumatoid arthritis and other 
immune system disorders, the central nervous system; 
oncology and bone diseases.

• We will offer innovative services and resources that 
offer insight and information on today's significant 
health care issues. We made a long-term commitment to 
managed care before if became a widespread practice. 
Very early we realized that managed care organizations 
would play a vital role in shaping health care. As a 
result, we now focus on new areas of commitment 
including integrated health care systems, health 
management, health economics and outcomes, 
information management, and patient compliance
and satisfaction.

• We offer sales associates who can be valued partners 
in quality health care delivery. A skilled team of account 
managers and sales representatives understand and 
anticipate your needs in a changing health care 
marketplace.

• We will be at your service.

Health care will continue to change and adapt to 
patients' needs. If you are a clinical decision-maker, we 
offer breakthrough therapies for optimal health 
management, medical education, patient education 
and professional programs for staff development.

If you are an economic decision-maker, we can help 
you control costs and assess value by providing the 
latest information on health economics and real-world 
applications for outcomes measurement and 
management.

If you are a strategic decision-maker, we can provide 
benchmark data and competitive trends, the latest 
developments in pharmacy benefit management, 
integration of health care systems and information 
management.

As a continuing service, Hoechst Marion Roussel is 
committed to offering a broad range of information on 
the crucial questions that arise when we consider the 
state of health care in America. This 1997 edition of 
"The State of Health Care in America" addresses these 
questions with the goal of helping each of us better 
understand how heaiih care processes are changing and 
how we can ultimately impact these changes positively. 
Let's work together to improve the state of health care 
in America!



H o e c h s t  M a r io n  R o u s s e l  V IS IO N

A personalized health care system where each individual is an active and 
accountable participant

O u r  C o m m it m e n t  t o  H e a l t h c a r e

• To meet customers' diverse needs for products/services and resources

and the health care system itself

H o e c h s t R o u s s e l

HoccHst Marion Rour.sci, inc. • Kansas City, M O  6413*1 
A member o f  the Hoechst Group

Hoechst [El



17 Viewpoint: An argument 49 Viewpoint:for human consideration Unintended consequences
18 Private matters,public good
Millions of individual 
outcomes must be  
analyzed to define the 
disease management 
strategies that will make 
America healthier. How 
much of our privacy 
must we surrender in 
the process?

51 The consumer ashealth care manager
"Self-care" programs are showing you can cut 
expenditures by teaching consumers that they 
are in charge o f their own health.

55 The uninsured:An American time bomb
With the number of uninsured at 40 million and 
counting, the perils o f buck passing between the 
public and private sectors are clearer every day.

A- Health reformrediscovers the patient
Do the facts support the pron ise that our 
brave new health care system  is finally 
managing care instead o f cash? That's the 
overriding question for 1997.

9 Reality check: A snapshotof hospital care
Exclusive statistical analyses o f hospital 
charges, lengths o f stay and readmissions 
confirm som e widely held opinions about 
changing practice patterns—but shatter 
som e illusions as well.

34 Who needs the middleman?
Provider-sponsored organizations say they 
keep third party players from meddling in the 
doctor-patient relationship. While their viability 
is uncertain, their focus on quality is raising 
the competitive stakes.

39 Precipitating factors for pharmaceutical firms
What's the prevailing weather for 
drug companies and managed care? 
Conflicting patterns, but still a 
chance of cooperation.

44 Bridging the consumerinformation gap
Patients haven't been getting the whole stoiy 
about treatment options and how doctors are 
paid. Now there's a movement to loosen the 
gags and fill in the gaps.

1 2  Can consumers capture the essence of quality?
Makers of quality measures are suddenly 
inclined to ask J.Q. Public what matters most 
in comparing health plans.

25 Are we squeezingthe life out of hospitals?
A decade of cost cutting has left many 
hospitals in financial disarray, yet others are 
thriving amid the forces o f change. Their 
creative responses are blueprints for survival.

30 In the shadow of the managed care monolith
Merger after merger, the trend moves 
inexorably forward. But is bigger really better 
for your employees or your bottom line?

59 Should American health care include assisted suicide?
The wrenching 
debate pits 
individual rights 
against deeply 
held convictions 
about the role 
of physicians.
The social, ethical 
and, yes, financial 
implications are 
profound.
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H e a lth  re fo rm  
re d is c o v e rs  
th e  p a tie n t

Do the fac ts support the p rem ise  that 
our b rave n ew  health ca re  sy s tem  is finally 

m anaging ca re  in s te ad  o f cash?  That’s  
the overrid ing question  for 1997.

By Susan Carleton

a s t  D e c e m b e r ,  t h e  n a t i o n ' s  

l a r g e s t  m a n a g e d  c a r e  t r a d e  

g r o u p  h e l d  a  W a s h i n g t o n ,  

D . C . .  p r e s s  c o n f e r e n c e  l o  

l a u n c h  " P a t i e n t s  F i r s t , "  a n  i n i t i a t i v e  

t h a t  e n c o u r a g e s  h e a l t h  c a r e  p l a n s  t o  

l a y  t h e i r  c a r d s  o n  t h e  t a b l e  a n d  r e v e a l  

t h e i r  i n n e r  w o r k i n g s — p r o v i d e r  p a y ­

m e n t  m e c h a n i s m s ,  u t i l i z a t i o n  r e v i e w ,  

f o r m u l a r y  d e c i s i o n  m a k i n g  — t o  a l l  

i n t e r e s t e d  p a r t i e s .  T h e  p r o g r a m ,  s a y s  

A m e r i c a n  A s s o c i a t i o n  o f  H e a l t h  P l a n s  

( A A I I P )  p r e s i d e n t  K a r e n  I g n a g n i ,  

a i m s  t o  " r e s p o n d  l o  p a t i e n t  a n d  p h y s i ­

c i a n  n e e d s  b y  p u t t i n g  m o r e  i n f o r m a ­

t i o n  in  t h e i r  h a n d s  a b o u t  t h e  p o l i c i e s  

a n d  p r a c t i c e s  o f  h e a l t h  p l a n s . "

" W e  w a n t  p e o p l e  t o  s e e  h o w  w e  

f u n c t i o n , "  a d d s  M i c h a e l  H e r b e r t ,  

c h a i r  o f  A A H P ' s  b o a r d  o f  d i r e c t o r s  

a n d  p r e s i d e n t  a n d  c o - C F O  o f  P h y s i ­

c i a n s  H e a l t h  S e r v i c e s ,  a n  H M O  i n  t h e  

N e w  Y o r k  m e t r o p o l i t a n  a r e a .  " W c  

b e l i e v e  t h e r e  i s  v e r y  l i t t l e  o b j e c t i o n ­

a b l e  a b o u t  w h a t  w c  d o . "

I t ' s  u n c l e a r  w h e t h e r  A A I I P  w i l l  

c o m p e l  m e m b e r  p l a n s  l o  a b i d e  b y  t h i s  

n e w l y  a r t i c u l a t e d  p o l i c y .  A l t h o u g h  

t h e  o r g a n i z a t i o n  a n t i c i p a t e s  t h a t  m e m ­

b e r s  w i l l  t a k e  h e e d — " W e  e x p e c t  f u l l  

c o m p l i a n c e  w i t h  t h e  p o l i c y  b y  t h e  e n d  

o f  I 9 9 7 , "  s a y s  H e r b e r t — a n  e x e c u t i v e  

c o m m i t t e e  w a s  c o n s i d e r i n g  p o s s i b l e  

s a n c t i o n s  f o r  n o n c o m p l i a n c e .

T h e  A A H P ' s  n e w  o p e n - i n f o r m a l  i n n  

p o l i c y ,  w h i c h  i s  o f  a  p i e c e  w i t h  t h e  

p a t i e n t - c e n t e r e d  " P h i l o s o p h y  o f  C a r e "  

it a d o p t e d  e a r l i e r  la s t  y e a r ,  i s  j u s t  o n e  

s i g n  o f  w h a t  m a n y  o b s e r v e r s  s e e  a s  a  

r e t u r n  l o  b a s i c  p r i n c i p l e s  o f  m a n a g e d  

c a r c  — p r i n c i p l e s  t h a t  h a v e ,  u p  t o  n o w .  

t a k e n  a  b a c k s e a t  t o  p u r c h a s e r s *  o v e r ­

r i d i n g  c o n c e r n  a b o u t  c o s t s .  C h i e f  

a m o n g  t h e s e  n e g l c c l e  I f u n d a m e n t a l s  

i s  t h e  n o t i o n  o f  q u a l i t y . w h i c h  c o m ­

p r i s e s  e v e r y t h i n g  f r o m  t h e  s o u n d n e s s  

o f  t h e  d o c t o r - p a t i e n t  r e l a t i o n s h i p  l o  

m o r e  q u a n t i f i a b l e  m a t t e r s ,  s u c h  a s  t h e  

p e r c e n t a g e  o f  b r e a s t  c a n c e r  p a t i e n t s  

s t i l l  l i v i n g  l i v e  y e a r s  a l t e r  d i a g n o s i s .

A n o t h e r  f a c t o r  k e e p i n g  t h e  q u a l i t y  

o f  I I M O  c a r e  h i g h  o n  t h e  p u b l i c  a g e n ­

d a  i s  a n  n n d i m i n i s h e d  f l o o d  o f  s e n s a ­

t i o n a l  t in  l ia  r e p o r t s  o f  m a n a g e d  c a r e

m i s s t e p s  t h a t  c a s t  t h e  q u a l i t y / c o s t  

d i c h o t o m y  in  t h e  s t a r k  t e r m s  o f  g o o d  

v s .  e v i l .  L a s t  y e a r ' s  c a u s e  c e l e b r e  —  

s t r i c t  l i m i t s  o n  h o s p i t a l  s l a y s  f o r  n e w  

m o t h e r s  — t r i g g e r e d  a  s p a t e  o f  s t a t e  

a n d  f e d e r a l  l e g i s l a t i o n  f o r c i n g  i n s u r ­

e r s  t o  p a y  f o r  l o n g e r  s t a y s .  A n o t h e r  

v e r s i o n  o f  t h e  d r a m a ,  ( h i s  o n e  f e a t u r ­

i n g  o u t p a t i e n t  m a s t e c t o m i e s ,  i s  l i k e l y  

l o  b e  s t a g e d  in  l e g i s l a t u r e s  a c r o s s  t h e  

c o u n t r y  t h i s  y e a r .

P ub lic  p e rc e p tio n s , 
p u rc h a se r  rea lities
F x p e r t s  s a y  t h e  i m p l i c a t i o n  l h a t  m a n ­

a g e d  c a r e  i n e v i t a b l y  c o m p r o m i s e s  

q u a l i t y  i s  s e r i o u s l y  i n a c c u r a t e .  I n  a n  

e d i t o r i a l  l a s t  O c t o b e r  in  t h e  Journal of 
llte American Medical Association 
(JAMA), P a u l  M .  1211 w o o d .  J r . ,  M D .  

p r e s i d e n t  o f  i h e  J a c k s o n  D o l e  G r o u p ,  

a n d  JAMA e d i t o r  G e o r g e  D .  L u i u l -  

h e r g .  M D .  w r o t e  t h a t  " d e s p i t e  a n e c ­

d o t e s  ( s o m e  l u r i d ) ,  w e  h a v e  n o  o b j e c ­

t i v e  e v i d e n c e  o f  o v e r a l l  d e c l i n e  i n  t h e  

q u a l i t y  o f  c a r e  i n  t h e  n e w  s y s t e m . "  

P u t  e v e n  H I  I w o o d  a d m i t s  l h a t  t h e  

q u a l i t y  f a c t o r  h a s  g o t t e n  s h o r t  s h r i f t  in  

t h e  d r i v e  l o  c o n t r o l  c o s t s .

P r e s u m a b l y ,  t h e  f r i g h t e n i n g  a n e c ­

d o t e s  a b o u t  s u b s t a n d a r d  c a r e  t ire  m o r e  

c o m p e l l i n g  t o  t a b l o i d  e d i t o r s  a n d  

p o l i t i c i a n s  t h a n  t o  t h e  b u s i n e s s  c o m ­

m u n i t y .  A l t e r  t i l l ,  e m p l o y e r s  f u e l e d  t h e  

c o s t - c u t t i n g  d r i v e  in  t h e  f i r s t  d e c a d e  o f  

s e r i o u s  h e a l t h  c a r e  r e f o r m .  H v c n  n o w .  

t h e y  a r e  a t  l e a s t  a s  c o n c e r n e d  a b o u t  

t h e  c o s t  o f  c a r e  a s  t h e y  a r e  a b o u t  i t s  

q u a l i t y ,  a c c o r d i n g  l o  business A 
Health's s e v e n t h  a n n u a l  e x e c u t i v e  

o p i n i o n  p o l l .

H m p l o y e r s  r a t e d  r i s i n g  p r e m i u m  

c o s t s  f o r  e m p l o y e e s  a n d  d e p e n d e n t s  a s  

t h e i r  t o p  t w o  c o n c e r n s .  A s s u r i n g  q u a l ­

i t y  o f  c a r e  c a m e  i n  f o u r t h ,  a f t e r  

i n c r e a s i n g  g o v e r n m e n t  r e g u l a t i o n .  

S t i l l ,  t h e  p o l l  f o u n d  a  g r e a t e r  l e v e l  o f  

e m p l o y e r  c o n c e r n  a b o u t  q u a l i t y  t h a n  

i n  p a s t  y e a r s ;  W )  p e r c e n t  o f  r e s p o n ­

d e n t s  s a i d  t h e y  w e r e  “ v e r y  c o n c e r n e d "  

a b o u t  a s s u r i n g  q u a l i t y  o f  c a r e .

B u s i n e s s  l e a d e r s  c o n c u r  t h a t  

e m p l o y e r s  a n d  o t h e r  b u y e r s  a r e  g r o w ­

i n g  r e s t i v e  w i t h  t h e  s t a t u s  q u o .  

d e m a n d i n g  t h a t  h e a l t h  p l a n s  d e l i v e r  

m o r e  v a l u e  f o r  e v e r y  p r e m i u m  d o l ­

l a r — a n d  i n s i s t i n g  t h e y  d e m o n s t r a t e  

t h a t  v a l u e  w i t h  h a r d  n u m b e r s  a d d i n g
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p r a c t i c e s  o f  h e a l t h  p l a n s .

A l t h o u g h  p r o v i d e r  o r g a n i z a t i o n s  a r c  

c o n s p i c u o u s l y  a b s e n t  f r o m  F A c c t ' s  

b o a r d ,  t h e  g r o u p  h a s  a l s o  e s t a b l i s h e d  a 

h e a l t h  p l a n s  a n d  p r o v i d e r s  a d v i s o r y  

c o u n c i l .  “ S o m e  o r g a n i z a t i o n s  a r e  w a y  

a h e a d  i n  t e r m s  o f  q u a l i t y  o u t c o m e s  

m e a s u r e m e n t . "  s a y s  F A c c t  s p o k e s p e r ­

s o n  J u d i t h  G r a h a m .  A  n u m b e r  o f  

w e l l - e s t a b l i s h e d  H M O s  a n d  i n t e g r a t ­

e d  h e a l t h  s y s t e m s — t h e  M a y o  C l i n i c ,  

K a i s e r  P c r m a n e n t c ,  G r o u p  H e a l t h  o f  

P u g e t  S o u n d ,  f o r  i n s t a n c e — h a v e  b e e n  

m e a s u r i n g  a n d  m a n a g i n g  o u t c o m e s  

f o r  y e a r s .

B u t  t h e y  a r c  t h e  e x c e p t i o n s :  m o s t  

o f  t h e  h e a l t h  c a r e  s y s t e m  i s  n o t  y e t  

e q u i p p e d  t o  m e a s u r e  a n d  r e p o r t  o n  

o u t c o m e s ,  s a y s  F l l w o o d .  a n d  it n e e d s  

t o  g e t  i t s  a c t  t o g e t h e r  s o o n .  “ T h e  

h e a l t h  c a r e  s y s t e m  i s  c o m i n g  o u t  o f  

t h e  c l o s e t . "  h e  w r i t e s .  " P r o f e s s i o n a l  

b l a c k  b o x e s  a n d  u n d o c u m e n t e d  

c l a i m s  o f  s u p e r i o r  i n d i v i d u a l  c r e d e n ­

t i a l s  a n d  r e s u l t s  a r e  n o  l o n g e r  e n o u g h !  

O r g a n i z a t i o n a l  t r a n s p a r e n c y  a n d  r e a d ­

i l y  a v a i l a b l e  o b j e c t i v e  e v i d e n c e  o f  

h e a l t h  i m p r o v e m e n t  a r e  i n ! "

H e lp  fro m  th e  fe d s
F o r  i t s  p a r t ,  t h e  f e d e r a l  g o v e r n m e n t ,  

t h r o u g h  t h e  A g e n c y  f o r  H e a l t h  C a r e  

P o l i c y  a n d  R e s e a r c h  ( A I I C P R ) .  i s  f u r ­

t h e r i n g  t h e  q u a l i t y  c a u s e  b y  f u n d i n g  

p r o j e c t s  t o  h e l p  u n i f y  t h e  t h o u s a n d -  

o d d  m e a s u r e m e n t  t o o l s  d e v e l o p e d  b y  

p r i v a t e -  n n d  p u b l i c - s c c t o r  h e a l t h  c a r e  

p l a y e r s  in  t h e  la s t  s e v e r a l  y e a r s .

T h e  Q u a l i t y  M a n a g e m e n t  N e t w o r k  

( Q M N e t ) .  a d m i n i s t e r e d  b y  t h e  A n n  

A r b o r .  M i c h . - b a s e d  M H D S T A T  

G r o u p  a n d  t h e  H a r v a r d  U n i v e r s i t y  

S c h o o l  o f  P u b l i c  H e a l t h ,  i s  a  m a j o r  

s t e p  i n  l h a t  d i r e c t i o n .  Q M N e t  i s  

e s s e n t i a l l y  a  r e s o u r c e  s e t  u p  t o  a s s i s t  

" e v e r y  e n t i t y  th a t  i s  i n t e r e s t e d  in  m e a ­

s u r i n g  c l i n i c a l  p e r f o r m a n c e  - f r o m  

p h y s i c i a n s  t o  p h y s i c i a n  g r o u p s ,  h o s p i ­

t a l s .  q u a l i t y  i m p r o v e m e n t  c o o r d i n a ­

t o r s .  i n t e g r a t e d  d e l i v e r y  s y s t e m s ,  

m a n a g e d  c a r e  o r g a n i z a t i o n s  a n d  p u r ­

c h a s e r s . "  s a y s  l . o t i i s  I I .  D i a m o n d ,  

v i c e  p r e s i d e n t  a n d  m e d i c a l  d i r e c t o r  o f  

M H D S T A T .

u p  t o  q u a l i t y .  I t ' s  a  v i s i o n  th a t  

g o e s  b e y o n d  t h e  h e a l t h  c a r e  s e l ­

l i n g  l o  t h e  c o r e  o f  t h e  b u s i n e s s  

e n t e r p r i s e  i t s e l f .  " C o m p a n i e s  a r e  

r e a c h i n g  f o r  a  h u m a n  r e s o u r c e s  

m e t r i c . "  e x p l a i n s  R o b e r t  I7. C o l e ,  a  

d i r e c t o r  a t  t h e  W a s h i n g t o n  B u s i n e s s  

G r o u p  o n  H e a l t h  ( W B G I I ) .  "  T h e y  

w a n t  t o  b e  a b l e  l o  d e m o n s t r a t e  t h a t  

q u a l i t y  h e a l t h  c a r e  h a s  a n  e f f e c t  o n  

t h e  c o m p a n y ' s  b o t t o m  l i n e  — t h a t  

p r o d u c t s  c a n  b e  p r i c e d  m o r e  c o m p e t i ­

t i v e l y  i f  e m p l o y e e s  h a v e  l e s s  d i s a b i l i ­

t y  a n d  a b s e n t e e i s m  a n d  b e t t e r  m o r a l e  

a n d  p r o d u c t i v i t y  a s  a  r e s u l t  o f  t h e i r  

h e a l t h  c a r e . "

F A c c t :  A  p o w e r fu l a llia n ce
A d d i t i o n a l  e v i d e n c e  t h a t  e m p l o y e r s  

a r e  r e a d y  l o  s h i f t  t h e i r  f o c u s  l o  q u a l i ­

t y  c o m e s  f r o m  t h e  f o r m a t i o n  o f  I h e  

F o u n d a t i o n  f o r  A c c o u n t a b i l i t y  

( F A c c t ) .  a  e o n s t i m c r - p u r c h a s e r  g r o u p  

t h a t  i s  d e v e l o p i n g  o b j e c t i v e  q u a l i t y  

m e a s u r e m e n t  t o o l s  t o  g u i d e  i n d i v i d u ­

a l s  a n d  e m p l o y e r s  i n  c h o o s i n g  h e a l t h  

p l a n s .  " T h e  h o p e , "  s a y s  W B G I I ’ s  

C o l e ,  " i s  t h a t  F A c c t  m e a s u r e s  w i l l  

b e c o m e  t h e  i n d u s t r y  s t a n d a r d . "

U n f o r t u n  a t e l y . 

c o m p e t i n g  a m b i ­

t i o n s  o f  s e t t i n g  

n a t i o n a l  s t a n d a r d s  

p r e s e n t  a n  e n t i r e l y  

d i f f e r e n t  p r o b l e m  f o r  

t h e  h e a l t h  c a r e  i n d u s t r y .

( S e e  " C a n  c o n s u m e r s  c a p t u r e  

t h e  e s s e n c e  o f  q u a l i t y ' ? "  o n  p a g e  1 2 .1  

S o m e  o f  I h e  n a t i o n ’ s  l a r g e s t  

e m p l o y e r s  —  A m e r i c a n  H x p r e s s .  

A T A : T .  A m c r i t e c h .  G e n e r a l  M o t o r s  

a n d  F D S  H e a l t h  C a r e  I n d u s t r y  

G r o u p — a s  w e l l  a s  t h e  N a t i o n a l  B u s i ­

n e s s  G r o u p  o n  H e a l t h ,  a  l a r g e -  

e m p l o y c r  c o a l i t i o n ,  a r e  o n  F A c c t ' s  

b o a r d  o f  t r u s t e e s .  L a r g e  g o v e r n m e n t  

p u r c h a s e r s  i n c l u d e  t h e  H e a l t h  C a r e  

F i n a n c i n g  A d m i n i s t r a t i o n  ( H C F A ) ,  

t h e  U . S .  D e p a r t m e n t  o f  D e f e n s e  a n d  

t h e  F e d e r a l  H m p l o y e e x  H e a l t h  B e n e ­

f i t s  P r o g r a m .

H e a v y  h i t l e r s  o n  t h e  c o n s u m e r  

s i d e  i n c l u d e  I h e  A m e r i c a n  A s s o c i a ­

t i o n  o f  R e t i r e d  P c r s  is  a n d  t h e  A I  L -  

C I O .  T h e  c o m h i i u  ' c l  m l  o f  t h e s e  

e n t i t i e s ,  r e p r e s e n t i n g  d O  m i l l i o n  

A m e r i c a n s ,  i s  b o u n d  t o  h a v e  a n  

i m p a c t  o n  n a t i o n a l  p r i o r i t i e s  a n d  t h e
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Cost and . 
utilization

Member
satisfaction

HEDIS or other : 
.report cards

Disease
.(incidence

Condition-specific 
health status

Mortality 
rates.

Stirred by media reports of HMOs denying coverage or 
otherwise interfering with patient care, consumer groups, 
employers and even legislators have joined the backlash 
against health plans that appear to focus more on profits than 
patients. But many plans are snapping to attention as they 
compete to demonstrate that they can manage care, not just 
costs. Ihe chad below shows the types of quality t eports 
HMOs are putting before purchasers.
Percentage of HMOs reporting specific 
quality measures to employers

The accountability roll call

A t  t h e  p r o j e c t  s  c o r e  i s  A I I C P R ’ s  

C o m p u t e r i z e d  N e e d s - O r i e n t e d  Q u a l i ­

t y  M e a s u r e m e n t  ( { v a l u a t i o n  S y s t e m  

( C O N Q U I i S T ) .  a  d a t a b a s e  r e l e a s e d  

l a s t  A p r i l .  It s u m m a r i z e s  i n f o r m a t i o n  

o n  s o m e  1 , 2 ( 1 0  c l i n i c a l  p e r f o r m a n c e  

m e a s u r e s  o r i g i n a l l y  d e v e l o p e d  b y  j u s t  

a b o u t  e v e r y  g r o u p  w i t h  a  s t a k e  in  t h e  

c o n t e n t  o f  q u a l i t y  c a r e —  i n c l u d i n g  

A H C ’ l ’ R .  I K T A . l h c  U . S .  D e p a r t m e n t  

o f  V e t e r a n s  A f f a i r s ,  a  h o s t  o f  o t h e r  

f e d e r a l  a g e n c i e s ,  p l u s  t h e  N a t i o n a l  

C o m m i t t e e  l o r  Q u a l i t y  A s s u r a n c e  

( N C Q A ) ,  s t a t e  h o s p i t a l  a s s o c i a t i o n s ,  

h e a l t h  s y s t e m s ,  b u s i n e s s  c o a l i t i o n s  

a n d  r e s e a r c h  o r g a n i z a t i o n s  s u c h  a s  

H a r v a r d  U n i v e r s i t y  a n d  R A N I )  C o r p .

Q M N c t  w i l l  h e l p  C O N Q U E S T  

u s e r s  b y  p r o v i d i n g  t e c h n i c a l  s u p p o r t  

( v i a  p h o n e ,  I n t e r n e t  a n d  m a i l )  a n d  

h o l d i n g  a n n u a l  c o n f e r e n c e s ,  s t a r t i n g  

t h i s  y e a r ,  o n  s e a r c h i n g  t h e  d a t a b a s e

a n d  u s i n g  t h e  m e a s u r e s  it c o n t a i n s .  It 

w i l l  a l s o  a d d  t o  C O N Q U I i S T ’ s  c a p a ­

b i l i t i e s .  e x p a n d i n g  i n f o r m a t i o n  o i l  a  

n u m b e r  o f  m e d i c a l  c o n d i  i o n s  a n d  

i d e n t i f y i n g  g a p s  i n  I h e  d  i t a b a s e .  

I n f o r m a t i o n  o n  d i s e a s e - s p e c i f i c  e p i ­

d e m i o l o g y .  u t i l i z a t i o n  . . m l  c o s t s ,  

p o t e n t i a l l y  p r e v e n t a b l e  a d v e r s e  o u t ­

c o m e s .  c o m o i b i d i l i c s ,  r i s k  f a c t o r s  a n d  

r e c o m m e n d e d  c l i n i c a l  s e r v  i c e s  w i l l  

a l s o  b e  e x p a n d e d .  F i n a l l y . Q M N c l  i s  

c h a r g e d  w i t h  d e v e l o p i n g  p r i v a t e  s u p ­

p o r t  s o  it c a n  b e  s u s t a i n e d  b e y o n d  t h e  

t h r e e - y e a r  A I K  P R  g r a n t  p e r i o d .  " O u r  

h o p e  i s  t h a t  Q M N c l  u l t i m a t e l y  m a y  

a i d  i n  t h e  c r e a t i o n  o f  a  f r e e s t a n d i n g  

q u a l i t y  n e t w o r k , "  s a y s  A I I C I ’ R  

a d m i n i s t r a t o r  C l i f t o n  R .  ( i n u x .

H o w  d o e s  Q M N c t  fi t  i n  w i t h  o t h e r  

q u a l i t y  m e a s u r e m e n t  l e a d e r s  s u c h  a s  

F A c c t  a n d  t h e  N C Q A .  w h i c h  a c c t e d  

i t s  h e a l t h  p l a n s  a n d  a s s e s s e s  t h e m

t h r o u g h  i t s  j u s t - r e v i s e d  H e a l t h  P l a n  

E m p l o y e r  D a t a  a n d  I n f o r m a t i o n  S e t  

( H E D I S ) ?  B o t h  t h e s e  o r g a n i z a t i o n s ,  

a s  w e l l  a s  t h e  J o i n t  C o m m i s s i o n  o n  

A c c r e d i t a t i o n  o f  H e a l t h c a r e  O r g a n i z a ­

t i o n s  ( J C A H O ) ,  h a v e  s i g n e d  o n  a s  

a d v i s e r s  t o  Q M N c t .  A s  D i a m o n d  s e e s  

i t , " Q M N e t  p r o v i d e s  t h e  m e a s u r e m e n t  

i n f r a s t r u c t u r e  t o  a s s e s s  c l i n i c a l  q u a l i t y  

o f  h e a l t h  c a r c ,  a s  o p p o s e d  t o  t h e  u s e  

o f  c o s t  u n d  e x p e n d i t u r e  m e a s u r e s .  T h e  

C O N Q U E S T  d a t a b a s e  m e a s u r e s  

i s s u e s  t h a t  a r e  o f  c l i n i c a l  r e l e v a n c e :  

W h a t  d o e s  t h e  c l i n i c a l  e v i d e n c e  j u s t i ­

f y  f r o m  t h e  p o i n t  o f  v i e w  o f  s e r v i c e  

d e l i v e r y ?  I t ' s  l i k e  I h e  t h i r d  l e g  o f  a  

s t o o l ,  a d d i n g  a n o t h e r  d i m e n s i o n  o f  

u n d e r s t a n d i n g  l o  t h e  f i n a n c i a l  a n d  u s e  

m e a s u r e s  y o u  a l r e a d y  h a v e . "

C o u n te rva ilin g  fo r c e s
D e s p i t e  t h e s e  d e v e l o p m e n t s ,  m o v e ­

m e n t  t o w a r d  a  m o r e  r a t i o n a l ,  q u a l i t y ­

c o n s c i o u s  h e a l t h  c a r e  s y s t e m  i s  s l o w  

a n d  p a i n f u l .  " Q u a l i t y  a s s u r a n c e  a n d  

a c c o u n t a b i l i t y  i s s u e s  h a v e  a c q u i r e d  

g r e a t  u r g e n c y  a s  a  r e s u l t  o f  s e v e r a l  

t h i n g s , "  s a y s  F l l w o o d .  " O n e ,  t h e  p u b ­

l i c i t y  a b o u t  I I M O s  i s .  I b e l i e v e ,  e r o d ­

i n g  t h e  c o n f i d e n c e  a n d  t r u s t  i n  m a n ­

a g e d  c a r e ,  a n d  w i t h o u t  t h a t  t r u s t  t h e r e  

c a n  b e  n o  m a n a g e d  c a r e .  T w o .  h e a l t h  

p l a n  m a r g i n s  a r e  w a y  d o w n ,  a n d  

t h e y ' r e  h a v i n g  t o  b e  m u c h  m o r e  

a g g r e s s i v e  a b o u t  c o s t  c o n t r o l .  I n  

d o i n g  s o ,  t h e y ' r e  p a s s i n g  m o r e  r i s k  

o n t o  p r o v  i d e r s ,  w h i c h  m e a n s  p l a n s  a r e  

i n c r e a s i n g l y  l o s i n g  c o n t r o l  | o l  c a r e | . "  

T h e  r e s u l t :  P r o v i d e r s  a r e  a c c o u n t a b l e  

m a i n l y  f o r  k e e p i n g  c o s t s  d o w n ,  p o s s i ­

b l y  at  t h e  e x p e n s e  o f  q u a l i t y ,  w h i c h  a  

r e m o t e  I I M O  a d m i n i s t r a t i o n  m a y  n o t  

m o n i t o r  c l o s e l y .

F l l w o o d  d e c r i e s  h a m - h a u d e d  l e g ­

i s l a t i v e  a t t e m p t s  t o  r e s t r i c t  a n d  c o n t r o l  

m a n a g e d  c a r e .  In  t h e  C a l i f o r n i a  s t a l e  

l e g i s l a t u r e  a l o n e ,  m o r e  t h a n  1 0 0  h e a l t h  

c a r e  b i l l s  h a d  b e e n  i n t r o d u c e d  b y  la s t  

O c t o b e r .  I f  t h e  s y s t e m  i s  m i c r o m a n ­

a g e d  b y  t h e  l i k e s  o l  C o n g r e s s  a n d  s t a t e  

l e g i s l a t u r e s ,  h e  s a y s ,  w e  m i g h t  a s  w e l l  

a b a n d o n  a l l  h o p e  o f  a p p l y i n g  r a t i o n a l  

s t a n d a r d s  t o  h e a l t h  c a r e .

E q u a l l y  t r o u b l i n g ,  a l r e a d y  s t r a p p e d

S o u rce :  Th e  InlorSludy Competitive Edge. 5.1.
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h e a l t h  p l a n s  m a y  b a l k  a t  t h e  e x p e n s e  

o f  c a r e f u l  q u a l i t y  m o n i t o r i n g  a n d  

r e p o r t i n g .  " W h e n  t h e  h e a l t h  c a r e  

p l a n s  s t a r t  t h e  m e a s u r e m e n t  p r o c e s s ,  

it  w i l l  c o s t  t h e m  s o m e t h i n g ,  a n d  

t h e y ' l l  s a y  t h a t  t h e r e  i s n ’ t e n o u g h  

m o n e y  i n  t h e  p r e m i u m  t o  c o v e r  i t , "  

s a y s  W B G I I ’ s  C o l e .  “ T h e n  p u r ­

c h a s e r s  w i l l  h a v e  t o  t e l l  t h e m  i t ' s  j u s t  

t h e  c o s t  o f  d o i n g  b u s i n e s s .  M y  f e e l ­

i n g ,  t h o u g h ,  i s  l h a t  t h e  p l a n s  a r e  g o i n g  

t o  h a v e  t o  l e a r n  q u i c k l y  t h a t  t h e y  n e e d  

t o  d o  m e a s u r e m e n t  l o  s l a y  c o m p e t i ­

t i v e . "  R e g a r d l e s s  o f  w h o  w i n d s  u p  

b e a r i n g  t h e  c o s t ,  t h e  i n e v i t a b l e  s t a n d ­

o f f  b e t w e e n  p r o f i t - s q u e e z e d  h e a l t h  

p l a n s  a n d  t i g h t - l i s t e d  b u y e r s  w i l l  a l s o  

s l o w  t h e  p a c e  o f  c h a n g e .

I n v e s t m e n t  in  i n f o r m a t i o n  t e c h n o l ­

o g y  w i l l  a c c o u n t  f o r a  l a r g e  p a r t  o f  t h e

" c o s t  o f  d o i n g  b u s i n e s s , "  C o l e  c i t e s .  

A c c o r d i n g  t o  a  r e c e n t  r e p o r t  f r o m  t h e  

C o u n c i l  o n  C o m p e t i t i v e n e s s ,  a  f o r u m  

m a d e  u p  o f  b u s i n e s s ,  a c a d e m i c  a n d  

l a b o r  e x e c u t i v e s ,  “ T h e  h e a l t h  i n d u s ­

t r y ’ s  o v e r a l l  s p e n d i n g  o n  i n f o r m a t i o n  

s y s t e m s  s t i l l  t r a i l s  t h a t  o f  o t h e r  i n f o r ­

m a t i o n - i n t e n s i v e  s e c t o r s . ”

E x i s t i n g  s y s t e m s  t e n d  t o  s e r v e  

a c c o u n t i n g  r a t h e r  t h a n  c l i n i c a l  f u n c ­

t i o n s ,  a n d  t h e y ’ r e  r a r e l y  n e t w o r k e d  in  

a n y  c o h e r e n t  p a t t e r n ,  e v e n  w i t h i n  

l a r g e  o r g a n i z a t i o n s .  T h u s ,  t h e  d a t a  

m o s t  e s s e n t i a l  f o r  q u a l i t y  m e a s u r e ­

m e n t  a r e  e i t h e r  n o n e x i s t e n t  o r  s c a t ­

t e r e d  w i l l y - n i l l y  t h r o u g h o u t  t h e  s y s ­

t e m  a m o n g  p r i m a r y  c a r e  p h y s i c i a n s ,  

s p e c i a l i s t s ,  h o s p i t a l s ,  m e m b e r  s e r v i c e s  

o f f i c e s  a n d  p h a r m a c i e s .

T o  l i t  t h e s e  d i s p a r a t e  d a t a  t o g e t h e r .

h e a l t h  p l a n s  n e e d  s t a t e - o f - t h e - a r t  

i n f o r m a t i o n  s y s t e m s .  E s t i m a t e d  c o s t s  

r a n g e  f r o m  $ 5  m i l l i o n  t o  $ 5 0  m i l l i o n  

a n n u a l l y ,  t h e  C o u n c i l  r e p o r t s .  B a r r i n g  

p r e m i u m  i n c r e a s e s  o r  e v e n  s m a l l e r  

m a r g i n s ,  m a n y  p l a n s  m a y  b e  u n a b l e  t o  

m a k e  t h i s  i n v e s t m e n t .  ( S e c  “ P r i v a t e  

m a t t e r s ,  p u b l i c  g o o d "  o n  p a g e  1 8 . )

Lo o k in g  a h e a d
C o n s u m e r s ,  o f  c o u r s e ,  a r c  t h e  w i l d  

c a r d s  in  t h e  g a m e  o f  r e s h a p i n g  m a n ­

a g e d  c a r e .  A n d .  i f  t h e  f e d e r a l  h e a l t h  

r e f o r m  d e b a c l e  o f  10 9 4  t a u g h t  u s  a n y ­

t h i n g ,  i t ' s  t h a t  c o n s u m e r  a t t i t u d e s  

a b o u t  h e a l t h  c a r e  a r e  d e e p - s e a l e d  a n d  

c o n t r a d i c t o r y .  W e  w a n t  b e t t e r  a c c e s s  

t o  c a r e ,  u n i v e r s a l  c o v e r a g e ,  t h e  d i s ­

c r e t i o n  t o  c h o o s e  ( a n d  c h a n g e )  d o c ­

t o r s  a t  w i l l — a n d  v i r t u a l l y  n o  l i m i t s  o n

Changing directions in patient care
The focus and site of health care delivery shifted radically during the first half o f the decade. 
According to national insurance claims data analyzed by the MEDSTAT Group, the average 
length of hospital stay fell by 22 percent between 1991 and 1995, while the number of outpatient 
services grew by 33 percent. Note how the pace slackened in the final year reported.

S o u rce :  Th e  M E D ST A T  G rou p  M m holS can®  D alabnso ,  ‘ Estimated.

1991 1992 1993 1994 1995*
Year

Average length of 
hospital stay

Outpatient services 
per 1,000 covered lives

Number ol 
services delivered

11,068
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Health costs may be heading up again
Employers' costs for health benefits rose a moderate 
2.5 percent last year, still below the overall rate of inflation, 
according to a Foster Higgins survey of about 3,300 employers. 
But health plan costs may go up 4 percent this year. Several 
factors are contributing to the upward trend: Most employers 
have already benefited from the one-time savings of
switching to a managed care plan, HMO rates are 
rising, and the ongoing consolidation of providers 
has given them more bargaining power 
with health plans.

Average health benefit /A, 
cost per employee 

£  (active and retired)

$3,915

1992 1993
S ource :  Fosler  Higgins.

1994 1995 1996

t h e  s e r v i c e s  w e  r e c e i v e .  In  f a c t ,  o n e  o f  

t h e  l a t e s t  t w i s t s  i n  h e a l t h  c a r e  o f f e r ­

i n g s .  s o - c a l l e d  " u n r e s t r i c t e d  p l a n s , ”  

l o o k  a  l o t  l i k e  p l a i n  o l d  f e e  f o r  s e r v i c e ,  

a l b e i t  w i t h i n  a n  e s t a b l i s h e d  p r o v i d e r  

n e t w o r k .  S u c h  u n r e s t r i c t e d  p l a n s  a l l o w  

p a t i e n t s  t o  s e l f - r c f c r  l o  s p e c i a l i s t s ,  

b y p a s s i n g  t h e  p r i m a r y  c a r e  g a t e k e e p e r  

r o l e  e n t i r e l y .  T h a t ,  s o m e  c r i t i c s  s a y ,  is  

a  d a n g e r o u s  s t e p  b a c k w a r d .

" H e a l t h  c a r e  p r o g r a m s  t h a t  o f f e r  

d i r e c t  a c c e s s  t o  s p e c i a l i s t s  a n d  s u b s p e -  

e i a l i s t s  i m p l y  t h a t  t h e  p r i m a r y  c a r e  

p r a c t i t i o n e r  is  a  r o a d b l o c k  l o  s p e c i a l t y  

c a r e . ”  n o t e s  M e l a n g e  M a t t h e w s ,  w h o  

h e a d s  t h e  C a l i f o r n i a  P r i m a r y  C a r e  

C o n s o r t i u m ,  t in  o r g a n i z a t i o n  f o r m e d  t o  

i m p r o v e  a c c e s s  t o  q u a l i t y  p r i m a r y  c a r e  

i n  u n d e r s e r v e d  a r e a s  o f  C a l i f o r n i a .  

“ A c t u a l l y ,  d i r e c t - a e c e s s  p l a n s  m i g h t  d o  

m o r e  h a r m  t h a n  g o o d  b y  i n l e t r u p t i i  g  

a n d  t h u s  i n t e r f e r i n g  w i t h  t h e  p a t i e n t -  

p r i m a r y  c a r e  p h y s i c i a n  r e l a t i o n s h i p  

a n d  t h e  p a t i e n t ' s  a c c e s s  t o  q u a l i t y ,  

c o m p r e h e n s i v e ,  c o o r d i n a t e d  h e a l t h

c a r e .  P e r h a p s  p l a n s  s h o u l d  p a y  m o r e  

a t t e n t i o n  t o  p r o v i d i n g  g r e a t e r  e a s e  a n d  

f l e x i b i l i t y  t o  p r i m a r y  c a r e  p r a c t i t i o n e r s  

w h e n  t h e y  w a n t  t o  r e f e r  p a t i e n t s  t o  

o t h e r  s p e c i a l i s t s  a n d  s u b s p e c i a l i s t s . "

M o s t  v i s i o n s  o f  t h e  h e a l t h  c a r e  s y s ­

t e m  f o r  t h e  n e w  m i l l e n n i u m  s t r e s s  t h e  

c e n t r a l  r o l e  o f  t h e  c o n s u m e r / p a t i e n t ,  

a s s i g n i n g  i n d i v i d u a l  e m p l o y e e s  o r  

b e n e f i c i a r i e s  m o r e  r e s p o n s i b i l i t y  f o r  

d i s c e r n i n g  a n d  c h o o s i n g  q u a l i t y  a n d  

v a l u e  i n  t h e i r  c a r e .  A s  s o o n  a s  c o n ­

s u m e r s  h a v e  m e a n i n g f u l  p e r f o r m a n c e  

a n d  o u t c o m e s  d a t a  o n  a l l  t h e i r  

o p t i o n s ,  t h e y  w i l l  f l o c k  t o  t h e  p l a n s  

t h a t  o f f e r  t h e  h i g h e s t  q u a l i t y  c a r e ,  in  a  

d e m o n s t r a t i o n  o f  m a r k e t  f o r c e s  w o r k ­

i n g  j u s t  t h e  w a y  t h e y  s h o u l d — o r  s o  

t h e  t h i n k i n g  g o e s .

R i g h t  n o w ,  t h o u g h ,  s u r v e y s  s u g g e s t  

t h a t  a  s o m e w h a t  l e s s  r a t i o n a l  p r o c e s s  

s t e e r s  c o n s u m e r  c h o i c e s  in  h e a l t h  p l a n s  

a n d  d o c t o r s .  ( S e e  " B r i d g i n g  t h e  c o n ­

s u m e r  i n f o r m a t i o n  g a p "  o n  p a g e  4 4 . )

D o e s  t h i s  m e a n  th a t  t h e  q u a l i t y  i n i ­

t i a t i v e s  o f  h e a l t h  c a r e  p u r c h a s e r s  a n d  

p o l i c y  m a k e r s  h a v e  a l l  b e e n  f o r  

n a u g h t ?  F e w  o b s e r v e r s  w o u l d  s u b ­

s c r i b e  t o  s u c h  a  p e s s i m i s t i c  v i e w .  

I n s t e a d ,  t h e  p r e v a i l i n g  a t t i t u d e  i s  t h a t  

c o n s u m e r s  n e e d  t o  l e a r n  h o w  t o  s h o p  

f o r  h e a l t h  c a r e  a n d  u s e  t h e  s y s t e m  

m o r e  w i s e l y .  ( S e e  " T h e  c o n s u m e r  a s  

h e a l t h  c a r e  m a n a g e r "  o n  p a g e  5 1 .)

A  p r o g r a m  B l u e  C r o s s  a n d  B l u e  

S h i e l d  o f  M i n n e s o t a  h a s  a d o p t e d —  

w h a t  c o m p a n y  s e n i o r  v i c e  p r e s i d e n t  

M a r y  A n n  S t u m p  c a l l s  a  “ t r a n s f o r ­

m a t i v e  p a r a d i g m "  l a b e l e d  “ C u s -  

t o m e r * i s m " — e x e m p l i f i e s  t h e  n e w  

a p p r o a c h .  " T h i s  p a r a d i g m  e n c o u r ­

a g e s  m e m b e r s  t o  m i g r a t e  f r o m  t h e  

p a s s i v e  m e d i c a l  r e c i p i e n t  r o l e  t o  a  

m o r e  a c t i v e  m e d i c a l  c u s t o m e r  r o l e .  

T h a t  s h i f t  e n t a i l s  m e m b e r s  t a k i n g  p e r ­

s o n a l  r e s p o n s i b i l i t y  f o r  i n t e r a c t i n g  

w i t h  c a r e g i v e r s  i n  e f f e c t i v e  w a y s , "  

S t u m p  e x p l a i n s ,  i n  t h e  n e x t  e v o l u t i o n ­

a r y  s t e p ,  m e d i c a l  c u s t o m e r s  b e c o m e  

h e a l t h  c u s t o m e r s .  " H e a l t h  c u s t o m e r s  

n o t  o n l y  p a r t i c i p a t e  a c t i v e l y  i n  c a r e  

d e c i s i o n s  a n d  a c c e s s  t h e  s y s t e m  a p p r o ­

p r i a t e l y .  b u t  t h e y  a l s o  l e a r n  h o w  t o  b e l ­

t e r  m a i n t a i n  t h e i r  o w n  h e a l t h ,  u s i n g  t h e  

h e a l t h  p l a n  a s  a  r e s o u r c e , "  s h e  a d d s .

W i t h  b u s i n e s s  l e a d i n g  t h e  w a y ,  g o v ­

e r n m e n t  d o i n g  i ts  p a r t  b u t  n o t  o v e r s t e p ­

p i n g  i t s  b o u n d s ,  h e a l t h  c a r e  s y s t e m s  r i s ­

i n g  t o  t h e  c h a l l e n g e  a n d  c o n s u m e r s  

l e a r n i n g  t o  m a k e  r a t i o n a l  c h o i c e s ,  t h e  

h e a l t h  c a r e  s y s t e m  h a s  b e g u n  t h e  t r a n s i ­

t i o n  t o  f u l l  a c c o u n t a b i l i t y  a n d  t r i t e  c o m ­

p e t i t i o n .  a  m o d e l  m o r e  in  k e e p i n g  w i t h  

H l l w o o d ' s  o r i g i n a l  v i s i o n .

H o w  l o n g  t h e  t r a n s f o r m a t i o n  w i l l  

t a k e  i s  a  m a t t e r  o f  d e b a t e .  W h i l e  o p t i ­

m i s t s  p r e d i c t  r e a l  r e f o r m  b y  c e n t u r y ' s  

e n d ,  r e a l i s t s  e x p e c t  n o  m a j o r  c h a n g e  

f o r  at  l e a s t  a n o t h e r  d e c a d e .  In  t h e  l o n g  

r u n ,  t h o u g h ,  b o t h  g r o u p s  a r e  b e t t i n g  

t h a t  I h e  i n v e s t m e n t  i n  d e m o n s t r a b l e  

q u a l i t y  c a r e  w i l l  p a y  o f f  i n  i m p r o v e d  

l i f e l o n g  h e a l t h  — a n d  i m p r o v e d  p r o ­

d u c t i v i t y — f o r  i h e  e n t i r e  w o r k f o r c e .

Susan Carleton is a freelance 
writer based in Mt. Kisco, N.Y., 
who frequently covers health and 
medicine.
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R e a l i t y  c h e c k :  A  s n a p s h o t  o f  h o s p i t a l  c a r e
Be cautious in your assumptions about the effi­
ciencies that can be gained from managed care. 
That's the conclusion to be drawn from two 
analyses by The MEDSTAT Group, Ann Arbor, 
Mich., based on hundreds of thousands of insur­
ance claims from employees in large companies.

In the first set of charts, average lengths of stay 
for each o f four procedures declined between 
1992 and 1994. Did shorter hospital stays cause

problems? For coronary artery bypass grafting 
and Cesarean section, the percentage o f 
patients who needed to be readmitted within 30 
days and 90 days progressively rose. The per­
centage o f readmissions after transurethral 
prostatectomy generally declined, while readmis­
sions after acute myocardial infarction fluctuated.

Data from the second analysis are shown on 
the next two pages.

Readmission rates according to average length of stay

Coronary artery bypass Cesarean section
Average length of stay Average langth of stay

19.0 days EQg|3.8days

9.4 days ^ ^ 3 ,  days

8.6 days 3.5 days

% readmitted within 30 days % readmitted within 30 days

1  »•«
go.8%

H IS S E S §0.8%

% readmitted within 90 days % readmitted within 90 days

m m 10.4%

§| 0.8%

1 1 1 1 1 1 1 1 ] |l.0%

Acute myocardial infarction Prostatectomy
Average length of stay Average length of slay

H I 5.8 days ^^§^3.6 days

JU  5.5 days 3.1 days

1 1 1 1 1 1 1 1 1  5-° 3.0 days

% readmitted within 30 days % readmitted within 30 days

1  15 3% 1 , / -  ir 1 1’2%

■ h h h h b & i §  0.7%
1 ■ ■ •1 |  0.4%

% readmitted within 90 days % readmitted within 90 days
l l : ' -  ; :: 22<-• R ’ 1 1 1

|  ’ 20.6% m
M S

N olo :  R ea d m iss ion s  are lor d ia g n o s e s  within Ihe s a m e  major  d iagnosl ic  category. 

S o u rce :  Th e  MEDSTAT G rou p  M arketScan® Database .
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Reality check: A snapshot of hospital care
The second set of data analyzed by The MED­
STAT Group suggests that local practice pat­
terns may overpower strong managed care 
influences. This analysis of 1994 data looks at dif- 
ferent-sized populations with low penetration of 
HMOs (less than 25 percent of the total metro- 
politan-area population) versus those with high 
penetration (greater than 25 percent). For hos­
pital care overall, high managed care penetra­
tion was associated with a statistically significant

decrease in average length of stay in large and 
small metropolitan areas, but not in medium-size 
metropolitan areas.

Despite shorter stays, however, large metro­
politan areas with high managed care penetra­
tion sh ow ed  significantly higher hospital 
charges per admission than their counterparts 
with less mar '.aged care. On the page opposite 
are cost and length-of-stay data for specific 
procedures.

Impact of managed care penetration— total inpatient admissions (n=247,874)

Low managed care penetration 
(less than 25% of population)

Average length of stay 
(severity adjusted)

High managed care penetration 
(greater than 25% of population)

Small metropolitan area 
(less than 250,000 people)

Medium metropolitan area 
(250,000-999,999 people)

Large metropolitan area 
(1. million or more people)

Hospital charges per admission 
(severity adjusted)

Small metropolitan area . Medium metropolitan area

I I I

v ' B
• IB

■
H

v
Bpy ■ ' ' ■ *o

jfe/- fl
vv

i: fl ■

\ Large metropolitan area >

• Statistically significant di fference , P<0.01.

All data are from tho 1994 M arketScan® D a ta b a s e  o l  T h o  MEDSTAT Group.
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•

' '
■ • •••:

I1•';
Small ' "" '

Coronary artery bypass grafting 
(n=3,392) 
Average length of stay (severity adjusted)

$32,364

Hospital charges per admission (severity adjusted)

* Statistically signilicanl difforonce . PcO.OI.
“  Statistically signilicanl difference,  P<0.05.

All do la  uro from Iho 1994 M arketScan® D a la b a so  of  T h o  MEDSTAT Group.

Impact of managed care penetration-specific procedures

Low managed care penetration jl||! High managed care penetration

Cesarean section 
(n=7,915)

Coronary angioplasty 
(n=4,904)
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C a n  c o n s u m e rs  
c a p tu re  th e  e s s e n c e 
o f  q u a lity ?
M akers o f qua lity m ea su re s  are  
su d den ly  inclined to a sk  
J.Q. Public w hat 
m atte rs m o st in

By Lani Luciano

o t  s o  l o n g  a g o .  q u a l i t y -  

o f - c a r c  r e s e a r c h e r s  f r e t ­

t e d  m a i n l y  o v e r  t e c h n i c a l  

b a r r i e r s  t o  c o m p a r i n g  

h e a l t h  p l a n  p e r f o r m a n c e .  I n c o m p a t i b l e  

d a t a ,  i n a d e q u a t e  r i s k  a d j u s t e r s  a n d  

u n r e l i a b l e  r e p o r t i n g  b y  p r o v i d e r s  

l o o m e d  d i s m a y i n g l y  l a r g e .  N o w .  t h e  

e x p e r t s  f a c e  a  m o r e  d a u n t i n g  o b s t a ­

c l e — c o n s u m e r  r e a c t i o n .

A c c e p t a n c e  b y  t h e s e  u l t i m a t e  c u s ­

t o m e r s  f o r  c o m p a r a t i v e  i n f o r m a t i o n  is  

c r u c i a l  t o  t h e  f u t u r e  o f  e x t e r n a l  q u a l i t y  

m e a s u r e m e n t .  S o  f a r .  h o w e v e r ,  c o n ­

s u m e r s  d o n ' t  m u c h  l i k e ,  u n d e r s t a n d  o r  

t r u s t  t h e  f l e d g l i n g  m e a s u r e s  t h e y ' v e  

s e e n .  A n d .  t h o u g h  d e m a n d  f o r  h e a l t h  

p l a n  r a t i n g s  i s  s o  h i g h  l h a t  o u t s i d e r s —  

s u c h  a s  t h e  A m e r i c a n  A s s o c i a t i o n  o f  

R e t i r e d  P e r s o n s  ( A A R P )  a n d  e v e n  

s o m e  p o p u l a r  m a g a z i n e s  —  h a v e  

j u m p e d  i n  w i t h  ( h e i r  o w n  f r e e l a n c e  

j u d g m e n t s ,  p r o g r e s s  o n  i m p r o v e d  

m e a s u r e s  f r o m  t h e  e x p e r t s  h a s  b e e n  

s l o w e d  b y  c o m p e t i t i v e  j o c k e y i n g  o v e r  

w h o  c a n  b e s t  m e e t  c o n s u m e r  n e e d s .

’ i ' m  n o t  s u r p r i s e d  t h a t  c o n s u m e r s  

a r e n ' t  i m p r e s s e d , "  s a y s  S u s a n  l i d g -

m a n - L e v i t a n .  d i r e c t o r  o f  t h e  P i c k e r  

I n s t i t u t e ,  a  n o n p r o f i t  o r g a n i z a t i o n  p r o ­

m o t i n g  p a t i e n t - c e n t e r e d  c a r e .  “ W e  

h a v e n ’ t g o t t e n  l o  t h e  l e v e l  o f  i n f o r m a ­

t i o n  t h a t  r e a l l y  c o n c e r n s  t h e m — d o c ­

t o r s '  p e r f o r m a n c e .  A n d  w e ' r e  s p e n d ­

i n g  t o o  m u c h  l i m e  a r g u i n g  a b o u t  w h a t  

p a t i e n t s  w a n t . "

A t  t h e  m o m e n t ,  t h e  p a t i e n t s  a r e n ' t  

t o o  s u r e  t h e m s e l v e s .  L o c u s  g r o u p s  a n d  

s u r v e y s  s u g g e s t  t h a t  t h e i r  i d e a s  o n  

q u a l i t y  a r c  i n t u i t i v e  a n d  h i g h l y  p e r s o n ­

a l .  W h e n  t h e  A g e n c y  f o r  H e a l t h  C a r e  

P o l i c y  a n d  R e s e a r c h  ( A I I C ’ P R )  a n d  

t h e  K a i s e r  F a m i l y  F o u n d a t i o n  p o l l e d

2 . 0 0 0  p e o p l e  la s t  f a l l ,  a  m a j o r i t y  s a i d  

t h e y  v a l u e d  i n f o r m a l  a d v i c e  o n  h e a l t h  

p l a n s ,  h o s p i t a l s  a n d  i n d i v i d u a l  d o c t o r s  

f r o m  f a m i l y ,  f r i e n d s  a m i  o t h e r  d o c t o r s

m u c h  m o r e  t h a n  r e p o r t s  i s s u e d  b y  

e m p l o y e r s  o r  o u t s i d e  e v a l u a t o r s .  C o n ­

s u m e r s  a r e  i m p r e s s e d  b y  e a s y  a c c e s s  

l o  c a r e ,  p a r t i c u l a r l y  s p e c i a l t y  c a r e ,  a n d  

l a r g e l y  u n i n t e r e s t e d  in  i n d i c a t o r s  th a t  

d o n ' t  r e l a t e  d i r e c t l y  l o  t h e m .  P r e g n a n t  

w o m e n ,  f o r  i n s t a n c e ,  a r e  u n d e r s t a n d ­

a b l y  i n t e r e s t e d  in  w h a t  p e r c e n t a g e  o f  

b a b i e s  a r e  b o r n  u n d e r w e i g h t  b u t  f a i l  l o  

a p p r e c i a t e  t h a t  t h e  p e r c e n t a g e  o f  d i a ­

b e t i c s  r e g u l a r l y  s c r e e n e d  f o r  r e t i n o p a ­

t h y  a l s o  g i v e s  t h e m  a  u s e f u l  w i n d o w  

o n  a  p l a n ’ s  q u a l i t y  o f  c a r e .

T h i s  d e m a n d  f o r  i n d i v i d u a l i z e d  —  

a n d  s i m p l i f i e d  — m e a s u r e s  m a y  a d d  u p  

t o  b i g  p r o b l e m s  f o r  q u a l i t y  a d v o c a t e s .  

" P o l i c y  m a k e r s  a r e  b e t t i n g  t h a t  g i v i n g  

c o n s u m e r s  m o r e  a n d  b e l t e r  i n f o r m a ­

t i o n  w i l l  l e a d  t h e m  t o  s e e k  v a l u e  f o r

com paring health
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i l i e i r  m o n e y ,  b u t  i t ’ s  f a r  f r o m  c l e a r  th a t  

t h a t ’ s  t h e  c a s e , "  s a y s  J u d i t h  H i b b a r d ,  

a n  e x p e r t  in  d e c i s i o n  a n a l y s i s  a t  t h e  

U n i v e r s i t y  o f  O r e g o n .  “ Q u a l i t y  d a t a  

a r e  c o m p l e x ,  c o n f u s i n g  a n d  i m p r e c i s e . ”  

T o  m a k e  m e a n i n g f u l  c h o i c e s  b a s e d  o n  

q u a l i t y ,  s a y s  H i b b a r d ,  c o n s u m e r s  w i l l  

n e e d  s t a n d a r d i z e d  b e n e f i t s ,  c o m p a r a ­

t i v e  i n f o r m a t i o n  i n  s m a l l ,  d i g e s t i b l e  

b i t e s  a n d  p o s s i b l y  d e c i s i o n  s u p p o r t  

f r o m  p e r s o n a l  a d v i s e r s .

M a k in g  p a tien t n e e d s  
a  norm
L e n d i n g  t h e  d r i v e  t o  m a k e  q u a l i t y  

m e a s u r e s  m o r e  u s e r - f r i e n d l y  a r c  t h e  

F o u n d a t i o n  f o r  A c c o u n t a b i l i t y  

( F A c c t ) ,  a  c o n s o r t i u m  o f  p u r c h a s e r s ,  

a n d  t h e  C o  i s u m e r  A s s e s s m e n t  o f  

H e a l t h  P l a n s  S t u d y  ( C ’ A H P S ) .  a  

r e s e a r c h  p r o j e c t  l a u n c h e d  b y  A H C P R .  

L a s t  y e a r .  F A c c t  r e l e a s e d  i t s  f i r s t  f i v e  

m e a s u r e m e n t  p r o t o c o l s — f o r  b r e a s t  

c a n c e r ,  d i a b e t e s ,  d e p r e s s i o n ,  h e a l t h  

r i s k s  a n d  h e a l t h  p l a n  s a t i s f a c t i o n .  

U n d e r  d e v e l o p m e n t  a r e  m e a s u r e s  f o r  

a s t h m a  a n d  h e a l t h  s t a t u s .  A l c o h o l  

a b u s e .  A I D S / I I I V .  h y p e r t e n s i o n ,  p e d i ­

a t r i c / a d o l e s c e n t .  r e p r o d u c t i v e  h e a l t h  

a n d  e n d - o f - l i f e  c a r e  a r e  p l a n n e d  f o r  

t h e  f u t u r e .

F A c c t ' s  a p p r o a c h  is  t o  a s k  p a t i e n t s  

w h a t  t h e y  w a n t  t o  k n o w ,  t h e n  l o o k  f o r  

e x i s t i n g  m e a s u r e s  that  c a n  a n s w e r  t h o s e  

q u e s t i o n s  w i t h  d a t a .  F o r  e x a m p l e ,  f o c u s  

g r o u p s  s a i d  l h a t  t h e i r  m o s t  u r g e n t  q u e s ­

t i o n  a b o u t  b r e a s t  c a n c e r  w a s  t h e  p e r ­

c e n t a g e  o f  c a s e s  d i a g n o s e d  at  a n  e a r l y  

s t a g e .  T o  f i n d  o u t .  F A c c t ’ s  m e a s u r e  s e t  

m i n e s  d a t a  f r o m  t u m o r  r e g i s t r i e s ,  

c l a i m s / a d m i n i s t r a t i v e  r e c o r d s  a n d  s e l f -  

r e p o r t e d  q u e s t i o n n a i r e s .  It r e m a i n s  t o  

b e  s e e n ,  h o w e v e r ,  w h e t h e r  t h e  m u l t i ­

f a c e t e d  d a t a  w i l l  s a t i s f y  c o n s u m e r s '  

d e s i r e  f o r  u n a m b i g u o u s  a n s w e r s .

“ W h a t  m a t t e r s  t o  p a t i e n t s  a n d  t h e  

w a y  t h e y  p e r c e i v e  c a r e  i s  o f t e n  m u c h  

d  I f c r e n t  f r o m  t h e  m e d i c a l  c o m m u n i ­

t y ’ s  v i e w s . ”  s a y s  F A c c t  s p o k e s p e r s o n  

J u d i t h  G r a h a m .  “ W e  t h i n k  t h a t ’ s  v e r y  

i m p o r t a n t . "  T h e  i d e a l  h a s  l a g g e d  

b e h i n d  r e a l i t y ,  h o w e v e r ,  B e c a u s e  o f  

t h e  e x p e n s e  a m i  p o l i t i c a l  i n f i g h t i n g  b y  

s p e c i a l  i n t e r e s t  g r o u p s  s l o w  l o  o f f e r

t h e i r  s u p p o r t ,  F A c c t  c o n v e n e d  f o c u s  

s e s s i o n s  o n l y  f o r  t h e  b r e a s t  c a n c e r  

m e a s u r e  s e t .  T h e  o t h e r  f o u r  c u r r e n t  

s e t s  r e l y  o n  e x t r a p o l a t e d  i n f o r m a t i o n  t o  

s u r m i s e  w h a t  p a t i e n t s  w a n t  t o  k n o w .

C A M P S ,  a  j o i n t  e f f o r t  b y  H a r v a r d  

M e d i c a l  S c h o o l .  R A N D  C o r p .  a n d  t h e  

R e s e a r c h  T r i a n g l e  I n s t i t u t e ,  a l s o  u s e s  

c o n s u m e r s  a s  a  s t a r l i n g  p o i n t .  T h e  p r o ­

j e c t  a i m s  t o  c r e a t e  f i n e l y  t u n e d  s u r v e y s  

o f  h o w  c o n s u m e r s  v i e w  c r u c i a l  a s p e c t s  

o f  t h e i r  c a r e ,  s u c h  a s  a c c e s s  t o  s e r v i c e s ,  

c o m m u n i c a t i o n / i n t e r a c t i o n  w i t h  

p r o v i d e r s  a n d  c o o r d i n a t i o n / c o n t i n u i t y  

o f  t r e a t m e n t .

A l t h o u g h  C A I I P S  d o e s  n o t  u s e  

p u r e l y  c l i n i c a l  d a t a ,  r e s e a r c h e r s  e x p e c t  

s u r v e y  r e s u l t s  t o  p r o v i d e  a  w i n d o w  011 
b o t h  c l i n i c a l  q u a l i t y  a n d  s a t i s f a c t i o n .  

A d d i t i o n a l  q u e s t i o n n a i r e s  w i l l  p r o b e  

t h e  v i e w s  o f  s p e c i f i c  p o p u l a t i o n s ,  s u c h

cJ o  f i r .  con su m ers 

don  /  nun ■I /iU

n n d crs fa n d o r  fru s /
iL

/ / n

w  m easu res

w j re  seen .

a s  p a r e n t s ,  t h e  c h r o n i c a l l y  i l l .  M e d i c a i d  

r e c i p i e n t s  a n d  n o n - E n g l i s h  s p e a k e r s .  

T h e  H e a l t h  C a r e  F i n a n c i n g  A d m i n i s ­

t r a t i o n .  w h i c h  i s  a l s o  t e s t i n g  F A c c t  

m e a s u r e s ,  p l a n s  l o  s t a r t  u s i n g  C’ A H P S  

s u r v e y s  in  M a r c h .

E a s ie r  a c c e s s  
to  H E D IS  d a ta
M e a n w h i l e ,  t h e  N a t i o n a l  C o m m i t t e e  

f o r  Q u a l i t y  A s s u r a n c e  ( N C Q A ) ,  d e s p i t e  

c h a l l e n g e s  f r o m  g r o u p s  w h o  c o n s i d e r  it 

t o o  f o c u s e d  o n  t h e  i n t e r e s t s  o f  h e a l t h  

p l a n s  a n d  p u r c h a s e r s ,  r e m a i n s  f i r m l y  in  

I h e  l e a d  o f  m e a s u r e - m a k e r s ,  B e c a u s e  it 

i s  t h e  m a i n  a c c r e d i t i n g  b o d y  f o r  m a n ­

a g e d  c a r e  p l a n s ,  n e a r l y  9 0  p e r c e n t  o f  

I I M O s  c o l l e c t  d a t a  t a i l o r e d  t o  N C Q A ’ s  

H e a l t h  P l a n  E m p l o y e r  D a t a  a n d  I n f o r ­

m a t i o n  S e t .  In  a  s u r v e y  o f  i ts  1 0 0  m e m ­

b e r s  l a s t  y e a r ,  t h e  M a n a g e d  H e a l t h  

C a r e  A s s o c i a t i o n  f o u n d  t h a t  a t  l e a s t  4 5  

l a r g e  p u r c h a s e r s  e i t h e r  r e q u i r e  t h e i r  

h e a l t h  p l a n s  t o  c o l l e c t  H E D I S  d a t a  o r  

a r c  p l a n n i n g  t o  d o  s o  s o o n .  “ W c  e x p e c t  

t h a t  n u m b e r  t o  g r o w  d r a m a t i c a l l y  w h e n  

w e  s u r v e y  t h i s  y e a r , "  s a y s  P a m  K a l c n ,  

t h e  a s s o c i a t i o n ’ s  d i r e c t o r .

T o  s o m e  o b s e r v e r s ,  h o w e v e r ,  

H E D I S  m e a s u r e s  r e f l e c t  t o o  m u c h  

c o n c e r n  o v e r  h e a l t h  p l a n  c o m p l a i n t s  

a b o u t  d a t a  b u r d e n s  a n d  t o o  l i t t l e  f o r  

p a t i e n t  v i e w s .  I n  f a i r n e s s ,  t h e  l a t e s t  

v e r s i o n  o f  H E D I S — 3 . 0 ,  r e l e a s e d  in  

J a n u a r y — i s  c o n s i d e r a b l y  m o r e  a m b i ­

t i o u s  t h a n  i t s  p r e d e c e s s o r .

T h e  n e w  s e t  c o n t a i n s  7 1  r e c o m ­

m e n d e d  m e a s u r e s — c o m p a r e d  w i t h  

r o u g h l y  6 0  in  H E D I S  2 . 5 — p l u s  3 2  t o  

b e  f i e l d  t e s t e d .  H e e d i n g  c r i t i c i s m  t h a t  

e a r l i e r  v e r s i o n s  w e r e  t o o  f o c u s e d  o n  

s t r u c t u r e  a n d  p r o c e s s ,  t h e  n e w  H E D I S  

p u t s  m o r e  e m p h a s i s  011 o u t c o m e s  o f  

c a r c .  s u c h  a s  f o l l o w - u p  a f t e r  h o s p i t a l ­

i z a t i o n  f o r  a f f e c t i v e  d i s o r d e r .  M a n y  o f  

t h e  l e s t  m e a s u r e s  e v a l u a t e  e f f o r t s  t o  

s c r e e n  a n d  m a n a g e  m a j o r  h e a l t h  

p r o b l e m s ,  s u c h  a s  c a n c e r ,  h e a r t  d i s ­

e a s e  a n d  d i a b e t e s  a n d ,  f o r  t h e  f i r s t  

t i m e ,  a s t a n d a r d i z e d  s u r v e y  p r o b e s  

p a t i e n t  s a t i s f a c t i o n .

E v e n  a s  it w a s  r e f i n i n g  H E D I S  3 . 0 .  

N C Q A  e x p a n d e d  i t s  r e a c h  t o  b u s i ­

n e s s e s  a n d  c o n s u m e r s  w i t h  t w o  n e w  

p r o d u c t s .  I n  J u l y ,  i t  t a r g e t e d  c o n ­

s u m e r s  w i t h  t w o - p a g e  o v e r v i e w s  o f  

i t s  a c c r e d i t a t i o n  r e v i e w s .  T h e  s u m ­

m a r i e s ,  w h i c h  c o s t  S 3  b y  m a i l  o r  a r e  

f r e e  o n  N C Q A ’ s  I n t e r n e t  w e b  s i t e  

( h t t p : / / w w w . n c q a . o r g ) .  d e t a i l  h o w  a n  

i n d i v i d u a l  p l a n  s c o r e d  in  e a c h  o f  t h e  

s i x  a r e a s  o f  r e v i e w :  q u a l i t y ,  m e m b e r s ’ 

r i g h t s ,  p h y s i c i a n  e v a l u a t i o n ,  p r e v e n ­

t i v e  s e r v i c e s ,  u t i l i z a t i o n  m a n a g e m e n t  

a n d  m e d i c a l  r e c o r d s .  B y  c o m p a r i n g  

p e r f o r m a n c e  w i t h  t h e  n a t i o n a l  a v e r ­

a g e s  t h a t  a r e  a l s o  p r o v i d e d ,  c o n ­

s u m e r s  c a n  m a k e  t h e i r  o w n  q u a l i t y  

j u d g m e n t s ,  C u r r e n t l y ,  s u m m a r i e s  f o r  

r o u g h l y  1 0 0  p l a n s  a r e  a v a i l a b l e ,  w i t h  

n i n e  o r  1 0  a d d e d  e a c h  m o n t h .

L a s t  A u g u s t ,  N C Q A  l a u n c h e d  Q u a l ­

i t y  C o m p a s s ,  a  d a t a b a s e  o f  H E D I S
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a n d  a c c r e d i t a t i o n  i n f o r m a t i o n  o n  m o r e  

t h a n  2 0 0  h e a l t h  p l a n s .  N a t i o n a l  a n d  

r e g i o n a l  p e r f o r m a n c e  a v e r a g e s ,  p l u s  

b e s t  p r a c t i c e s  b e n c h m a r k s ,  g i v e  s h o p ­

p e r s — p r i m a r i l y  s m a l l - b u s i n c s s  p u r ­

c h a s e r s — c o m p a r a t i v e  i n f o r m a t i o n  

p r e v i o u s l y  a v a i l a b l e  o n l y  l o  l a r g e  

c o r p o r a t i o n s  o r  t h r o u g h  c o r p o r a t e  c o n ­

s u l t a n t s .  A l t h o u g h  n o t  a l l  o f  t h e  d a t a  

h a v e  b e e n  a u d i t e d  f o r  a c c u r a c y ,  

N C Q A ’ s  r e p o r t i n g  m e t h o d  c r o s s ­

c h e c k s  d a t a  s u b m i t t e d  b y  p l a n s ,  a n d  

t h e  g r o u p  h o p e s  l o  h a v e  a  f o r m a l  a u d i t ­

i n g  s t a n d a r d  in  p l a c e  w i t h i n  a  y e a r .

C o m p a r e d  w i t h  t h e  a c c r e d i t a t i o n  

s u m m a r i e s .  Q u a l i t y  C o m p a s s  i n f o r m a ­

t i o n  i s  e x p e n s i v e .  P r i n t e d  p r o f i l e s  o n  

r e p o r t i n g  p l a n s  a r e  d i v i d e d  i n t o  f o u r  

r e g i o n s  a n d  c o s t  . $ 5 0 0  p e r  r e g i o n .  T h e  

C D - R O M  v e r s i o n  c o s t s  SH O O  f o r  u p  t o  

2 5  p l a n s .  S I  . 6 0 0  f o r  u p  t o  7 5 .  $ 2 , 4 0 0  

f o r  u p  t o  1 5 0  p l a n s  a n d  $ 3 , 2 0 0  f o r  t h e  

e n t i r e  d a t a b a s e .

E a r l y  d e m a n d  h a s  b e e n  b r i s k ,  s a y s  

N C Q A  s p o k e s m a n  B a r r y  S c h o l l .  

" W e ' v e  s e n t  o u t  r o u g h l y  2 . 0 0 0  C D s  

o n  a p p r o v a l . "  T h e  g r o w t h  o f  s m a l l -  

b u s i n c s s  c o a l i t i o n s  w i t h  a  d e c l a r e d  

i n t e r e s t  i n  a c c e s s i n g  q u a l i t y  d a t a —  

t h e r e  a r c  n o w  r o u g h l y  a  d o z e n  a c r o s s  

t h e  c o u n t r y — s h o u l d  p u t  Q u a l i t y  C o m ­

p a s s  w i t h i n  r e a c h  o f  s m a l l  p u r c h a s e r s .

T h e  ch a lle n g e : A v o id  
c o n fu s in g  c o n s u m e r s
W h i l e  e x p e r t s  p o n d e r  w l t a l  p e o p l e  

w a n t  a n d  n e e d ,  n o n e x p e r t s  m a y  b e  

c o n f u s i n g  c o n s u m e r s  w i t h  j u d g m e n t s  

l h a t ,  t h o u g h  u s e r - f r i e n d l y ,  a r e  s h o r t  

o n  r i g o r .  L a t e r  t h i s  y e a r ,  t h e  A A R P  

w i l l  g i v e  i t s  s e a l  o f  a p p r o v a l  t o  s e l e c t ­

e d  m a n a g e d  c a r e  p l a n s ,  s c r e e n e d  

t h r o u g h  a  c o n s u l t a n t  a s  m u c h  f o r  t h e  

w i l l i n g n e s s  t o  p a y  t h e  o r g a n i z a t i o n ' s  

m a r k e t i n g  f e e  a s  f o r  m e d i c a l  q u a l i t y .

D e v i s i n g  t h e i r  o w n  m e t h o d o l o g i e s ,  

f o u r  g e n e r a l - i n l e r e s t  m a g a z i n e s  —  

Consumer Reports, Newsweek, U.S. 
News and World Report a n d  

Rloomheru I’e rso no I -  p u  h i  i s h e d  

h e a l t h  p l a n  e v a l u a t i o n s  l a s t  y e a r .  

E x c e p t  f o r  N C Q A  a c c r e d i t a t i o n  

a c r o s s  t h e  b o a r d ,  n o  t w o  u s e d  t h e  

s a m e  i n d i c a t o r s ,  N o t  s u r p r i s i n g l y ,  t h e

r e s u l t s  d i d n ' t  l i n e  u p .  A d m i t t e d l y ,  t h e  

p u b l i c a t i o n s  d i d n ’ t s u r v e y  a n  i d e n t i c a l  

s e l e c t i o n  o f  p l a n s .  S t i l l ,  t l y  a  h a n d ­

f u l — i n c l u d i n g  H a r v a r d  C o m m u n i t y  

H e a l t h  P l a n .  F a l l o n  C o m m u n i t y  

H e a l t h  P l a n ,  K a i s e r  F o u n d a t i o n  M i d -  

A t l a n t i c  a n d  H e a l t h  P a r t n e r s — r a t e d  

h i g h  o n  m o r e  t h a n  o n e  o r  t w o  l i s t s .  

O n l y  H a r v a r d  s c o r e d  h i g h  o n  till  f o u r .

C u r i o u s l y ,  t h e  r e s u l t s  m o s t  l i k e l y  t o  

l e a v e  c o n s u m e r s  s c r a t c h i n g  t h e i r  

h e a d s  c a m e  f r o m  t h e  v e n e r a b l e  Con­
st oner Reports,  w h i c h  p u b l i s h e d  a 

p a i n s t a k i n g  r e v i e w  in  A u g u s t .  I ts  t o p -  

r a t e d  p l a n .  B l u e  C h o i c e  o f  R o c h e s t e r ,  

N . Y . ,  r e c e i v e d  o n l y  p r o v i s i o n a l  

a c c r e d i t a t i o n  f r o m  N C Q A .  I t s  f o u r t h  

h i g h e s t  r a t e d  p l a n .  I n d e p e n d e n t  

H e a l t h  o f  W e s t e r n  N . Y . ,  f l u n k e d  a l t o ­

g e t h e r .  H e r i t a g e  N a t i o n a l  l l c n l t h p l a n ,  

n u m b e r  1 3  o n  t h e  Consumer Reports 
l i s t ,  e v e n  f l u n k e d  t w i c e .  A l t h o u g h  

N C Q A  a c c r e d i t a t i o n  i s  w i d e l y  r e c o g ­

n i z e d  a s  a  m i n i m u m  t h r e s h o l d  f o r  

a c c e p t a b l e  q u a l i t y — o n e  t h a t  j o u r n a l ­

i s t s  r e g u l a r l y  e x h o r t  c o n s u m e r s  t o  

l o o k  f o r — w r i t e r  T r u d y  l . i e b e r m a n ,  

w h o  s u p e r v i s e d  t h e  s t u d y ,  s a y s  s h e  

r e l i e d  m o r e  h e a v i l y  o n  s a t i s f a c t i o n  

s u r v e y s  o f  t h e  m a g a z i n e ' s  r e a d e r s .  " I  

d o n ' t  h a v e  l h a t  m u c h  f a i t h  in  t h e  d a t a  

c o m i n g  o u t  o f  t h e  p l a n s , "  e x p l a i n s  

l . i e b e r m a n .  h e r s e l f  a  m e m b e r  o f  

N C Q A ' : .  b o a r d  o f  d i r e c t o r s .

T h e  Consumer Reports s t o r y  i s  n o t  

t h e  f i r s t  c o l l i s i o n  o f  q u a l i t y  m e a s u r e ­

m e n t  b y  d a t a  a n d  m e a s u r e m e n t  b y  

c o n s u m e r  s a t i s f a c t i o n .  In  a  s t u d y  c o n ­

d u c t e d  l a s t  M a r c h  b y  t h e  M a s s a c h u ­

s e t t s  H e a l t h c a r e  P u r c h a s e r  G r o u p ,  

r e s e a r c h e r s  f o u n d  t h a t  p l a n s  w i t h  t h e  

h i g h e s t  c o n s u m e r  s a t i s f a c t i o n  s c o r e s  

r a t e d  l o w e r  o n  f i v e  H E D I S  m e a s u r e s  

t h a n  p l a n s  t h a t  g o t  p o o r  m a r k s  f r o m  

c o n s u m e r s .  E m p l o y e e  b e n e f i t s  c o n ­

s u l t i n g  f i r m s  h a v e  n o t e d  t h i s  s a m e  

d i s c o n c e r t i n g  r e l a t i o n s h i p  b e t w e e n  

p l a n  q u a l i t y  a n d  c o n s u m e r  d e l i g h t .

T h e  c h a l l e n g e  f o r  m e a s u r e - m a k -  

e r s  —  a n d  p u r c h a s e r s — i s  l o  e n g a g e  

c o n s u m e r s ,  e d u c a t e  t h e m  a n d  l e a r n  

f r o m  t h e m ,  a l l  a l  t h e  s a m e  l i m e .  

“ G o o d  p l a n s  a l l  l o o k  a b o u t  t h e  s a m e  

o n  H E D I S , "  s a y s  S o u t h e r n  C a l i f o r n i a

E d i s o n  b e n e f i t s  m a n a g e r  S u z a n n e  

M c r c u r c .  " W e  n e e d  a n e c d o t a l  i n f o r ­

m a t i o n  f r o m  o u r  e m p l o y e e s  a n d  f r o m  

o t h e r  e m p l o y e r s  t o  g e l  a t  m e a n i n g f u l  

q u a l i t y  d i f f e r e n c e s . "  T o  g a t h e r  t h e  

a n e c d o t e s ,  M e r c u r e  a n d  h e r  s t a f f  a r e  

i n  a  c o n s t a n t  f e e d b a c k  l o o p  b e t w e e n  

e m p l o y e e s ,  d o c t o r  g r o u p s  a n d  h e a l t h  

p l a n s .  “ I t ’ s  s o f t  d a t a , ”  s h e  a d m i t s ,  

“ b u t  r i g h t  n o w  i t ' s  t e l l i n g  u s  m o r e  

t h a n  t h e  h a r d  s t u f f  i s . "

B a s e d  o n  f o c u s  g r o u p  r e s e a r c h .  

S o u t h e r n  C a l i f o r n i a  E d i s o n  h a s  f o r m u ­

l a t e d  s i m p l e  q u e s t i o n s  t h a t  e n c a p s u l a t e  

e m p l o y e e  c o n c e r n s  a b o u t  q u a l i t y .  T h e  

q u e s t i o n s  a r e  p o s e d  i n  a n  e m p l o y e e  

b r o c h u r e ,  t h e n  a n s w e r e d  w i t h  s p e c i f i c  

d a t a  o n  t h e  s i x  p l a n  o p t i o n s .  F o r  

i n s t a n c e ,  " H o w  d o  y o u  c o m p a r e  p h u t  

o p t i o n s ? "  i s  a n s w e r e d  w i t h  a  l i s t  o f  

c h a r a c t e r i s t i c s  t h a t  f o c u s  g r o u p s  h a v e  

c i t e d  a s  i m p o r t a n t ,  s u c h  a s  p r o f i t - m a k ­

i n g  s t a t u s  a n d  p e r c e n t a g e  o f  b o a r d - c c r -  

t i l i e d  p h y s i c i a n s .  T h e  b r o c h u r e  t h e n  

s u p p l i e s  t h e  d a t a  f o r  e a c h  p l a n .

T h e  c o m p a n y  a l s o  t a k e s  a d v a n t a g e  

o f  " t e a c h a b l e  m o m e n t s "  b y  r u n n i n g  a n  

o f f i c e  i n t r a n e t  s i t e  w i t h  d e t a i l s  o n  p l a n s  

a n d  p h y s i c i a n s ,  a n d  b y  r e v i e w i n g  p l a n  

c h o i c e s  w h e n  a n  e m p l o y e e  c o n t a c t s  t h e  

b e n e f i t s  d e p a r t m e n t  t o  r e p o r t  a  l i l ' e -  

c h a n g c  e v e n t ,  s u c h  a s  m a r r i a g e ,  d i v o r c e  

o r  a  n e w  c h i l d .  " I t ' s  h a n d - h o l d i n g  b u t  it 

s e e m s  t o  h e l p . "  s a y s  M c r c u r c .

W h a t ’s  n e x t?
I t ' s  b e c o m e  c l e a r  l h a t  r e s e a r c h e r s ,  p u r ­

c h a s e r s  a n d  c o n s u m e r s  a l i k e  m u s t  f e e l  

t h e i r  w a y  i n t o  t h e  p r o p o s i t i o n  — r a d i c a l  

u n t i l  r e c e n t l y —  t h a t  m e d i c a l  q u a l i t y  

c a n  b e  q u a n t i f i e d .  I t ' s  i m p o s s i b l e  t o  

k n o w  w h e r e  t h e i r  e x p l o r a t i o n s  w i l l  

t a k e  t h e m ,  b u t  h e r e  a r e  t h e  i s s u e s  a n d  

i n f l u e n c e s  l o o m i n g  o n  t h e  h o r i z o n :

• A l t h o u g h  m e a s u r i n g  o u t c o m e s  i s  

i n d e s c r i b a b l y  d i f f i c u l t ,  e f f o r t s  t o  f i n d  a 

r e a s o n a b l e  w a y  l o  d o  s o  w i l l  c o n t i n u e .  

M e a n w h i l e ,  m a n a g e d  c a r e ' s  i n t r i n s i c  

f o c u s  o n  p o p u l a t i o n s  r a t h e r  t h a n  i n d i ­

v i d u a l s  m u s t  b e  r e c o n c i l e d  w i t h  t h e  

n e e d s  o f  p a t i e n t s  o n  t h e  e x t r e m e s ,  

s u c h  a s  t h e  e l d e r l y ,  d i s a b l e d  a n d  

c h r o n i c a l l y  i l l .  T h u s ,  m e a s u r e s  a i m e d  

at  s p e c i a l  n e e d s  w i l l  p r o l i f e r a t e .
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How consumers choose health plans
Last fall, the Kaiser Family Foundation and the Agency for 
Health Care Policy and Research released a survey that asked 
more than 2,000people what influenced their choice of health 
plan. Consumers favored their family and fn'ends as sources of 
information about quality health care. Six out o f 10 people said 
employers were not a good source of information because 
their main concern was “saving money on health benefits."

Percent of consumers who rate each source as “very believable”

Friends and family: 50%

• . ' .• . I  ' . 1  ♦ ■
Individual doctors ' \ 29%

Independent organizations 
that evaluate plans 19%RnHBp||p|NMM9HP|D̂ MnpSHH|

How consumers rate employers’ 
information about quality of care

Don’t
know

S o u r c e :  Americans as Health Care Consumers: The Role ol Quality Information from 
Kaiser Family Foundation and  Ihe A g e n c y  tor Health C a re  Policy a n d  R esea rch .

• W h e t h e r  o r  n o t  p a t i e n t  s a t i s f a c ­

t i o n  i s  a  r e l i a b l e  i n d i c a t o r  o f  q u a l i t y ,  it 

w i l l  d o m i n a t e  n o t  o n l y  m e a s u r e m e n t  

b u t  a l s o  p h y s i c i a n  h i r i n g  a n d  c o m p e n ­

s a t i o n .  N e a r l y  a  t h i r d  o f  a l l  h e a l t h  

p l a n s  a n d  m o r e  t h a n  h a l f  o f  n e t w o r k  

m o d e l  p l a n s  u s e  s a t i s f a c t i o n  s u r v e y s ,  

s u c h  a s  t h e  P a c i f i c  B u s i n e s s  G r o u p  o n  

H e a l t h ’ s  n e w  P h y s i c i a n  V a l u e  C h e e k ,  

a s  a  f a c t o r  i n  p a y m e n t s  t o  d o c t o r s .

• A t  t h e  s a m e  t i m e ,  r e n e w e d  r e c o g ­

n i t i o n  o f  t h e  c e n t r a l i t y  o f  d o c t o r s  in  

h e a l t h  c a r e  d e l i v e r y  w i l l  r e s t o r e  s o m e  

o f  t h e  a u t h o r i t y  a n d  l e v e r a g e  t h e y  l o s t  

in  t h e  m o v e  t o  m a n a g e d  c a r c .  H o w e v ­

e r ,  a c c o u n t a b i l i t y  w i l l  r e a l l y  b e g i n  t o  

b i l e  d o w n .  N e a r l y  h a l f  o f  a l l  p l a n s  a n d  

t w o - t h i r d s  o f  n e t w o r k  m o d e l s  a l r e a d y  

b a s e  p h y s i c i a n  p a y m e n t ,  i n  p a r t ,  o n  

a d h e r e n c e  t o  q u a l i t y  g u i d e l i n e s .

• A s  p a y m e n t  b a s e d  o n  p h y s i c i a n  

p e r f o r m a n c e  t a k e s  h o l d ,  s m a l l  o r  s o l o  

p r a c t i c e s  — w h i c h  a r e  s t a t i s t i c a l l y  

i m p o s s i b l e  t o  m e a s u r e  — w i l l  f a d e  

a w a y .  E m p l o y e e s  in  M i n n e a p o l i s  a n d  

S t .  P a u l  a r e  c u r r e n t l y  c h o o s i n g  t h e i r  

“ c a r c  s y s t e m s ”  f o r  t h e  c o m i n g  y e a r ,  

b a s e d  o n  p r o f i l e s  o f  h o w  p a t i e n t s  r a t e  

t h e i r  e x p e r i e n c e  w i t h  i n d i v i d u a l  m e d ­

i c a l  g r o u p s .  “ M o r e  t h a n  9 0  p e r c e n t  

o f  T w i n  C i t y  p r i m a r y  c a r e  d o c t o r s  

b e l o n g  t o  o n e  o r  a n o t h e r  o f  t h e  

g r o u p s , "  s a y s  P a t r i c i a  D r u r y ,  w h o  

o v e r s e e s  t h e  p r o g r a m  r u n  b y  t h e  B u y ­

e r s  H e a l t h  C a r e  A c t i o n  G r o u p .

• S t a t e s  h a v e  a l r e a d y  b e g u n  l o  

w e i g h  i n ,  a n d  t h e  f e d e r a l  g o v e r n m e n t  

w i l l  a l m o s t  c e r t a i n l y  b e c o m e  i n v o l v e d  

in  s e t t i n g  q u a l i t y  m i n i m u m s  f o r  h e a l t h  

p l a n s .  P r e s i d e n t  C l i n t o n  h a s  s i g n e d  a n  

e x e c u t i v e  o r d e r  a u t h o r i z i n g  a  2 0 - p e r ­

s o n  p a n e l  t o  a d v i s e  h i m  o n  n e c e s s a r y  

c o n s u m e r  p r o t e c t i o n s  b y  t h e  e n d  o f  

t h e  y e a r .  U n f o r t u n a t e l y ,  a c c o r d i n g  t o  

m a n y  p o l i c y  m a k e r s ,  s u c h  r e m o t e  

m i c r o m a n a g e m e n t  m a y  h u r t  m o r e  

t h a n  h e l p  q u a l i t y  e f f o r t s .

• S o o n e r  o r  l a t e r ,  h e a l t h  p l a n s  w i l l  

b e  f o r c e d  o u t  o f  t h e  e x t e r n a l  m e a ­

s u r e - m a k i n g  p r o c e s s .  I n  a n  e d i t o r i a l  

in  t h e  O c t .  I i s s u e  o f  t h e  Journal of 
the American Medical Association, 

e d i t o r  G e o r g e  I ) .  L u n d b c r g ,  M D .  

a n d  m a n a g e d  c a r e  p i o n e e r  P a u l  M .

H l l w o o d ,  J r . .  M D .  l a i d  o u t  a  f r a m e ­

w o r k  f o r  i h e  d e v e l o p m e n t  o f  q u a l i t y  

m e a s u r e s ,  r e m a r k i n g .  " W i t h  b i l l i o n s  

o f  c o m p e t i t i v e  d o l l a r s  a t  s t a k e ,  n o  

p l a n  c a n  b e  o b j e c t i v e  a b o u t  h o w  it 

s h o u l d  b e  j u d g e d . ”

• T h e  J o i n t  C o m m i s s i o n  o n  A c c r e d ­

i t a t i o n  o f  H e a l t h c a r e  O r g a n i z a t i o n s  

( J C A H O )  i s  g e a r i n g  u p  i t s  f o r m i d a b l e  

i n f r a s t r u c t u r e  t o  c h a l l e n g e  N C Q A ’ s  

l o n g  l e a d  o n  a c c r e d i t i n g  h e a l t h  p l a n s .  

J C A H O ’ s  e d g e :  o n e - s t o p  s h o p p i n g —  

it a l r e a d y  a c c r e d i t s  h o s p i t a l s ,  h o m e  

h e a l t h  a g e n c i e s  a n d  o t h e r  s a t e l l i t e  

p r o v i d e r s — a n d  c u s t o m i z e d  r e v i e w s  

f o r  h y b r i d  m a n a g e d  c a r e  s y s t e m s .  S o  

f a r ,  o n l y  1 0  h e a l t h  p l a n s  h a v e  u n d e r ­

g o n e  J C A H O  r e v i e w — c o m p a r e d  w i t h  

N C Q A ’ s  2 6 1 — b l i t  m o r e  t h a n  2 0 0  

h a v e  e x p r e s s e d  i n t e r e s t .  U n d e t e r ­

m i n e d  a s  y e t  i s  w h e t h e r  J C A H O ’ s  

r e p u t a t i o n  f o r  e o z y i n g  u p  t o  r c v i e w -  

e e s  w i l l  h u r t  s v i t l i  p u r c h a s e r s  m o r e  

t h a n  it h e l p s  w i t h  h e a l t h  p l a n s .

• F o r  c o n s u m e r s  t o  a p p r e c i a t e  t h e  

v a l u e  o f  q u a l i t y  m e a s u r e s ,  e v e n  s m a l l  

b u s i n e s s e s  m u s t  o f f e r  a  c h o i c e  o f  p l a n s ,  

a s  m a n y  n o w  a r e  a b l e  t o  w i t h  t h e  h e l p  

o f  n e w  p u r c h a s i n g  c o a l i t i o n s  f o r  f i r m s  

t h a t  a r e  n o t  s e l f - i n s u r e d .  O n c e  t h e y  d o ,  

c o n s u m e r s  m a y  s u r p r i s e  e v e r y o n e  a n d  

q u i c k l y  r i s e  t o  t h e  c o n s i d e r a b l e  t a s k  o f  

m a n a g i n g  t h e i r  o w n  h e a l t h  c a r e  n e e d s .  

J u d g i n g  b y  t h e  e x p l o s i v e  g r o w t h  o f  

w e b  s i t e s ,  c h a t  g r o u p s  a n d  o t h e r  h e a l t h  

i n f o r m a t i c s  o n  t h e  I n t e r n e t ,  i t ’ s  m o r e  a  

m a t t e r  o f  w h e n  t h a n  i f .

Lani Luciano is a staff writer for 
M o n e y  magazine.
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• To be a preferred pharmaceutical partner for  health care decision-makers
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• To bring quality and value to patients, health care professionals, and the 
health care system itself
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A n  a rg u m e n t fo r 
h u m a n  c o n s id e ra tio n

e d i c a l  d i s a b i l i t y  i s  a 

c o m p l e x  p s y c h o s o c i a l  

p h e n o m e n o n  t h a t ,  in

B y  P r e s le y  R e e d ,  M D

p a r t ,  d e s c r i b e s  t h e  r e l a t i o n s h i p  b e t w e e n  i n d i ­

v i d u a l s  a n d  t h e i r  w o r k  l i v e s .  T h e  c o n c e p t  i s  s o  d e e p l y  r o o t ­

e d  i n  t h i s  h u m a n  r e l a t i o n s h i p  t h a t  it i s  v i r t u a l l y  i m p o s s i b l e  

t o  i m a g i n e  s o m e o n e  a l o n e  o n  a n  i s l a n d  a s  b e i n g  ‘ ' d i s ­

a b l e d . "  D i s a b i l i t y  w i t h o u t  s o c i e t y  i s  t h e  s o u n d  o f  o n e  h a n d  

c l a p p i n g  o r  o f  t h e  u n w i t n e s s e d  t r e e  f a l l i n g  i n  t h e  f o r e s t .

In  a d d r e s s i n g  d i s a b i l i t y ,  m e d i c i n e  i s  s i m p l y  a s  m u c h  art  

a s  it i s  s c i e n c e .  W e  l a c k  t h e  c r i t i c a l  t o o l s  t o  o b j e c t i v e l y  

m e a s u r e  a n  i n d i v i d u a l ' s  p a i n ,  m u c h  l e s s  e m o t i o n a l  d i s ­

c o m f o r t .  L i k e w i s e ,  m e d i c i n e  a n d  t h e  p s y c h o l o g i c a l  s c i ­

e n c e s  l a c k  t o o l s  t o  f u l l y  u n d e r s t a n d  t h e  c o m p l e x i t i e s  o f  

h u m a n  m o t i v a t i o n  a n d  t h e  m y r i a d  p s y c h o l o g i c a l  f a c t o r s  

l h a t  i m p a c t  d i s a b i l i t y .  C e r t a i n l y ,  w e  k n o w  t h a t  f u n c t i o n a l  

l i m i t a t i o n  i s  n o t  n e c e s s a r i l y  t h e  m o s t  i m p o r t a n t  d e t e r m i ­

n a n t .  W e ' v e  a l l  s e e n  a n d  a d m i r e d  i n d i v i d u a l s  w h o  r e m a i n  

p r o d u c t i v e  d e s p i t e  s i g n i f i c a n t  f u n c t i o n a l  l i m i t a t i o n  a n d  

o t h e r s  w h o  c o n s i d e r  t h e m s e l v e s  d i s a b l e d  w i t h  m i n i m a l  

o b j e c t i v e  f i n d i n g s .

T h e r e  i s  a n  o l d  m a x i m  i n  m e d i c i n e :

T h e  p a t i e n t  k n o w s  t h e  a n s w e r .  It i s  t h e  

c a r e g i v e r ’ s  r e s p o n s i b i l i t y  t o  p a t i e n t l y  

a s k  a p p r o p r i a t e  q u e s t i o n s  w i t h  g e n u i n e  

c o n c e r n  a n d  t o  e d u c a t e  i n d i v i d u a l  

p a t i e n t s  a b o u t  t h e i r  c a p a c i t y  f o r  t r a n s ­

f o r m a t i o n  f  o n t  t h e i r  c u r r e n t  r o l e  t o  

w h a t  t h e y  c a n  b e c o m e .  T h o s e  o f  u s  in  

t h e  d i s a b i l i t y  m a n a g e m e n t  i n d u s t r y  

s h o u l d  a l w a y s  r e m e m b e r  t h a t  a l t h o u g h  

w e  c a n n o t  o b j e c t i v e l y  e x p l a i n  t h e  

c a u s e  o f  p a i n  o r  d i s a b i l i t y ,  t h a t  d o e s n ’ t 

m a k e  e i t h e r  o f  t h e m  c e a s e  l o  e x i s t .

A s  w i t h  h e a l t h  c a r e  r e f o r m  in  g e n e r ­

a l ,  e x p l o d i n g  c o s t s  h a v e  r i v e t e d  

e m p l o y e r  a t t e n t i o n  o n  s t r a t e g i e s  

d e s i g n e d  t o  d e a l  w i t h  d i s a b i l i t y .  S o m e  

m e t h o d o l o g i e s  m e a s u r e  a n d  m a n a g e
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l o s t  t i m e .  M a n y  i n c l u d e  p r e c i s e  t r a c k ­

i n g  a n d  a g g r e s s i v e — e v e n  i n t r u s i v e —  

i n t e r v e n t i o n s .  A l l  p r o m i s e  “ s i g n i f i c a n t  

c o s t  s a v i n g s . "  T r a c k i n g ,  m e a s u r e m e n t ,  c o m p a r i s o n  t o  s t a n ­

d a r d s  a n d  i n t e r v e n t i o n  a r c  i m p o r t a n t  i n g r e d i e n t s  in  s u c c e s s ­

f u l  d i s a b i l i t y  m a n a g e m e n t ,  b u t  o n l y  t e l l  p a r t  o f  t h e  s t o r y .

K e e p  in  m i n d  t h a t  d i s a b i l i t y  m a n a g e m e n t — j u s t  l i k e  

h e a l t h  c a r e — i s  a b o u t  p e o p l e .  P e o p l e  w h o  a r e  o f t e n  a l i e n ­

a t e d ,  f r i g h t e n e d  a n d  a n g r y .  P e o p l e  w h o  p e r c e i v e  t h e m ­

s e l v e s  a s  h a v i n g  f e w  o p t i o n s .  Y e s .  s o m e  o f  t h e s e  p e o p l e  

a r e  d i s h o n e s t ,  d e c e p t i v e  a n d  m a n i p u l a t i v e .  T h e y  a r e  t h e  

m i n o r i t y ,  b u t  I ’ v e  b e e n  h u m b l e d  m o r e  t h a n  o n c e  b y  s u r ­

v e i l l a n c e  f i n d i n g s  t h a t  s u p p o r t  t h e  n e e d  f o r  m e a s u r e d  

s k e p t i c i s m  a n d  s c r u t i n y  t o  i d e n t i f y  t h o s e  w h o  w o u l d  l i e .  

c h e a t  a n d  s t e a l .

T h e  c h a l l e n g e ,  h o w e v e r ,  i s  n o t  c a t c h i n g  w r o n g d o e r s  b a t  

r a t h e r  c r e a t i n g  a n  e n v i r o n m e n t  th a t  a l l o w s  i n d i v i d u a l s  t o  

r e d e f i n e  t h e m s e l v e s  a s  “ a b l e "  p e o p l e ,  c a p a b l e  o f  f u n c t i o n i n g  

in  t h e  w o r k  e n v i r o n m e n t .  N o t  j u s t  a n y  w o r k  e n v i r o n m e n t  

w  ill d o .  E m p l o y e r s  n e e d  l o  b u i l d  w o r k p l a c e  c u l t u r e s  th a t  

v a l u e  w o r k e r s '  c o n t r i b u t i o n s  a n d  b u i l d  t h e i r  s e l f - e s t e e m .

U l t i m a t e l y ,  t h i s  w i l l  b e  a n  e m p l o y e r ' s  

m o s t  e f f e c t i v e  s t r a t e g y  f o r  m a n a g i n g  

d i s a b i l i t y  c o s t s . C o i n c i d e n l a l l y . i l  i s  t h e  

m o s t  e f f e c t i v e  s t r a t e g y  f o r  e n c o u r a g i n g  

p r o d u c t i v i t y  a m o n g  a l l  w o r k e r s .

T h e  t h r e s h o l d  e v e n t s  in  l i f e  a r e  a b o u t  

p e o p l e .  L i k e w i s e ,  t in  t h r e s h o l d  e v e n t s  

in  r e c o v e r y  f r o m  a  d i s a b l i n g  c o n d i t i o n  

a r e  a b o u t  p e o p l e .  A s  p r a c t i t i o n e r s ,  w e  

m u s t  n o t  a b d i c a t e  t h e  i m p o r t a n t  r o l e  o f  

h u m a n  i n t e r a c t i o n  a n d  c o m m u n i c a t i o n  

o f  g e n u i n e  c o n c e r n  t o  t e c h n o l o g y . n o r  

a l l o w  o u r s e l v e s  t o  b e c o m e  a  m e d i c a l  

p o l i c e  f o r c e .  T o  d o  s o  w o u l d  b e  t o  

a b a n d o n  p e o p l e  d i s a b l e d  o r  n o t  —  l o  a 

w e b  o f  t e c h n o l o g y  t h a t  w i l l  c o n f i r m  I h e  

m o s t  j a u n d i c e d  v i e w s  o f  t h e  w o r l d  a n d  

t h e  w o r k p l a c e .
“ / /  "  ( i b l v .

Presley Peed , MD. chairman of the Reed Group Limited in Denver, is the author of M e d i c a l  D i s a b i l i t y  A d v i s o r :  

W o r k p l a c e  G u i d e l i n e s  f o r  D i s a b i l i t y  D u r a t i o n .
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Private  m a tte r s , 
p u b lic  g o o d

a r a s o l u .  w i t h  i t s  s u g a r - s a n d ­

e d  G u l f  C o n s t  b e n c h e s  n n d  

a f f l u e n t  F l o r i d a  a m b i e n c e ,  i s  

s o m e t i m e s  c a l l e d  a  “ l i t t l e  

p i e c e  o f  p a r a d i s e . "  C e r t a i n l y  i t s  r e s i ­

d e n t s  w o r r y  a b o u t  t h e i r  h e a l t h ,  b u t  a  

m a j o r  c o n c e r n  o n  a n y  g i v e n  d a y  i s  

a l s o  w h e t h e r  t h e  s k i e s  w i l l  b e  s u n n y .

T h u s  it m a y  c o m e  a s  a  s u r p r i s e  t o  

l e a r n  t h a t  7 0 - y e a r - o l d  S a r a s o t a  M e m o ­

r i a l  H o s p i t a l — a n  a i r y ,  a l l - w h i t e  c o m ­

p l e x  i n  a  l u s h  g r e e n  c a m p u s  — i s  s o  

c o n c e r n e d  a b o u t  t h e  s e c u r i t y  o f  m e d ­

i c a l  r e c o r d s  t h a t  i t ' s  i n s t a l l i n g  s o p h i s t i ­

c a t e d  f i n g e r p r i n t  i d e n t i f i c a t i o n  t e c h ­

n o l o g y  s i m i l a r  t o  t h e  t y p e  b e i n g  a d o p t ­

e d  b y  t h e  c r i m i n a l  j u s t i c e  s y s t e m .

W h e n  i n s t a l l a t i o n  i s  c o m p l e t e d  

o v e r  t h e  n e x t  s e v e r a l  y e a r s ,  t h o s e  w h o  

s e e k  i n f o r m a t i o n  a b o u t  a  p a t i e n t  w i l l  

n o t  o n l y  n e e d  t o  I , » v e  t h e  u s u a l  a u t h o ­

r i z a t i o n  a n d  p a s s w o r d ;  t h e y  w i l l  a l s o  

h a v e  t o  t o u c h  t h e  c o r r e c t  f i n g e r  t o  t h e  

s c r e e n .  T h e  n e w  s y s t e m  r e p r e s e n t s ,  at 

t h e  v e r y  l e a s t ,  t h e  p e r c e p t i o n  o f  

g r e a t e r  s e c u r i t y .  A s  v i c e  p r e s i d e n t  a n d  

c h i e f  i n f o r m a t i o n  o f f i c e r  J i m  T u r n b u l l  

p u t s  it;  “ I t ' s  n o t  u n u s u a l  l o  s h a r e  p a s s ­

w o r d s .  b u t  i t ' s  v e r y  u n u s u a l  t o  s h a r e  

f i n g e r s . "

T h a t  a  c o m m u n i t y  h o s p i t a l  w o u l d  

g o  t o  s u c h  l e n g t h s  s h o w s  h o w  s i g n i f i ­

c a n t  t h e  q u e s t i o n  o f  p r i v a c y  a n d  c o n ­

f i d e n t i a l i t y  o f  m e d i c a l  r e c o r d s  h a s  

b e c o m e .  F o r .  a s  m e d i c a l  i n s t i t u t i o n s  

c o m p u t e r i z e  a n d  c o n n e c t  w i t h  e a c h  

o t h e r  t o  p r o v i d e  g r e a t e r  e f f i c i e n c i e s  

a n d  r e s e a r c h  o p p o r t u n i t i e s ,  t h e  n u m ­

b e r  o f  p e o p l e  v i e w i n g  p a t i e n t  r e c o r d s  

h a s  i n c r e a s e d .  S o  t o o  h a v e  t h e  t h r e a t s  

o f  p r i v a c y  i n v a s i o n  a n d  i n a p p r o p r i a t e  

u s e .  T h e  i s s u e  i n v o l v e s  a l l  s e g m e n t s  

o f  s o c i e t y . f r o m  t h e  p a t i e n t  c o n c e r n e d  

a b o u t  i n d i v i d u a l  r i g h t s  t o  e m p l o y e r s ,  

a s s o c i a t i o n s ,  a l l  b r a n c h e s  o f  t h e  g o v ­

e r n m e n t  a n d  t h e  e n t i r e  h e a l t h  c a r e  

i n d u s t r y .

N e w  t e c h n o l o g y  i n e v i t a b l y  r a i s e s  

n e w  f e a r s  a n d  c o n c e r n s .  M a n y  p e o p l e  

b e l i e v e  t h a t  c o m p u t e r  d a t a b a s e s  a r e  

m o r e  v u l n e r a b l e  t h a n  p a p e r  f i l e s  t o  

o u t s i d e  i n t r u d e r s .  T h e i r  i m p r e s s i o n  

m a y  b e  m i s t a k e n ,  b u t  it i s  c e r t a i n l y  

t r u e  t h a t  c o m p u t e r  r e c o r d s  a l l o w  m o r e  

f r e q u e n t  a n d  s o p h i s t i c a t e d  m a n i p u l a ­

t i o n  o f  d a t a  t o  a s s e s s  c o s t s  a n d  r e s u l t s .  

T h u s ,  t h e r e  a r e  m o r e  r e a s o n s  f o r  p e o ­

p l e  t o  l o o k  a t  r e c o r d s .  M a n y  b e l i e v e  

t h a t  i n c r e a s e d  u s a g e  c a r r i e s  a  p r o p o r ­

t i o n a l  r i s k  o f  m i s u s e .

S o  f a r ,  o n l y  a  f e w  d i s t u r b i n g  s t o r i e s  

h a v e  b e e n  r e p o r t e d ,  b u t  t h e y  a r c  b e i n g  

t a k e n  a s  w a r n i n g  s i g n s  t h a t  p o t e n t i a l l y  

w o r s e  a n d  m o r e  w i d e s p r e a d  h a r m  

c o u l d  r e s u l t .  T h e  b r e a c h  o f  p r i v a c y  t o  

e n d  a l l  b r e a c h e s  o f  p r i v a c y ,  s a y s  

D e n i s e  N a g e l .  M D .  e x e c u t i v e  d i r e c t o r  

o f  t h e  N a t i o n a l  C o a l i t i o n  f o r  P a t i e n t  

R i g h t s ,  " i s  j u s t  a n  a c c i d e n t  w a i t i n g  t o  

h a p p e n . "

H e a l t h  p l a n s ,  e m p l o y e r s  a n d  

p r o v i d e r s  a r e .  in  f a c t ,  j u s t  c o m i n g  t o  

g r i p s  w i t h  t h e  q u e s t i o n s  t h a t  g r e a t e r  

c o m p u t e r i z a t i o n  r a i s e s .  M o w  w e l l  

t h e y  r e s p o n d  w i l l  i n f l u e n c e  w h e t h e r  

s u b s c r i b e r s  t r u s t  a n d  s l a y  l o y a l  t o  

p l a n s ,  w h e t h e r  w o r k e r s  a r e  h o n e s t  

a b o u t  t h e i r  h e a l t h  a n d  w h e t h e r  m a n ­

a g e m e n t  o f  c a r e  i s  b a s e d  o n  a c c u r a t e  

i n f o r m a t i o n .

I n  t h i s  c o n t r o v e r s y ,  " p r i v a c y "  a n d  

" c o n f i d e n t i a l i t y "  a r e  g e n e r a l l y  c o n s i d ­

e r e d  t o  b e  s e p a r a t e  b u t  o v e r l a p p i n g  

c o n c e p t s .  I l c i d i  H a y d u k ,  a  l a w y e r  n n d  

c o n s u l t a n t  t o  t h e  H e a l t h  C a r e  L e a d e r ­

s h i p  C o u n c i l ,  w h i c h  r e p r e s e n t s  a b o u t  

5 0  h o s p i t a l s ,  h e a l t h  p l a n s ,  v e n d o r s  a n d  

d e v i c e  m a n u f a c t u r e r s ,  e x p l a i n s  t h e  d i s ­

t i n c t i o n s :  P r i v a c y  a p p l i e s  t o  t h e  c o n ­

s u m e r  a n d  i m p l i e s  o w n e r s h i p  o f  i n l o r -

Millions o f individual 

ou tcom e s m u s t b e  

ana ly zed  to define the 

d ise a se  m anagem en t 

strategies that will m ake 
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m uch o f our privacy 
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By Jan Ziegler

m a t i o n .  s h e  s a y s .  " I t ' s  d e s c r i b e d  

a l m o s t  a s  a  c o n s t i t u t i o n a l  t h i n g :  ' T h i s  

is  m y  i n f o r m a t i o n ,  a n d  I h a v e  t h e  r i g h t  

t o  c o n t r o l  i ts  H o w . ’ "  T h e  q u e s t i o n  h e r e  

is  w h o  w i l l  h a v e  a c c e s s  t o  t h e  i n f o r m a ­

t i o n .  C o n f i d e n t i a l i t y ,  a c c o r d i n g  l o  

H a y d u k .  i s  m o r e  a n  i n s t i t u t i o n a l  t e r m :  

T h a t  i s .  o n c e  a  p l a n  o r  a  d o c t o r ' s  o f l i c e  

h a s  p a t i e n t  i n f o r m a t i o n ,  h o w  w i l l  it b e  

p r o t e c t e d ' . 1 In  t h i s  c a s e ,  t h e  i s s u e  i s  h o w  

t h e  i n f o r m a t i o n  w i l l  b e  u s e d .

P ro m is e s  a n d  th re a ts
A  k e y  p r o m i s e  o f  m a n a g e d  c a r e  i s  t o  

i m p r o v e  t r e a t m e n t  s t r a t e g i e s  a n d  t h e  

h e a l t h  o f  e n t i r e  p o p u l a t i o n s  t h r o u g h  

o u t c o m e s  r e s e a r c h  u s i n g  d a t a  f r o m  

m e d i c a l  r e c o r d s .

N o r t h e r n  C a l i f o r n i a ' s  g i a n t  K a i s e r  

P e r m a n e n t e  s y s t e m  c o n d u c t s  2 0  t o  3 0  

o u t c o m e  s t u d i e s  a  y e a r  d r a w i n g  o n  

p a t i e n t  r e c o r d s  b o t h  c o m p u t e r i z e d  a n d  

p r i n t e d ,  s a y s  R i c h a r d  R a b c n s .  M D .  

d i r e c t o r  o f  t h e  d e p a r t m e n t  o f  q u a l i t y  

r e v i e w  a n d  u t i l i z a t i o n .  M a n y  s t u d i e s  

r e q u i r e  i m p e r s o n a l  d a t a ,  b u t  o t h e r s

1 B  The S tn te  of H ealth  C a re  in A m erica 1997



d e m a n d  i n d i v i d u a l  c h a r t  r e v i e w .

D r e a m e r s  a l s o  e n v i s i o n  a  d a y  w h e n  

e v e r y  p e r s o n ’ s  m e d i c a l  r e c o r d  w i l l  h e  

a c c e s s i b l e  a t  a n y  h e a l t h  c a r e  f a c i l i t y  

i n  t h e  c o u n t r y .  W h e t h e r  t h a t  r e c o r d  

r e s i d e s  in  s o m e  h u g e  d a t a b a s e  o n  t h e  

G r e a t  P l a i n s  o r  i s  c a r r i e d  011 a  “ s m a r t  

c a r d . "  t h e  b e n e f i t s  a r e  u n d e n i a b l e :  N o  

m a t t e r  h o w  u r g e n t  t h e  c i r c u m s t a n c e s ,  

p r a c t i t i o n e r s  w o u l d  h a v e  a l l  n e c e s s a r y  

i n f o r m a t i o n  at  t h e i r  f i n g e r t i p s  w h e n  a  

n e w  p a t i e n t  w a l k s  in  t h e  d o o r .

S o m e  o f  t h i s  i s  h a p p e n i n g  n o w .  

M a n y  o r g a n i z a t i o n s  a r e  c r e a t i n g  t h e i r  

o w n  v e r s i o n s  o f  t h e  c o m p u t e r i z e d  o r  

v i r t u a l  p a t i e n t  r e c o r d  a n d  l i n k i n g  u p  

i n  l o c a l  c o m m u n i c a t i o n  n e t w o r k s .  A  

c o a l i t i o n  l e d  b y  I n f i n i t y  H e a l t h  C a r e  

i n  M e i p i o n .  W i s . ,  i s  b u i l d i n g  a  n a t i o n ­

w i d e  n e t w o r k  t h a t  o n e  d a y .  p r o j e c t  

l e a d e r s  h o p e ,  w i l l  a l l o w  e m e r g e n c y  

r o o m  c l i n i c i a n s  t o  p u n c h  u p  a  p a ­

t i e n t ' s  r e c o r d s  a n y w h e r e  i n  t h e  c o u n ­

t r y .  T h i s  w o u l d  e l i m i n a t e  w h a t  p r o j e c t  

d i r e c t o r  I i d  w a r d  B a r l h e l l .  M D .  c a l l s  

t h e  “ b l a c k  h o l e "  t h a t  f o r c e s  H R  c a r e ­

g i v e r s  t o  t a k e  t h e i r  b e s t  g u e s s  w h e n  

t r e a t i n g  a  s t r a n g e r .

T o  s o m e ,  t h i s  s o u n d s  l i k e  a  j u g g e r ­

n a u t — H a y d u k  a d m i t s  th a t  “ t h e r e  a r e  a  

l o t  o f  p e o p l e  w h o  n e e d  a c c e s s  t o  m e d ­

i c a l  r e c o r d s  t o  e n s u r e  t h e  q u a l i t y  o f  

c a r e " — b u t  D i g  B r o t h e r  i s  n o t  y e t  i n  

c o m p l e t e  c o n t r o l  o f  t h e  s y s t e m .  “ T h e  

c u r r e n t  s t a t e  o f  a f f a i r s . "  e x p l a i n s  M a r ­

g a r e t  A m a t a y a k u l .  e x e c u t i v e  d i r e c t o r  

o f  t h e  C o m p u t e r - b a s e d  P a t i e n t  R e c o r d  

I n s t i t u t e ,  " i s  r e a l l y  l i m i t e d  t o  e x c h a n g ­

i n g  i n f o r m a t i o n  w i t h i n  a n  o r g a n i z a t i o n  

( t h e  l a b  s y s t e m  ' t a l k s '  t o  t h e  p h a r m a c y  

s y s t e m )  a n d  l o  a  v e r y  l i m i t e d  e x t e n t  

a m o n g  o r g a n i z a t i o n s  o f  a  g i v e n  e n t e r ­

p r i s e  ( t h e  h o s p i t a l  p a s s e s  t h e  d i s c h a r g e  

s u m m a r y  t o  t h e  h o m e  h e a l t h  a g e n c y  o f  

t h e  s a m e  e n t e r p r i s e ) .

" A n y  e x c h a n g e  o f  i n f o r m a t i o n  

a c r o s s  e n t e r p r i s e s  i s  p r e s e n t l y  d o n e  in  

m u c h  t h e  s a m e  m a n n e r  a s  in  t h e  p a s t , "  

s h e  ' a y s .  I n  o t h e r  w o r d s ,  s o m e o n e  

w i t h i n  a  h e a l t h  c a r e  o r g a n i z a t i o n  m u s t  

m a k e  a  p h o n e  c a l l ,  p u t  a  f i l e  i n  t h e  

m a i l  a n d  t r a n s f e r  i n f o r m a t i o n  f r o m  o n e

d a t a b a s e  l o  a n o t h e r .

F r a n k l y ,  s a y s  J . D .  K l e i n k e ,  s e n i o r  

d i r e c t o r  o f  H C I A ,  I n c . .  a  h e a l t h  i n f o r ­

m a t i o n  s y s t e m s  f i r m  o u t s i d e  B a l t i ­

m o r e ,  t h e  t h r e a t  t o  p r i v a c y  t h r o u g h  

i m p r o p e r  u s e  o f  r e c o r d s  h a s  e x i s t e d  

“ e v e r  s i n c e  r e c o r d s  w e r e  k e p t  o n  c l a y  

t a b l e t s . "  R o b e r t  H u g h e s ,  p r e s i d e n t  o f  

t h e  M a s s a c h u s e t t s  A s s o c i a t i o n  o f  

H M O s .  a g r e e s .  " Y e a r s  a g o .  m y  w i f e  

w o r k e d  a t  a  b i g  d o w n t o w n  h o s p i t a l , "  

h e  r e c a l l s .  " S h e  u s e d  t o  h a v e  t o  c h a s e  

r e c o r d s  d o w n .  T h e  d o c t o r s  w o u l d  b e  

c a r r y i n g  t h e m  a r o u n d  in  t h e i r  b r i e f c a s ­

e s :  t h e y ' d  b e  t a k i n g  t h e m  t o  l u n c h . "

S t i l l ,  w a r n s  L a u r a  B r o w n ,  m a n a g e r  

o f  i n f o r m a t i o n  s e c u r i t y  a t  E r n s t  &  

Y o u n g  L L P  i n  S a n  F r a n c i s c o .  " I f  a  

c l i n i c a l  s y s t e m  i s  c o n n e c t e d  in  s o m e  

w a y  t o  t h e  I n t e r n e t ,  a n d  i t ' s  n o t  u s i n g  

s a f e g u a r d s ,  a  h a c k e r  c o u l d  h a c k  i t . "  

A n d  a s  p a t i e n t  r i g h t s  a d v o c a t e  N a g e l  

p o i n t s  o u t :  " T h e  f a c t  t h a t  i n f o r m a t i o n  

c a n  b e  t r a n s f e r r e d  in  a  w a y  t h a t  i s  n e i ­

t h e r  o n e r o u s  n o r  i m p o s s i b l e  i s  l e a d i n g  

a n  i n c r e a s i n g  n u m b e r  o f  p e o p l e  l o
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Very likely

Somewhat likely

Somewhat unlikely

Very unlikely

Undecided

Who’s driving the info explosion?
Employers and health plans see  information system s as a key to making disease 
management efforts pay off. In a national survey on pharmacy benefit management, 
William M. Mercer company found that about 70 percent o f employers plan to require their 
pharmacy benefit manager to integrate prescription and medical data and communicate 
clinical information to their medical earners. Such system s multiply the number o f people 
with quick and ready access to patient records, and som e observers fear this will increase 
the risk o f security lapses.

Employers that plan to explore 
Employers that plan to require development of an integrated Rx plan

integration of Rx and medical data for Indemnity, TOS, and HMO

d e s i r e  i t .  t o  f e e l  e n t i t l e d  l o  it a n d .  in  

l a r g e  p a r t ,  t o  h e  g e t t i n g  i t . "

N a g e l  h a s  c o n s u l t e d  o n  s o m e  l a w ­

s u i t s  t i l e d  a g a i n s t  s t a t e  o r g a n i z a t i o n s ,  

s u c h  a s  t h e  s t a t e  o f  C a l i f o r n i a ,  w h i c h  

d e m a n d e d  l h a t  P a c i f i C a r e  t u r n  o v e r  

“ h u n d r e d s  o f  t h o u s a n d s  o f  c o m p u t e r  

f i l e s ,  i n c l u d i n g  p e r s o n a l  m e d i c a l  

r e c o r d s  a n d  p e e r  r e v i e w  r e c o r d s ,  w i t h ­

o u t  p a t i e n t  k n o w l e d g e  o r  c o n s e n t . ”

H y p o t h e t i c a l l y ,  t h e  s l a t e  c o u l d  h a v e  

s e n t  c l e r k s  l o  l o o k  a i  a r m l o a d s  o f  p a p e r  

r e c o r d s .  B u t .  s a y s  N a g e l .  " T h e  e a s e  o f  

h e i n g  a b l e  l o  c o l l e c t  t h e  i n f o r m a t i o n  

m a k e s  it  m u c h  m o r e  l i k e l y  l o  b e  

d e s i r e d . "  T h e  s u i t  w a s  s e t t l e d  s o  l h a t  

o n l y  r e c o r d s  p e r t a i n i n g  t o  t h e  s t a l e ' s  

s p e c i f i c  q u e s t i o n s  w e r e  p r o v i d e d .

S e l e e t i v i t y  i s  n e e d e d ,  e v e n  in  t h e  

a g e  o f  c o m p u t e r s ,  s a y s  I - r a n  B a s t i o n ,  

h e a l t h  a n d  w e l f a r e  b e n e f i t s  m a n a g e r  

a l  s e l f - i n s u r e d  D i g i t a l  E q u i p m e n t  

C o r p .  i n  M a y n a r d .  M a s s .  " I  s h o u l d

n o t .  n o r  d o  I n e e d  t o  h a v e ,  a c c e s s  t o  

i n d i v i d u a l  h e a l t h  r c e o r d s .  I c o u l d n ’ t 

c a r e  l e s s  a b o u t  i n d i v i d u a l  d a t a . "  s a y s  

B a s t i c n .  “ S h a r i n g  i n f o r m a t i o n  d r i v e s  

b e t t e r - q n a l i t y  o u t c o m e s  a n d  b e t t e r  

c o s t - e f f e c t i v e n e s s ,  b u l  I c a r c  a b o u t  t h e  

a g g r e g a t e .  I f  t h e  d a t a  s h o w  I h a v e  a n  

e m p l o y e e  p o p u l a t i o n  a t  h i g h  r i s k  o f  

h e a r t  d i s e a s e ,  1 w a n !  t o  s i t  d o w n  w i t h  

m y  p r o v i d e r  a n d  s t r u c t u r e  a  p l a n  th a t  

w i l l  h e l p  m y  w o r k f o r c e . "

In  f a c t ,  i t ’ s  n o t  n e c e s s a r y  l o  r e v e a l  

p a t i e n t  i d e n t i t y  in  m a s s  d a t a  s e a r c h e s  

s u c h  a s  t h o s e  u s e d  i n  o u t c o m e s  

r e s e a r c h :  i n  t h a t  k i n d  o f  w o r k  n a m e s  

c a n  e a s i l y  b e  s t r i p p e d  f r o m  r e c o r d s .  

" T h a t  i s  w h a t  c o m p u t e r s  d o  b e s t , "  

A m a l a y a k u l  s a y s .  " C o m p u t e r s  c a n  d o  

j u s t  a b o u t  a n y t h i n g  y o u  c a n  p r o g r a m  

t h e m  t o  d o . "

O f  c o u r s e ,  i n s u r e r s  h a v e  f o r  m a n y  

y e a r s  b e e n  r e q u i r i n g  d o c t o r s  t o  p r o ­

v i d e  c o m p l e t e  c o p i e s  o f  p a p e r  r e c o r d s

a s  p a r i  o f  q u a l i t y  a s s u r a n c e  r e v i e w .  

W h i l e  m a n y  p h y s i c i a n s  h a v e  r e g a r d e d  

t h i s  a s  u n w a r r a n t e d  i n t r u s i o n s  o n  t h e i r  

t u r f ,  H u g h e s  a r g u e s  t h a t  r e v i e w  o f  a  

s p e c i f i c  c a s e  c a n  p r o v i d e  b e n e f i t s .  

" W h a t  h a p p e n s  i f  y o u ' r e  d o i n g  t a l k  

t h e r a p y  f o r  a  e a s e  o f  d e p r e s s i o n ,  w h e n  

d r u g s  c o u l d  h a v e  h e l p e d ?  A n d  i n s t e a d  

y o u ' v e  g o t  t h e  p a t i e n t  c o m i n g  i n  f o r  

t w o  y e a r s ? "  h e  a s k s .  “ S o m e o n e  

c h e c k i n g  t h e  c h a r t  c o u l d  f i n d  o u t .  It 

m a y  n o t  h a v e  a n y t h i n g  t o  d o  w i t h  

c o s t .  T h a t ' s  a  q u a l i t y  i s s u e . "

B u t  w h e t h e r  i t ’ s  i n d i v i d u a l  r e c o r d s  

o r  m a s s e s  o f  d a t a ,  " t h e  p e r c e p t i o n  o u t  

t h e r e  t h a t  t h e  h e a l t h  c a r e  i n d u s t r y  i s  

w i l l y - n i l l y  p r o v i d i n g  t h i s  s t u f f  i s  j u s t  

n o t  t r u e , "  m a i n t a i n s  H a y d u k .

W h a t th e  pu b lic  fe a r s  m o s t
" D o  y o u  m a s t u r b a t e ?  H o w  a r e  y o u r  

r e l a t i o n s h i p s  w i t h  y o u r  p a r e n t s ,  

f r i e n d s ?  H a v e  y o u  e v e r  b e e n  p r c g -
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n a  111?  H a v e  y o u  h a d  a n  a b o r t i o n ? ”  

T h e s e  a r c  i | i i e s i i o n s  a b o u t  p a t i e n t s  

t h a t  R i c a r d o  L c w i t u . s ,  M D .  c h i e f  o f  

p e d i a t r i c s  a t  M a r l b o r o  H o s p i t a l  i n  

M a s s a c h u s e t t s ,  s a y s  i n s u r e r s  r o u t i n e l y  

r e q u i r e  p h y s i c i a n s  l o  a n s w e r .  “ A s  a  

p e d i a t r i c i a n . "  h e  s a y s .  " I  a m  v e r y  c o n ­

c e r n e d  a b o u t  h o w  i n f o r m a t i o n  a v a i l ­

a b l e  t o  t h i r d  p a r t i e s  w i l l  a f f e c t  t h e s e  

c h i l d r e n ’ s  f u t u r e s . "

L c w i t u s ’  c o m m e n t s  a r c  a m o n g  

m a n y  t h a t  a p p e a r  i n  a  r e p o r t  b y  t h e  

M a s s a c h u s e t t s  M e d i c a l  S o c i e t y ’ s  t a s k  

f o r c e  o n  p a t i e n t  p r i v a c y  a n d  c o n f i d e n ­

t i a l i t y ,  o n e  o f  t h e  m o s t  c o m p l e t e  t o  b e  

i s s u e d  b y  s u c h  a n  o r g a n i z a t i o n .

B e y o n d  e m b a r r a s s m e n t ,  e m p l o y e e s  

w o r r y  t h a t  i f  c e r t a i n  h e a l t h  c o n d i t i o n s  

b e c o m e  k n o w n ,  t h e y  m a y  l o s e  o u t  o n  

a  p r o m o t i o n  o r  j o b  s e c u r i t y .  ” 1 h a t e  t o  

t e l l  y o u  h o w  m u c h  t h i s  g o e s  o n  e v e r y  

d a y . ”  s a y s  K a t h l e e n  F r a w l e y .  v i c e  

p r e s i d e n t  f o r  l e g a l  a n d  p u b l i c  p o l i c y  

s e r v i c e s  f o r  t h e  A m e r i c a n  H e a l t h  

I n f o r m a t i o n  M a n a g e m e n t  A s s o c i a ­

t i o n .  In  a  1 9 %  s t u d y  r e p o r t e d  in  Sci- 
enee and Eni;iiiceriiif‘ Ethics, a  t e a m  

l e d  b y  L i s a  N .  ( J e l l c r  o f  H a r v a r d  

M e d i c a l  S c h o o l ' s  d i v i s i o n  o f  m e d i c a l  

e t h i c s ,  f o u n d  2 0 6  c a s e s  in  w h i c h  i n d i ­

v i d u a l s  h a d  b e e n  d e n i e d  j o b s ,  i n s u r ­

a n c e .  t h e  r i g h t  t o  a d o p t  c h i l d r e n ,  e d u ­

c a t i o n a l  o p p o r t u n i t i e s  o r  p a r t i c i p a t i o n  

i n  t h e  a r m e d  s e r v i c e s  b e c a u s e  t h e y  

h a d  o r  w e r e  s u s p e c t e d  o f  h a v i n g  a  

p r e d i s p o s i t i o n  t o  a  g e n e t i c  d i s e a s e .

T h i s  t y p e  o f  a c t i o n  i s .  o f  c o u r s e ,  

i l l e g a l ,  b u t  H a y d u k  p o i n t s  o u t  l h a t  it is  

" a  d i s c r i m i n a t i o n  i s s u e ,  n o t  a  c o n f i ­

d e n t i a l i t y  i s s u e . "  I f  a n  e m p l o y e r  o r  

i n s u r e r  a c t s  in  a  d i s c r i m i n a t o r y  w a y ,  

e m p l o y e e s  m a y  l a k e  a c t i o n  u n d e r  f e d ­

e r a l  l a w .  s u c h  a s  t h e  A m e r i c a n s  w i t h  

D i s a b i l i t i e s  A c t  a n d  t h e  H e a l t h  I n s u r ­

a n c e  P o r t a b i l i t y  a n d  A c c o u n t a b i l i t y  

A c t  o f  1 9 9 6 .

A m o n g  t h e  m o s t  s e n s i t i v e  i s s u e s  

t i r e  m e n t a l  h e a l t h ,  a s  w a s  l e a r n e d  b y  a  

M a s s a c h u s e t t s  g r a n d m o t h e r  w h o  

s o u g h t  t r e a t m e n t  t h r o u g h  h e r  I I M O  

d u r i n g  a  f a m i l y  d i s p u t e .  “ S h e  t h o u g h t  

h e r  s e s s i o n s  w i t h  t h e  p s y c h i a t r i s t  w e r e  

c o n f i d e n t i a l . "  N a g e l  s a y s ,  a n d  w o u l d  

r e m a i n  i n  t h e  d o c t o r ’ s  p r i v a t e  f i l e .

A n d  t h e n ,  “ s h e  f o u n d  o u t  t h a t  d e t a i l e d  

n o t e s  o n  h e r  e v e r y  m e e t i n g  w i t h  h i m  

h a d  b e e n  e n t e r e d  i n t o  h e r  c o m p u t e r ­

i z e d  m e d i c a l  r e c o r d . "

A  m o r e  c a l a m i t o u s  c a s e  o c c u r r e d  at 

t h e  S o u t h e a s t e r n  P e n n s y l v a n i a  T r a n s i t  

A u t h o r i t y ,  w h e r e  a n  o f f i c i a l  u n d e r ­

l i n e d  n a m e s  o f  a l l  p a t i e n t s  o n  a n  

A I D S  d r u g  a n d  s t a r t e d  m a k i n g  

i n q u i r i e s  a b o u t  a  m a n a g e r  w h o  w a s  

t a k i n g  i t .  B e f o r e  s h e  w a s  s t o p p e d ,  

e m p l o y e e s  f o u n d  o u t  a n d  m a d e  t h e  

m a n ’ s  l i f e  m i s e r a b l e .  A  f e d e r a l  j u r y  

a w a r d e d  h i m  $ 1 2 5 , 0 0 0 ,

I n  m o s t  s l a t e s ,  r e c o r d s  o n  m e n t a l  

h e a l t h .  H I V / A I D S  a n d  s u b s t a n c e  

a b u s e  f a l l  u n d e r  s t a t u t e s  r e q u i r i n g  s p e ­

c i f i c  a u t h o r i z a t i o n  f o r  r e l e a s e .  A  m o r e  

e f f e c t i v e  s o l u t i o n  m a y  b e  k e e p i n g  

t h e m  p h y s i c a l l y  s e p a r a t e .

T h a t ' s  t h e  s t r a t e g y  a t  S t .  J o h n  

H e a l t h  S y s t e m ,  w h i c h  e n c o m p a s s e s  

s e v e n  h o s p i t a l s  i n  f o u r  c o u n t i e s  o f  

M i c h i g a n .  I t s  c o m p u t e r i z e d  p a t i e n t  

r e c o r d  s y s t e m  w i l l  u s e  e n c r y p t i o n ,  

p a s s w o r d s  a n d  a u d i t  t r a i l s ,  b u t  p s y c h i ­

a t r i c  d a t a ,  I I I V / A I D S  s t a t u s  a n d  o t h e r

s e n s i t i v e  i n f o r m a t i o n  w i l l  b e  k e p t  

o n l y  i n  l o c a l  s y s t e m s  w i t h i n  t h e  

a p p r o p r i a t e  d e p a r t m e n t s .  P r o v i d e r s  

i n t e r e s t e d  i n  t h e s e  d a t a  “ w i l l  h a v e  t o  

f o l l o w  u p  w i t h  t h e  a t t e n d i n g  p h y s i ­

c i a n . "  s a y s  R o d  D y k c h o u s e ,  v i c e  

p r e s i d e n t  o f  i n f o r m a t i o n  s y s t e m s .

T h e  te c h n o lo g y  fo r tr e s s
l i r n s l  &  Y o u n g ’ s  B r o w n  s a y s  t h e r e  

a r e  t h r e e  a s p e c t s  t o  c o m p u t e r  s e c u r i t y ,  

a n d  t h e  t e c h n o l o g y  e x i s t s  l o  d e a l  w i t h  

e a c h  o n e .  T h e  b a s i c  q u e s t i o n  o f  p r i v a ­

c y  i n v o l v e s  t h e  l i k e s  o f  t h e  1 6 - y e a r -  

o l d  h a c k e r  w h o  l e t r i e v c d  B o b  D o l e ’ s  

m e d i c a l  r e c o r d s  f r o m  t h e  I n t e r n e t .  

I n t e g r i t y  i s  a  m a t t e r  o f  w h e t h e r  a  m e s ­

s a g e  a r r i v e s  i n  e x a c t l y  t h e  f o r m a t  it 

s t a r t e d  o u t  i n .  W a s  it c a u g h t  a l o n g  t h e  

w a y .  a l t e r e d  a n d  s e t  b a c k  o n  i t s  

c o u r s e ?

B o t h  o f  t h e s e  i s s u e s  a r e  e a s i l y  h a n ­

d l e d  b y  e n c r y p t i o n ,  t h e  c o m p u t e r - g e n ­

e r a t e d  g a r b l i n g  a n d  u n g a r b l i n g  o f  a  

m e s s a g e .  Y e s ,  e n c r y p t i o n  c a n  b e  b r o ­

k e n ,  b u t  t h e  j o b  c a n  t a k e  o n e  o r  t w o  

s u p e r c o m p u t e r s ,  s a y s  B r o w n ,  a n d  t h e  

v a s t  m a j o r i t y  o f  h a c k e r s  a n d  s n o o p s  

d o  n o t  h a v e  a c c e s s  t o  s u c h  r e s o u r c e s .

T h e  t h i r d  c o n s i d e r a t i o n ,  a u t h e n t i c i ­

t y  i s  a  m a t t e r  o f  d e t e r m i n i n g  t h e  

l e g i t i m a c y  o f  t h e  u s e r .  H o w  d o  y o u  

k n o w ,  f o r  i n s t a n c e ,  t h a t  a  p r e s c r i p t i o n  

i s  c o m i n g  f r o m  a n  a u t h o r i z e d  i s s u e r ?  

C e r t i f i c a t e  a u t h o r i t i e s ,  t h i r d  p a r t i e s  

w h o  v e r i f y  i d e n t i t y ,  s a y s  B r o w n ,  c a n  

h e l p  d e t e r m i n e  i f  t h e  p r e s c r i p t i o n  i s  

c o m i n g  f r o m  t h e  h e a l t h  p l a n  o r  t h e  

b r i l l i a n t  1 5 - y e a r - o l d  n i e c e  w h o s e  a u n t  

w a n t s  a n  u n a u t h o r i z e d  r e f i l l .

U n f o r t u n a t e l y ,  t h e r e  a r e  n o  

a b s o l u t e  g u a r a n t e e s  t h a t  p r o t e c t i v e  

t e c h n o l o g y  w i l l  b e  p u l  in  p l a c e ,  s t a f f s  

p r o p e r l y  t r a i n e d  o r  p o l i c i e s  h o n o r e d .  

In  a  s u r v e y  o f  1 , 3 2 0  c h i e f  i n f o r m a t i o n  

o f f i c e r s  a n d  o t h e r  s e n i o r  e x e c u t i v e s  a t  

c o m p a n i e s .  7 1  p e r c e n t  e x p r e s s e d  a  

l a c k  o f  c o n f i d e n c e  i n  t h e  s e c u r i t y  o f  

t h e i r  c o m p u t e r  n e t w o r k s  “ b o t h  f r o m  

i n t e r n a l  a n d  e x t e r n a l  a t t a c k . ”  a c c o r d ­

i n g  t o  l i r n s l  i t  Y o u n g  a n d  Infonmitioii 
Week, w h i c h  c o n d u c t e d  t h e  s t u d y  a n d  

r e l e a s e d  t h e  r e s u l t s  l a s t  O c t o b e r .

A m o n g  t h e  1 0 0  s u r v e y  r e s p o n d e n t s

B u sin ess  & H ealth



f r o m  t h e  h e a l t h  c a r e  i n d u s t r y ,  i n c l u d ­

i n g  H M O s  a n d  I. s p i t a l s .  7 7  p e r c e n t  

i n d i c a t e d  t h e i r  s e n i o r  m a n a g e m e n t  

t h o u g h t  i n f o r m a t i o n  s e c u r i t y  w a s  

i m p o r t a n t  o r  e x t r e m e l y  i m p o r t a n t ,  

s a y s  B r o w n ,  b u t  t h e i r  c o m m i t m e n t  

w a s  s p o t t y .  F o r  i n s t a n c e ,  o n l y  2 1  p e r ­

c e n t  h a d  a  s y s t e m  i n  p l a c e  t o  c l a s s i f y  

d a t a  b y  i t s  s e n s i t i v i t y  a n d  d e t e r m i n e  

w h o  w i l l  h a v e  a c c e s s  t o  i t .  O n l y  2 6  

p e r c e n t  h a d  p o l i c i e s  g o v e r n i n g  t h e  

c o n d u c t  o f  e l e c t r o n i c  b u s i n e s s  t r a n s ­

a c t i o n s ,  s u c h  a s  s e n d i n g  a  b a t c h  o f  

p r e s c r i p t i o n  o r d e r s  t o  a  p h a r m a c y  

s u p p l i e r .

E i g h t y - t w o  p e r c e n t  d i d  n o t  o f f e r  

s t a n d - a l o n e  s e c u r i t y  o r i e n t a t i o n  p r o ­

g r a m s  t o  n e w  e m p l o y e e s ,  a n d  7 2  p e r ­

c e n t  d i d  n o t  p r o v i d e  r e g u l a r  u p d a t e s  

o n  i n f o r m a t i o n  s e c u r i t y  a s  s y s t e m s  

c h a n g e d .  B r o w n  s a y s .  B o t h  o f  t h e s e  

a r e  i m p o r t a n t  in  t h e  e v e n t  o f  l a w s u i t s ,  

s h e  p o i n t s  o u t .  I f  y o u ' r e  n o t  t a k i n g  

c a r e  o f  y o u r  e m p l o y e e s  t h i s  w a y .  

“ y o u ’ r e  g o i n g  f a l l  d o w n  i n  c o u r t . ”  

S o m e  o r g a n i z a t i o n s  a r e  t a k i n g  n o  

c h a n c e s .  T h e  e m e r g e n c y  p h y s i c i a n s  a l  

I n f i n i t y  H e a l t h  C a r e  a r c  l e a d i n g  a  

c o n s o r t i u m  o f  c o m p a n i e s  i n  s e l l i n g  u p  

t h e  c i v i l i a n  p o r t i o n  o f  t h e  e m e r g e n c y  

n e t w o r k  p r o j e c t ,  w h i c h  w i l l  m e s h  

w i t h  a  l o o p  u n d e r  d e v e l o p m e n t  b y  t h e  

U . S .  D e p a r t m e n t  o f  D e f e n s e .

D a t a  s a f e l y  i s  a n  i n t e g r a l  p a r t  o f  t h e  

p r o j e c t .  B a r t h c l l  s a y s ,  “ a n d  w e  h a v e  a  

w h o l e  g r o u p  w o r k i n g  o n  i t . "  T h e  h e a d  

o f  t h a t  g r o u p .  S t e v e n  K u l i c k ,  M D ,  

a l s o  o f  I n f i n i t y ,  s a y s  t h a t  n o t  o n l y  w i l l  

t r a n s m i s s i o n  t a k e  p l a c e  o n  a  n e t w o r k  

s e p a r a t e  f r o m  t h e  I n t e r n e t ,  b u t  b o t h  

s o f t w a r e  a n d  h a r d w a r e  w i l l  b e  

e n c r y p t e d .  A u d i t  t r a i l s ,  w h i c h  k e e p  a 

r e c o r d  o f  w h o  h a s  t a p p e d  i n t o  o n - l i n e  

i n f o r m a t i o n ,  w i l l  b e  i n s t a l l e d  a s  w e l l .

O n  t h e  w h o l e ,  s a y s  H u g h e s ,  H M O s  

" g o  l o  a l l  s o r t s  o f  l e n g t h s  — p a s s ­

w o r d s ,  d o u b l e - b l i n d  s t u f f — t o  p r o v i d e  

p r o t e c t i o n  i n  t h i s  a r e a . "  M a n y  f e a r  I h e  

i d e a  o f  t l r :  b r i l l i a n t  w a c k o  w h o ,  f r o m  

t h e  o u t s i d e ,  i s  a b l e  t o  c r a c k  w h a t  s e e m  

l i k e  s e c u r e  d a t a ,  b u t  a  f a r  g r e a t e r  

t h r e a t  i s  t h e  w o r k e r  w i t h  a u t h o r i z e d  

a c c e s s  t o  r e c o r d s .

A  f e w  e x a m p l e s  o f  s e r i o u s  m i s u s e

a l r e a d y  e x i s t :  T h e  s t a t e  p u b l i c  h e a l t h  

e m p l o y e e  i n  F l o r i d a  w h o  a l l e g e d l y  

p a s s e d  a  l i s t  o f  A I D S  p a t i e n t s  a r o u n d  

a  g a y  b a r ;  t h e  e m p l o y e e  w h o  s e n t  

c o u n t r y  s i n g e r  T a m m y  W y n e t t e ' s  

c o m p u t e r i z e d  m e d i c a l  r e c o r d s  l o  a  

n a t i o n a l  t a b l o i d .

T h e  ro le  o f  e th ic s  a n d  la w
“ A l l  t h e  p r o f e s s i o n s  h a v e  c o d e s  o f  

e t h i c s ,  a l l  o f  t h e m  a d d r e s s i n g  c o n f i ­

d e n t i a l i t y .  E v e r y  h o s p i t a l  i n  t h e  n a t i o n  

h a s  a  c o d e  o f  e t h i c s , "  s a y s  F r a w l e y  o f  

t h e  A m e r i c a n  H e a l t h  I n f o r m a t i o n  

M a n a g e m e n t  A s s o c i a t i o n .  A t  s o m e ,  

s u c h  a s  K a i s e r ,  b r e a c h  o f  c o n f i d e n t i a l ­

i t y  i s  r e a s o n  l o r  i m m e d i a t e  d i s m i s s a l .  

B u t .  s h e  a d d s ,  “ I t ’ s  n o t  t h e  h o s p i t a l s  

o r  t h e  h e a l t h  c a r e  p r o v i d e r s  t h a t  a r e  

t h e  p r o b l e m ,  I t ’ s  t h e  p e o p l e  w h o  a r e  

u n r e g u l a t e d . "  I n s u r a n c e  c o m p a n i e s  

a n d  l a r g e  H M O s .  s h e  b e l i e v e s ,  s i m p l y  

d o  n o t  h a v e  t o  a n s w e r  t o  a  p r o v i d e r ’ s  

c o d e  o f  e t h i c s .

“ T h e  a v e r a g e  h o s p i t a l  a d m i s s i o n  

r e c o r d  i s  s e e n  b y  6 0  t o  S O  p e o p l e . "  

a d d s  D e i r d r c  M u l l i g a n ,  s t a f f  c o u n s e l  

f o r  t h e  C e n t e r  f o r  D e m o c r a c y  a n d  

T e c h n o l o g y ,  “ m o s t  o f  w h o m  a r e  n o t  

g o v e r n e d  b y  a n y  f e d e r a l  p o l i c y  a n d  

w h o  a r e  r e g u l a t e d  b y  v e r y  l i t t l e  s t a t e  

p o l i c y . "  A w a r e  t h a t  m a n y  e x i s t i n g  

c o n f i d e n t i a l i t y  s t a t u t e s  p r e d a t e  t h e  

t e c h n o l o g y  t h a t  n o w  s e r v e s  a s  t h e  

s p i n e  o f  h e a l t h  c a r e ,  s t a t e s  a r e  b e g i n ­

n i n g  t o  l a k e  o n  t h e  c o m p l e x  t a s k  o f  

c r a f t i n g  n e w  l e g i s l a t i o n .

T h e  p o t e n t i a l  d i f f i c u l t i e s  t h a t  l a w ­

m a k e r s  f a c e  w e r e  i l l u s t r a t e d  a t  t h e  

f e d e r a l  l e v e l  l a s t  y e a r  i n  a c t i o n s  s u r ­

r o u n d i n g  t w o  k e y  p i e c e s  o f  c o n f i d e n ­

t i a l i t y  l e g i s l a t i o n :  a  b i l l  c o n c e r n i n g  

i n d i v i d u a l  p a t i e n t  r i g h t s  s p o n s o r e d  b y  

R e p .  J a m e s  M c D e r m o t t  ( D - W a s l t . )  

a n d  a  m e a s u r e  g o v e r n i n g  a c c e s s  s u b ­

m i t t e d  b y  S e n s .  R o b e r t  B e n n e t t  ( R -  

U t a h )  a n d  P a t r i c k  L e a h y  ( D - V t . ) .

N e i t h e r  p a s s e d ,  i n  p a r t  b e c a u s e  o f  

d i s a g r e e m e n t  o v e r  t e c h n i c a l  i s s u e s ,  

b u t  b e h i n d - t h e - s c e n e s  s k i r m i s h i n g  

a l s o  s l o w e d  I h e  p r o c e s s .  S o m e  I I M O s  

a n d  t r a d i t i o n a l  p a y e r s  p u b l i c l y  

f a v o r e d  p r o t e c t i o n s ;  b u t  F r a w l e y  

h e a r d  l o b b y i s t s  f o r  s o m e  o f  t h e s e

o r g a n i z a t i o n s  m a k e  p i t c h e s  a g a i n s t  

r e g u l a t i o n  i n  m e e t i n g s  w i t h  H o u s e  

a n d  S e n a t e  s t a f f .

F r a w l e y  e x p e c t s  t h a t  l o b b y i s t s  " w i l l  

b e  o u t  i n  f u l l  f o r c e  a g a i n ”  w h e n  t h e  

l e g i s l a t i o n  i s  r e - i n t r o d u c e d  t h i s  y e a r ,  

b u t  s h e  p o i n t s  o u t  t h a t  i f  C o n g r e s s  

d o e s n ’ t a c t  b y  A u g u s t  1 9 6 8 .  t h e  

H e a l t h  I n s u r a n c e  P o r t a b i l i t y  A c t  

r e q u i r e s  S e c r e t a r y  o f  U . S .  H e a l t h  a n d  

H u m a n  S e r v i c e s  D o n n a  S h a l a l a  t o  

s t e p  i n .  " I  s t i l l  t h i n k  t h e  l e g i s l a t i o n  

w i l l  p a s s  C o n g r e s s , ”  s h e  p r e d i c t s .  " I  

d o n ’ t t h i n k  a n y o n e  w a n t s  t o  g i v e  I h e  

S e c r e t a r y  o f  H e a l t h  a n d  H u m a n  S e r ­

v i c e s  t h e  f i n a l  a u t h o r i t y  l o  d r a f t  l e g i s ­

l a t i o n .  b e c a u s e  t h e y ’ r e  a f r a i d  t h e  

r e s u l t  w o u l d  b e  o v e r l y  b r o a d . "

T h e  i m p o r t a n c e  o f  e t h i c a l  a n d  l e g a l  

c o n s i d e r a t i o n s ,  h o w e v e r ,  is  e q u a l e d  b y  

t h e  f i n a n c i a l  b o t t o m  l i n e  o f  t h e  p r i v a ­

c y  a n d  c o n f i d e n t i a l i t y  i s s u e — a n d  i t ’ s  

n o t  j u s t  l h a t  u n t r u s t w o r t h y  h e a l t h  

p l a n s  w i l l  l o s e  c u s t o m e r s .  " I f  t h e  s y s ­

t e m  y o u  o f f e r  i m p r o v e s  h e a l t h  a n d  

p r e v e n t s  i l l n e s s  a t  t h e  l o w e s t  c o s t ,  

e v e r y o n e  w i n s , "  N a g e l  s a y s .

" I f .  o n  t h e  o t h e r  h a n d ,  e m p l o y e e s  

a n d  p a t i e n t s  s e e  t h e  h e a l t h  c a r e  s y s ­

t e m  a s  t o o  l e a k y  w i t h  p e r s o n a l  i n f o r ­

m a t i o n ,  p a t i e n t s  w i l l  w i t h h o l d  it f r o m  

t h e i r  d o c t o r s  a n d  d e l a y  t r e a t m e n t  

u n t i l  t h e  l a s t  p o s s i b l e  m o m e n t .  T h e y  

w i l l  l i e  a b o u t  t h e i r  l i f e s t y l e ,  c o n c e a l  

t h e i r  g e n e t i c  b a c k g r o u n d ,  a n d  a l l  t h e  

o u t c o m e s  s t u d i e s  t h a t  w e  a r e  d e s i g n ­

i n g  l o  a n s w e r  q u e s t i o n s  a b o u t  h e a l t h  

c a r e  w i l l  b e  b a s e d  o n  e r r o n e o u s  

i n f o r m a t i o n . "

H a y d u k  l o o k s  o n  I h e  b r i g h t  s i d e ,  

a r g u i n g  t h a t  t h e  c o n t r o v e r s y  " p r o v i d e s  

a n  o p p o r t u n i t y  t o  b e t t e r  s a f e g u a r d  t h i s  

i n f o r m a t i o n  m u c h  m o r e  e f f e c t i v e l y  

t h a n  i n  t h e  o l d  d a y s  o f  a  t i l e  f o l d e r  s i t ­

t i n g  i n  s o m e o n e ' s  d r a w e r . "  A d d s  

H a y d u k ,  “ W h i l e  i t ' s  n e w  a n d  s c a r y ,  

i t ' s  a  c h a n c e  t o  i m p r o v e  t h e  h e a l t h  

c a r e  s y s t e m . "

Jan Ziegler is based In 
Washington, D.C., and writes 
frequently on managed carc at id 
social issues. She is a coi itributlng 
editor with B u s i n e s s  &  I l o o l t h .
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THE ORI GI NATOR OF NONSEDAT I NG RELIEF
I S  C H A N G I N G  A T T I T U D E S

IN  S E A S O N A L  A L L E R G Y  RELIEF. . .
A G A I N !

S a f e  — Cardiac effects 
comparable to placebo; safe with 
erylhromycin or ketoconazole; Fast _  Ra id re|fe, _  
no black box warnings a| , (lou|

—  e v e n  

h i g h  p o l l e n  c o u n t s '

E a s y  &  E c o n o m i c a l  —

F l e x i b l e  b i d  d o s i n g  f o i  p a t i e n t s  

1 2  y e a r s  o f  a g e  a n d  o l d e r ; 

l o w e s t - p r i c e d  b r a n d e d  

n o n s e d a t i n g  a n l i h i s t a r r , . n e ;' '

S t r o n g  —  S i g n i f i c a n t  r e l i e f  c o m p a r e d  t o  

p l a c e b o  a t  p e a k  a n d  t r o u g h  p l a s m a  l e v e l s

N o n s e d a t i n g  —  N o  C N S  e f f e c t s  

s i g n i f i c a n t l y  g r e a t e r  t h a n  p l a c e b o 1

In  c l i n i c a l  trials, i h e  i n c i d e n c e  o f  a d v e r s e  e v e n t s  w a s  
s im i la r  l o  p l a c e b o .  T h e  r nos l  c o m m o n l y  r e p o i l e d  a i e  
v ir a l  i n f e c t io n  ( c o l d ,  flu) ( 2 . 5 %  vs 1 .5% ). n a u s e a  
( 1 . 6 %  vs t . 5 % ) ,  a n c f  d y s r n e n o i r h e a  ( 1 . 5 %  vs 0 .3 2 6 )

‘  A  d o s e  o l  6 0  m g  o n c e  d a i l y  is r e c o m m e n d e d  a s  i h e  

s t e a l in g  d o s e  in p a t i e n t s  w i t h  d e c r e a s e d  r e n a l  f u n c t i o n .

j B a s e d  o n  a v e r a g e  w h o l e s a l e  p r i c e  | A W P ) ,  a  p u b l i s h e d  list 

p r i c e  that  m a y  n o t  n. ‘f lee t  a c t u a l  p r i r . o  p a i d  b y  p h a r m a c i e s  

o r  c o n s u m e r s  P r i c e  c o m p a r i s o n s  a r e  n o l  i n t e n d e d  t o  i m p l y  

s i m i l a r  l e v e l s  o l  e f f e c t i v e n e s s .

Please see piny libinq information on udjao ■ it [xjgo
P R E S C R I B E  T H E  F R E E D O M

fexofenadine HCI60 mg
ViWifMOVJfl/llA
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Proscribing Information no o1 July 1996
ALLEGRA™
( f o x o f e n a d l n o  h y d r o c h l o r i d e )  C a p s u l e s  
60 mg
DESCRIPTIONFaxofcnadmo hydrochlondo, Hus nctrvo tngrodionl ol ALLEGRA" wilh Iho chomical nnmo (i) 4-11 hydrovy-4|4-(hydroxydiphunylmothyl)-1 pipofiainyl) butyl]....iHnothyl ben?onoacotic ucid hydrochlondo. II tws Iho following chemical Mructuro:Iho molecular weight i, 530 13 on<J Iho umpincul lomiul.i Is C1?Hj-,N04»MCI. Foxolonadrno hydrochlo- ndci li u whilo lo nil white cryj>Julltno powder. II is frouly r.olublo in molhanol ond ethanol. slinhtly soiiihto in chloroform ond wator. and inBo/iiblo in boxan© Fexofenadine hydrochloride is n racomatoand oxtsts ns a /wiltaeon m aqueous modui ol phys • • nciolojjkcalpHAll F.GRA'U is formulutod us capsules lor otnl odminlslrntion. Each capsule contains GO mq fuxutonudmo liyiliochloiido nnd Iho following oxop;ants. croscnrmolloso sodium, qrjiutm. locioso, miciociyjt.illino collu- tn.so, nnd progoiatrrv/od starch. Tho pi-nlod copsuio shr>M is mndo Iroin qolalin, non ox.do, silicon dioxide, sodium lauryl sullalo. Mamum d.oxido, and othnr Inqrodionls 
CLINICAL PHARMACOLOGY Mechanism of Actionf o»olon,idine. a metabolite of lorlonadmo, is on antihhitammo with Rclcctivo peripheral H,-wcoptor antag­onist activity Fexofenadine mlnbilod onltgon mduccd bionchospasm in sonsih/od guinea pigs nnd lusta- rrmn roloaso Irom pontonooi mnsl calls in raIs In Inljnrntnry nnim.il* no anticholinergic or niphai odrcnorgir rocopior blocking otlocls woro observed. Moreover, no eodulrvu or othor central nervous system effects wero otisorvod ftadioiabolod lissuo dislnbution studios in ruto indicatod lhal toxofonadmo duos not cross Iho blood brnm bamor.PhormBCoKJncllcBFoxotonodmo hydrochlondo wns rapidly absorbed following oral ndmmislrohon ol n Single doso ol Iwo 60 mg cujisulos to healthy malo voluntoors wilh n mean limn lo maximum ptasmn concenlrol on occuinng at 2.6 fiours postdoso Alter admmrstfiilion ol n s-ogio GO mg do&O os nn oral so'ulion lo healthy subjects. Iho mean plasrtui concentration was 209 ngrr.L Moan steady Mato peak plasma concentrnlions of 266 ng'rnL wore obvorvod when healthy voluntoors woro ndmmisloiod multiplo doses ol fexofenadine hydrochkwido (CO ing oral solution ovory 12 hours for 10 dosos) Foxofcnndmo pharmacofcinol'Ts wore 'near for oral (JoSOS up lo 120 mg IWKtn duty Alll»ough tho absotuto b'O.ivailabiMy ol foxofona'J.iii; hydfocttfondi' c .ipsuios is unknown. Iho capsules nro biocquivrtloni to an oral solution Inn rnaao ol.minaltnn hnif-l.fo of fnxefnnnd.nn wax l«t -1 hours following admmr.irolion ol 60 mg. tw.co daily, lo sleady stalo in normal vohrnloorx.Human mass balance studios documonlod n rocuvory ol Approximately 00".. and If. of Iho |'‘C)foxofonwfino hydrochlo ode ooso m Iho locor. and unno. respectively Approximately 6% ol die total doso was motaboi./cd Because Ihe abvjiuhi bioavailability uf fexofenadine hyclrcy.hlorido has nol bmin osfab- hshod. II is unknown if fho tccnl component reprosonls unabsorbed drug or iho result of bihary oxcrelron Thu phamiacokinotrcs of foxnftmadmG hydrnchtondu in seasonal allergic rhinitis palionls wero surntnr to tlioso in healthy subjects PenV lexolonadino plasmn concenlrotions were similar tiotwoon ndo'oscon! (12 to years ol nyc) and ndull pationis Fejiofonad.no is 60 '.. lo 70'o bound lo plasma proteins, primarily nibum.n ond»«(-acid glycoprotein Special PopulationsSpecial fi-puiaiion phannacnkinrhc*. (for ngo und renal nr.d hepatic impairment), obtained allnr a smgio nf 60 mg Iciofenadirm hydrochfondo. woro compared to Ihosu from normal subjoefs in a ra'p.iralo study of S'huiar dotugn Wfnio subject weights woro rotalivciy uniform botwoen studios, those spoci.il (mpulatKHi (Vtbonfs wnro MibstantiBlfy oklur than Pm he.ilthy younq voluntoors Thus, nn ago cffoct may bo con'oundmg iho pharmncokinoK differoncur. observed m somo of tho r.pociai pcputat<onsEffect ot Ago. In older subjects ( €6 years o'rl) peak plasmn lovofs of feiofanadmo wuio 99'. greafor Ifun Ibose ahservod in normal voluritcors (*66 years ckJ) Mean et>m>r;ation half livos wc-ro furmiar to dioso observed in normal voluntoors (tonally Impaired. In pntionls with mild (crcatinm«» cloaranco 41 BO ml/mtn) lo suvero (croatn no cloaranco 11 40 mL/m o|foruil impairmonl. peak plasma levels ol foxofonodmo woro and Hr., groalor. ruspoctrvnly. and moon olimmaiion hall lives we'u iO'. and 7 2r. longer, rojqmctivoly, than obrmrvnd in normal voluntoors I’oak jiJasmu lovols in palicnbi on rtuityr.iR (cronlrnitNj cloaranco • 10 mL/mmi worn H2' •• gusilor and had lily was 3f • longer Hum obr.orvod in normal volirhlcoh) Da sod on increases tn t....uv i labii.ty and halMiln, a dose of 60 mg ooCO da*fy is nrcommpiwJud us iho M ining doso in patronts w.tn docroased renal lunction (Smi DOSAGE ANDADMlNlliTHAflON)Hepatlcally Impaired. Thu priarmuccl".! Ik & of lokOfonadmo liydriKhlondO m paironh. w.iii hep a., disease dal not differ substantially from th it ubservod m heal 11 »y subjecisEffect of Gender. ACfOS'i several fnals. no n.nicalty c.g.ubMnr ganrtnr mlaiad d.ffarnnrns worn ntnervvK)in th<> pharmacokinoht ;. of foiofortadinn

PhofmocodynamlciWheal ond Flare. Human hislamino skm wfmal and ftofO ttud'f.. foUowmg oinglo nnd twice dmi/ div.os "t 20 rrg and 40 mg fe»»'ler'.id im hydrochturidn domonsirjtod dial iho drug oifiJnts nn antihinlnminn olfocl lty 1 Imur. aefvovos max.rnmn i tfoct at 2 3 hours, nnd un offocl is si ll soon at 12 liourn Ihem was no ovxlonco o' tnloranco la llwsn offoclv after 20 days of dosingEffects on QTc. In dog-.. 110 rn'>'kjj'd.iy. o*a"v for 6 days) and Nibb'ts 110 mg'Vrj inlravonrmr.ly over nno houN loxofonftdmo (i> 1 not prolong QTc al pfiismn conccntrufmna lhal warn at Inasf 20 nnd r.3 times, mspactrvoly. the diorajuiutic pl.n.mu cnncmlrulKMis in rnan (ba-.ed on u 60 mg twico daily IcmtenaiJino hydrochloride dmrt) No offdcl was ob‘H»rve»l on tntcHim Chanool CuihiMt. ifolrtynd K c?>u**r.«»r (uiieni. or action polontuil duration in nuihea p'fl myucyios. Na curmnt in tat neonatal myocytes, or on Iho delayed mct'fior K (harmi.il cinrwul Irnrn hurtuiri rm wi al concentrations up to I x 10 M of foxofnnad.riii This conconudfron wr.-. ul lo.iul 32 hrnos iho Umrapaoiic plasma concuhimlioM in inan (basml on u 60 rug (wrco daily fciofenad nn liydrochlorKlo dorar)No sfAtisKany siqn.fii'unt irMu<aso m uman OTr mlnrval comiwrprl to pLicobo was ob'.arvpd hi 714 MM'.* n.a uilorg'C ihm.us patmnls givon fnxolnriadino hydrochloiKln aipsulrn in dosos of CO mg lo .'40 mg tw«.o da.ly lot iw<i weeks or iii 40 iMiuflhy volunliHiia given feiofCrt.ukrK* .hydrochloride ns nn uMl vjUiI 'mi nl doses up lo 400 mg Iwro daily lor 6 days Clinical StudiesIn i|i».-o. 2 w. ek, mull, cnnlnr, randorn./r .i *nu hiiml, piacnho conlroiiod Inals in patHmlii 12 Ml yuan, nl age with .national uKorgtc rl uni tie (n !6:H|. fuxoferwsditHr hytirw filondn 60 HHI tw*co daily skjn.l antly rodocud (olat symptom scorns (Iho sum ».« lf*o individual 'row. lur r,n.w./.ng ihinoirhe.i tuny mr.ogkilAtO/ttifO.it. uchy waleryued tiyfr'-l r omparod lo pliretio .r.talu.tK%iliy uiymticniil mduclKUK m *.ympt..m scores warn uM.orvod following Ifm first GO tug tfosn wilh Ihn iiftuct maitilaineil thruuglRiul Iho 12 hour iriinrvnl In gmo.al lliuro was rw. mMi'.ooal roduction in IcMI Symptom with higher do*a»r.ot lexofarMibno up lo i'40 hwj hv* o riaily Aiihouyh dm humiirr nf »...f»,er h. m \nnw> of ih.. r.uiigioup*. w is small. Iht’to wore no stgn.lvar.i diffarnncns >n Ihn pffncl of loiofnrurlno hydr«»r.hlcrKlo across rait>groups of patmnts (Itilirxd by gender, ago arwl rare On sol nf m lion for roduclRMi In lolril tyrtg»lo»n ecoots oicknling nntAl rongutiiion. was otHCivoil nl 60 minutes eOn'pamd lopi.e. elm fntmwrnn a smglo (v) mg foxoloiuvfuii. hydmchlOtKlO doso Jd»i».'"‘.Wr(w| to paTe ni'i w in r.easoail aiiergw Murni.s who wnro nxjeis/d in ragweed j4.u.ei m an eriv.ronmnnl.il rxfr.sute urul 
INDICATIONS AND USAGEA| t rflRA,M is md.cated tut Ihe rolejf «.f syrrg.irirns U9̂ <lah)r| w lh seasonal nllnrqic rhinitis in adults and children 12 years nl age and older Symptoms treated offeclivnfy mdudo vnoo/mg rtunnrrfusi, itchy nose (uiluta.lnnutf, ilcfiy watery/rod cym.
CONTRAINDICATIONSAt 11 ORA"* is contra indicated m patinnin with kiMnvn liyperuimmlivdy to any nl «!:• Nigrndifliitu
PRECAUTIONSDrug Interaction*In iwo separate sr.jd.ns fen.huuid no li/drot hk>ndo 170 mg hv.-n daily (twice tlx> rnccmmetKfod doso) v is rn ailrnini-.IntiHl wilh iiiylhromycm 600 mg every h Iwhhs or kolix.ona/ute 400 »»h| OfR.n daily ursWu nleady nliilnrond'ltons lo normal heaUhy viriiinti*e»4 (n 74. r. Mialy) N>. .Mlnien..  ̂ir» ,pjvni>..r evnnts er Qlc 'Hli"V.rl W'-re nhservwd when vnty.r t were arlminnti.red Inxnlnn.vt.ert hytporhlniKJo iitrme nr in rnmhinu Vxhi wa'ierylt.rniiiyi in nr kel.wi.na/nie The lind.ng. nf Ifi.’se i.lutlu'u am t.iimmnn/ed rn Ihn foiiowMK|lah'e

Effects on Slondy-Slato Foxolonndlno Pharmacokinetics Alter 7 Days ol Co-Admlnislrnllon wilh Foxofonadlno Hydrochloride 120 mg Evory 12 Hours (Iwlco recommended doso)In Normal Voluntoors (na24)Concomitant CM„e5 AUC..a(0-12/i)D/ir<7 (Pnak plasma coneantmlion) (Ex tent of systemic, exposure I
Erythromycin »82 % »100%(600 mg ovory 0 his)
Kolocon.i/olo *135"» »16<1%(400 mg onco daily)

Tho mechanisms ot IhOfO into/actions nro unknown, and Iho |x>tontial lor into/action with olhor arolu ontllungal or macrolido urjonls has nol been studied Tfier.o chnngos in plasma levels woro wilhin IImj range ol plasma lovols achioved in ndegualo nnd well-conlrolliKl clinical Iriuls Foxolnnamno had no offocl on Iho pharmacokmolcs of orylhromycm or kotocorwolu 
Cnrclnogcnecle. Mutogoneil*. Impoirmcnt of FcrtllllyTho carcinogenic polontml and reproductive toxicity ol loxofen.ulmo hydrochlorido wero assessed usingitudwswi............... * ‘ “ "

ovWenco.mn'V gofli . . . .v/iiiios of foxomnadmo lhal woro up to four timos fho human fhorapouirc vnhro (based on a GO mg twice-

mglorfcnadmo Studios wilh ndoqunlo’foxofonndino oxposuiQ (based on pfasma orofl undor lho-curvo |AUCJ valuos) No ovrijenco ol carcinogenicity was observed wtion rn.ee nnd rats woro givon daily oral dosos of 50 and 150 mgVg of lorfonad.no for If) and 24 morilns, respoclivnly, Iheso doses rosuilod in pfasma AUC
daily foxofonudino hydrochlondo dosu).In imvitro (Uadonal Ftovorsn Mutation, CHO/HGPRT Forward Muhilion, and Ral Lymjjhocylo Chromosomal Ahorralion ossnys) and in vivo (Mouso Dune M.irrovr Micronuclnus assay) losls. loxolcna clino hydrochlondo rovoalod no ovrduhCO ol muiagomolyIn rul (ort liiy studios. (JOM folafcd roducnons in implants and mcroasos m por.tnnplflnlalion lossos woro fibsorvod at oral dosos oqunl lo or grnnlor than 160 m<}1<g nf teifonad ne. Ifiuso dosos produced plasma AUC values ol fexofenad no lluil woro equal fo or nronlor than throe limos Iho human therapeutic vafuo (bused on a 60-mg twico dniiy fonofunadino hydrochlorido doso)PrognnncyTorntogonlc Elfocts: Category C. Thoru was no uvidenco of laralogonicily in rnln or rabhilo at oral iQitenndino dosos up lo 300 mg/Vg; thoso dosos produced Inxofonadmo plasma AUC values lhal wero up lo 4 and 37 limes Iho human Ihorapouhc valuo (bnsod on a 60 mg twico dudy fexofonadmo iiydfochlondo doso), rospoctivolyI hero oro no odoquafo and woll conlmllod sludies in prognnnt woman Foxofonadino hydrochlondo should bo used during pregnancy only if Iho potential bonufil iusMios Iho potential risk to Iho fetus Nonloratogonlc Effocts. Do'o rolalod docroasos in (Hip woigfil gam and survrvjl woro obsorvod in rats

fexofenadine HC
P R E S C R I B E  T H E  F R E E D O M

ovpoood lo oral dosos oqual fo nnd grontor than 150 max,g of torfonadmo. at Ihoso dosos Iho (ilasm.i AUC values ol fexofnnadmo woro equal fo or greater than 3 timer. lf»o human Iheiflpoubc voluoa (hasod on a 60 mg twtco-daily Inxofonadmo hydrochlondo doso)Nursing MothersTtioro nro no ndequ do and well conlroiiod sludtes in women during larljition Rccaiiwr many drugs nro excreted in numan milk, caution nliould bo axurcisod when foxolcn.Klmo liydrocMondo is admmislered to a nursing woman Pedlttrlc UseSafety and effectiveness of ALLEGRA,U in podiatric palienls under Iho ago ot \2 yoarr. hnvo nof boon osi.ibkshod Across wn'l-cor.iroiiiwj clinical trials in patients with seasonal ailorqic rhiiulis. a total of 205 patients botwoon tho ngos of 12 t.) 16 years received doses ranging from 20 mg lo 240 rng fw«co daily for up lo Iwo weeks Adverse ovonts wimu smiJar rn this group compomd lo padonts aboro the ago ol 16 years Goflotrtc UsoIn place!>o cunliolled Inals, 4? pationts. igo GO fo G8 years, roceivcd dosos ol 20 mg to 240 mg of fokofonadmu rwrco dany tor up to fwo weeks Adverse events Wuro similar m this nroup fo patients under ago 60 yoar.*.
ADVERSE REACTIONSIn piacobo-controitod clrfucol trials, wr .cn included 2461 pat'onls rero.v.ng fcxolonad.no hydrochloride al doses nf i’O mg lo 240 rng fww.ci tliPy, ndveno events woro similar in fexofenadine hydrochlondo and placebo treated pationlv Tho mcfJcncc* ot advorf.o ovonts. rncfutf.ng drowsiness, was nol doso rolatod and was .similar across subgroups dotmcd by ago qendor, nnd roco Tfio percent ot patients whu withdrow premia luroly bocauso ol adverse ovonls was 2 2% with (oxolonadmo hyd/oditondo vs 3 3".. v«itfi pr.icotxi Ail adverse ovonts that woro reported by qroutor thjn 1 ol palient3 who rocoived Iho rucommnndeU auly doso ol foxufinuilme lrydroc.hi.jndo (fO mg twee■rtii'y). and Inal woro more common wlh texofcnad rm than placebo, oro iistod in mo tot lowing lab'm 

Adverse Experlnncvs Reported In Placebo-Controlled Seasonal Allergic Rhinitis Clinical Trials at Ratos ot Grenier Than 1%
Fototona&no 00 m; PlaceboTwee Daily Twee D.btyAfUrrsn Cniwiwncn (0̂079) (0-671)

ViiOI Infection (CM(J. Hut ? 5% 15%Nausea 16V 1 S%DysmnnorrtHin 1.5'« 0U%Otominn̂ s 1.3% 0.9 *»(5y.| <.pMM 1,3% 0 0%Fiit.giio 13% 0 0%
Adveiso ovonls occurring in g»o;i!er thun 1“. ol Inxnlona.-lme hydrarhfnrMio Iti'ultMl |Mlmnlx (60 rng twice (Lilly), bul Ifial worn tnoro common m Ihe placeho liuulcd gruup. include tMrailaclK) and Ihmul irr.laliort.Tho truquency urnl mugniludo 6f laboratory abnormaMwit we/u aimaar m toiofcnikdinu hydiochlghde nnd pi.Vi txilrealorl paliimi*.
OVERDOSAGEInfer matron rogardmg uculu ovcrdowtgo t.miiud to from ii«> .a tnais cu»»du'fei| rjm.ng meifî ui'ipmerit of ALLeGRA'** SmgtO noses of fexnfonarJ.no f.yd«iChlofHt« up to GOO rng (6 normal vniun h-.u*, j.i this doxn levol). and (Josox. up lo 69*) mg tww.o rLufy for one* month (.1 nnrtn.il volunteer, at Ih. i d.ixn levol), worn adniiruslorod wiIIkmj! Iho dtfvatopmoril of clinically tugnilicant udvcfio events In lf*o event ol ovuidoso. conŝ k't *.tanU.inJ ir'uusuros lo removo any irn<ite-uilmd drug Symptomatic and Mipfx.itiivo treatment is recommendedHemodiolysis dm not eifcclivoly romavo foiofenadrno from bl<xxl (up fc» I /*• removml) following lorfnnu- n ne .idmuwsfiAlionNo deaths occurred at oral dOser. Of fuxolon.vj no liyd«o<.»ikiiMje up to SOClO mg kg rn mu 0 117D i.mos Iho mui.ruiiin rocommended human doily oral dn'.o b.r*j»d on rwynv) and up to 6000 mg Vg hi rufs (330 lrriH»s ihn maximum rncomrnonded human d.uly oral dosa fi.iMst nil mg rn ) Add tKjr..i"y no eiimcnl •- gns ol luixcily oi grim n.i|fiulogv:al Imdirig'i were ulixirvod In rJogs. no evidence ot to-. - w,i> ubsorvinl al oral doses up I" 2000 mg kg (450 limes ihu nuiximum recommended Imman da ly Oral d>..« h > . • "e em >,., 
DOSAGE AND ADMINISTRATIONT (hi rr< onahonded doso of ALLt GRA'M i-> 60 rrnj twxtn du-iy fur adults iUkIcI'mIium 12 yeiev uf ago and oklei Aduse r.f f4) rug nnrn «I...lw m tocijmmurvtod Os fho Malting <Iomj in patients Wlh decreav.nl tenet furKfmn (See Cl (NICAL Pt lARMACOl OGV)
HOW SUPPLIEDALLEGRA'** M) mg t<ipi,u>i'S qro available m 1mh itnnvify polycttlytono JHDPE) Iwltfes uf 10 (NDC PrVlO 1103 41). HDPJ bullies (it too (NDC 0<Wt-Hu7 47j »(()»>( botil.e; nl MM) (NDC ODOM-1102-66) nrvl Atuin.num IchI blo.tur p.Kki. of IOC) (NDC QGNfl-1107-10)Al ll CiRA'M (tipsulos have a wfelij othUju.. r ap und a pink opaque tnxly tl o capitrlos ure i»r̂»rtnfdd rn t-'ai k eiV w>”i r-() mg* on me cep. nnd *110/  on tho 1">Vr.ioni Al I f (illA'M r.ipsulfu. ai ronlrnlleri mem |em|w.raiurn 76 26 C (6/1-7/ I) fort trnnkod blisler pm ks AtKMihl |je (irultH-lod Into) ilxcoiMve inorxturn

x.nt»ing Infuim ifi*>#» ns ul July 1990Pt
»Kmv tiM Manon RnusMt. Nw K.mt.pi Cify, MO Ml 17 USA
.i'j(*079f.g H o e c h s l  M a r i o n  R o u s s e l

It.-. I.u lb H.Metfl.tin* 1wi,.llU 4I I . »- i.i m Vh .miu
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A re w e  squeezing  th e 
ou t o f hospita ls?

life

A d e c a d e  o f c o s t cu tting h as left
m any hosp ita ls in
financial disarray,
ye t o thers are thriving
am id the fo rces
o f change. Their
creative re sp o n se s
are b lueprin ts for survival.

B y  V ic k i G e r s o n  
a n d  Em il V e r n a r e c

u s p i t a l s  h a v e  b e e n  a  

f a v o r i t e  t a r g e t  o f  c o s t - c u t -  

t u s  t h r o u g h o u t  a  d e c a d e  

o f  r e s t r u c t u r i n g  h e a l t h  

c a r e  d e l i v e r y — a n d  f o r  g o o d  r e a s o n .  

G i v e n  a  I ' e e - f o r - s c i v i c e  s y s t e m  t h a t  

e n c o u r a g e d  o v c r u l i l i z a t i o n  a n d  c u s h ­

i o n e d  c o n s u m e r s  f r o m  t h e  f u l l  f i n a n ­

c i a l  c o n s e q u e n c e s  o f  d e m a n d i n g  “ t h e  

b e s t ”  t h e r e ' s  n o  d o u b t  l h a t  h o s p i t a l s  

p r o v i d e d  c a r e  w i t h  o n l y  a  b r i e f  n o d  t o  

c o s t .

H u t  t h e  d a y s  o f  s u c h  l a r g e s s e  —  

w h i c h  s o m e  w o u l d  c a l l  g r o s s  i n e f f i ­

c i e n c y — tire  o v e r .  W h i l e  m a n y  h o s p i ­

t a l s  h a v e  m e t  t h e  c h a l l e n g e  o f  f i s c a l  

a c c o u n t a b i l i t y  b y  a d o p t i n g  a n  e n t r e ­

p r e n e u r i a l  s p i r i t ,  o t h e r s  h a v e  s u e  - 

c u m h c d  t o  I h e  p r e s s u r e :  W e l l  o v e r  7 0 0  

a c u t e  c a r e  h o s p i t a l s  c l o s e d  t h e i r  d o o r s  

b e t w e e n  I 0 S 7  a n d  1 0 0 5 .  a c c o r d i n g  l o

d a t a  f r o m  I h e  U . S .  D e p a r t m e n t  o f  

H e a l t h  a n d  H u m a n  S e r v i c e s .

T h e  H u r r y  o f  h o s p i t a l  c l o s i n g s  a n d  

c o n s o l i d a t i o n s ,  t h e  t r e n d  t o w a r d  f o r -  

p r o f i t  s t a t u s  a n d  t h e  s p r e a d  o f  h u g e  

h o s p i t a l  s y s t e m s  h a v e  r a i s e d  p u b l i c  

a l a r m  a n d  f o r c e d  I h e  q u e s t i o n :  H a v e  

w e  s q u e e z e d  h o s p i t a l s  t o o  h a r d ?

D e n n i s  S .  O ' L e a r y ,  M D .  p r e s i d e n t  

o f  t h e  J o i n t  C o m m i s s i o n  o n  A c c r e d i ­

t a t i o n  o f  H e a l t h c a r e  O r g a n i z a t i o n s  

( J C A H O )  d o e s n ' t  t h i n k  s o .  “ M a n y  

h o s p i t a l s  h a v e  s u c c e e d e d  in  b u i l d i n g  

c o m p l e x  o r g a n i z a t i o n s  t h a t  p r o v i d e  a n  

a r r a y  o f  s e r v i c e s ,  o f  w h i c h  a c u t e  c a r e  

i s  o n l y  o n e  p a r t  a n d  m a y  e v e n  h e  a  

d i m i n i s h i n g  p a r t . "  h e  s a y s .  “ M a n y  

o w n  a n d  o p e r a t e  a m b u l a t o r y  a n d  s u h -  

a e u l e  u n i t s ,  h o m e  h e a l t h  c o m p a n i e s ,  

a s  w e l l  a s  n u r s i n g  h o m e s .  H u t  t h e s e  

s i r e  n o t  h o s p i t a l s  a s  A m e r i c a  k n e w

t h e m  i n  19 5 1 ) .  T h e y ' . : n e t w o r k s  o f  

s e r v i c e s ,  o n l y  s o m e  o f  w h i c h  f l y .  

o p e r a t i n g  u n d e r  t h e  b a n n e r  o f  i n t e ­

g r a t e d  d e l i v e r y  s y s t e m s . ”

Y e t ,  a c c o r d i n g  t o  J a m e s  H e n t l e y .  

s e n i o r  v i c e  p r e s i d e n t  f o r  p o l i c y  a t  t h e  

A m e r i c a n  H o s p i t a l  A s s o c i a t i o n ,  t h e  

u p h e a v a l  i s  f a r  f r o m  o v e r .  I n d e e d .  

A H A  f o r e c a s t s  m o r e  h o s p i t a l  c l o s ­

i n g s .  a  c o n t i n u e d  i n c r e a s e  in  o u t p a ­

t i e n t  c a r e  a n d  f u r t h e r  r e d u c t i o n  i n  a n  

a l r e a d y  s e a l e d - h a c k  R N  s t a f f .  " I t ' s  

p a r t l y  f r o m  e c o n o m i e s ,  p a r t l y  f r o m  

n e w  t e c h n o l o g y  a n d  p a r t l y  f r o m  

c h a n g i n g  p u b l i c  e x p e c t a t i o n s . "  l i e  

s a y s .  “ T w e n t y  l o  2 5  p e r c e n t  o f  a l l  

h o s p i t a l s  a r e  l o s i n g  m o n e y  o n  t h e  b o t ­

t o m  l i n e .  T h e y  n e e d  c r e a t i v e  w a y s  t o  

k e e p  o u t  o f  t h e  r e d . "

C o s t  c r is e s  
s p a w n  in n o va tio n
R e m i n d e r s  o f  h o w  c r e a t i v e  h o s p i t a l s  

c a n  a c t u a l l y  h e  c a m e  a t  y e a r ' s  e n d .
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w h e n  h e a l t h  c a r e  m a n a g e m e n t  c o n s u l ­

t a n t s  H C I A .  I n c . ,  o f  B a l t i m o r e ,  a n d  

t h e  B o s t o n - b a s e d  W i l l i a m  M .  M e r c e r  

H e a l t h  C a r e  P r o v i d e r  C o n s u l t i n g  

P r a c t i c e  r e l e a s e d  i t s  l i s t  o f  t h e  “ l o p  

1 0 0 ”  U . S .  h o s p i t a l s  a n d  i n d u s t r y - w i d e  

b e n c h m a r k s  f o r  1 9 9 6 .

T h e  a n n u a l  a n a l y s i s ,  n o w  i n  i t s  

f o u r t h  y e a r ,  r a t e s  t h e  p e r f o r m a n c e  o f  

m o r e  t h a n  3 , 5 0 0  s h o r t - t e r m ,  a c u t e  

c a r c  f a c i l i t i e s ,  b a s e d  o n  M e d i c a r e  c o s t  

r e p o r t s  a n d  d i s c h a r g e  d a t a .  D a t a  f o r  

e a c h  h o s p i t a l  a r e  c o m p a r e d  t o  o t h e r s  

w i t h i n  i ts  p e e r  g r o u p ,  d e f i n e d  b y  s i z e ,  

l o c a t i o n  a n d  t e a c h i n g  s t a t u s .  P e r f o r ­

m a n c e  m e a s u r e s  i n c l u d e  r i s k - a d j u s t e d  

m o r t a l i t y  a n d  c o m p l i c a t i o n s ,  a v e r a g e  

l e n g t h  o f  s t a y ,  e x p e n s e  p e r  a d j u s t e d  

c h a r g e ,  p r o f i t a b i l i t y ,  o u t p a t i e n t  a c t i v i ­

t y .  l o n g - t e r m  g r o w t h  i n  e q u i t y  a n d  

p r o d u c t i v i t y .  H o s p i t a l s  w i t h  t h e  h i g h ­

e s t  s c o r e s  o n  a l l  e i g h t  m e a s u r e s  d e t e r ­

m i n e  t h e  b e n c h m a r k  p e r f o r m a n c e  

w i t h i n  e a c h  p e e r  g r o u p .

T h e  s t u d y  f o u n d  t h a t  t h e  p e r f o r ­

m a n c e  o f  t h e  1 0 0  t o p  h o s p i t a l s  

a d v a n c e d  o v e r  I 9 9 5 \ s  b e n c h m a r k s  i n  

j  “  m e a s u r e s  a n d  i m p r o v e d  

s i g n i f i c a n t l y  in  l o n g - t e r m  g r o w t h  in  

e q u i t y ,  o u t p a t i e n t  r e v e n u e  a n d  p r o d u c ­

t i v i t y .  T h e  i w o  i n d i c a t o r s  o f  c l i n i c a l  

q u a l i t y — m e d i a n  m o r t a l i t y  a n d  c o m p l i ­

c a t i o n s — i m p r o v e d  m o d e s t l y .  T h e  

r e s e a r c h e r s  f o r e c a s t  t h a t  i f  a l l  U . S .  h o s ­

p i t a l s  c o u l d  m a t c h  t h e  p e r f o r m a n c e  o f  

t h e  b e n c h m a r k - s c l t e r s ,  s o m e  $ 2 7  b i l ­

l i o n  in  h o s p i t a l  e x p e n s e s  w o u l d  b e  c u t .

T h e  f i n a n c i a l  h e a l t h  o f  t h i s  y e a r ' s  

b e n c h m a r k  h o s p i t a l s  w a s  d r a m a t i c a l l y  

h i g h e r  t h a n  t h e i r  p e e r s ' — a c h i e v i n g  a  

1 1 4  p e r c e n t  h i g h e r  m e d i a n  g r o w t h  in  

e q u i t y  b e t w e e n  1 9 9 3  a n d  1 9 9 5 .  T h e  

l a r g e s t  c o n c e n t r a t i o n s  o f  b e n c h m a r k  

h o s p i t a l s  w e r e  in  t h e  W e s t  a n d  S o u t h ,  

a r e a s  t h a t  h a v e  e x p e r i e n c e d  f i e r c e  

c o m p e t i t i o n  a n d  h i g h  t m - n a g e d  c a r e  

p e n e t r a t i o n .

“ O u r  s t u d y  s h o w s  y o u  c a n  b e  v e r y  

p r o f i t a b l e  a n d  b u i l d  y o u r  b u s i n e s s  b y  

o p e r a t i n g  a s  t h e  b e n c h m a r k  h o s p i t a l s  

d o , "  s a y s  J e a n  C h c n o w e i h .  s e n i o r  v i c e  

p r e s i d e n t  w i t h  I I C ' I A .  “ I t ’ s  r e a l .  W l i a i  

y o u  h a v e  i n  t h o s e  h o s p i t a l s  a r e  s u p e r b  

m a n a g e m e n t  l e a n  . "

W h a t  i m p r e s s e d  C h e n o w e t h  m o s t  

w a s  t h e  s t e a d y  u p w a r d  t r e n d  o f  t h e  

b e n c h m a r k s  o v e r a l l .  “ T h e  p e r f o r ­

m a n c e  k e e p s  i m p r o v i n g  e v e r y  s i n g l e  

y e a r , "  s h e  s a y s ,  " a n d  n o t  o n l y  o n  I h e  

W e s t  C o a s t ,  b u t  in  F l o r i d a .  T e n n e s s e e  

a n d  T e x a s — a l l  h i g h l y  c o m p e t i t i v e  

a r e a s .  T h e  b e n e f i c i a r y  o f  t h e  c o m p e t i ­

t i o n  a p p e a r s  t o  b e  t h e  c o n s u m e r ,  

b e c a u s e  h o s p i t a l s  w o r k  h a r d  a t  

i m p r o v i n g  in  a  n u m b e r  o f  c a t e g o r i e s . ”  

M i k e  B l a s z y k ,  a  p a r t n e r  w i t h  M e r ­

c e r ’ s  H e a l t h  C a r e  P r o v i d e r  C o n s u l t i n g  

P r a c t i c e ,  s a y s  t h e  a n a l y s i s  s h o w s  l h a l  

“ I h e  b e s t  h o s p i t a l s  h a v e  g o t t e n  b e t t e r .

49
com bilH im ’.

l i f f i c i e n c y  a n d  e f f e c t i v e n e s s  d i d  n o t  

r e d u c e  q u a l i t y .

" W e  a l s o  e x p e c t e d  l o  s e e  m o r e  p e n ­

e t r a t i o n  b y  f o r - p r o f i l s . "  s a y s  B l a s z y k .  

“ b u t  t h a t  p e r c e n t a g e  a c t u a l l y  

d e c r e a s e d ,  w h i c h  m e a n s  t h e  n o t - f o r -  

p r o f i t s  h a v e  g o t t e n  v e r y  c o m p e t i t i v e . "  

T h e  g r o u p  o f  b e n c h m a r k  h o s p i t a l s  

i n c l u d e d  2 7  i n v e s t o r - o w n e d  a n d  7 3  

n o t - f o r - p r o f i t  h o s p i t a l s ,  w i t h  4 2  h o s p i ­

t a l s  f r o m  l a s t  y e a r ' s  l i s t  r e p e a t i n g .  In  

1 9 9 5 ,  3 3  i n v e s t o r - o w n e d  a n d  9 7  n o t -  

f o r - p r o f i t  h o s p i t a l s  m a d e  t h e  l i s t .

O n e  n o t - f o r - p r o f i t  t h a t  h a s  a p p e a r e d  

o n  t h e  “ t o p  100" l i s t  t w o  y e a r s  i n  a  

r o w  i s  S t .  L u k e ’ s  H o s p i t a l .  N e w  B e d ­

f o r d .  M a s s .  ( L a s t  y e a r .  S t .  L u k e ' s  

m e r g e d  w i t h  t w o  n e i g h b o r i n g  c o m m u ­

n i t y  h o s p i t a l s ,  C h a r l t o n  M e m o r i a l  o f  

F a l l  R i v e r  a n d  T o b e y  H o s p i t a l  i n  

W a r c h a m ,  t o  f o r m  t h e  S o u t h c o a s t  

H o s p i t a l s  G r o u p . )  R o b e r t  P .  M i l i e u ,  

n o w  t h e  S o u t h c o a s t  C O O ,  c r e d i t s  t h e  

h o s p i t a l ' s  s u c c e s s  t o  i t s  s t r o n g  c o m ­

m u n i t y  i n v o l v e m e n t  a n d  c o n t i n u o u s  

q u a l i t y  i m p r o v e m e n t .

“ W e  l e a r n e d  t h e  l e s s o n  f r o m  b u s i ­

n e s s  a n d  i n d u s t r y  t h a t  i f  y o u  i m p r o v e  

q u a l i t y ,  y o u r  c o s t s  g o  d o w n , ”  s a y s  

M i l i e u ,  " a n d  a t  t h e  s a m e  t i m e  y o u  

i m p r o v e  t h e  i n d i v i d u a l ’ s  h e a l t h  a n d  

I h e  o r g a n i z a t i o n ’ s  h e a l t h . ”  T h e  h o s p i ­

ta l  t a r g e t e d  t w o  k e y  a r e a s  w i t h  a  b i g  

i m p a c t  i m  c o s t s ,  e x p l a i n s  M i l i e u :  t h e  

r a l e  o f  h o s p i t a l  i n f e c t i o n s — e a c h  i n c i ­

d e n c e  o f  w h i c h  a d d s  a b o u t  $ 2 , 0 0 0  in  

c o s t s — a n d  t h e  r a t e  o f  c o m p l i c a t i o n s  

f r o m  p r o c e d u r e s  a n d  s u r g e r y .

L i k e  m a n y  o t h e r  h o s p i t a l s ,  S o u t h -  

c o a s t  a l s o  h a s  d e d i c a t e d  s u b s t a n t i a l  

r e s o u r c e s  t o  o u t p a t i e n t  t r e a t m e n t ,  

w h i c h  a c c o u n t s  f o r  a b o u t  4 0  p e r c e n t  

o f  r e v e n u e  a n d  h a s  e c l i p s e d  i n p a t i e n t  

p r o c e d u r e s  b y  a  r a t i o  o f  s e v e n  t o  t h r e e ,  

s a y s  M i l l e n .  . S o u t h c o a s t  o p e r a t e s  a b o u t  

3 5  o u t p a t i e n t  u n i t s  ' h r o u g h o u l  t h e  

c o m m u n i t y .  A s  p a r t  o f  t h e  s h i f t ,  it 

u p g r a d e d  t h o s e  f a c i l i t i e s  a n i l  e s t a b ­

l i s h e d  a  v i s i t i n g  n u r s e  s e r v i c e ,  w h i c h  

m a k e s  a b o u t  9 . 0 0 0  v i s i t s  a  y e a r .

T h e  I I C I A - M e r c c r  s t u d y  r e c o g n i z e d  

; tu  o n g o i n g  a n d  s i g n i f i c a n t  t r e n d  

' . ' ‘ a c t i v i t y .  A m o n g  t h e

b e n c h m a r k  h o s p i t a l s ,  t h e  m e d i a n  p r o ­

p o r t i o n  o f  o u t p a t i e n t  r e v e n u e  w a s  3 5  

p e r c e n t .  F o r  a l l  h o s p i t a l s  s t u d i e d ,  

g r o w t h  i n  o u t p a t i e n t  r e v e n u e  r a n g e d  

f r o m  5 . 9  t o  1 0  p e r c e n t .  B u t  b e n c h m a r k  

h o s p i t a l s  i n c r e a s e d  t h e i r  o u t p a t i e n t  

b u s i n e s s  a l  a  r a l e  5 0  p e r c e n t  h i g h e r  

t h a n  t h e i r  p e e r s ,  H C I A ' s  C h e n o w e t h  

n o t e s  t h a t  o v e r  t h e  f o u r  y e a r s  o f  d o i n g  

t h i s  s t u d y ,  " t h e  s i t e  o f  c a r e  a p p e a r s  t o  

b e  b e c o m i n g  m o r e  a p p r o p r i a t e . "

S o u l h e o a s t ' s  M i l l e n  a l s o  c r e d i t s  h i s  

o r g a n i z a t i o n ' s  s u c c e s s  t o  i t s  r e s p o n ­

s i v e n e s s  t o  c o m m u n i t y  n e e d ,  a  f a c t o r

Tho S tato  of Hoalth C aro  in A m erica 1997

07720341

09433660



t h a t  s t e e r e d  S t .  L u k e ’ s  a w a y  f r o m  a n  

o f f e r  t o  j o i n  a  f o r - p r o f i t  c h a i n .  " O u r  

t r u s t e e s  w a n t e d  t o  f o c u s  o n  t h e  n e e d s  

o f  t h e  l o c a l  c o m m u n i t y  w e  s e r v e  a n d  

d i d  n o t  w a n t  t o  b e  c o n t r o l l e d  b y  a n  

e n t i t y  s e v e r a l  s t a t e s  a w a y , "  h e  s a y s .

A n o t h e r  b e n c h m a r k  h o s p i t a l  w i t h  a  

s t r o n g  c o m m u n i t y  f o c u s ,  b u t  w h i c h  is  

p a r t  o f  a  f o r - p r o f i t  c h a i n ,  i s  C o l u m b i a  

C a s t l e v i e w  H o s p i t a l  i n  r u r a l  P r i c e ,  

U t a h .  A n  8 4 - b e d  f a c i l i t y ,  C a s t l e v i e w  

h a s  s e t  " t o p  1 0 0 "  b e n c h m a r k s  t h r e e  

y e a r s  in  a  r o w .  A l t h o u g h  t h e  n e a r e s t  

h o s p i t a l  is  7 5  m i l e s  a w a y  a n d  s e p a r a t e d  

f r o m  P r i c e  b y  t h e  W a s a t c h  M o u n t a i n s ,  

C a s t l e v i e w  f a c e s  c o m p e t i t i v e  p r e s s u r e  

n o n e t h e l e s s ,  a c c o r d i n g  t o  C E O  A l l e n  

P e n r y .  “ P e o p l e  t h i n k  ‘ b i g g e r  is  b e t t e r . '  

Y e t  C a s t l e v i e w  w a s  a c c r e d i t e d  b y  

J C A H O  w i t h  c o m m e n d a t i o n . ”

P e n r y  s a y s  t h a t  b e i n g  p a r t  o f  t h e  

C o l u m b i a  s y s t e m  h a s  g i v e n  C a s t l e ­

v i e w  a c c e s s  n o t  o n l y  t o  l o w e r  s u p p l y  

c o s t s  f r o m  n a t i o n a l  c o n t r a c t s ,  b u t  a l s o  

t o  s h a r e d  i n f o r m a t i o n  a m o n g  t h e  n e a r ­

l y  3 5 0  h o s p i t a l s  in  t h e  s y s t e m .  " E v e r y  

q u a r t e r ,  C o l u m b i a  s p o n s o r s  G a l l u p  

s u r v e y s  o f  p a t i e n t s ,  p h y s i c i a n s  a n d  

e m p l o y e e s  t o  a s s e s s  w h a t  w c  c a n  b e  

d o i n g  b e t t e r  a n d  t h e n  s u g g e s t s  a c t i o n  

p l a n s  a n d  m a r s h a l s  r e s o u r c e s  b e h i n d  

t h e m . "  s a y s  P e n r y .  C o l u m b i a  a l s o  

r e g u l a r l y  d i s s e m i n a t e s  “ b e s t  d e m o n ­

s t r a t e d  p r a c t i c e s '  w i t h i n  t h e  s y s t e m .

M o s t  r e c e n t l y .  C a s t l e v i e w  h a s  

f o c u s e d  o n  m a k i n g  t h e  e m e r g e n c y  

r o o m ,  w h i c h  o f t e n  f o r m s  p e o p l e ' s  f i r s t  

i m p r e s s i o n  o f  a  h o s p i t a l ,  m o r e  a t t r a c ­

t i v e  a n d  c o m f o r t a b l e  a n d  c u t t i n g  t h e  

w a i t  t i m e  t o  t r e a t m e n t  b y  h a v i n g  e m e r ­

g e n c y  m e d i c a l  t e c h n i c i a n s  d o  t r i a g e  

a n d  c l e r i c a l  p r o c e s s i n g  s i m u l t a n e o u s l y .

T h e  h o s p i t a l  h a s  a l s o  e s t a b l i s h e d  

" c l i n i c a l  p a t h w a y s ”  f o r  s p e c i f i c  c o n d i ­

t i o n s .  t o  s t r e a m l i n e  c a r e  a n d  r e d u c e  

l e n g t h  o f  s t a y .  P e n r y  s a y s  s u c h  p r o t o ­

c o l s  a r e  n o w  i n  p l a c e  f o r  p n e u m o n i a  

a n d  j o i n t  r e p l a c e m e n t  a n d  h a v e  h e l p e d  

l o w e r  t h e  h o s p i t a l ' s  o v e r a l l  a v e r a g e  

l e n g t h  o f  s t a y  f r o m  a b o u t  f o u r  d a y s  l o  

a  l i t t l e  u n d e r  ( h r e e - a n d - a - h a l f  d a y s .

A n o t h e r  f a c t o r  P e n r y  c r e d i t s  f o r  t h e  

h o s p i t a l ' s  s u c c e s s  is  c l o s e  c o l l a b o r a t i o n  

w i l h  i ts  c o m m u n i t y  a d v i s o r y  b o a r d .  In

t h r e e  y e a r s ,  t h e  b o a r d  h a s  g r o w n  f r o m  

1 0  p e o p l e  t o  m o r e  t h a n  2 0 0  a s  it h a s  

i n v o l v e d  l o c a l  g o v e r n m e n t  a n d  s c h o o l s  

in  a d d r e s s i n g  c o m m u n i t y  h e a l t h  p r o b ­

l e m s  s u c h  a s  h i g h  t e e n  p r e g n a n c y  r a t e s  

a n d  — P r i c e  b e i n g  a  c o a l - m i n i n g  

t o w n — p u l m o n a r y  d i s e a s e .

I n  a n  e n v i r o n m e n t  o n  t h e  o p p o s i t e  

e x t r e m e  o f  C a s t l c v i e w ’ s  i s  H e r m a n n  

H o s p i t a l  i n  H o u s t o n ,  w h i c h  a l s o  h a s  

a p p e a r e d  i n  t h e  “ t o p  1 0 0 "  t w o  y e a r s  

s t r a i g h t .  H e r m a n n  s i t s  a m o n g  1 3  h o s ­

p i t a l s  c o n c e n t r a t e d  i n  a  t w o - t o - t h r e c -  

s q u a r c - m i l c  a r e a  i n  H o u s t o n  c a l l e d  

t h e  “ T e x a s  m e d i c a l  c e n t e r . "

F e w  a r e a s  c o u l d  b e  a s  c o m p e t i t i v e :  

T o g e t h e r ,  t h e  c l u s t e r  o f  h o s p i t a l s  h a s  

m o r e  t h a n  6 . 8 0 0  b e d s .  " A l l  t h e  h o s p i ­

t a l s  w e r e  b o o m i n g  y e a r s  e a r l i e r  w h e n

t h e  m o n e y  w a s  f r e e r , ”  s a y s  L y n n  

W a l l s ,  C O O  o f  H e r m a n n .  “ A s  r e v e n u e  

h a s  l i g h t e n e d ,  c o m p e t i t i o n  h a s  g o t t e n  

f i e r c e  f o r  m a n a g e d  c a r e  c o n t r a c t s . "

A c c o r d i n g  t o  W a l t s ,  H e r m a n n ' s  

h i g h  p e r f o r m a n c e  i s  t h e  r e s u l t  o f  s e v ­

e r a l  i n i t i a t i v e s ,  s u c h  a s  f o r m i n g  a  n e t ­

w o r k  o f  3 0 0 - p l u s  p r i m a r y  c a r e  p h y s i ­

c i a n s ,  t a r g e t i n g  a r e a s  f o r  q u a l i t y  

i m p r o v e m e n t ,  m o n i t o r i n g  p a t i e n t  s a t ­

i s f a c t i o n  a n d  o f f e r i n g  a  m o r e  c o m p r e ­

h e n s i v e  r a n g e  o f  s e r v i c e s  t h a n  n e i g h ­

b o r i n g  h o s p i t a l s .

P r i c e  c o m p e t i t i o n  h a s  b e e n  a  p a r t i c ­

u l a r  c h a l l e n g e  f o r  H e r m a n n  b e c a u s e  

o f  i t s  a d d e d  e x p e n s e s  a s  t h e  l e a c h i n g  

h o s p i t a l  f o r  t h e  U n i v e r s i t y  o f  T e x a s  

M e d i c a l  S c h o o l  a t  H o u s t o n .  A b o u t  

t h r e e  y e a r s  a g o ,  s a y s  W a l l s ,  H e r m a n n

Thinning the ranks of U.S. hospitals
In 1995 the number of hospital closures increased for the first 
time since 1988, according to the latest annual report from the 
U.S. Department o f Health and Human Services, even though 
four new  hospitals opened and one hospital that had been 
closed was reopened. Over the years, HHS has found that 
m ost o f the hospitals that closed were smaii, and their 
closings did not severely affect access to care.
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r e a d d r e s s e d  i ts  r e l a t i v e l y  h i g h e r  c o s t s  

o f  c a r c  c o m p a r e d  w i t h  i t s  n e i g h b o r s .

“ W e  a t t a c k e d  i n e f f i c i e n t  c a r e , "  s h e  

s a y s .  “ I t ' s  n o t  l h a t  t h e  c a r e  w a s  b a d .  

j u s t  i n e f f i c i e n t . ' '  F o r  e a c h  c a t e g o r y  o f  

c h r o n i c  i l l n e s s ,  t h e  e n t i r e  r e p o r t i n g  

l i n e  o f  s t a f f  m e t  t o  e x a m i n e  w h a t  w a s  

n e e d e d  t o  p r e v e n t  c o m p l i c a t i o n s  a n d  

r e p e a t  h o s p i t a l i z a t i o n s .

F o r  i n s t a n c e ,  t o  t r i m  e x p e n s e s  f r o m  

r e p e a t e d  p e d i a t r i c  a s t h m a  e m e r g e n c i e s ,  

t h a t  d e p a r t m e n t  d e v i s e d  a  s t r a t e g y  t o  

u s e  o u t p a t i e n t  c l i n i c s  f o r  e a r l y  i n t e r ­

v e n t i o n  b y  a  f u l l  t e a m  o f  p r o v i d e r s .  B y  

e d u c a t i n g  p a r e n t s  a n d  e s t a b l i s h i n g  p r o ­

t o c o l s  f o r  c u r e ,  t h e y  w e r e  a b l e  t o  c u t  

h o s p i t a l  s t a y s  o f  t h r e e  : o  f o u r  d a y s  

d o w n  t o  l e s s  t h a n  o n e  d a y .

W a l t s  s a y s  t h e  h o s p i t a l  a l s o  i n v e s t s  

a  “ h u g e  e f f o r t "  i n  i m p r o v i n g  p a t i e n t  

s a t i s f a c t i o n .  H e r m a n n  s u r v e y s  p a t i e n t s  

t w i c e  y e a r ! }  a n d  g i v e s  d i r e c t ,  i m m e d i ­

a t e  f e e d b a c k  t o  e a c h  d e p a r t m e n t .  

T h e s e  p a t i e n t - f o c u s e d  i n i t i a t i v e s  a l s o  

i n c l u d e  i n t e n s i v e  t r a i n i n g  o f  s l a f f  a n d  

p r o v i d e r s  a b o u t  p a t i e n t s ’ p e r c e p t i o n s  

o f  q u a l i t y  c a r e .

A c c o r d i n g  l o  W a l t s ,  l e a c h i n g  h o s ­

p i t a l s  f a c e  r o u g h l y  1 5  p e r c e n t  h i g h e r  

c o s t s  b e c a u s e  o f  t h e i r  t r a i n i n g  e x p e n s ­

e s .  I n  t h e  p a s t  t h i s  w a s  f u n d e d  t h r o u g h  

M e d i c a r e / M e d i c a i d  p r o g r a m s ,  w h i c h  

a d j u s t e d  r e i m b u r s e m e n t  u p w a r d s  

d e p e n d i n g  o n  t h e  n u m b e r  o f  r e s i d e n t s  

b e i n g  t r a i n e d .  F u n d i n g  i s  d r y i n g  u p ,  

s h e  s a v s .  a s  I I M O s  a s s u m e  m o r e  c o v ­

e r a g e  a n d  c u t  e x p e n d i t u r e s .  H e r m a n n  

i s  w o r k i n g  t o  k e e p  t h e  i s s u e  in  f r o n t  

o f  l e g i s l a t o r s .  “ A w a r e n e s s  i s  h i g h  th a t  

s u c h  f u n d i n g  m u s t  b e  t h e r e . "  s a y s  

W a l l s ,  " a n d  ( h a t  w e  c a n ' t  b e a r  t h e  

b r u n t  o f  it b y  o u r s e l v e s , ”

T h e  I I C I A - M e r c c r  a n a l y s i s  f o u n d  

a n  e v e n  g r e a t e r  c o s t  b u r d e n  a m o n g  

m a j o r  l e a c h i n g  h o s p i t a l s .  A c c o r d i n g  

t o  B l a s z y k ,  m a j o r  t e a c h i n g  h o s p i t a l s  

h a d  a  m e d i a n  e x p e n s e  p e r  c a s e  o f  

$ 5 , 0 2 7  c o m p a r e d  w i t h  a  m i n o r  u r b a n  

t e a c h i n g  h o s p i t a l ’ s  e x p e n s e  o f  $ 3 , 6 4 7 .  

“ I t ' s  a  h u g e  c o s t  d i f f e r e n c e  l h a t  m a k e s  

y o u  w o n d e r  h o w  t h e y ' l l  b e  a b l e  t o  

c o n t i n u e  in  I h e  f u t u r e  a n d  h o w  g r a d u ­

a t e  m e d i c a l  e d u c a t i o n  i s  g o i n g  t o  b e  

p a i d  l o r . "  h e  s a y s .

T h e  s o u n d  o f  
h o sp ita l d o o r s  c lo s in g
F e w  a s p e c t s  o f  t h e  r e s t r u c t u r i n g  o f  

h e a l t h  c a r e  a c h i e v e  t h e  h i g h  d r a m a  o f  

t w o  p a l p a b l e  a c t s — h o s p i t a l  c l o s u r e s  

a n d  R N  l a y o f f s .  I t ' s  u n l i k e l y  t h a t  

c i t h e r  t r e n d  w i l l  e n d  s o o n .  A c c o r d i n g  

t o  tin  a n a l y s i s  b y  t h e  S a c h s  G r o u p  o f  

E v a n s t o n ,  I I I . ,  d e m a n d  f o r  i n p a t i e n t

cc.ordim j lo one

m u ilj.sis. u M e  (i Lot 11

iv , m illion  lo s jn ln l 

le d s  m ore n rn ih ld e

in  199: K o n lj n lo n f

( t d j  llin l n m n ler 

m ere n eed ed

b e d s  i s  l i k e l y  t o  d r o p  p r e c i p i t o u s l y  a s  

m a n a g e d  c a r e  s t r a t e g i e s  c o n t i n u e  t o  

s p r e a d .

In  1 9 9 5 ,  t h e  f i r m  n o t e s ,  w h i l e  t h e r e  

w e r e  a n  e s t i m a t e d  1 . 1 4  m i l l i o n  h o s p i ­

t a l  b e d s  n a t i o n w i d e ,  d e m a n d  r e q u i r e d  

o n l y  a b o u t  h a l f  t h a t  n u m b e r .  T h e  

S a c h s  G r o u p  p r o j e c t s  t h a t  i f  n a t i o n ­

w i d e  h o s p i t a l  u t i l i z a t i o n  f o l l o w s  a  

p a t t e r n  l i k e  t h a t  o f  S e a t t l e  u n d e r  m a n ­

a g e d  c a r c  ( w h i c h  s e r v e d  a s  t h e i r  

m o d e l  o f  a n a l y s i s ) ,  d e m a n d  f o r  i n p a ­

t i e n t  b e d s  i n  t h e  y e a r  2 0 0 0  w o u l d  

d r o p  l o  3 1 5 . 0 0 0 :  t h e  a v e r a g e  l e n g t h  o f  

s t a y  w o u l d  f a l l  f r o m  a b o u t  s i x  t o  f o u r  

d a y s :  a n d  t h e  t o t a l  n u m b e r  o f  d i s ­

c h a r g e s  w o u l d  s h r i n k  f r o m  3 3  m i l l i o n  

t o  2 3  m i l l i o n .

F a i l  o f  t h e  r e a s o n  f o r  I h e  i n c r e a s e  

i n  e m p t y  h o s p i t a l  b e d s ,  s a y s  J o a n n e  

M .  K r u m b c r g e r ,  p r e s i d e n t  o f  t h e

A m e r i c a n  A s s o c i a t i o n  o f  C r i t i c a l  C a r e  

N u r s e s ,  i s  t h a t  f o r  m a n y  y e a r s  h o s p i ­

t a l s  w e r e  b u i l t  w i t h o u t  r e g a r d  f o r  

c o m m u n i t y  n e e d .  I n  a d d i t i o n ,  s h e  

s a y s ,  “ a s  w e ’ v e  g o t t e n  b e t t e r  a t  c a r i n g  

f o r  p a t i e n t s ,  t h e y  d o n ' t  n e e d  a s  m u c h  

t i m e  i n  t h e  h o s p i t a l . "

B u t  s o m e  e x p e r t s  q u e s t i o n  w h e t h e r  

s h r i n k i n g  h o s p i t a l  s t a y s  c a n  p a y  o f f  

m u c h  l o n g e r .  I n  s p i t e  o f  f e w e r  h o s p i ­

t a l i z a t i o n s  a n d  s h o r t e r  s t a y s ,  h e a l t h  

c a r e  c o s t s  h a v e  c o n t i n u e d  t o  r i s e .  I n  

a n  a n a l y s i s  in  Health Affairs. P r i n c e ­

t o n  U n i v e r s i t y  e c o n o m i e s  p r o f e s s o r  

U w e  R e i n h a r d t  r e p o r t e d  t h a t  w h i l e  

i n p a t i e n t  d a y s  p e r  1 , 0 0 0  p o p u l a t i o n  

f e l l  b y  3 6  p e r c e n t  b e t w e e n  1 9 8 0  a n d  

1 9 9 3 ,  r e a l  p e r  c a p i t a  s p e n d i n g  o n  

i n p a t i e n t  c a r c  r o s e  b y  5 3  p e r c e n t .  

W h a t ' s  m o r e ,  r e a l  p e r  c a p i t a  s p e n d i n g  

o n  a l l  h e a l t h  s e r v i c e s  r o s e  b y  8 7  p e r ­

c e n t  a n d  t o t a l  n a t i o n a l  s p e n d i n g  

i n c r e a s e d  f r o m  a l m o s t  9  p e r c e n t  o f  

G N P  t o  n e a r l y  1 4  p e r c e n t .

F o r  R e i n h a r d t ,  t h e  f o c u s  o n  d r a s t i ­

c a l l y  r e d u c i n g  i n p a t i e n t  d a y s  i s  m i s d i ­

r e c t e d .  S i n c e  t h e  v a s t  m a j o r i t y  o f  t h e  

m o n e y  p o u r e d  i n t o  h o s p i t a l s  c o v e r s  

b a s i c  o v e r h e a d ,  h e  c o n c l u d e d ,  s o m e  

e x p e n s e s  c a n ’ t b e  c u t  n o  m a t t e r  h o w  

m a n y  b e d s  g o  u n o c c u p i e d .

O t h e r s  c o n s i d e r  f a c t o r s  l i k e  a c u i t y  

a n d  i n t e r p r e t  t h e  f i n d i n g s  d i f f e r e n t l y .  

B o b  M a y o ,  a  s e n i o r  v i c e  p r e s i d e n t  at  

t h e  S a c h s  G r o u p ,  s a y s ,  " T h e  d i s c r e p ­

a n c y  i n  i n p a t i e n t  d a y s  a n d  c o s t s  e x i s t s  

b e c a u s e  y o u ' r e  o f t e n  g e t t i n g  o l d e r ,  

s i c k e r  p a t i e n t s  a n d  y o u r  r e s o u r c e s  a n d  

d e m a n d s  a r e  m u c h  g r e a t e r . "  l i e  a d d s  

t h a t  it w a s n ’ t u n t i l  1 9 9 3  t h a t  t h e  s y s ­

t e m  b e g a n  m o v i n g  f r o m  a  f e e - f o r - s e r -  

v i c e  s t r u c t u r e  t o  o n e  t h a t  i n s t i l l e d  

s o m e  a c c o u n t a b i l i t y .  " D a t a  r e f l e c t i n g  

t h i s  c h a n g e  w o n ' t  b e  a v a i l a b l e  f o r  a  

f e w  y e a r s , "  h e  s a y s .

W ith  f e w e r  R N s , 
is qu a lity  h a rm e d ?
E q u a l l y  u n c l e a r  i s  t h e  i m p a c t  o f  c u t ­

t i n g  b a c k  o n  t h e  n u m b e r  o f  R N s  o n  

h o s p i t a l  f l o o r s .  A  s u r v e y  o f  7 , 3 5 5  

R N s  c o n d u c t e d  l a s t  s p r i n g  b y  t h e  
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s e e n  a  r e d u c t i o n  i n  R N s  p r o v i d i n g  i n -  

h o s p i t a l  c a r e  a n d  f o u r  o u t  o f  1 0  

r e p o r t e d  t h e  h i r i n g  o f  u n l i c e n s e d  

a s s i s t a n t s ,  t e c h n i c i a n s  o r  a i d e s  t o  p r o ­

v i d e  d i r e c t  p a t i e n t  c a r e  p r e v i o u s l y  

g i v e n  b y  R N s .  M o r e  t h a n  t w o - t h i r d s  

o f  t h e  n u r s e s  a l s o  s a i d  t h e y  h a d  s e e n  

tin  i n c r e a s e  in  p a t i e n t  l o a d s  a n d  n e a r l y  

9 0  p e r c e n t  i n d i c a t e d  s e r i o u s  c o n c e r n s  

a b o u t  t h e  s a f e t y  a n d  q u a l i t y  o f  c a r e  a s  

a  r e s u l t  o f  c o s t - c u t t i n g  p r a c t i c e s .

A b o u t  f i v e  m o n t h s  l a t e r ,  c o n f l i c t i n g  

r e s e a r c h  a p p e a r e d  i n  t h e  Journal of 
the American Medical Association. 
T h e  s t u d y ,  b a s e d  o n  c e n s u s  d a t a  o n  

e m p l o y m e n t  a n d  e a r n i n g s  o f  n u r s i n g  

p e r s o n n e l  b e t w e e n  1 9 8 3  a n d  1 9 9 4 .  

r e p o r t e d  t h a t  t h e  r a t i o  o f  R N s  p e r  h o s ­

p i t a l  b e d  h a d  a c t u a l l y  r i s e n  m o r e  t h a n  

5 0  p e r c e n t ,  d u e  t o  a  1 6  p e r c e n t  

d e c l i n e  i n  b e d s  u s e d .  D u r i n g  t h e  s a m e  

p e r i o d ,  t h e  s t u d y  r e p o r t e d ,  t h e  r a t i o  o f  

L P N s  a n d  a i d e s  f e l l  b y  3 6  p e r c e n t  a n d  

2 1  p e r c e n t ,  r c s p c c t i v e l v .

T h e  A m e r i c a n  N u r s e s  A s s o c i a t i o n  

( A N A )  c r i t i c i z e d  t h e  JAMA a r t i c l e  f o r  

n o t  h a v i n g  l o o k e d  f u r t h e r  i n t o  t h e  

i m p a c t  o f  h i g h e r  p a t i e n t  a c u i t y  a n d  f o r  

u s i n g  d a t a  t h a t  d i d  n o t  d i f f e r e n t i a t e  

c l i n i c a l  a n d  n o n c l i n i c a l  n u r s i n g .

" S o m e  o f  t h e  c h a n g e s  c o u l d  b e  p o s ­

i t i v e . "  s a y s  A N A  p r e s i d e n t  B e v c  l y  

M a l o n e ,  " b u t  w h e n  u n l i c e n s e d  a s s i s ­

t i v e  p e r s o n n e l  a r e  u n d e r p r c p a r e d ,  

w h e n  t h e  e d u c a t i o n  i s  n o t  i n  p l a c e ,  w e  

h a v e  g r e a t  c o n c e r n s .  U n l i c e n s e d  

a s s i s t i v e  p e r s o n n e l  c a n  b e  p e o p l e  w h o  

j u s t  f o u r  w e e k s  a g o  w e r e  f l i p p i n g  

b u r g e r s  at M c D o n a l d ’ s .  N o w ,  t h e y ' r e  

a s k i n g  y o u ,  ‘ H o w  a r e  y o u  f e e l i n g ? ' "

C r i t i c s  o f  t h e  c u t b a c k s  h a v e  n o  

s h o r t a g e  o f  a n e c d o t e s  t o  f u e l  t h e  f e a r  

a b o u t  t h e  p o t e n t i a l  f o r  h a r m .  In  o n e  

c a s e  l a s t  y e a r ,  a  C i n c i n n a t i ,  O h i o ,  

h o s p i t a l  p a i d  o u t  a  $ 3  m i l l i o n  s e t t l e ­

m e n t  f o r  t h e  w r o n g f u l  d e a t h  o f  a  4 6 -  

y e a r - o l d  m o t h e r  o f  I w o .  T h e  p o s t - s u r ­

g i c a l  p a t i e n t  h a d  c o m p l a i n e d  o f  p a i n  

i n  h e r  t i p p e t  a b d o m e n .  A n  a s s i s t i v e  

p e r s o n n e l  w o r k e r  c h a r t e d  t h i s  a s  

“ i n c i s i o n a l  p a i n , "  e v e n  t h o u g h  t h e  

i n c i s i o n  w a s  i n  t h e  l o w e r  a b d o m e n .  In  

f a c t ,  t h e  p a t i e n t ' s  b o w e l  h a d  b e e n  

n i c k e d  d u r i n g  s u r g e r y ,  c a u s i n g  a  m a s ­

s i v e  i n f e c t i o n  a s  t h e  w o u n d  l e a k e d  

f e c e s .  A f t e r  t h r e e  d a y s  t h e  p a t i e n t ’ s 

v i t a l  s i g n s  d r o p p e d  d r a s t i c a l l y .  S h e  

d i e d  t w o  d a y s  l a t e r .

M a l o n e  d e c r i e s  w h a t  s h e  c o n s i d e r s  

m i s g u i d e d  p o l i c y  a n d  a  l a c k  o f  

u n d e r s t a n d i n g  a m o n g  h e a l t h  c a r e  

e x e c u t i v e s  a b o u t  t h e  i m p o r t a n c e  o f  

q u a l i f i e d  n u r s i n g  c a r e .  S h e  s a y s  t h a t  

h o s p i t a l  C E O s  s u r v e y e d  b y  t h e  A N A  

r a n k e d  n u r s i n g  c a r e  a s  t h e  p r i m a r y  

c o n t r i b u t o r  l o  h o s p i t a l  c o s t s .  B u t .  

s a y s  M a l o n e .  “ N u r s i n g  c o m p r i s e s  o n  

a v e r a g e  o n l y  2 3  p e r c e n t  o f  h o s p i t a l  

l a b o r  c o s t s . ”

A c t i o n  b y  J C A H O  m a y  p r o v i d e  t h e  

k i n d  o f  d a t a  r e q u i r e d  f o r  a  m o r e  c o m ­

p l e t e  a n s w e r  o n  t h e  i m p a c t  o f  r e d u c e d  

R N  s t a f f i n g .  J C A H O  p l a n s  t h i s  y e a r  

t o  r e q u i r e  a l l  a c c r e d i t e d  h o s p i t a l s  a n d  

n u r s i n g  h o m e s  t o  e n r o l l  in  a  p e r f o r ­

m a n c e  m e a s u r e m e n t  s y s t e m — w h i c h  

w i l l  i n c l u d e  d a t a  o n  p a t i e n t  o u t c o m e s  

— b y  t h e  e n d  o f  1 9 9 8 .

C o m p e tin g  o n  qua lity
T h e  f o c u s  o n  q u a l i t y  p e r f o r m a n c e ,  a  

t r e n d  b o r d e r i n g  o n  i m p a t i e n c e  o n  t h e  

h e a l t h  p l a n  f r o n t ,  i s  s u r e  t o  d e t e r m i n e  

w h o  l e a d s  a n d  w h o  s u r v i v e s  a m o n g  

h o s p i t a l s .  I n d e e d ,  t h e  M C I A - M e r c e r  

r e p o r t  p r e d i c t s  t h a t  " t h e  f u t u r e  f i n a n ­

c i a l  s t r e n g t h  o f  i n v e s t o r - o w n e d  h o s p i ­

t a l s  w i l l  b e c o m e  l e s s  o f  a  f a c t o r  t h a n  

t h e  o v e r a l l  p a t i e n t - f o c u s e d  s e r v i c e  

p r o v i d e d  b y  a  h o s p i t a l ,  i n v e s t o r -  

o w n e d  o r  n o t .  i n  d e t e r m i n i n g  s u c c e s s . "

U n t i l  t h a t  d a y .  C O O s  l i k e  W a l t s  

w o r r y  t h a t  p u r c h a s e r s  m i g h t  b e l i e v e  

h o s p i t a l  a d v e r t i s i n g  r a t h e r  t h a n  e x p e c t  

r e l i a b l e  i n f o r m a t i o n  a b o u t  q u a l i t y  p e r ­

f o r m a n c e .  " T h e r e ’ s  n o  p e r f e c t  q u a l i t y  

m e a s u r e , "  s h e  s a y s ,  “ b u t  a  h o s p i t a l  

s h o u l d  l i e  a b l e  l o  d e f i n e  i t s  o u t c o m e s ,  

s h o w  i t s  p r o g r e s s  a n d  s a y .  ‘ T h i s  i s  

h o w  w e ’ v e  d o n e  i t . ' ”

C e r t a i n l y  " c e n t e r s  o f  e x c e l l e n c e "  

h a v e  a n  e d g e .  T h a t  e n v i a b l e  d e s i g n a ­

t i o n  e n a b l e s  a  h o s p i t a l  t o  d r a w  a  l a r g e  

e n o u g h  v o l u m e  o f  p a t i e n t s  t o  a m o r ­

t i z e  t h e  c o s t s  o f  t a l e n t  a n d  t e c h n o l o g y  

a n d  l o  m a i n t a i n  p r o f i c i e n c y  f o r  t h e  

i n t e n s i v e  s e r v i c e s  t h e  c e n t e r  p r o v i d e s .  

" O u t c o m e  m e a s u r e s  d e m o n s t r a t e

t h e  e f f e c t i v e n e s s  o f  s p e c i a l t y  c e n t e r s , "  

s a y s  M i c h a e l  L a n z i l o t t a ,  p r e s i d e n t  

a n d  C E O  o f  t h e  G e o r g i a - b a s e d  

N a t i o n a l  C a r d i o v a s c u l a r  N e t w o r k ,  a  

p a r t n e r s h i p  o f  4 0  c e n t e r s  o f  e x c e l ­

l e n c e  h o s p i t a l s .

L a n z i l o t t a  p o i n t s  o u t  t h a t  w h i l e  8 0  

p e r c e n t  o f  p a t i e n t s  t r e a t e d  a t  t h e  n e t ­

w o r k  h a v e  h i g h - r i s k  m u l t i v e s s c l  d i s ­

e a s e ,  t h e i r  o b s e r v e d  m o r t a l i t y  i s  o n l y  

2 . 8  p e r c e n t ,  l e s s  t h a n  h a l f  t h e  e x p e c t ­

e d  m o r t a l i t y .  " T h i s  i s  t e s t i m o n y  o f  

w h y  c e n t e r s  o f  e x c e l l e n c e  m a k e  

s e n s e  f r o m  a n  e c o n o m i c  a n d  o u t ­

c o m e s  p e r s p e c t i v e . "  s a y s  L a n z i l o t t a .  

“ W h e n  f o c u s i n g  c a r e  i n  h i g h - v o l u m c  

c e n t e r s ,  t h e y  t e n d  t o  b e  m o r e  e f f i ­

c i e n t  a n d  b l e n d  t h e  u s e  o f  t h e i r  

r e s o u r c e s  m o r e  e f f i c i e n t l y . "

Q u a l i t y  a n d  e f f i c i e n c y  m a y  w e l l  

w i n  t h e  d a y ,  b u t  t h e  l o n g - t e r m  f o r e ­

c a s t  f o r  h o s p i t a l s ,  p a r t i c u l a r l y  t h e  n o t -  

f o r - p r o f i t  i n s t i t u t i o n s  t h a t  a r e  t r a d i ­

t i o n a l l y  i d e n t i f i e d  w i t h  c h a r i t a b l e  

c a r e ,  a l s o  d e p e n d s  o n  h o w  t h e  c o u n t r y  

a n s w e r s  m o r e  f u n d a m e n t a l  q u e s t i o n s  

a b o u t  f u n d i n g  h e a l t h  c a r e .  ( S e e  “ T h e  

u n i n s u r e d :  A n  A m e r i c a n  t i m e  b o m b ”  

o n  p a g e  5 5 . )

A H A ’ s  B e n t l e y ,  f o r  o n e ,  m a i n t a i n s  

t h a t  t h e  “ R o b i n  H o o d  s y s t e m "  o f  t h e  

p a s t  i s  f a l t e r i n g .  “ I f  w e  w o n ’ t a l l o w  

h o s p i t a l s  t o  o v e r c h a r g e  s o m e  p a t i e n t s  

t o  s u p p o r t  o t h e r s ,  t h e n  w h o  w i l l  s u b s i ­

d i z e  t h e  i n d i g e n t ?  M a y b e  t h e  U n i t e d  

W a y  w i l l  h a v e  t o  s t a r t  a  f r e e  b e d  f u n d ,  

b e c a u s e  w e  h a v e  l o  d o  s o m e t h i n g .  

P u r c h a s e r s  a n d  m a n a g e d  c a r e  c o m p a ­

n i e s  a r e  s a y i n g .  ‘ I o n l y  w a n t  t o  p a y  

f o r  t h e  c o s t  o f  m y  p a t i e n t . ’ "

J o h n  E .  C u r l e y ,  J r . ,  p r e s i d e n t  a n d  

C E O  o f  t h e  C a t h o l i c  H e a l t h  A s s o c i a ­

t i o n ,  v o i c e s  I h e  o t h e r  h o r n  o f  t h e  

d i l e m m a :  " E v e n  i f  w e ’ r e  b e i n g  

s q u e e z e d ,  a r e  w e  s u p p o s e d  t o  t e l l  

p e o p l e  w h o  c o m e  t h r o u g h  t h e  d o o r s  

o f  o u r  a c u t e  c a r e  h o s p i t a l s  l h a t  w e  

w o n ' t  s e r v e  t h e m ? "  h e  a s k s .  " I  d o n ' t  

t h i n k  s o . "

Vicki Gersc , s  a freelance writer 
in Northbr ik, III. Emil Vernarec is 
a senior eauor with B u s i n e s s  &  

H e a l t h .
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In th e  s h a d o w  o f  th e  
m a n a g e d  c a r e  m on o lith

M erge r a fte r merger, the trend  m o ve s inexorab ly forward. 
But is b ig ge r really b e tte r for yo u r em p lo yee s or yo u r bo ttom  line?

y  a l l  a c c o u n t s ,  m a n a g e d  

c a r c  i s  a  m a j o r  s u c c e s s  

s t o r y .  I t s  m e t h o d s  b r o k e  t h e  

b a c k  o f  d o u b l e - d i g i t  i n f l a ­

t i o n  i n  h e a l t h  c a r e ,  a n d  n e a r l y  t h r e e  

o u t  o f  f o u r  A m e r i c a n  w o r k e r s  t i r e  in  

s o m e  s o r t  o f  m a n a g e d  c a r e .

F o r  e m p l o y e e  b e n e f i t s ,  t h e  i n c r e a s e d  

d e p e n d e n c e  o n  m a n a g e d  c a r e  m e a n s  

th a t  w h a t  h a p p e n s  w i t h i n  t h i s  b o o m i n g  

i n d u s t r y  i s  o f  v i t a l  i m p o r t a n c e  t o  t h e  

b u s i n e s s  c o m m u n i t y  a s  a  w h o l e .  A n d  

m e r g e r s  a n d  c o n s o l i d a t i o n s  a r e  w h a t ' s  

h a p p e n i n g  i n  m a n a g e d  c a r e .  T h e  s p e c ­

t r u m  o f  p o t e n t i a l  c o n s e q u e n c e s  r a n g e s  

f r o m  m a j o r  n e w  e f f i c i e n c i e s  in  d e l i v e r ­

i n g  c a r c  t o  t h e  c r u s h i n g  o f  c o m p e t i t i v e  

f o r c e s  t h a t  h a v e  s o  r a d i c a l l y  c h a n g e d  

t h e  d e l i v e r y  s y s t e m .

T h e  f i n a n c i a l  s t a k e s  a r e  h u g e :  In

1 9 9 5 .  U n i t e d  H e a l t h c a r e  C o r p .  s p e n t  

u p w a r d s  o f  $ 1 . 6  b i l l i o n  t o  b u y  M e t r a -  

h c a l l h .  w h i c h  h a d  b e e n  f o r m e d  n o t  t o o  

l o n g  b e f o r e  a s  a  j o i n t  v e n t u r e  b y  M e t ­

r o p o l i t a n  L i f e  I n s u r a n c e  C o .  a n d  T r a v ­

e l e r s  L i f e  I n s u r a n c e  C o .  In  A p r i l  1 9 9 6 .  

A e t n a  s p e n t  $ 9  b i l l i o n  a c q u i r i n g  U . S .  

H e a l t h c a r e ,  c r e a t i n g  a n  e n t i t y  th at  c o v ­

e r s  l - l  m i l l i o n  p e o p l e .  L a s t  N o v e m b e r .  

L a s  V e g a s - b a s e d  S i e r r a  H e a l t h  S y s ­

t e m s  a n n o u n c e d  a  $ 4 2 1  m i l l i o n  m e r g e r  

a g r e e m e n t  w i t h  P h y s i c i a n  C o r p .  o f  

A m e r i c a .

N o t - l b r - p r o l l l s  a r e  m e r g i n g  a s  w e l l .  

T w o  o f  I h e  o l d e s t  a n d  b e s t - k n o w n .  

G r o u p  H e a l t h  C o o p e r a t i v e  o f  P u g e t  

S o u n d  a n d  K a i s e r  P e r m a n e n t c .  a r e  in  

t a l k s ,  w i t h  a  d e c i s i o n  e x p e c t e d  t h i s  

s p r i n g .  “ T h e r e  i s n ' t  a  w e e k  w e  d o n ' t  

g e t  s o m e  k i n d  o f  a n n o u n c e m e n t  o f  a 

m e r g e r  o r  a n  a c q u i s i t i o n  th a t  a f f e c t s  u s  

in  s o m e  w a y . "  s a y s  S u s a n  M o r i c o n i .

By Joanne Silberner

h e a l t h  b e n e f i t s  a n d  w o r k  l i f e  m a n a g e r  

o f  H e w l e t t - P a c k a r d ,  w h i c h  h a s  6 2 , 0 0 0  

e m p l o y e e s  in  t h e  U n i t e d  S t a l e s .

H o w  f a r  w i l l  it  g o ?  " I  t h i n k  i t ’ s  

g o i n g  l o  k e e p  o n  g o i n g . ”  s a y s  J o h n  

E r b .  a  p r i n c i p a l  w i t h  F o s t e r  H i g g i n s ,  

b e n e f i t s  c o n s u l t a n t s  i n  N e w  Y o r k .  “ I 

d o n ' t  k n o w  a  s i n g l e  H M O  t h a t  I ’ m  

d e a l i n g  w i t h  r i g h t  n o w  t h a t  i s n ' t  in  d i s ­

c u s s i o n  w i t h  o t h e r  H M O s  f o r  a c q u i s i ­

t i o n  o r  m e r g e r .  L i k e  m a n u f a c t u r e r s ,  

t h e y  n e e d  c a p i t a l  t o  e x p a n d  a n d  g r o w . "

A f t e r  t h e  A e t n a / U . S .  H e a l t h c a r e  

d e a l ,  o n e  h e a l t h  c a r e  i n v e s t m e n t  a n a l y s t  

t o l d  The New York Times t h a t  h e  

e x p e c t e d  t h e r e  w o u l d  o n l y  b e  t h r e e  t o  

f i v e  n a t i o n a l  p l a y e r s  i n  f i v e  y e a r s .  N o t  

s o .  s a y s  T o m  I . a L o g g i a  o f  t h e  M E D ­

S T A T  G r o u p ,  a  h e a l t h  c a r e  c o n s u l t i n g  

f i r m ,  b a s e d  i n  A n n  A r b o r ,  M i c h .  " I t  

w i l l  t a k e  a  l o n g  t i m e  t o  g e t  d o w n  t o  j u s t  

a  f e w  H M O s . "

A l  I h e  s a m e  t i m e ,  m o r e  I I M O s  a r e  

f o r m i n g — 6 0  in  t h e  las t  y e a r ,  a c c o r d i n g  

t o  h e a l t h  c a r e  a n a l y s t  D o u g  S h e r l o c k  o f  

t h e  i n v e s t m e n t  b a n k i n g  f i r m  S h e r l o c k  

C o . :  " S o m e  w e r e  s t a r t e d  b y  b i g  i n s u r e r s ,  

b u t  I ’ m  g u e s s i n g  that  m a n y  a r e  p r o v i d e r -  

s p o n s o r e d . "  S o m e  a n a l y s t s  s a y  w h a t ' s  

l i k e l y  t o  h a p p e n  is  th a t  b i g  i n s u i v r s  w i l l  

g o b b l e  u p  m e d i u m - s i / e  o n e s ,  w h i l e  n e w  

o n e s  f o r m  i n  t h e  h o p e  o f  b e c o m i n g  

m c d i u m - s i z e  a n d  b e i n g  b o u g h t  o u t .

Will c o n so lid a tio n  
h e lp  o r hu rt?
T h e  h e a d y  p a c e  o f  m e r g e r s  a n d  a c q u i ­

s i t i o n s  m a y  b e  g o o d  f o r  s t a t i o n e r s  

w o r k i n g  u p  t h e  n e w  l e t t e r h e a d s ,  b u t  

w h a t  a b o u t  b u s i n e s s e s  th a t  b u y  h e a l t h

c a r e  s e r v i c e s ?  T h e  a n s w e r ,  s a y s  H e l e n  

D a r l i n g ,  m a n a g e r  o f  h e a l t h  c a r e  s t r a t e ­

g i e s  f o r  X e r o x  C o r p . .  d e p e n d s  o n  

w h e t h e r  t h e  p r o f i t  m o t i v e  g e t s  m o r e  

e n t r e n c h e d  i n  t h e  p r o c e s s .  “ B y  i t s e l f  a  

m e r g e r  o r  a c q u i s i t i o n  i s  n o t  b a d :  b u t  

w h e n  it l e a d s  t o  i n f e r i o r  p r o d u c t s  o r  

s e r v i c e s ,  t h e n  i t ’ s  a  p r o b l e m . "

S i z e ,  s h e  s a y s ,  c a n  b e  a n  a d v a n ­

t a g e - a l l o w i n g  H M O s  l o  d o  t h i n g s  l i k e  

t e c h n o l o g y  a s s e s s m e n t ,  q u a l i t y  m o n i ­

t o r i n g .  s e n d i n g  m e m b e r s  o f f  f o r  h i g h -  

c o s i  c a r e  a n d  l e t t i n g  d o c t o r s  k n o w  a b o u t  

n e w  f i n d i n g s .  B u t .  s h e  a d d s ,  " W e ' r e  

v e r y  c o n c e r n e d  t h a t  f i r m s  w i t h  a  p r e ­

d o m i n a n t  i n t e r e s t  in  s h a r e h o l d e r  r e t u r n s  

m i g h t  l o o k  at  t h i n g s  d i f f e r e n t l y  f r o m  u s .  

T h o s e  l h a t  a r e  n o t  r e t u r n i n g  s h a r e h o l d e r  

v a l u e  m a y  n o t  b e  a s  i n t e r e s t e d  in  c u s ­

t o m e r  s a t i s f a c t i o n . "  D a r l i n g  is  a l s o  w o r ­

r i e d  a b o u t  w h a t  m e r g e r s ,  c o n s o l i d a t i o n s  

a n d  a l l i a n c e s  w i l l  d o  t o  t h e  q u a l i t y  o f  

c a r e .  " A r e  t h e y  a i m e d  a t  i m p r o v i n g  

g e n u i n e  e f f i c i e n c y ,  q u a l i t y  a n d  t e c h n o l ­

o g y  ;tl a  b e t t e r  p r i c e ,  o r  a r e  t h e y  a  n e w  

w a y  t o  s q u e e z e  o u t  m o r e  m o n e y  f o r  

s h a r e h o l d e r s  o r a  h a n d f u l  o l  m o g u l s ? "

E v e n  w i t h  a l l  t h i s ,  h e a l t h  c a r e  a n a ­

l y s t s  e x p e c t  t h e r e  w i l l  a l w a y s  b e  a  

c h o i c e  a m o n g  p l a n s .  X e r o x ,  f o r  e x a m ­

p l e .  s t i l l  o f f e r s  a n  i n d e m n i t y  p l a n :  i ts  

w o r k e r s  s t i l l  h a v e  a l t e r n a t i v e s  i f  I I M O s  

m e r g e .  D a r l i n g  h a s  o b s e r v e d  t h a t  o t h e r  

m a n a g e d  c a r e  o r g a n i z a t i o n s  ( M C O s )  

f o r m  w h e n  it l o o k s  l i k e  o n e  c o m p a n y  is  

b e c o m i n g  a  m o n o p o l y .  M E D S T A T ' s  

I . a L o g g i a  s a y s .  " T h e  t o p  2 5  M C O s  

o n l y  c o n t r o l  a b o u t  a  t h i r d  o f  t h e  H M O  

e n r o l l m e n t ,  a n d  I I M O  e n r o l l m e n t  i t s e l f  

is  a b o u t  -10 p e r c e n t  o f  t h e  c o m m e r c i a l l y  

c o v e r e d  p e o p l e  in  t h e  n a t i o n .  A s  l o n g  

a s  t h e  m a r k e t p l a c e  i s  f r a g m e n t e d
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a m o n g  p l a n s ,  m u l t i -  

p l c - o p t i o n  p l a n s  a n d  

c a r v c o u t  p l a n s ,  I 

t h i n k  t h e  e f f e c t  o n  

b u s i n e s s e s  a n d  o n  t h e  

p u r e l i a s e r s  o f  h e a l t h  

c a r e  w i l l  b e  m i t i g a t e d .

I d o n ' t  s e e  a n y  r e a l  

l e s s e n i n g  o f  c h o i c e . ”

T h e  p r i c e  q u e s t i o n ,  

w h e n  t h e r e  i s  o n l y  a  c 

h a n d f u l  o f  M C O s ,  i s  j 

a  l i t t l e  t o u g h e r  t o  

a n s w e r .  “ In  t h a t  s o r t  

o f  s i t u a t i o n ,  d o  t h e y  

r e a l l y  g o  a t  e a c h  

o t h e r ? ”  a s k s  H e n r y  

A a r o n ,  a n  e c o n o m i s t  a t  t h e  B r o o k i n g s  

I n s t i t u t i o n .  " I t ’ s  n o t  i n  t h e i r  b e s t  i n t e r ­

e s t s .  T h e r e ’ s  a  b r o a d  t h e o r y  o f  b e h a v ­

i o r  b y  o l i g o p o l y . ”  L i k e  m o s t  h e a l t h  

c a r e  e x p e r t s .  A a r o n  s a y s  i t ’ s  t o o  e a r l y  

l o  t e l l  i f  m e r g e r s  m e a n  p r i c e s  w i l l  g o  

u p  o r  d o w n .  B u t  l i e ' s  w i l l i n g  t o  p r e d i c t  

t h a t  a s  t h e  m a r k e t  c o n s o l i d a t e s ,  t h e  

g o v e r n m e n t  i s  m o r e  l i k e l y  t o  s t e p  i n ,  

s i n c e  i t ' s  e a s i e r  t o  r e g u l a t e  a  l e s s  f r a g ­

m e n t e d  m a r k e t .

W h a t  m a k e s  c o s t  p r e d i c t i o n s  e s p e ­

c i a l l y  h a r d  i s  l h a t  e v e n  i f  M C O s  a r e  

n a t i o n a l ,  t h e y  s e l l  t h e i r  p r o d u c t — a n d  

t h e y  c o m p e t e  — l o c a l l y ,  s a y s  i n v e s t ­

m e n t  b a n k e r  S h e r l o c k .  I t ' s  o n l y  w h e n  

t w o  c o m p a n i e s  s e r v i c i n g  t h e  s a m e  

a r e a  c o m b i n e  a n d  i n c r e a s e  m a r k e t  

s h a r e  l h a l  a  m e r g e d  e n t i t y  i s  l i k e l y  l o  

r a i s e  i t s  r a t e s .

. lu s t  t o  i l l u s t r a t e  h o w  m a n y  f a c t o r s  

w e i g h  i n  t o  h e a l t h  c u r e  p r i c i n g ,  l i e  

p o in t . - ,  o u t .  y o u  a l s o  h a v e  t o  c o n s i d e r  

t h e  d o c t o r s  a n d  h o s p i t a l s  in  t h a t  s i t u a ­

t i o n .  I m a g i n e ,  h e  s a y s ,  a  d o c t o r  w i t h  It ) 

p e r c e n t  o f  h i s  p a t i e n t s  f r o m  P a c i f i C a r e  

a n d  III p e r c e n t  f r o m  F H P .  t w o  c o m p a ­

n i e s  l h a l  a r e  in  t h e  p r o c e s s  o f  m e r g i n g .  

S u d d e n l y .  2 0  p e r c e n t  o f  t h e  d o c t o r ' s  

p a t i e n t s  a r e  f r o m  t h e  s a m e  H M O .  S o  

th a t  p a r t i c u l a r  H M O  c a n  b a r g a i n  h a r d ­

e r  w i t h  t h e  d o c t o r .  S h e r l o c k ' s  b o t t o m -  

l i n e  p r e d i c t i o n :  M e r g e r s  u n d  a c q u i s i ­

t i o n s  w i l l  l e a d  t o  l o w e r  p r i c e s ,

B u t  a l r e a d y  t h e r e  t i r e  s i g n s  t h a t  t h e  

d a m  i s  b r e a k i n g .  T h e  Hartford 
Cotiront r e p o r t e d  h i s t  D e c e m b e r  th a t

C o n n e c t i c u t ' s  H M O  p r i c e s  a r c  011 t h e  

r i s e .  R i s i n g  t h e  f a s t e s t  i s  A e t n a / U . S .  

H e a l t h c a r e ,  w h i c h  a n n o u n c e d  a n  

i n c r e a s e  o f  6  t o  7  p e r c e n t .  K a i s e r  h e l d  

f i r m  o n  r a t e s  f o r  l a r g e  g r o u p s ,  b u t  

r a i s e d  i t s  s m a l l - g r o u p  r a t e s  5  p e r c e n t .  

B l u e  C r o s s  a n d  B l u e  S h i e l d ’ s  C o n ­

n e c t i c u t  H M O  p r i c e s  w e n t  u p  1 . 6  p e r ­

c e n t .  A n d  t h e  Capitol District Busi­
ness Review o f  A l b a n y ,  N . Y . .  r e p o r t e d  

t h a t  m o s t  H M O s  in  t h e  a r e a  h a d  f i l e d  

r e q u e s t s  f o r  g r o u p  p r i c e  i n c r e a s e s  o f  I 

t o  9 p e r c e n t  f o r  t h i s  y e a r .  F o s t e r  H i g ­

g i n s  p r e d i c t e d  w i d e s p r e a d  r a t e  

i n c r e a s e s  f o r  1997 in  i t s  l a t e s t  a n n u a l  

s u r v e y  o f  h e a l t h  c a r e  c o s t s ,  a l b e i t  i n  

r e s p o n s e  t o  s l i m m e r  m a r g i n s  r a t h e r  

t h a n  i n c r e a s e d  m a r k e t  s h a r e .

X e r o x ’ s D a r l i n g  s a y s  r a i s i n g  r a t e s  

a f t e r  a  m e r g e r  o r  a c q u i s i t i o n  w i l l  

e v e n t u a l l y  h u r t  a n  M C O .  " I f  X e r o x  

b u y s  a  c o m p a n y ,  w e  d o n ' t  t u r n  a r o u n d  

a n d  t e l l  o u r  c u s t o m e r s  t h a t  w e ’ r e  r a i s ­

i n g  o u r  c o p i e r  p r i c e s .  I f  I h a v e  a  m e s ­

s a g e  t o  t h e  p e o p l e  d o i n g  m e r g e r s  a n d  

a c q u i s i t i o n s ,  i t ' s .  ' D o n ’ t e v e r  t a k e  

a d v a n t a g e  o f  p u r c h a s e r s . '  T h e y  c a n  

a l w a y s  g o  b a c k  t o  d i r e c t  c o n t r a c t i n g  o r  

a  l e e - f o r - s e r v i c e  w o r l d . "

W h a t ’s  to  s to p  M C O s  
from  ta k in g  a d v a n ta g e ?
I n  l a d ,  t h e r e ' s  a  “ n o - m a n ' s  l a n d "  

b e t w e e n  w h a t  M C O s  c a n  c h a r g e  a n d  

w h a t  b u s i n e s s e s  a r e  w i l l i n g  t o  p a y .  “ I f  

y o u ' r e  a  l a r g e  c o m p a n y ,  y o u  d o  h a v e  

t h e  o p t i o n  o f  t r y i n g  t o  d e a l  i n d e p e n ­

d e n t l y  w i t h  p h y s i c i a n s , ”  s a y s  B r o o k ­

i n g s  e c o n o m i s t  A a r o n .  " T h e  e f f e c t  o f  

t h a t  o p t i o n  w i l l  b e  t o  c o n s t r a i n  t h e  

b e h a v i o r  o f  H M O s  in  a n y  g i v e n  c o m ­

m u n i t y .  a s  t h e y ' l l  w a n t  t o  k e e p  t h e  

l a r g e s t  m a r k e t  s h a r e  p o s s i b l e .

“ B a n k  o f  A m e r i c a  k n o w s  it k n o w s  

b a n k i n g .  It d o e s n ' t  k n o w  h e a l t h  c a r e .  

B u t  i f  p r i c e s  g o t  t o o  h i g h ,  it w o u l d  

l e a r n  h e a l t h  c a r e . "  A a r o n  a d d s .  " T h e  

f a c t  t h a t  p r o v i d e r s  o f  h e a l t h  c a r e  k n o w  

t h a t  w o u l d  p r e v e n t  t h e m  f r o m  s e t t i n g  

p r i c e s  t o o  h i g h ,  e v e n  i f  t h e r e  w e r e n ’ t 

t h e  k i n d  o f  i n t e n s e  c o m p e t i t i o n  t h e r e  

i s  r i g h t  n o w  i n  C a l i f o r n i a .  A s  l o n g  a s  

t h e r e  a r e  e n o u g h  l a r g e  p l a y e r s  in  e a c h  

c o m m u n i t y .  B a n k  o f  A m e r i c a  m a y  

n e e d  t o  w o r r y  a b o u t  q u a l i t y  o f  c a r e  

a n d  a v a i l a b i l i t y  o f  s e r v i c e s ,  b u t  it 

p r o b a b l y  c a n  c o n t i n u e  t o  d o  b a n k i n g  

r a t h e r  t h a n  p r o v i d e  h e a l t h  c a r e . "

l i v e n  in  a  w o r l d  w h e r e  t h e r e  a r e  g i a n t  

M C O s .  b u s i n e s s e s  r e m a i n  I h e  c u s t o m e r .  

“ W h e n  w h o e v e r  i s  l e f t  s t a n d i n g  s t o p s  

p r o v i d i n g  a d e q u a t e  a c c e s s ,  c o s t  o r  ( n u l l ­

i t y .  A m e r i c a n  b u s i n e s s  i s  g o i n g  t o  s t e p  

u p  a g a i n  a n d  s a y .  ' E n o u g h !  L e t ' s  t r y  

s o m e t h i n g  e l s e . ’ "  s a y s  I . a L o g g i a .

In  s o m e  p l a c e s ,  it a l r e a d y  h a s .  C o r ­

p o r a t i o n s  l i k e  X e r o x  a n d  H e w l e t t -  

P a c k a r d  a r e  f o c u s i n g  o n  m e a s u r i n g  

t h e  q u a l i t y  o f  c a r e .  " I f  m e r g e r s  r e s u l t  

in  o n l y  o n e  H M O  s e r v i n g  a n  a r e a ,  t h e  

q u a l i t y  o f  c a r e  c o u l d  b e  t h r e a t e n e d . "  

s a y s  D a r l i n g .  " I t  m e a n s  t h e r e  a r e  n o t  

I w o  c o m p e t i n g  o r g a n i z a t i o n s  l h a t  a r e  

m a k i n g  ; m  e f f o r t  t o  o f f e r  t h e  l o w e s t
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Building bigger players

Hospitals

Physician medical groups
Psychiatric care

In 1996, the feeding frenzy o f mergers and acquisitions among health care service organizations 
was 54 percent greater than the record number of transactions seen in 1995, according to 
Irving Levin Associates. Consolidations among HMOs rose 118 percent. Stephen Monroe, a 
partner with Levin, predicts activity this year will match last year's volume ofM&A transactions.

Health care mergers and acquisitions by type of organization 
1 9 9 6  1 9 9 5

S o u r c e :  Irving Levin A ssoc ia tes .

c o s t  a n d  h i g h e s t  q u a l i t y  a t  t h e  s a m e  

t i m e .  T h a t ' s  w h e r e  o u t s i d e  r e v i e w e r s  

s u c h  a s  t h e  N a t i o n a l  C o m m i t t e e  o n  

Q u a l i t y  A s s u r a n c e  t i r e  g o i n g  t o  

b e c o m e  m o r e  i m p o r t a n t . "

S o m e  b u s i n e s s e s  a r e  s o  c o n c e r n e d  

a b o u t  q u a l i t y  t h a t  t h e y ' r e  f o r m i n g  

t h e i r  o w n  m e a s u r e m e n t  t e a m s .  F i v e  o f  

C i n c i n n a t i ' s  b i g g e s t  b u s i n e s s e s ,  f o r  

e x a m p l e ,  h i r e d  t h e  c o n s u l t i n g  f i r m  

T o w e r s  P e r r i n  t o  e v a l u a t e  m a n a g e d  

c a r e  p l a n s  b a s e d  o n  q u a l i t y  o f  c a r e ,  

a c c e s s ,  c u s t o m e r  s a t i s f a c t i o n ,  c o s t ,  u t i ­

l i z a t i o n  r e v i e w  a n d  p l a n  m a n a g e m e n t .

T h e  f e d e r a l  g o v e r n m e n t  i s  a l s o  g e l ­

l i n g  in  o n  t h e  a c t .  D u r i n g  h i s  r e e l e c ­

t i o n  c a m p a i g n .  P r e s i d e n t  C l i n t o n  

a n n o u n c e d  t h e  f o r m a t i o n  o f  a  p a n e l  t o  

m o n i t o r  t h e  q u a l i t y  o f  m a n a g e d  c a r e .

T h e  p u b l i c ,  m e a n w h i l e ,  i s  e s s e n t i a l ­

l y  d i s e n g a g e d  f r o m  t h e  i s s u e  o f  m a n ­

a g e d  c a r e  m e r g e r s  a n d  a c q u i s i t i o n s .  

W h e n  a s k e d  i n  a  r e c e n t  s u r v e y  h o w  

t h e y  p i c k e d  a  h e a l t h  p l a n ,  m o s t  s a i d  

t h e y  i g n o r e d  i s s u e s  l i k e  q u a l i t y  m e a ­

s u r e m e n t s  a n d  e v e n  t h e i r  d o c t o r s '  

a d v i c e .  W h a t  t h e y  d e p e n d e d  o n  w a s  

n o t  t h e  s i / o  o f  t h e  M C O .  b u t  t h e  s u g ­

g e s t i o n s  o f  f r i e n d s  a n d  f a m i l y .

D o in g  it th e m s e lv e s
B u s i n e s s e s  t h e m s e l v e s  a r e  m a k i n g

s u r e  t h a t  c o m p e t i t i v e  m a r k e t s  d o  n o t  

g i v e  w a y  t o  m a n a g e d  c a r e  m o n o l i t h s ,  

m o s t  n o t a b l y  i n  t h e  M i n n e a p o l i s / S t .  

P a u l  m a r k e t ,  o n e  o f  t h e  f u r t h e s t  a l o n g  

i n  t e r m s  o f  H M O  c o n s o l i d a t i o n .  F o u r  

m a j o r  h e a l t h  p l a n s  h a v e  m o s t  o f  t h e  

m a r k e t  a n d  b a s i c a l l y  c o n t r o l  p r i c i n g .  

T h e  2 6  l a r g e  c o m p a n i e s  t h a t  m a k e  u p  

t h e  B u y e r s  H e a l t h  C a r e  A c t i o n  G r o u p  

( B H C A G )  h a d  f o s t e r e d  t h e  g r o w t h  o f  

t h e  b i g  p l a n s  b u t  w e r e  u n h a p p y  w i t h  

t h e  l a c k  o f  c o m p e t i t i o n  t h a t  r e s u l t e d .

B H C A G  c o n v i n c e d  d o c t o r s  a n d  

h o s p i t a l s  t o  f o r m  t h e m s e l v e s  i n t o  15  

" c a r e  s y s t e m s "  t h a t  p r o v i d e  c o m p l e t e  

a n d  s t a n d a r d i z e d  b e n e f i t s  at v a r y i n g  

p r i c e s .  T h e  e m p l o y e e s  o f  B H C A G  

c o m p a n i e s  m a k e  t h e i r  o w n  c h o i c e s  —  

c o m p a r i s o n  s h o p p i n g  b y  p r i c e ,  b y  r e p ­

u t a t i o n  o f  p h y s i c i a n s  o r  b y  w h a t e v e r  

f a c t o r  m a k e s  t h e  m o s t  s e n s e  t o  t h e m  a s  

c o n s u m e r s .  R a t e s  a l i e a d y  a r e  5  p e r ­

c e n t  b e l o w  t h o s e  o f  t h e  l o c a l  I I M O s ,  

s a y s  B H C A G  e x e c u t i v e  d i r e c t o r  S t e v e  

W e t / e l l  ( S e e  " W h o  n e e d s  t h e  m i d d l e ­

m a n . ’ "  o n  p a g e  3 4  f o r  m o r e  o n  I h e  

t r e n d  t o w a r d  d i r e c t  c o n t r a c t i n g . )

T h e r e ' s  s o m e t h i n g  e l s e  t h a t  m a y  

p u t  t h e  b r a k e s  o n  t h e  p r o f i t  m o t i v e  o f  

g i a n t  I I M O s .  s a y s  S h e r l o c k :  M o r e  a n d  

m o r e  d o c t o r -  a n d  h o s p i t a l - r u n  M C O s  

a r e  f o r m i n g  a c r o s s  t h e  n a t i o n ,  a n d

t h e s e  " p r o v i d e r - s p o n s o r e d  h e a l t h  

p l a n s  w i l l  g i v e  m a n y  o f  t h e s e  l a r g e r ,  

u n i n t e g r a t e d  I I M O s  a  r u n  f o r  t h e i r  

m o n e y . "  l i e  r e a s o n s  t h a t  i t ' s  e a s i e r  f o r  

d o c t o r s  t o  r i d e  h e r d  o n  e a c h  o t h e r — l o  

s e t  s t a n d a r d s  t h a t  m i n i m i z e  c o s t l y  

e x c e s s i v e  c a r e — t h a n  it is  f o r  H M O s .  

w h i c h  m a n y  d o c t o r s  a n d  h o s p i t a l s  s e e  

a s  i h e  e n e m y .

W h e r e  t h e y  w o r k ,  p r o v i d e r - s p o n ­

s o r e d  p l a n s  c o u l d  a l s o  d o  a  l o t  

t o w a r d  m a k i n g  d o c t o r s  f e e l  m o r e  

a u t o n o m o u s ,  w h i c h  c o u l d  l e a d  t o  

b e t t e r  r e l a t i o n s h i p s  w i t h  p a t i e n t s .

S h e r l o c k  s e e s  a  s e c o n d  b r a k e  o n  t h e  

p o w e r  o f  l a r g e  I I M O s  in  a n  i d e a  th a t  

w a s  in  t h e  f a i l e d  C l i n t o n  h e a l t h  p l a n :  

h e a l t h  i n s u r a n c e  p u r c h a s i n g  c o o p e r a ­

t i v e s .  o r  H I P C s .  S m a l l ,  m e d i u m  a n d  

e v e n  l a r g e  b u s i n e s s e s  g r o u p  t o g e t h e r  

a n d  s e t  u p  a n  i n s u r a n c e  s u p e r m a r k e t ,  

w h e r e  e m p l o y e e s  c a n  c h o o s e  o n  I h e  

b a s i s  o f  c o s t  a n d  q u a l i t y ,  w i t h  t h e  i d e a  

t h a t  c o m p e t i t i o n  w i l l  h o l d  c o s t s  d o w n .  

" W i t h  H I P C ' s  y o u  c a n  h a v e  a l l  t h e  

e f f i c i e n c y  y o u ' d  e v e r  w a n t ,  a t  t h e  

s a m e  t i m e  a s  y o u  h a v e  b r u t a l  c o m p e ­

t i t i o n . "  s a y s  S h e r l o c k .

A c c o r d i n g  l o  t h e  Haitiinure Sun.
7 . 0 0 0  b u s i n e s s e s  w e r e  m e m b e r s  o f  l -IO  

p u r c h a s i n g  c o a l i t i o n s  n a t i o n w  i d e  in  

I W 6 .  n e a r l y  t w i c e  t h e  n u m b e r  o f  c o a l i -
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Consolidating HMO market share
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Consolidation has placed more than half of total 
HMO enrollees in the hands of only 10 percent of 
HMOs. While the number of HMOs grew by 20 
percent in 1995, SMG Marketing Group predicts an 
increase of only 7 percent in 1996and less than half 
that in 1997. The number of enrollees. however, is 
projected to rise an average 9 percent in 1996 and 
1997, to a total o f nearly 80 million people. Between 
1998 and2000, growth in the number of HMOs will 
slow to less than 1 percent per year, but 
membeiship will grow by about 6 percent per year. 
And by the year2000, predicts SMG, about 750 
HMOs will be covering nearly 100 million people.

Size of HMO

S ource :  S M G  Marketing G roup.

Percentage of total HMO enrollment 
according to size of HMO

l i o n s  in  t h e  p r e v i o u s  y e a r ,  H o w  p o w e r ­

f u l  t h e  c o a l i t i o n s  a r e  r e m a i n s  t o  b e  

s e e n .  F o s t e r  H i g g i n s  a n a l y s t  F r b  s a y s  

t h e y  h a v e n ' t  s a v e d  m u c h .  T h e n  a g a i n ,  

t h e  T w i n  C i t i e s ’  B H C A G  h a s  b e c o m e  a 

m a j o r  p l a y e r ,  a n d  t h e  Sun r e p o r t s  t h a t  a 

l o c a l  c o a l i t i o n  w i t h  2 0  e m p l o y e r s  a n d

2 0 . 0 0 0  w o r k e r s  c l a i m s  a  I d  p e r c e n t  

s a v i n g s  in  h e a l t h  c a r e  c o s t s .

R ea lis tic  p r o s p e c ts
It m a y  s e e m  t h a t  m a n a g e d  c a r c  m e r g ­

e r s  c o u l d  d o  o n e  u n q u e s t i o n a b l y  g o o d  

t h i n g  b y  s m o o t h i n g  o u t  d i f f e r e n c e s  in  

p a t i e n t  c a r e  f r o m  r e g i o n  t o  r e g i o n .  B u t  

J o h n  W e n n b c r g ,  M l ) ,  o f  D a r t m o u t h  

M e d i c a l  S c h o o l ,  w h o  s t u d i e s  r e g i o n a l  

d i f f e r e n c e s  i n  c a r e ,  s a y s  t h a t ' s  n o t  n e c ­

e s s a r i l y  s o .  " I t  w i l l  n a t i o n a l i z e  t h e  

e c o n o m i c  s t r u c t u r e ,  b u t  d e a l i n g  w  ith 

l i i c  v a r i a t i o n s  in  p r a c t i c e  p a t t e r n s  a n d  

q u a n t i t i e s  o f  s e r v i c e s  i s  m u c h  m o r e  

c o m p l i c a t e d . "  h e  s a y s .  " I I M O s  c a n ' t  

w r i t e  r u l e s  l h a t  d o c t o r s  c a n  f o l l o w .  I t ' s  

n o l  g o i n g  t o  b e  l h a t  q u i c k  a n d  e a s y . "  

T h e  r e g i o n a l  v a r i a t i o n s  a r e  b a s e d  

m u c h  m o r e  o n  t h e  a v a i l a b i l i t y  o f  h o s ­

p i t a l  b e d s  a n d  s p e c i a l i s t s  t h a n  o n  w h o  

o w n s  a n  M C O .

C o n s o l i d a t i o n  c o u l d  h a v e  a t  l e a s t  

o n e  p o s i t i v e  e f f e c t ,  p r e d i c t s  F o s t e r  

H i g g i n s '  H r h :  w a k i n g  u p  s o m e  b u s i ­

n e s s e s .  " A  l o t  o f  o u r  l a r g e  n a t i o n a l  

c l i e n t s ,  a n d  e v e n  s o m e  l o c a l  c l i e n t s ,  

h a v e  n o t  g o n e  o u t  t o  b i d  f o r  h e a l t h  

c a r e  r e c e n t l y .  I t ' s  b e e n  s o  e a s y  t o  g o  

f r o m  r e n e w a l  t o  r e n e w a l ,  e s p e c i a l l y  in  

t h e  l a s t  c o u p l e  o f  y e a r s  w i t h  p r e m i ­

u m s  f l a t  o r  d o w n . "  h e  s a y s .  B u t  j u s t  

t h e  a t t e n t i o n  t h e  c h a n g e s  i n  t h e  m a r ­

k e t p l a c e  a r e  g e t t i n g  c o u l d  m a k e  b u s i ­

n e s s e s  l o o k  at  w h a t ' s  o u t  t h e r e .

T o  H e w l e t t - P a c k a r d ' s  M o r i e o n i .  t h e  

d i s a p p e a r a n c e  o r  r e o r g a n i z a t i o n  o f  

s o m e  o f  t h e  c o m p a n i e s  s h e ’ s  b e e n  

d e a l i n g  w i t h  i s  a  l e s s o n .  " W h a t  a l l  t h i s  

d o e s  i s  r e m i n d  e m p l o y e r  p u r c h a s e r s  o f  

t h e  n e e d  t o  s t a y  t u n e d  in  t o  t h e  m a r k e t  

a n d  t o  b e  a d a p t a b l e  a n d  f l e x i b l e .  Y o u  

c a n ' t  m a k e  l o n g - t e r m  p l a n s  a b o u t  y o u r  

H M O  p r o v i d e r s  b e c a u s e  t h e y  m a y  n o t  

e x i s t  t o m o r r o w  . . . a n d  y o u  a l s o  h a v e  

t o  m a k e  l h a l  c l e a r  t o  y o u r  e m p l o y e e s . "

W h a t  it g e l s  d o w n  t o  i s  t h i s :  In  t h e

c o m p l e x  h e a l t h  c a r e  m a r k e t p l a c e ,  w i t h  

b u s i n e s s e s ,  i n s u r e r s ,  d o c t o r s ,  h o s p i ­

t a l s .  g o v e r n m e n t s  a n d  p a t i e n t s  o f t e n  at 

c r o s s - p u r p o s e s ,  i t ' s  h a r d  t o  t e l l  

w h e t h e r  t h e  m e r g e r s  a n d  a c q u i s i t i o n s  

w i l l  h e  g o o d  o r  b a d .

I f  M C O s  g e l  g r e e d y  a n d  g o v e r n ­

m e n t  f a i l s  t o  s t o p  t h e m ,  t h e  p r o f i t  

m o t i v e  i n  h e a l t h  c a r e  c o u l d  b e c o m e  

e v e n  m o r e  e n t r e n c h e d ,  b u s i n e s s e s  w i l l  

f i n d  t h e m s e l v e s  in  a n  a d v e r s a r i a l  r e l a ­

t i o n s h i p  w i t h  h e a l t h  p l a n s ,  a n d  p e o p l e  

m i g h t  w i n d  u p  t u r n i n g  t o  t h e  g o v e r n ­

m e n t  f o r  r e l i e f .

O n  t h e  o t h e r  h a n d ,  i f  b u s i n e s s e s  c o n ­

t i n u e  t o  r i d e  h e r d  o n  M C O s  o n  q u a l i t y  

a n d  c o s t ,  i f  p r o v i d e r s  c o n t i n u e  t o  s e t  u p  

a l t e r n a t i v e  M C O s .  i f  p e o p l e  l e a r n  t o  d i s ­

t i n g u i s h  b e t w e e n  g o o d  a n d  b a d  h e a l t h  

p l a n s ,  a n d  i f  I h e  g o v e r n m e n t  k e e p s  a  

w a t c h f u l  b u t  n o t  o v e r b e a r i n g  e y e ,  t h e n  

t h e  m a r k e t  m a y  v e r y  w e l l  m a k e  t h e  

h e a l t h  c a r e  d e l i v e r y  s y s t e m  w o r k .

Joanne Silberner, a writer based 
in Washington, D.C., has been 
covering health care policy and 
medicine for 15 years.
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W h o  n e e d s  
th e  m id d le m a n ?

Provider-sponsored orgai lizations sa y  they keep  third party p layers 
from m eddling in the doctor-patient relationship. While their viability is 

uncertain, their focus on quality is raising the competitive stakes.

l i e  m o r e  t h i n g s  c h a n g e ,  t h e  

m o r e  t h e y  s t a y  t h e  s a m e , "  

s e e m s  t o  b e  t h e  a p t  p l a t i t u d e  

t o  d e s c r i b e  t h e  h e a l t h  c a r e  

m a r k e t p l a c e  o f  1 9 9 7 .  T h e  l a t e s t  a d d i ­

t i o n  t o  t h e  a r r a y  o f  o p t i o n s  f o r  

e m p l o y e r s  t h a t  o f f e r  h e a l t h  b e n e f i t s  i s  

I h e  p r o v i d e r - s p o n s o r e d  o r g a n i z a t i o n  

( P S O ) .  S e t  u p  a n d  m a n a g e d  b y  h o s p i ­

t a l s  a n d / o r  d o c t o r s ,  P S O s  h o l d  o u t  t h e  

d e l e c t a b l e  p r o m i s e  t h a t  t h e y  w i l l  c u t  

o u t  t h e  m i d d l e m a n  — t h e  i n s u r a n c e  

c a r r i e r .

In  t h e o r y ,  c o n t r a c t i n g  d i r e c t l y  w i t h  

P S O s  c o u l d  t r a n s l a t e  i n t o  l o w e r  

a d m i n i s t r a t i v e  a n d  p r e m i u m  c o s t s  a n d  

h i g h e r  q u a l i t y  c a r e .  I n  p r a c t i c e ,  it  

m i g h t  a t t a c h  e m p l o y e r s  t o  u n d e r r e g u ­

l a t e d  a n d  p o s s i b l y  u n d e r f u n d e d  e n t i ­

t i e s  w i t h  l i t t l e  r i s k - b e a r i n g  e x p e r i e n c e .

M o s t  P S O s  l a c k  t r a c k  r e c o r d s  a n d  

h a v e  l i t t l e  q u a l i t y  d a t a  o r  p r o o f  o f  

a b i l i t y  t o  m a n a g e  u t i l i z a t i o n .  T h e y  

s t a n d  011 s o m e w h a t  s h a k y  r e g u l a t o r y  

g r o u n d  a s  w e l l ,  b e c a u s e  e n f o r c e r s  a r e  

h a v i n g  t r o u b l e  d e f i n i n g  t h e m .  S h o u l d  

P S O s  b e  l i c e n s e d  a s  i n s u r e r s  o r  l e f t  t o  

t h e i r  o w n  d e v i c e s ?

A s  a  r e s u l t ,  n o t  m a n y  e m p l o y e r s  

h a v e  v e n t u r e d  i n t o  t h i s  u n c h a r t e d  t e r ­

r i t o r y ,  a n d  t h e  d a r i n g  f e w  t h a t  h a v e  

s i g n e d  c o n t r a c t s  h a v e  b e e n  r e l u c t a n t  

l o  e l i m i n a t e  a l l  t h e  f u n c t i o n s  o f  t h e  

m i d d l e m a n .  M a n y  s t i l l  p a y  a  t h i r d  

p a r t y  a d m i n i s t r a t o r  ( T P A )  o r  a  h e a l t h  

p l a n  t o  p r o c e s s  c l a i m s ,  p r o v i d e  c u s ­

t o m e r  s e r v i c e  a n d  c o l l e c t  q u a l i t y  d a t a .

T h a t  d o e s n ' t  s u r p r i s e  P e t e r  

K o n g s t v e d l ,  M D .  a  p a r t n e r  w i l h  E r n s t

By Alicia Ault Barnett

&  Y o u n g ' s  W a s h i n g t o n ,  D . C . .  o f f i c e .  

P r o v i d e r s  a n d  p a y e r s  m a y  d r e a m  

a b o u t  c u t t i n g  o u t  t h e  m i d d l e m a n ,  h e  

s a y s ,  " b u t  a l l  y o u  c a n  d o  i s  r e p l a c e  

h i m , "  b e c a u s e  t h e r e  a r e  “ a b s o l u t e l y  

n e c e s s a r y  a d m i n i s t r a t i v e  f u n c t i o n s , "  

s u c h  a s  m a n a g i n g  b i l l i n g ,  e n r o l l m e n t ,  

b e n e f i t s  t r a c k i n g  a n d  f i n a n c i a l  m a n ­

a g e m e n t .  “ I d o n ' t  k n o w  t h a t  p r o v i d e r s  

a n d  p u r c h a s e r s  c a n  d o  a n y  b e t t e r  t h a n  

t h e  s o - c a l l e d  m i d d l e m a n , "  a g r e e s  

D e n n i s  B u s h ,  s e n i o r  v i c e  p r e s i d e n t  

w i l h  i h e  M E D S T A T  G r o u p .

F o r  a t  l e a s t  t h e  n e x t  f i v e  y e a r s ,  

“ t h e r e  a r e  a d v a n t a g e s  t h a t  m i d d l e m e n  

b r i n g  t o  t h e  t a b l e , "  a d d  l ' e n  

B e r k o w i t z  o f  t h e  T o w e r s  P e r r i n  o f f i c e  

i n  M i a m i .  T P A s ,  a n d  m a n a g e d  c a r e  

o r g a n i z a t i o n s  ( M C O s )  in  p a r t i c u l a r ,  l i e  

s a y s ,  a r e  s k i l l e d  in  a c c o u n t  a n d  c u s ­

t o m e r  s e r v i c i n g  a n d  c a n  o f f e r  s o p h i s t i ­

c a t e d  i n f o r m a t i o n  s y s t e m s .  M o s t  o f  

t h e m  c a n  m a k e  t h e  d a u n t i n g  p r o s p e c t  

o f  a d m i n i s t e r i n g  t o  t h e  n e e d s  o f  s e v e r a l  

h u n d r e d  o r  s e v e r a l  t h o u s a n d  e m p l o y ­

e e s  a  l o t  l e s s  c o m p l e x ,  a n d  B e r k o w i t z  

c o n c l u d e s ,  " A d m i n i s t r a t i v e  s i m p l i c i t y  

s t i l l  s e l l s  i n  t h e  e m p l o y e r  s e g m e n t . "

S o  e v e n  t h o u g h  t h e  n a m e  o f  t h e  

p r o v i d e r  a n d  t h e  f o r m  o f  t h e  d e l i v e r y  

s y s t e m  t n a y  h a v e  c h a n g e d ,  t h e  b a s i c  

s h a p e  o f  t h e  f i n a n c i a l  s t r u c t u r e  

r e m a i n s  c o n s t a n t .  E m p l o y e r s  a r e  n o t  

t r a n s f e r r i n g  f i n a n c i a l  r i s k  t o  t h e s e  

P S O s .  a n d  m a n y  t i r e  s t r u g g l i n g  w i t h  

t h e  i m p l i c a t i o n s  o i  m a k i n g  t h e  p h y s i ­

c i a n  m o r e  d i r e c t l y  a c c o u n t a b l e  f o r  

m e e t i n g  q u a l i t y  a n d  budget t a r g e t s .

S t i l l ,  e m p l o y e r s  s a y  t h a t  P S O s  a r e  

i n j e c t i n g  c o m p e t i t i o n  i n t o  t h e i r  m a r ­

k e t s .  I n  M i n n e a p o l i s ,  f o r  e x a m p l e ,  

w h i c h  w a s  o n  t h e  v e r g e  o f  d o m i n a t i o n  

b y  a  f e w  M C O s .  t h e  B u y e r s  H e a l t h  

C a r e  A c t i o n  G r o u p  ( B H C A G )  t h i n k s  

i t s  e n c o u r a g e m e n t  o f  P S O s — t h r o u g h  

a n  e x p e r i m e n t a l  p r o g r a m  j u s t  g e t t i n g  

u n d e r  w a y  i n  1 9 9 7  — m a y  k e e p  t h e  

m a r k e t  f r o m  s t a g n a t i n g .  B H C A G .  

w h i c h  l a s t  y e a r  p u r c h a s e d  h e a l t h  c a r e  

f o r  I ( ) ( ) , ( ) ( ) ( )  w o r k e r s ,  p u l  o u t  a  r e q u e s t  

f o r  p r o p o s a l ,  a s k i n g  p r o v i d e r s  t o  a l i g n  

in  " C a r e  S y s t e m s "  t o  b i d  011 c o v e r a g e .  

O f  t h e  1 9  s y s t e m s  t h a t  r e s p o n d e d ,  15  

q u a l i f i e d  f o r  t h e  1 9 9 7 - 9 8  p l a n  y e a r ,  

s a y s  B H C A G  e x e c u t i v e  d i r e c t o r  S t e v e  

W e t z e l l .  " W e ' v e  g i v e n  t h e m  a  c u s ­

t o m e r  a n d  b r o u g h t  t h e m  t o  t h e  f r o n t  

o f  t h e  m a r k e t p l a c e . "

P ro v id e rs : D r iven  b y  fe a r
B u t  e m p l o y e r s  r a r e l y  h a v e  t h a t  m u c h  

c l o u t .  In  m o s t  a r e a s ,  p h y s i c i a n s  a n d  

h o s p i t a l s  a r c  o r g a n i z i n g  n o t  l o  s e r v e  a  

n e w  e u s t o n i e r ,  b u t  t o  l e n d  o f f  

e n c r o a c h i n g  M C O s .  " W i t h o u t  q u e s ­

t i o n .  i t ' s  p u r e l y  r e a c t i o n a r y  i n  s o m e  

p l a c e s , ”  s a y s  K o n g s t v e d l .  " a n d  i f  i t ' s  

n o t  p r o v i d i n g  v a l u e  t o  t h e  m a r k e t p l a c e .  

I h e  m a r k e t  w o n ' t  r e s p o n d  p o s i t i v e l y . "

P h y s i c i a n s  w a n t  l o  h o l d  o n  t o  t h e i r  

i n c o m e s  a n d  h a v e  m o r e  s a y  o v e r  t h e i r  

d e s t i n i e s .  In  s t a r t i n g  t h e i r  o w n  o r g a n i ­

z a t i o n s .  t h e y  h o p e  t o  e l i m i n a t e  t h e  

i n s u r a n c e  b r o k e r  s t a n d i n g  b e t w e e n  

t h e m  a n d  p a t i e n t s .
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H o s p i t a l s  a r e  l o s i n g  011 a l l  f r o n t s .  

I n p a t i e n t  c o s t s  s t i l l  e a t  u p  a  l a r g e  p o r ­

t i o n  o f  ( l i e  h e a l t h  c a r e  d o l l a r ,  h u t  

a d m i s s i o n s  a r e  d e c l i n i n g  a n d  M C O s  

i n c r e a s i n g l y  d e t e r m i n e  h o s p i t a l s ’  

f u t u r e s .  T h u s .  t h e y ,  l o o ,  a r e  l o o k i n g  f o r  

a  w a y  t o  g e t  b a c k  in  t h e  d r i v e r ' s  s e a t .

T h e  s c e n a r i o  v a r i e s  a n d  o f t e n  

d e p e n d s  o n  w h a t  i n s t i t u t i o n  i s  d o m i ­

n a t i n g  t h e  l o c a l  m a r k e t  — h o s p i t a l ,  

I I M O  o r  p h y s i c i a n .  N o t  s u r p r i s i n g l y ,  

m o s t  P S O s  a r e  h o s p i t a l - b a s e d .  In  E r n s t  

A :  Y o u n g ’ s  m o s t  r e c e n t  a n n u a l  r e p o r t  

o n  t h e s e  e n t i t i e s ,  h o s p i t a l s  w e r e  t h e  

p r i n c i p a l  o w n e r s  o f  7 6  p e r c e n t  o f  t h e  

2 0 0  s y s t e m s  s u r v e y e d .  M o s t  a r e  l o c a t ­

e d  in  h o s p i t a l - c e n t e r e d  s t a t e s ,  s u c h  a s  

F l o r i d a ,  I n d i a n a .  N e w  Y o r k ,  P e n n s y l ­

v a n i a  a n d  T e x a s .  S e c o n d - t i e r  s l a t e s  

i n c l u d e  A r i z o n a ,  C a l i f o r n i a ,  M a s s a ­

c h u s e t t s ,  M i c h i g a n  a n d  N e w  J e r s e y .

S u c h  h o s p i t a l - d r i v e n  o r g a n i z a t i o n s  

h a v e  e x i s t e d  f o r  d e c a d e s ,  b u t  t h e i r

g r o w i n g  d i r e c t  a c c e p t a n c e  o f  r i s k  a n d  

p r e m i u m s — w i t h o u t  b e i n g  l i c e n s e d  a s  

i n s u r e r s — a n d  t h e  e x p l o s i o n  i n  p h y s i ­

c i a n - d r i v e n  e n t e r p r i s e s  h a v e  p r i c k e d  u p  

t h e  e a r s  o f  t h e  m a n a g e d  c a r e  i n d u s t r y .

A c c o r d i n g  t o  T o m  H o d a p p .  a n  a n a ­

l y s t  w i t h  t h e  i n v e s t m e n t  b a n k i n g  f i r m  

R o b e r t s o n  S t e p h e n s  & C o . .  j u s t  s e v e n  

y e a r s  a g o ,  p h y s i c i a n s  d i d n ’ t f e e l  

e n o u g h  p a i n  t o  c h a n g e  t h e i r  s t r u c ­

t u r e s .  N o w .  t h e r e ’ s  n o  e s c a p i n g  t h e  

n e e d  t o  c o n s o l i d a t e  t h e i r  p r a c t i c e s  t o  

w i n  m a n a g e d  c a r e  o r ,  e v e n t u a l l y ,  

e m p l o y e r  c o n t r a c t s .

T h a t  r e a l i t y  h a s  b r o u g h t  a  f l o o d  o f  

m o n e y  f r o m  i n v e s t o r s ,  w h o  s e e  p h y s i ­

c i a n  i n t e g r a t i o n  a s  o n e  o f  t h e  l a s t  

i m p e n e t r a t e d  f r o n t i e r s .  P u b l i c l y  t r a d e d  

p h y s i c i a n  p r a c t i c e  m a n a g e m e n t  c o m ­

p a n i e s  h a v e  e x i s t e d  o n  a  s m a l l  s c a l e  

I b r  a l m o s t  a  d e c a d e .  H o d a p p  s e e s  t h e s e  

f i r m s  b e c o m i n g  e v e r - l a r g e r  n a t i o n a l  

p l a y e r s ,  b e l t e r - p o s i t i o n i n g  t h e i r  d o c t o r s

f o r  c o n t r a c t i n g .  T h e y  a l s o  g i v e  p h y s i ­

c i a n s  c a p i t a l  t o  b u i l d  i n f o r m a t i o n  s y s ­

t e m s  i n f r a s t r u c t u r e  a n d  t o  h a n d l e  

b i l l i n g  a n d  a d m i n i s t r a t i o n  m o r e  e f f i ­

c i e n t l y .  T h i s  a l l  p a v e s  t h e  w a y  f o r  c u t ­

t i n g  o u t  t h e  i n s u r a n c e  b r o k e r .

A t  R o b e r t s o n  S t e p h e n s '  a n n u a l  

m e d i c a l  c o n f e r e n c e  l a s t  N o v e m b e r ,  

t h e r e  w e r e  m o r e  t h a n  a  d o z e n  p r a c t i c e  

m a n a g e m e n t  c o m p a n i e s  c o m p e t i n g  

f o r  i n v e s t o r s '  a t t e n t i o n .  M a n y  a r c  

b u i l t  a r o u n d  s p e c i f i c  s p e c i a l t i e s ,  

i n c l u d i n g  n e o n a t o l o g y ,  o n c o l o g y  a n d  

o b s t e t r i c s  a n d  g y n e c o l o g y .  W h i l e  

s o m e  a r e  s e c u r i n g  M C O  c o n t r a c t s  f o r  

t h e i r  p h y s i c i a n s ,  H o d a p p  s a y s  W a l l  

S t r e e t  i s  w a t c h i n g  t o  s e e  h o w  t h e s e  

c o m p a n i e s  t a k e  011 a n d  h a n d l e  r i s k ,  i n  

t h e  e a s t e r n  U n i t e d  S t a t e s  i n  p a r t i c u l a r ,  

h e  s a y s ,  w h e r e  t h e r e  i s  n o t  a s  m u c h  

e x p e r i e n c e  w i t h  c a p i t a t i o n ,  p h y s i c i a n s  

w i l l  h a v e  t o  t a k e  “ b a b y  s t e p s . ”

P h y s i c i a n s  a r e  c o m i n g  t o g e t h e r  in
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o t h e r  w a y s ,  t o o .  S o m e  h a v e  b e g u n  

t h e i r  o w n  I I M O s .  I n  a  n o v e l  

a p p r o a c h ,  t h e  3 0 0 - p h y s i c i a n  S c r i p p s  

C l i n i c  M e d i c a l  G r o u p ,  s p u n  o f f  f r o m  

t h e  S c r i p p s  H e a l t h  S y s t e m  a s  a  f o r -  

p r o f i t  c o m p a n y  i n  F e b r u a r y  1 9 % ,  i s  

c o n s o l i d a t i n g  d o c t o r  g r o u p s  a c r o s s  t h e  

n a t i o n  u n d e r  i t s  “ b r a n d "  n a m e .  

S c r i p p s  h a s  c a p i t a t e d  c o n t r a c t s  i n  i t s  

S a n  D i e g o  m a r k e t  a n d  h o p e s  t o  

e x t e n d  i t s  r e a c h  b o t h  g e o g r a p h i c a l l y  

a n d  i n t o  e m p l o y e r  c o n t r a c t i n g .

S c r i p p s  i s  a  r e s p e c t e d  n a m e ,  b u t  

m o s t  P S O s  d o n ' t  h a v e  a s  m u c h  t o  

t r a d e  o n .  E r n s t  &  Y o u n g  f o u n d  t h a t  

t h e  m a j o r i t y  o f  t h o s e  it s u r v e y e d  a r c  

u n d e r  f i v e  y e a r s  o l d ,  h a v e  f e w  c o v ­

e r e d  l i v e s  a n d  a r e  a t t e m p t i n g  r i s k -  

s h a r i n g  w i t h o u t  a  g o o d  h a n d l e  o n  u t i ­

l i z a t i o n .  M o s t  h a v e  l i t t l e  c a p a b i l i t y  t o  

s h a r e  m e a n i n g f u l  d a t a  w i t h  c l i e n t s ,  

a n d  o n l y  a  t h i r d  a r e  p r o f i t a b l e .  T h a t ' s  

a  r i s k y  p r o f i l e  f o r  e m p l o y e r s  w h o  

w a n t  t o  c u t  o u t  t h e  m i d d l e m a n .

M o s t  i r r i t a t i n g  t o  t h e  H M O  i n d u s ­

t r y :  7 2  p e r c e n t  o f  t h e  1 0 5  P S O s  t h a t  

r e c e i v e  p r e m i u m  p a y m e n t s  d o  n o t  

h a v e  H M O  l i c e n s e s .  E r n s t  &  Y o u n g  

f o u n d  s i g n i f i c a n t  d i f f e r e n c e s  b e t w e e n  

t h e  l i c e n s e d  a n d  n o n l i c e n s e d  e n t i t i e s .  

L i c e n s e d  p l a n s  h a d  a v e r a g e  r e v e n u e s  

o f  S I  I S  m i l l i o n ,  w h i l e  t h e  n o n l i -  

c e u s e d  p l a n s  t o o k  i n  a n  a v e r a g e  $ 3 0  

m i l l i o n .  T h e  u n l i c e n s e d  o r g a n i z a t i o n s  

a l s o  h a d  s u b s t a n t i a l l y  f e w e r  e n r o l l e e s .

R eg u la to rs : F ran k ly  p u z z le d
U n d e r  p r e s s u r e  f r o m  t h e  A m e r i c a n  

M e d i c a l  A s s o c i a t i o n ,  t h e  A m e r i c a n  

H o s p i t a l  A s s o c i a t i o n  a n d  o t h e r  i n t e r ­

e s t e d  p a r t i e s ,  I h e  f e d e r a l  g o v e r n m e n t  

la s t  s u m m e r  i s s u e d  r e v i s e d  g u i d e l i n e s  

o n  a n t i t r u s t  r e g u l a t i o n s  t h a t  m a d e  it 

e a s i e r  f o r  p h y s i c i a n s  a n d  h o s p i t a l s  l o  

o r g a n i z e .

I n  t h e  p a s t ,  p h y s i c i a n s  w h o  c a m e  

t o g e t h e r  in  n e t w o r k s  r i s k e d  a c c u s a t i o n s  

o f  p r i c e  f i x i n g .  T h e  g o v e r n m e n t  n o w  

s e e m s  w i l l i n g  t o  a l l o w  t h e  a r r a n g e ­

m e n t s  i f  t h e y  b r i n g  * e f f i c i e n c i e s ”  t o  a  

m a r k e t .  T h a t  m i g h t  m e a n  p r o v i d i n g  a  

n e w  s e r v i c e  o r  c r e a t i n g  s a v i n g s ,  b u t  

t h e  f e d s  s e t  n o  h a r d - a n d - f a s t  r u l e s .  T h i s  

h a s  g i v e n  r i s e  t o  a n  a r m y  o f  c o n s u l ­

t a n t s  a d v i s i n g  p r o v i d e r s  o n  h o w  t o  

s a f e l y  j o i n  t o g e t h e r .

T h e  H M O  a n d  i n s u r a n c e  i n d u s t r i e s  

a r e  n e i t h e r  h a p p y  a b o u t  t h e s e  s a f e  h a r ­

b o r s  n o r  p l e a s e d  t h a t  t h e  n e w  f e d e r a l  

g u i d e l i n e s  a l l o w  p h y s i c i a n - o w n e d  

o r g a n i z a t i o n s  t o  c o n t r a c t  d i r e c t l y  w i t h  

e m p l o y e r s  a n d  s h a r e  r i s k  w i t h o u t  b e i n g  

r e g u l a t e d  a s  i n s u r e r s .  T h e y  w a n t  t h e s e  

e n t i t i e s  t o  b e  s u b j e c t  t o  s t r i c t  l i c e n s u r e  

a n d  s o l v e n c y  r e q u i r e m e n t s .

T h e  i n d i v i d u a l  s t a t e s ,  h o w e v e r ,  h a v e  

f i n a l  s a y  o n  l i c e n s u r e  r e q u i r e m e n t s .  

S o m e  P S O s  t h a t  w o u l d  s h a r e  r i s k  w a n t  

t h e  i m p r i m a t u r  o f  b e i n g  l i c e n s e d ,  w h i l e  

o t h e r s  s e e  n o  b e n e f i t  i n  t h e  e x p e n s e  

a n d  h a s s l e  o f  t h e  p r o c e s s ,  s a y s  D a n  

K r a n e ,  a n  a t t o r n e y  w i t h  t h e  P h i l a d e l ­

p h i a  f i r m  D r i n k e r .  B i d d l e  &  R e a t h .

A l a r m e d  a t  t h e  r i s e  o f  u n l i c e n s e d  

e n t i t i e s ,  t h e  N a t i o n a l  A s s o c i a t i o n  o f  

I n s u r a n c e  C o m m i s s i o n e r s  ( N A I C )  h a s  

b e e n  w o r k i n g  o n  s t a n d a r d i z i n g  

r e q u i r e m e n t s .  K r a n e  s a y s  N A I C  is  s t i l l  

s m a r t i n g  f r o m  t h e  1 9 8 0 s  d e b a c l e  o f  

m u l t i p l e  e m p l o y e r  w e l f a r e  a r r a n g e ­

m e n t s ,  w h i c h  a r g u e d  l h a t  t h e y  w e r e  

e x e m p t  f r o m  s t a t e  l i c e n s u r e  l a w s .  

M a n y  d i d  n o t  u n d e r s t a n d  t h e  i n s u r a n c e  

b u s i n e s s ,  a n d  s o m e  e n d e d  u p  i n s o l v e n t .

L a s t  A u g u s t .  N A I C  a d v i s e d  s l a t e  

c o m m i s s i o n e r s  t h a t  i t s  w o r k i n g  g r o u p  

o n  P S O s — a  d e f i n i t i o n  t h a t  i n c l u d e s  

i n t e g r a t e d  p r o v i d e r  o r g a n i z a t i o n s ,  

i n t e g r a t e d  p r a c t i c e  a r r a n g e m e n t s ,  

p h y s i c i a n - h o s p i t a l  o r g a n i z a t i o n s  

( P H O s )  a n d  p r o v i d e r - s p o n s o r e d  n e t ­

w o r k s — h a i l  d e c i d e d  t h a t  a n y  o r g a n i ­

z a t i o n  a c c e p t i n g  p r e p a i d  r i s k  “ i s  in  t h e  

b u s i n e s s  o f  i n s u r a n c e . "

B u t  K r a n e  s a y s  it  g e n e r a l l y  t a k e s  

y e a r s  f o r  N A I C  t o  s o l i d i f y  a  p o s i t i o n  

a n d  t h a t  s t a t e s  d o n ' t  a l w a y s  f a l l  i n t o  

l i n e .  T h u s  f a r .  a  h a n d f u l  o f  s l a t e s  h a v e  

e n a c t e d  a n d  o t h e r s  a r e  c o n s i d e r i n g  

l a w s  l h a t  r e g u l a t e  P S O s .  S o m e  s e e m  

w e a k  a t  b e s t .  I n  C o l o r a d o ,  f o r  

i n s t a n c e ,  p h y s i c i a n s  a n d  h o s p i t a l s  

n e e d  o n l y  $  I ( ) ( ) , ( ) ( ) ( )  i n  r e s e r v e s  t o  

t a k e  o n  c a p i t a t i o n .

N A I C  r e p o r t s  t h a t  o t h e r  s t a t e s  h a v e  

s a i d  t h e y  h a v e  n o  i n t e n t i o n  o f  r e g u l a t ­

i n g  r i s k - s h a r i n g  b y  P S O s .  K r a n e  

t h i n k s  t h e i r  s t a n c e  c o u l d  e a s i l y

c h a n g e .  “ I f  t h e r e ’ s  o n e  h i g h l y  p u b l i ­

c i z e d  i n s o l v e n c y  o f  a  p r o v i d e r  o r g a n i ­

z a t i o n  i n  a  g i v e n  s t a t e , "  l i e  s a y s ,  " t h a t  

s t a t e  w i l l  b e  f o r c e d  t o  s t a r t  r e g u l a t i n g  

a l l  t h e  p r o v i d e r  o r g a n i z a t i o n s . "

T h e  u n c e r t a i n  r e g u l a t o r y  e n v i r o n ­

m e n t ,  h o w e v e r ,  h a s  n o t  s c a r e d  o f f  

s o m e  s e l f - i n s u r e d  e m p l o y e r s .

M in n e so ta : O u t in 
fro n t aga in
A s  h a s  o f t e n  b e e n  t h e  c a s e ,  e m p l o y e r s  

a n d  p r o v i d e r s  in  M i n n e s o t a  a r e  p u s h ­

i n g  t h e  e n v e l o p e  o f  h e a l t h  c a r e  d e l i v ­

e r y  a n d  f i n a n c i n g .  T h e  M i n n e a p o l i s -  

b a s e d  B H C A G ,  r e p r e s e n t i n g  2 6  c o m ­

p a n i e s ,  o v e r h a u l e d  i t s  a l r e a d y  i n n o v a ­

t i v e  b e n e f i t s  p l a n  i n  e a r l y  1 9 9 6 .  It 

i s s u e d  a  r e q u e s t  f o r  p r o p o s a l  t h a t  

d e f i n e d  a  s t a n d a r d  b e n e f i t  p a c k a g e ,  

s p e c i f i e d  r e q u i r e m e n t s  f o r  q u a l i t y  d a t a  

d i s c l o s u r e  a n d  g a v e  h i s t o r i c a l  c l a i m s  

i n f o r m a t i o n  o n  t h e  1 0 0 , 0 0 0  w o r k e r s  in  

t h e  B H C A G  p l a n .

A r e a  p r o v i d e r s  w e r e  a s k e d  l o  a l i g n  

t h e m s e l v e s  a n d  b i d  a s  “ C a r e  S y s ­

t e m s . "  T h e  s y s t e m s  o p e r a t e  a s  p r i m a r y  

c a r e  g a t e k e e p e r s ,  o v e r s e e i n g  r e f e r r a l s  

t o  s p e c i a l l y  a n d  h o s p i t a l  c a r e .  T h e y  

a r e  a l l o w e d  l o  d e c i d e  o n  t h e i r  o w n  

s t r u c t u r e ,  s e t  t h e i r  o w n  p r e m i u m s  a n d  

m a n a g e  t h e i r  o w n  u t i l i z a t i o n .  A  k e y  

p o i n t :  P h y s i c i a n s  c a n ' t  b e  in  t w o  C a r e  

S y s t e m s  s i m u l t a n e o u s l y  a n d  t h u s  c a n ’ t 

a p p r o a c h  e m p l o y e r s  a n d  c o n s u m e r s  

t h r o u g h  t w o  d i f f e r e n t  m i d d l e m e n .

F i f t e e n  o f  t h e  1 9  r e s p o n d e n t s —  

i n c l u d i n g  P H O s  a n d  p h y s i c i a n - d r i v e n  

s y s t e m s  — w e r e  s e l e c t e d .  E m p l o y e e s  

c h o o s e  s y s t e m s  b a s e d  o n  p r i c e  a n d  o n  

r e s u l t s  o f  a  c o n s u m e r  s a t i s f a c t i o n  s u r ­

v e y  c o m p l e t e d  i n  t h e  s u m m e r  o f

1 9 9 6 .  It r a t e s  t h e  4 3 0  p r i m a r y  c a r e  

c l i n i c s  a v a i l a b l e  i n  1 9 9 7 ,  b a s e d  o n  

p a t i e n t s ’ o v e r a l l  s a t i s f a c t i o n ,  a c c e s s  t o  

m e d i c a l  c a r e  a n d  i n f o r m a t i o n ,  p a t i e n t  

c a r e  a n d  c o m m u n i c a t i o n  a n d  h e a l t h  

p r o m o t i o n  f o r  c h i l d r e n  a n d  a d u l t s .

B H C A G  w i l l  r i s k - a d j u s l  c l a i m s  t a r ­

g e t s  s o  p r o v i d e r s  a r e n ' t  p e n a l i z e d  i f  

t h e y  h a v e  a n  a d v e r s e  s e l e c t i o n .  M e m ­

b e r  c o m p a n i e s  w i l l  r e m a i n  s e l f -  

i n s u r e d  a n d  d o  n o t  p l a n  t o  s h a r e  r i s k ,  

s a y s  W c t z c l l ,  a n d  t h u s  a r c  n o l  w o r r i e d
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Is direct contracting a direct route to the courtroom?
Does eliminating the middleman cut down an employer’s line of 
defense against liability suits? Philadelphia-based attorney Dan Krane 
thinks that’s the case.

In what Krane calls “garden variety" malpractice, physicians and 
hospitals have long been sued for bad results of medical care. Numer­
ous legal decisions have established a chain ol liability that extends 
beyond the direct providers of care to those who hired them, super­
vised them or checked their professional credentials. Over the past 
decade, suits against managed care organizations (MCOs)—as repre­
sentatives of phys'cians and hospitals—have proliferated. Litigation 
often stems from instances where there is alleged malpractice due to a 
patient’s not receiving prompt or correct care, or being referred to the 
wrong specialist. Krane says provider-sponsored organizations (PSOs) 
will face similar risks as they behave more like managed care plans 
and begin offering more nonmedical services, such as benefit design, 
credentialing, utilization review, enrollment and claims processing and 
advertising. Krane and other consultants recommend that PSOs pur­
chase insurance against that risk and that employers would do well to 
verify that the organizations they deal with are adequately covered.

To the extent that employers become more closely involved in ben­
efit design, development of clinical guidelines, and other aspects of 
both medical care and nonmedical services, they too may be exposed 
to the liability arising from those activities, says Krane. An employer 
that is sharing risk with a PSO and getting involved in care by impos­
ing referral restrictions or insisting on second opinions could end up 
being assigned some liability for malpractice.

Judi Morgan, a consultant with Towers Perrin's Atlanta office who 
works with PSOs and employers, says that many employers have had 
experience with direct malpractice liability exposure stemming from on­
site medical clinics. Now, as they contract with and rely on PSOs to 
select physician panels and to perform utilization reviews and other func­
tions necessary to operate an MCO, employers will find themselves in 
the liability stream for bad outcomes related to those functions, she says.

So far, there does not appear to be any precedent-setting case law in 
the area of PSOs or employers being sued for managed care-related activ­
ities, but both Krane and Morgan say it is only a matter of time before 
plaintiffs’ attorneys 'ook for the next deep pocket. Meanwhile PSOs, which 
are usually formed in a reactive mode, often push risk management down 
the priority list. For employers, managing liability risk related to direct con­
tracting might not even be on the radar screen.

a b o u t  a n y  o f  t h e  C a r e  S y s t e m s  

b e c o m i n g  i n s o l v e n t .  S h o u l d  t h a t  e v e r  

h a p p e n ,  h e  s a y s ,  e m p l o y e e s  w o u l d  b e  

i n c o n v e n i e n c e d  o n l y  t o  t h e  e x t e n t  o f  

h a v i n g  t o  f i n d  o t h e r  p r o v i d e r s .

A l t h o u g h  B H C A G  i s  w o r k i n g  

d i r e c t l y  w i t h  p r o v i d e r s ,  it h a s n ’ t e l i m ­

i n a t e d  t h e  a d m i n i s t r a t i v e  f u n c t i o n s  o f  

t h e  m i d d l e m a n .  T h e  g r o u p  p a y s  a  H a t  

p e r - m e m b e r - p c r - m o n t h  a d m i n i s t r a t i v e  

f e e  t o  H e a l t h  P a r t n e r s — a  l o c a l  h e a l t h  

d e l i v e r y  s y s t e m  t h a t  a l s o  o w n s  a n  

H M O — t o  p r o c e s s  c l a i m s  a n d  t o  p r o ­

v i d e  n u m b e r  c r u n c h i n g  f o r  r i s k  

a d j u s t m e n t  a n d  m e m b e r  s e r v i c e .  B u t  

e v e n  w i t h  t h a t  f e e ,  t h e r e  a r e  s a v i n g s ,  

s a y s  W e t z e l l .  H e  n o t e s  t h a t  p r e m i u m s  

d r o p p e d  b y  11 p e r c e n t  w h e n  B H C A G  

m o v e d  f r o m  tin i n s u r e d  H M O  p r o d u c t  

t o  a  s e l f - i n s u r e d  P P O  i n  1 9 9 3 ,  a n d  

C a r e  S y s t e m  b i d s  f o r  1 9 9 7  a r e  9 . 5  

p e r c e n t  l e s s  t h a n  w h a t  w o u l d  h a v e  

b e e n  e x p e c t e d  w i t h  t h e  P P O .

P l u s ,  t h e  a r r a n g e m e n t s  h a v e  f i n a l l y  

g i v e n  B H C A G  t h e  c l o u t  it w a n t e d .  

" W e  b e c o m e  a  m a r k e t  m a k e r ,  n o t  a  

m a r k e t  t a k e r , "  s a y s  W e t z e l l .  “ T h e  

c u s t o m e r  i s  d e f i n i n g  t h e  p r o d u c t . "  

W e t z e l l  t h i n k s  e m p l o y e r s  i n  a n y  m a r ­

k e t  c a n  f o l l o w  B H C A G ’ s  e x a m p l e :  

" I f  y o u  g i v e  p h y s i c i a n s  i n c e n t i v e s  t o  

m a n a g e  t h e i r  o w n  b u s i n e s s  a n d  t h e  

c a r e ,  t h e y  w i l l  r e s p o n d . "

Io w a : Ra is ing  th e  a n te
T h e  3 0  c o m p a n i e s  t h a t  m a k e  u p  t h e  

D o s  M o i n e s - b a s e d  C o m m u n i t y  H e a l t h  

P u r c h a s i n g  C o r p .  ( C H P C )  b e l i e v e  t h a t  

t h e y  c a n  n o t  o n l y  f o l l o w  t h e  B H C A G  

e x a m p l e  b u t  a l s o  w i e l d  e v e n  m o r e  

c l o u t ,  t h a n k s  t o  t h e  n a t u r e  o f  t h e i r  

l o c a l  m a r k e t .

C H P C  v i c e  p r e s i d e n t  L i n d a  J o n e s  

s a y s  t h a t  t h e  e m p l o y e r s - o n l y  g r o u p  

l i a s  b e e n  a b l e  t o  w o r k  m o r e  c l o s e l y  

w i t h  p r o v i d e r s  t h a n  e v e n  B H C A G ,  

b e c a u s e  m a n a g e d  c a r e  h a s  m a d e  s m a l l  

i n r o a d s  in  t h e  a r e a .  " W e  w e r e n ’ t r e i n ­

v e n t i n g  s o m e t h i n g ;  w e  w e r e  s h a p i n g  

s o m e t h i n g  t h a t  w a s  i n  i t s  i n f a n c y . "  

s h e  s a y s .  C H P C  a l s o  r e p r e s e n t s  f e w e r  

c o v e r e d  l i v e s ,  s a y s  J o n e s ,  a n d  t h u s  

m a y  be m o r e  n i m b l e  t h a n  B H C A G .  

F i n a l l y ,  s h e  n o t e s .  D e s  M o i n e s  i s  a

c l o s e - k n i t  c o m m u n i t y ,  w h i c h  m a k e s  

n e g o t i a t i o n s  s i m p l e r .

C H P C  h a d  b e e n  s e n d i n g  i t s  w o r k e r s  

t o  I I M O s  w i t h  p o i n t - o f - s e r v i c e  o p t i o n s  

a n d  l o  a  P P O .  I ' o r  1 9 9 6 .  C H P C  

d e s i g n e d  a  b e n e f i t  p l a n — a  p o i n t - o f -  

s e r v i c e  o p t i o n  w i t h  a  p r i m a r y  c a r e  

g a t e k e e p e r — w i l h  t h e  a d v i c e  o f  a r e a  

p r o v i d e r s  a n d  t h e n  i s s u e d  a  r e q u e s t  f o r  

p r o p o s a l .  C H P C  s t i p u l a t e d  t h a t  it 

w o u l d  o w n  a l l  t h e  p a t i e n t  d a t a  a n d  

w o u l d  s h a r e  r e s u l t s  w i t h  p r o v i d e r s  a n d  

c o n s u m e r s .  I ' h e  g r o u p  h o p e s  t o  d e v e l ­

o p  r e p o r t  c a r d s  f o r  c o n s u m e r s ,  w  h o  

w i l l  c h o o s e  s y s t e m s  b a s e d  o n  p r i c e ,  

o u t c o m e s  a n d  p a t i e n t  s a t i s f a c t i o n .

T h r e e - y e a r  c o n t r a c t s  w e r e  a w a r d e d  

l o  a  t r i o  o f  h e a l t h  c a r e  s y s t e m s  a l l  

p r o v i d e r - d r i v e n  —  c o m p r i s i n g  t h e  

m a j o r i t y  o f  p h y s i c i a n s  a n d  h o s p i t a l s  in  

t h e  D e s  M o i n e s  a r e a .  I o w a  H e a l t h  S y s ­

t e m  i s  a  P I I O .  a n d  S e c u r e C a r e  H e a l t h  

S y s t e m  i s  a n  i n t e g r a t e d  d e l i v e r y  s y s ­

t e m  h a l f - o w n e d  b y  M e r c y  H o s p i t a l .  

C H P C  a l s o  c o n t r a c t s  w i t h  t h e  J o h n  

D e e r e  H e a l t h  C a r e  S y s t e m ' s  p r i m a r y
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c a r e  c l i n i c s .  C H P C  h o p e s  t o  e x p a n d  t o  

s i x  o r  s e v e n  P S O s  b y  y e a r ’ s  e n d .

M o s t  u t i l i z a t i o n  d e c i s i o n s  a r e  l e f t  t o  

t h e  s y s t e m s ,  s a y s  J o n e s ,  b e c a u s e  t h e  

i d e a  i s  t o  e m p o w e r  t h e  p h y s i c i a n s .  

L i k e  B H C A G .  C H P C  p a y s  a  T P A  t o  

p r o c e s s  c l a i m s ,  h a n d l e  e n r o l l m e n t  a n d  

e l i g i b i l i t y  a n d  t r a n s f e r  f u n d s .  T h e  T P A  

a l s o  c o l l e c t s  d a t a  f r o m  p r o v i d e r s .  J o n e s  

s a y s  t h e  f e e  “ i s  v e r y  r e a s o n a b l e  c o m ­

p a r e d  w i t h  w h a t  o u r  e m p l o y e r s  h a v e  

p a i d  i n  t h e  p a s t  f o r  t h e s e  s e r v i c e s . "

U n l i k e  t h e i r  M i n n e a p o l i s  c o u n t e r ­

p a r t s ,  h o w e v e r ,  t h e  D e s  M o i n e s  

g r o u p ’ s  s e l f - i n s u r e d  f i r m s  w a n t  t o  s ta r t  

s h a r i n g  r i s k  a n d  r e w a r d i n g  p r o v i d e r s  

f o r  b e a t i n g  b u d g e t  t a r g e t s ,  s a y s  J o n e s .  

T h e  e m p l o y e r s  a r e  w o r k i n g  w i t h  t h e  

s t a l e  i n s u r a n c e  c o m m i s s i o n e r  t o  a v o i d  

r u n n i n g  a f o u l  o f  i n s u r a n c e  l a w s  o r  l o s ­

i n g  E R I S A  e x e m p t i o n s .

W i t h  a  s i n g l e  p l a n  d e s i g n  a n d  d i r e c t  

a c c e s s  t o  p a t i e n t  d a t a ,  t h e  e m p l o y e r s  

c a n  " r e a l l y  e v a l u a t e  t h e  p r o v i d e r  p e r ­

f o r m a n c e , "  s a y s  J o n e s ,  i n s t e a d  o f  b a s ­

i n g  p u r c h a s i n g  d e c i s i o n s  o n  p r i c e s  

a l o n e .  E v e n  w i t h o u t  h a r d  d a t a  o n  s a v ­

i n g s  o r  i m p r o v e d  q u a l i t y ,  C H P C  

e m p l o y e r s  h a v e  b e g u n  t o  c h a n g e  t h e  

s h a p e  o f  t h e  D e s  M o i n e s  m a r k e t ,  s h e  

r e p o r t s ,  n o t i n g  t h a t  i n d e m n i t y  i n s u r e r s  

h a v e  h a d  t o  d e c r e a s e  t h e i r  r a t e s  " b y  

d o u b l e  d i g i t s "  j u s t  t o  s t a y  c o m p e t i t i v e .

M e m p h is : M o tiva tin g  
th e  v e te r a n s
P S O  c o n t r a c t i n g  h a s  s p u r r e d  c o m p e t i ­

t i o n  in  t h e  M e m p h i s  m a r k e t ,  a s  w e l l ,  

s a y s  C r i s t i c  U p s h a w  T r a v i s ,  C E O  o f  

t h e  M e m p h i s  B u s i n e s s  G r o u p  o n  

H e a l t h .  M B G I I  h a s  5 8  s e l f - i n s u r e d  

m e m b e r s ,  i n c l u d i n g  F e d E x  a n d  t h e  

T e n n e s s e e  V a l l e y  A u t h o r i t y ,  a n d  r e p ­

r e s e n t s  a b o u t  15 0 , 0 0 0  w o r k e r s  a n d  

d e p e n d e n t s .

T r a v i s  s a y s  t h a t  M e m p h i s ,  w h i c h  

a l s o  h a s  l i t t l e  m a n a g e d  c a r e  p e n e t r a ­

t i o n .  h a s  b e e n  d o m i n a t e d  b y  h o s p i t a l s .  

M B G I I  c o n t r a c t s  d i r e c t l y  w i t h  t w o  

P P O s — b o t h  P H O s ,  o n e  d a t i n g  f r o m  

1 9 8 7 — a n  I I M C )  a n d  a  p o i u l - o f - s e r -  

v i c e  p l a n ,  M o s t  o f  i t s  m e m b e r s  u s e  

T P A s ,  w h i c h  T r a v i s  s a y s  m a k e s  s e n s e  

f o r  s m a l l  e m p l o y e r s .  T h e y  a l s o  h a v e

m o r e  c o n t r o l  o v e r  a  m i d d l e m a n  s u c h  

a s  a  T P A  r a t h e r  t h a n  a n  i n s u r a n c e  c a r ­

r i e r ,  w h i c h  h a s  t o  m a k e  m a n y  c l i e n t s  

f i t  a  s i n g l e  m o l d .

A l t h o u g h  M B G H  e m p l o y e r s  h a v e  

b e e n  s a t i s f i e d  w i t h  t h e  p r i c e  o f  t h e i r  

h e a l t h  c a r e ,  t h e y ' v e  b e e n  w a r y  a b o u t  

q u a l i t y  a n d  h a v e  t r i e d  t o  k e e p  c l o s e  

t a b s  o n  p r o v i d e r s  t h r o u g h  d a t a  c o l ­

l e c t e d  b y  t h e i r  T P A s ,

M B G H .  a w a r e  t h a t  h o s p i t a l s  t e n d  

t o  d o m i n a t e  a l l i a n c e s  w i t h  p h y s i c i a n s ,  

i s  t r y i n g  t o  b r i n g  t h e  d o c t o r s  i n t o  t h e  

m e d i c a l  m a n a g e m e n t  p r o c e s s .  It h a s  

m o n i t o r e d  a c u t e  c a r e  q u a l i t y  f o r  f o u r  

y e a r s ,  s a y s  T r a v i s ,  a n d  i d e n t i f i e d  

a r e a s  l o  d e v e l o p  c r i t i c a l  p a t h w a y s  th a t  

m u s t  i n c l u d e  p h y s i c i a n  i n p u t .  " W e  a r e  

l o o k i n g  a t  w a y s  t o  e n s u r e  t h a t  t h e  

p h y s i c i a n  i s  a c t i v e l y  i n v o l v e d  a n d  d r i ­

v i n g  t h e  c l i n i c a l  e n d  o f  t h i s , "  s h e  

s a y s ,  t o t i n g  t h u  • m p l o y e r s  u n d e r ­

s t a n d  t h a t  d o c t o r s  n u l d  t h e  k e y  t o  c o n ­

t r o l l i n g  q u a l i t y  a n d  c o s t .

L o c a l  d o c t o r s  h a v e  h e a r d  t h e  c a l l :  

T h e  c i t y ’ s  f i r s t  p h y s i c i a n - o w n e d  H M O  

h a s  o p e n e d  f o r  b u s i n e s s .  T r a v i s  a l s o  

t h i n k s  t h a t  t h e  P H O s  in  M e m p h i s  a r c  

d e s t i n e d  t o  b e  s u p p l a n t e d  b y  i n t e g r a t e d  

d e l i v e r y  s y s t e m s  th a t  w i l l  i n c o r p o r a t e  

m o r e  o f  a  p h y s i c i a n - d r i v e n  a p p r o a c h .

P S O s : R e tu rn in g  to  
th e ir  ro o ts
M o s t  c o n s u l t a n t s  a n d  i n d u s t r y  w a t c h ­

e r s  a g r e e  th a t  p r o v i d e r - s p o n s o r e d  o r g a ­

n i z a t i o n s ,  w h e t h e r  in  M e m p h i s  o r  e l s e ­

w h e r e .  w i l l  e n d  u p  l o o k i n g  m o r e  a n d  

m o r e  l i k e  t h e  h r o k e r - m i d d l c m e i i  t h e y  

c l a i m  t o  b e  r e p l a c i n g .  T h e  t r e n d  in  I h e  

h e a l t h  c a r e  i n d u s t r y  is  " c l e a r l y  t o w a r d  

g r e a t e r  c o n s o l i d a t i o n , "  n o t e s  M E D -  

S T A T ’ s  B u s h .  T o  s l a y  a l i v e .  P S O s  w  ill 

b e c o m e  e v e r - l a r g e r  a n d  i n c o r p o r a t e  

i n s u r a n c e  a n d  u n d e r w r i t i n g  a s  w e l l  a s  

f i n a n c i a l  a n d  d a t a  m a n a g e m e n t  e x p e r ­

t i s e .  T h e y  w i l l  f a c e  c o m p e t i t i v e  p r e s ­

s u r e  f r o m  i n s u r e r s ,  w h i c h  a i e  b u y i n g  

p h y s i c i a n  p r a c t i c e s ,  a n d  f r o m  h o s p i ­

t a l s .  w h i c h  a r e  a t t e m p t i n g  t o  p u r c h a s e  

i n s u r a n c e  c a r r i e r s .  A l l  t h i s ,  s a y s  B u s h ,  

m e a n s  " t h e  l i n e s  a r e  b l u r r i n g  b e t w e e n  

p a y e r s  a n d  p r o v i d e r s . "

F o r  l h a t  r e a s o n ,  d i r e c t  c o n t r a c t i n g

b e t w e e n  e m p l o y e r s  a n d  P S O s  t h a t  

d o n ’ t o f f e r  t h e  f u l l  s e r v i c e s  o f  a n  M C O  

is  “ l i k e  t h e  s e a r c h  f o r  E l d o r a d o , "  s a y s  

E r n s t  &  Y o u n g ’ s  K o n g s t v e d l ,  “ Y o u  

c a n  s p e n d  a  l o t  o f  t i m e  a n d  e n e r g y  

l o o k i n g  f o r  t h e  c i t y  o f  g o l d ,  b u t  y o u ’ r e  

n o t  l i k e l y  t o  f i n d  i t . "  W h i l e  s e l f -  

i n s u r e d  f i r m s  m a y  r u s h  t o  p a r t n e r  w i t h  

t h e  n a s c e n t  P S O s ,  h e  n o t e s ,  t h e y ’ v e  

h a d  t o  r e t a i n  a  m i d d l e m a n  t o  p r o v i d e  

i h e  i n s u r a n c e  f u n c t i o n s .

D i r e c t  c o n t r a c t i n g  m i g h t  n o t  m a k e  

s e n s e  f o r  P S O s  e i t h e r ,  s u g g e s t s  

H o d a p p  o f  R o b e r t s o n  S t e p h e n s ,  n o t ­

i n g  t h a t  it m i g h t  p i t  t h e m  a g a i n s t  t h e i r  

m a i n  r e f e r r a l  s o u r c e — m a n a g e d  c a r c  

p l a n s .  T h a t ,  h e  s a y s ,  " i s  a  v e r y  p r e c a r ­

i o u s  s t r a t e g y  u n l e s s  t h e  H M O s  in  t h e  

m a r k e t  a r e  w e a k . ”

T h e  c o n s u l t a n t s  a l s o  s e e  o t h e r  p i t ­

f a l l s  i n  t h e  P S O  m o d e l s .  C o n f l i c t s  in  

m a n a g e m e n t  v i s i o n  a n d  f i n a n c i a l  n e e d s  

a r e  a l r e a d y  s i n k i n g  P H O s .  “ T h e y ’ v e  

b e e n  a n  u n a b a s h e d  b o m b . ”  a s s e r t s  

H o d a p p .  l i e  t h i n k s  p h y s i c i a n  g r o u p s  

w i l l  e v e n t u a l l y  s p i n  o f f  o n  t h e i r  o w n .  

p r o v i d i n g  a n  o p p o r t u n i t y  f o r  p r a c t i c e  

m a n a g e m e n t  c o m p a n i e s  a n d  g i v i n g  t h e  

r e i n s  b a c k  t o  d o c t o r s .  U n f o r t u n a t e l y ,  

l i e ’ s  n o t  c o n v i n c e d  t h e  d o c t o r s  a r e  u p  t o  

t h e  t a s k ,  n o t i n g  l h a t  m a n y  s t i l l  d o n ’ t 

h a v e  m u c h  m a n a g e m e n t  e x p e r t i s e .

f l i c  r e v e r s e  p r o b l e m  i s  t h e  c l i n i c a l  

e x p e r t i s e  o l  e m p l o y e r s .  R e m o v i n g  I h e  

b r o k e r - m i d r i l c m a n  m a y  a l s o  t a k e  a w a y  

a  l a y e r  o f  i n s u l a t i o n  f r o m  e m p l o y e e  

l a w  s u i t s ,  s a y s  a t t o r n e y  K r a n e .  b e c a u s e  

t h e  c l o s e r  e m p l o y e r s  g e t  t o  d e l i v e r i n g  

c a r e ,  d i e  c l o s e r  t h e y  g e t  t o  b e i n g  h e l d  

a c c o u n t a b l e  f o r  m e d i c a l  d e c i s i o n s .  

( S e e  t h e  s i d e b a r  o n  p a g e  3 7 . )

C o m i n g  l u l l  c i r c l e .  B u s h  c o n c l u d e s  

th a t  t h e  " i n h e r e n t  c o n f l i c t  b e t w e e n  t h e  

g o o d  o f  t h e  p l a n  a n d  t h e  g o o d  o f  t h e  

p a t i e n t "  s e e n  i n  M C O s  i s  o n l y  h e i g h t ­

e n e d  in  a  P S O .  “ Is  t h e  p h y s i c i a n  a n  

a g e n t  o f  t h e  p a t i e n t  m  a  m a n a g e r  o f  

t h e  p l a n ? "  B u s h  a s k s .  “ C a n  h e  o r  s h e  

e f f e c t i v e l y  a c t  i n  b o t h  c a p a c i t i e s  a l  t h e  

s a m e  t i m e ? "
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P re c ip ita t in g  f a c t o r s  for 
p h a r m a c e u t ic a l firm s

he long-range lore- What's the prevailing weather
e a s t  f o r  m a n a g e d

c a r e  a n t i c i p a t e s  a  

s t a t i o n a r y '  c o l d  f r o n t  

w i t h  o c c a s i o n a l  b l u s t e r y  n e g o t i ­

a t i o n s  a n d  a  d i m i n i s h i n g  c h a n c e  

o f  d r u g  r e b a t e s .  T h e r e ' s  a  c h i l l  

i n  t h e  a i r .  a n d  d r u g  m a k e r s  a r c  

b u n d l i n g  u p .  ( “ I f  y o u  w a n t  t h e  

p r i c e  b r e a k  011 o n e  d r u g ,  y o u ' l l  

h a v e  t o  l i s t  o u r  w h o l e  b u n d l e  o f  

p r o d u c t s  o n  t h e  f o r m u l a r y . " )  

T h o s e  t h u n d e r c l a p s  y o u  h e a r  a r e  

t h e  s o u n d  o f  b l u f f s  b e i n g  c a l l e d .

( " G o  a h e a d .  K i c k  u s  o f f  t h e  f o r ­

m u l a r y . " )  P h a r m a c e u t i c a l  d e t a i l  

r e p s ,  l a i d  o f f  t w o  y e a r s  a g o .  a r e  b e i n g  

b r o u g h t  b a c k  i n  f r o m  t h e  c o l d .  T h e  

p h a r m a c e u t i c a l s  h a v e  t a k e n  c a r e f u l  

s t o c k  o f  t h e  m a n a g e d  c a r e  m a r k e t ­

p l a c e  a n d  a r e  p l a n n i n g  t o  e n g i n e e r  

s o n i c  c l i m a t e  c o n t r o l  o f  t h e i r  o w n .

" I n  t h e  b e g i n n i n g ,  t h e r e  w a s  t e a r . "  

e x p l a i n s  S t e v e n  S h u l m a n .  p r e s i d e n t  o f  

V a l u e  H e a l t h ' s  p h a r m a c y  a n d  d i s e a s e

for d rug  com pan ie s an d  
m anaged  care?  Conflicting 
patterns, b u t still a  ch an ce  

o f cooperation.

B y  R o b e r t  M c C a r th y

m a n a g e m e n t  g r o u p .  “ M a n a g e d  c a r e  

b l e w  i n t o  t o w n ,  a n d  t h e  p h a r m a c e u t i ­

c a l  c o m p a n i e s  l i n e d  u p  t o  p a y  w h a t e v ­

e r  r e b a t e s  it t o o k  t o  g e t  o n  e v e r y  f o r ­

m u l a r y .  N o w  t h e y ’ r e  e v a l u a t i n g  w h a t  

t h e y ’ v e  b e e n  g e t t i n g  f o r  t h e i r  m o n e y .  

I t ' s  a  n e w  s p i n  011 t h e  o l d  8 0 / 2 0  r u l e :  

2 0  p e r c e n t  o f  t h e  M C O s  | m a n a g e d  

c a r e  o r g a n i z a t i o n s |  a r e  p r o v i d i n g  r e a l

v a l u e ,  d e l i v e r i n g  v o l u m e  i n  

r e t u r n  f o r  d i s c o u n t e d  p r i c e s .  T h e  

o t h e r  8 0  p e r c e n t  a r c  g e t t i n g  a  

f r e e  r i d e .  S o  a l l  t h o s e  c o n t r a c t s  

a r c  b e i n g  r e d o n e ,  a n d  t h e  M C O s  

t h a t  a r e  a l l  n o i s e  a r e  b e i n g  t u r n e d  

o f f ,  r e b a t e - w i s e . "

“ B l u f f s  a r c  b e i n g  c a l l e d ,  a n d  

p r o d u c t s  a r e  b e i n g  k i c k e d  o f f  f o r ­

m u l a r i e s , "  a g r e e s  M i k e  M i e l e .  

p r e s i d e n t  o f  C a p i t a t e d  D i s e a s e  

M a n a g e m e n t  S e r v i c e s .  " T h e  c l a s ­

s i c  f e a r  w a s  t h a t  s a l e s  w o u l d  b e  

w i p e d  o u t .  W e l l ,  w e  c a n  n o w  f i n d  

o u t  w h a t  r e a l l y  h a p p e n s ,  a n d  it 

a i n ' t  t h a t  e x c i t i n g .  S u r e ,  f o r m u l a ­

r y  d i s p l a c e m e n t  m a y  i n i t i a l l y  c o s t  y o u  

f i v e  t o  1 0  m a r k e t - s h a r e  p o i n t s — a n d  

t h a t ' s  n o t h i n g  y o u  w a n t  t o  r e s i g n  y o u r ­

s e l f  t o — b u t  w h e n  y o u  c o m p a r e  l o s t  

r e v e n u e  t o  t h e  r e b a t e s  y o u  w e r e  g i v i n g  

a w a y ,  g u e s s  w h a t ?  S o m e  c o m p a n i e s  

a r e  d o i n g  b e t t e r  o f f  t h e  f o r m u l a r y  t h a n  

t h e y  e v e r  d i d  o n  i t .  Y o u r  s a l e s  a r e  

d o w n ,  b u t  y o u r  p r o f i t s  a r e  u p ! ”
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W h a l ' s  m o r e ,  p h a r m a c e u t i c a l  c o m ­

p a n i e s  n e e d n ’ t r e s i g n  t h e m s e l v e s  t o  

t h e  p e r m a n e n t  l o s s  o f  t h o s e  s h a r e  

p o i n t s :  D e t a i l  r e p s  a r e  a g a i n  g o i n g  

a f t e r  M C O - n c t w o r k  p h y s i c i a n s  a n d  

e v e n  m a k i n g  c a l l s  o n  t h e  e m p l o y e r s  

w h o  p u r c h a s e  h e a l t h  c a r e  c o v e r a g e .

“ T h e  i d e a  i s  f o r  t h e  d e t a i l  r e p s  t o  

c o n v i n c e  t h e  b e n e f i t s  m a n a g e r  | o f  t h e  

v a l u e  o f  d r u g  X | . “  s a y s  H e w i t t  A s s o ­

c i a t e s  c o n s u l t a n t  B e t h  B i r d ,  “ a n d  t h e n  

f o r  t h e  b e n e f i t s  m a n a g e r  t o  p r o d  t h e  

h e a l t h  p l a n  t o  i n c l u d e  t h e  d r u g  o n  t h e  

f o r m u l a r y . "  T h a t  s t r a t e g y  s t r i k e s  

i n d u s t r y  w a t c h e r  P a t r i c i a  W i l s o n ,  

p r e s i d e n t  o f  A s s o c i a t e s  &  W i l s o n ,  a s  

a  b a d  i d e a .  " F o r  o n e  t h i n g , ”  s h e  s a y s ,  

“ c o r p o r a t e  b e n e f i t s  m a n a g e r s  h a v e n ' t  

t h e  t i m e  l o  b e c o m e  s u r r o g a t e  d e t a i l  

r e p s .  F o r  a n o t h e r ,  w h y  s h o u l d  t h e y  d o  

t h e  d r u g  c o m p a n y ’ s  j o b ? "

T h e  w i s d o m  o f  p h a r m a c e u t i c a l  r e p s  

c a l l i n g  o n  e m p l o y e r s  i s n ’ t a l l  t h a t  

c l e a r  l o  b e n e f i t s  m a n a g e r s  e i t h e r .  “ I ’ v e  

h a d  s o m e  o f  t h e  d r u g  m a n u f a c t u r e r s  

c a l l i n g  o n  m e . "  s a y s  A l a n  P e r e s ,  m a n ­

a g e r .  h e a l t h  c a r e  p o l i c y ,  f o r  A m e r i t e c h  

in  C h i c a g o ,  “ b u t  n o t  w i t h  a n y  k i n d  o f  

r e g u l a r i t y .  A n d  q u i t e  o f t e n  t h e  m e s ­

s a g e  i s n ’ t e v e n  a b o u t  p a r t i c u l a r  d r u g s ,  

b u t  t o  t a l k  a b o u t  h o w  p h a r m a c e u t i c a l s  

c a n  b r i n g  d o w n  c o s t s  i n  o t h e r  a r e a s .  

W h i c h  i s  f i n e ,  e x c e p t  I ’ m  n o t  s u r e  

w h y  t h e y ’ r e  t e l l i n g  m e .  A s  I t e l l  t h e  

r e p s .  I d o n ’ t m a k e  d e c i s i o n s  a b o u t  f o r ­

m u l a r i e s  o r  a b o u t  w h i c h  d r u g s  

A m e r i t e c h  p e r s o n n e l  a r e  p r e s c r i b e d . ”

" W e ’ v e  b e e n  c o n t a c t e d  b y  a  f e w  

d r u g  m a n u f a c t u r e r s . "  s a y s  D a v i d  

K a s i a r / . .  P e p s i C o ' s  d i r e c t o r  o f  h e a l t h  

a n d  w e l f a r e  b e n e f i t s .  P u r c h a s e ,  N . Y .  

" A s  it t u r n e d  o u t .  w e  d i d n ' t  in\ i l e  a n y  

o f  t h e m  l o  c o m e  i n .  B a s i c a l l y ,  t h e y  

w e r e  t r y i n g  t o  p i t c h  s o m e  v e r y  s p e c i f ­

i c ,  n a r r o w l y  f o c u s e d  d i s c a s e - m a n a g e -  

m e n t  p r o g r a m s . "

K a s i a r / .  s e e s  n o t h i n g  i n a p p r o p r i a t e  

p e r  s c  a b o u t  p h a r m a c e u t i c a l  c o m p a ­

n i e s  d i r e c t l y  a p p r o a c h i n g  e m p l o y e r  

b e n e f i t  s p o n s o r s .  " B u t  t h e y  n e e d  t o  b e  

s h o w i n g  u s  s o m e t h i n g  t h a t  h a s  r e a l  

v a l u e ,  b o t h  f o r  u s  a n d  f o r  o u r  e m p l o y ­

e e s — . s o m e t h i n g  t h a t  w c  d o n ’ t a l r e a d y  

k n o w  a b o u t  a n d  a r e n ’ t a l r e a d y  d o i n g . "

h e  s a y s .  " A n d  I d o n ' t  m e a n  t h e s e  n a r ­

r o w l y  d e f i n e d  p r o g r a m s .  I n  o r d e r  t o  

m a k e  s u r e  P e p s i C o  i s  d e l i v e r i n g  m a x i -  

m u m - v a l u e  c a r e  t o  o u r  e m p l o y e e s ,  at 

m a x i m u m  e f f i c i e n c i e s ,  w e  n e e d  t o  b e  

s h o w n  t h e  b r o a d e r  p i c t u r e .

" Y o u  k n o w ,  w e ’ r e  n o t  c l i n i c i a n s ,  

a n d  w c  w o u l d n ’ t f e e l  c o m f o r t a b l e  

m a k i n g  d e c i s i o n s  a f f e c t i n g  e m p l o y e e  

h e a l t h  c a r e  i n  a  v a c u u m .  T h a t ’ s  w h y  

w e  w o r k  w i t h  i n s u r e r s  a n d  p h a r m a c y  

b e n e f i t  m a n a g e r s  ( P B M s ) .  I f  a  m a n u ­

f a c t u r e r  w a n t e d  t o  m a k e  a  p r e s e n t a t i o n  

t o  u s  c o n c e r n i n g  t h e  c l i n i c a l  s p e c i f i c s  

o f  a  p a r t i c u l a r  d r u g ,  w c  w o u l d  c e r t a i n ­

l y  w a n t  o u r  p a r t n e r s  | i n s u r a n c e  c a r r i ­

e r s  a n d  P B M s |  a l  s u c h  a  m e e t i n g .  A n d  

i f  t h e y  w a n t e d  t o  s h o w  u s  a n y t h i n g  

e l s e ,  w e ’ d  w a n t  t o  s e e  it e m b e d d e d  in  

t h e  l a r g e r  c o n t e x t  o f  p a t i e n t  c a r e .  A n d  

it w o u l d  h a v e  t o  b e  n e w  a n d  d i f f e r ­

e n t . ”

" M a n y  e m p l o y e r s ,  o f  c o u r s e ,  

h a v e n ' t  g o t t e n  b e y o n d  t h e  p a s s i v c -  

p a y e r  s t a g e . "  a c k n o w l e d g e s  B o b  

S t r a d e r ,  c u s t o m e r  d e v e l o p m e n t  m a n ­

a g e r .  P h a r m a c i a  &  U p j o h n ,  “ b u t  o t h ­

e r s .  l i k e  D i g i t a l  a n d  X e r o x ,  h a v e  

d e v e l o p e d  s t a n d a r d s ,  w h i c h  t h e y  

i n s i s t  t h e i r  h e a l t h  p l a n s  i m p l e m e n t .  

W e ’ r e  a l s o  w o r k i n g  c l o s e l y  w i t h  b u s i ­

n e s s  c o a l i t i o n s ,  s o m e  o f  w h i c h  h a v e  

g o t t e n  i n t o  d i r e c t  p u r c h a s i n g . "  T h e  

b o t t o m  l i n e ,  s a y s  S t r a d e r ,  i s  t h a t  

“ e m p l o y e r s  a r e  t h e  u l t i m a t e  p u r ­

c h a s e r s  o f  h e a l t h  c a r c . "

A d io s  to  e a s y  m o n e y
O n e  t h i n g  th a t  a l l  s i d e s  c a n  a g r e e  o n  i s  

t h e  i m m i n e n t  d e m i s e  o f  e a s y  r e b a t e s .  

" T h e r e  w a s  a  p r e s u m p t i o n  a m o n g  t h e  

m a n u f a c t u r e r s  th a t  i f  y o u  g o t  f o r m u l a ­

r y  p l a c e m e n t ,  v o l u m e  a n d  m a r k e t  

s h a r e  i n c r e a s e s  w o u l d  f o l l o w . "  s a y s  

M i l l  S t  r e i n ,  m a n a g e r  o f  p h a r m a c y  p r o ­

g r a m s  f o r  W e l l C a r c  H e a l t h  P l a n s  o f  

N e w  Y o r k  a n d  C o n n e c t i c u t .  " B u t  it 

w a s  m o r e  b l i n d  f a i t h  t h a n  p r o v e n  f a c t .  

N o w  y o u  h a v e  t o  s h o w  e m p i r i c a l  p r o o f  

t h a t  y o u  a r e  s h i f t i n g  s h a r e  b e f o r e  t h e  

m a n u f a c t u r e r s  g i v e  y o u  t h e  r e b a t e . "

" T h e r e ' s  v e r y  l i t t l e  r e b a t e  m o n e y  

o u t  t h e r e  j u s t  f o r  a  f o r m u l a r y  l i s t i n g , "  

a d d s  U t K  W o l k e ,  v i c e  p r e s i d e n t  o f

p h a r m a c y  s e r v i c e s .  G e i s i n g e r  H e a l t h  

P l a n ,  a n  i n t e g r a t e d  m a n a g e d - c a r c  

d e l i v e r y  s y s t e m  b a s e d  i n  D a n v i l l e ,  P a .  

" T h e  p h a r m a c e u t i c a l  h o u s e s  a r e  s e t ­

t i n g  m a r k c l - s h a r e  t a r g e t s .  I f  y o u  c a n  

r e a c h  a n d  m a i n t a i n  t h e m ,  y o u  g e t  t h e  

r e b a t e .  O t h e r w i s e ,  n o . "

P l a i n l y  p u t ,  M C O s  a r c  b e i n g  a s k e d  

l o  e a r n  t h e i r  d i s c o u n t s .  “ T h e  i m p e r a ­

t i v e  t o  m o v e  m a r k e t  s h a r e  w i l l  p u t  

s o m e  o n u s  o n  m a n a g e d  c a r e , ”  

e x p l a i n s  J o h n  H o p k i n s ,  p h a r m a c y  

s e r v i c e s  m a n a g e r  o f  R o c k y  M o u n t a i n  

H M O  i n  G r a n d  J u n c t i o n ,  C o l o .  

“ T h e r e  w i l l  h a v e  t o  b e  m o r e  e f f o r t  a t  

e d u c a t i n g  a n d  d i r e c t i n g  p h y s i c i a n s  t o  

s t a y  w i t h  t h e  f o r m u l a r y .  F o r m u l a r y  

c h o i c e s  w i l l  a l s o  h a v e  t o  b e  r e s t r i c t ­

e d .  I f  t h e r e  a r e  l o o  m a n y  o p t i o n s ,  

s h a r e  m o v e m e n t  f o r  s e l e c t e d  p r o d u c t s  

w i l l  b e  m i n i m a l . ”

T h u s ,  t h e  t r a d e - o f f  o f  r e b a t e s  f o r  

m a r k e t  s h a r e  w i l l  a l m o s t  c e r t a i n l y  

p r e c i p i t a t e  t h e  i m p l e m e n t a t i o n  o f  

t i g h t e r  f o r m u l a r i e s ,  f o r  w h i c h  t h e  

p h a r m a c e u t i c a l  i n d u s t r y  a s  a  w h o l e  

p r o f e s s e s  a  p h i l o s o p h i c a l  a b h o r ­

r e n c e .  I n  a d d i t i o n ,  m a n a g e d  c a r e ' s  

n e e d  t o  p o l i c e  f o r m u l a r y  a d h e r e n c e  

m a y  r e q u i r e  a  c r a c k d o w n  o n  o f f -  

l a b e l  p r e s c r i b i n g .

“ T h i n g s  l i k e  d i r e c t - l o - c o n s u m c r  

a d v e r t i s i n g  a n d  p r e s c r i b i n g  f o r  o f f -  

l a b e l  i n d i c a t i o n s  c a n  b e  s e r i o u s  I’o r -  

m u l a r y - b u s t e r s , "  s a y s  W e l l C a r c ' s  

S t r e i n .  " I f  y o u ' v e  b a s e d  y o u r  b u d g e t  

o n  c e r t a i n  e x p e c t a t i o n s  o f  u s a g e — a n d  

e s p e c i a l l y  i f  y o u ' v e  f i g u r e d  in  r e b a t e  

p a y m e n t s  f o r  i m p r o v i n g  t h e  s h a r e s  o f  

c e r t a i n  d r u g s  — t h e n  y o u  j u s t  c a n ' t  

p e r m i t  a n y t h i n g  t h a t  w o u l d  r o i l  p r e ­

s c r i b i n g  p a t t e r n s . "

O f  p h a rm a s  a n d  s ilo s
M o r e  t i g h t l y  c o n t r o l l e d  f o r m u l a r i e s ,  

a l o n g  w i t h  t h e  d r u g  i n d u s t r y ' s  a t t e m p t  

t o  c l a w  b a c k  r e b a t e s ,  m a y  m a k e  it 

t o u g h e r  t o  s e l l  t h i s  s e a s o n ' s  b i g  m e s ­

s a g e .  l o  w i t :  D o n ’ t “ c o m p o n e n t - m a n -  

a g e "  t h e  p h a r m a c y  b e n e f i t .  It m a y  

w e l l  b e  d i s i n g e n u o u s  o f  p h a r m a s  l o  

t e l l  M C O s  n o l  t o  z e r o  in  011 t h e  p r i c e  

o f  t h e  p i l l ,  t o  l o o k  i n s t e a d  a l  t h e  t o t a l  

c o s t  o f  c a r e ,  w h e n  t h e y  t h e m s e l v e s
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Somewhat Very Undecided
Unlikely Unlikely I

Somewhat
likely

Integrated
disease

management
programs

Riding herd on pharmacy benefits

Aggressive 
use oi 

formularies

E m ployer interest in R x-m anagem ent 
initiatives over the next 2 years

v .v .v i S K ; . ’- •
■ V  ? . •

2 9 % ; i 8 %  2 1 %
•-•••• - ‘ s'-. L - V - v  •. •

• : ' • 
1 1 % ,

• . . .
• • • j  ■

As prescription drug 
costs keep rising, 
employers are looking 
for more effective ways 
to manage pharmacy 
benefits. A national 
survey on pharmacy 
benefit management 
by William M. Mercer 
found that more than 
two-thirds of compa­
nies say they are likely 
to use foimularies 
aggressively. More 
than three-fourths 
expect to adopt a 
managed prescription 
plan, and about 77 per­
cent intend to consider 
an integrated disease 
management program.

S o u rce :  William M. Mercer .

Use managed 
Rx plan to 

reduce medical 
cost/measure 

outcomes

n=150 companies.

a r c  s o  p l a i n l y  l o c u s c d  o n  ( l i e  c o s t  o f  

r e b a t e s .  S t i l l ,  t h e r e ' s  p r o b a b l y  s o m e  

w i s d o m  i n  w h a t ' s  b e e n  c a l l e d  t h e  

“ s i l o  s t o r y . "

“ T h e r e  a r c  s t i l l  a  l o t  o f  M C O s  o u t  

t h e r e  t h a t  v i e w  t h e  p h a r m a c y  b e n e f i t  

a s  a  r e v e n u e  g e n e r a t o r , "  s a y s  B i r d .  

“ T h e  b e n e f i t  i s  m a n a g e d  a s  a  b o t t o m -  

l i n e  i t e m ,  s e p a r a t e l y  f r o m  o t h e r  b o t ­

t o m - l i n e  i t e m s  l i k e  p h y s i c i a n  v i s i t s  

a n d  l a b  t e s t s .  E a c h  b e n e f i t  o r  i n t e r ­

v e n t i o n  i s  i n  i t s  o w n  ‘ s i l o . '  M a n a g e r s  

‘ w i n ’ w h e n  t h e i r  s i l o s  h a v e  m o r e  r e v ­

e n u e s  t h a n  c o s t s .  O v e r l o o k e d  i n  t h i s  

m o d e l  i s  t h e  o v e r a l l  c o s t  o f  a n  e p i s o d e  

o f  c a r e  o r  t r e a t m e n t  o f  a  d i s e a s e  s t a t e .  

T h e  m e s s a g e  t h e  p h a r m a c e u t i c a l  

h o u s e s  h a v e  b e e n  t r y i n g  t o  g e l  o u t  i s  

t h a t  s h o r t c h a n g i n g  t h e  d r u g  b e n e f i t  

c a n  m a k e  c o s t s  e x p l o d e  i n  s o m e  o f  

t h o s e  o t h e r  s i l o s ,  l i k e  p h y s i c i a n  v i s i t s  

a n d  h o s p i t a l  s t a y s , "

B e t t e r ,  m o r e  a p p r o p r i a t e  u t i l i z a ­

t i o n  o f  p h a r m a c e u t i c a l s  m a y  i n d e e d  

r a m p  u p  t h e  d r u g  b u d g e t ,  b u t  p a t i e n t  

o u t c o m e s  a n d  s a t i s f a c t i o n  w i l l  

i m p r o v e  a n d  t h o s e  h i g h - c o s t  i n t e r ­

v e n t i o n s  ( e s p e c i a l l y  h o s p i t a l  s t a y s )  

w i l l  b e  f e w e r  a n d  s h o r t e r .  H e a l t h  

p l a n s  w i l l  t h u s  a c c r u e  s i g n i f i c a n t ,  

o v e r a l l  s a v i n g s .  T h a t ' s  b e e n  t h e  

p h a r m a c e u t i c a l  i n d u s t r y ' s  d r u m b e a t

t o  m a n a g e d  c a r c  f o r  s o m e  t i m e  n o w .

T h e r e  s e e m s  t o  b e  s o m e  e v i d e n c e  

t h a t  m a n a g e d  c a r e  i s  b e g i n n i n g  t o  g e t  

i t .  A c c o r d i n g  t o  P a t  P c s a n e l l o .  m a n ­

a g i n g  a s s o c i a t e  w i t h  C o o p e r s  &  

L y b r a n d ’ s  i n t e g r a t e d  H e a l t h  C a r e  

C o n s u l t i n g  d i v i s i o n ,  t h e r e ’ s  b e e n  a  

s i g n i f i c a n t  u p t i c k  i n  M C O  d r u g  u t i ­

l i z a t i o n .  “ T h a t  m i g h t  i n d i c a t e  a  

g r e a t e r  a w a r e n e s s  a m o n g  M C O s  t h a t  

y o u  c a n  s u p p l a n t  s o m e  o f  t h e  n e e d  

f o r  t h e  m o s t  c o s t l y  c a r e  b y  i n c r e a s i n g  

i m p l e m e n t a t i o n  o f  d r u g  t h e r a p i e s . "

B u t  m a n y  i n  t h e  p h a r m a c e u t i c a l  

i n d u s t r y  s u s p e c t  t h a t  t h e  a p p r o p r i a t e -  

u s e  m e s s a g e  h a s  b e e n  p o o r l y  u n d e r ­

s t o o d .  " I t ' s  l i k e  b e i n g  a  s c h o o l ­

t e a c h e r . "  s a y s  S t r a d e r  o f  P h a r m a c i a  &  

U p j o h n .  " Y o u  h a v e  t o  r e p e a t  t h e  l e s ­

s o n  s i x  t i m e s  a n d  h o p e  t h a t  e n o u g h  o f  

t h e  s t u d e n t s  h a v e  g r a s p e d  i t , "

" I n  m a n a g e d  c a r e ,  j u s t  i ts  in  e v e r y  

o t h e r  i n d u s t r y ,  y o u ’ v e  g o t  y o u r  l e a d ­

e r s .  w h o  a r e  t h e  e a r l y  a d o p t e r s , "  

e x p l a i n s  M a r i o  S y l v e s t r i ,  d i r e c t o r ,  

p r o f e s s i o n a l  e d u c a t i o n ,  d i s e a s e  m a n ­

a g e m e n t  a n d  m e d i c a l  i n f o r m a t i c s ,  

H o e c h s t  M a r i o n  R o u s s e l .  " T h e y  a r e  

a l r e a d y  l o o k i n g  a t  c a r e  i n  I h e  g l o b a l  

s e n s e .  E v e n  i f  t h e  p h a r m a c y  b u d g e t  

g o e s  u p .  t h e r e ’ s  n o  o u t c r y  b e c a u s e  I h e  

o v e r a l l  b u d g e t  i s  g o i n g  d o w n .  P a t i e n t s

g e t  b e t t e r  q u i c k e r .  T h e r e  a r e  f e w e r  

r e l a p s e s  a n d  l o w e r  u t i l i z a t i o n  o f  

e x p e n s i v e  p r o c e d u r e s . "

S y l v e s t r i  a d m i t s  t h a t  e a r l y  a d o p t e r s  

m u s t  b e  p a t i e n t  f o r  p a y b a c k ,  w h i c h  

m a y  t a k e  a s  l o n g  a s  t h r e e  t o  f i v e  

y e a r s .

" I t ' s  n o t  e n o u g h  t o  e x t r a p o l a t e  d a t a  

f r o m  o t h e r  s i t e s ,  s a y  f r o m  L o v e l a c e  

o r  U n i t e d  H e a l t h c a r e . "  e x p l a i n s  D e n ­

n i s  K e n e z .  m a n a g e d  c a r e  c u s t o m e r  

d e v e l o p m e n t  m a n a g e r .  P h a r m a c i a  & 
U p j o h n .  " M C O s  w a n t  t o  c o n f i r m  

t h o s e  r e s u l t s  in  t h e i r  o w n  o p e r a t i o n s .  

U n f o r t u n a t e l y ,  m a n y  M C O s  s i m p l y  

d o n ’ t h a v e  t h e  i n f o r m a t i o n  s y s t e m s  

n e c e s s a r y  t o  m e a s u r e  t h e  o u t c o m e s  o f  

p h a r m a c e u t i c a l - b a s e d  i n t e r v e n t i o n s .  

S o  t h e y  c a n ’ t g e n e r a t e ,  a s  y e t ,  t h e  o n l y  

k i n d  o f  p r o o f  t h e y  w o u l d  a c c e p t . "

B o b  B r o w n e ,  M D ,  a  c o n s u l t a n t  at  

E l i  I . i l l y  a n d  C o .  a n d  f o r m e r l y  p r e s i ­

d e n t  o f  e r s t w h i l e  L i l l y  s u b s i d i a r y  

I n t e g r a t e d  D i s e a s e  M a n a g e m e n t ,  h a s  

a n o t h e r  e x p l a n a t i o n  f o r  l e m m i n g  

b e h a v i o r .  " M a n a g e m e n t  b y  c o m p o ­

n e n t — I h e  p h a r m a c y  p i e c e ,  t h e  d o c  

p i e c e ,  t h e  h o s p i t a l  p i e c e ,  e t c . — g r e a t l y  

a p p e a l s  l o  f i n a n c i a l  m a n a g e r s , "  h e  

p o s i t s .  " W h e n  y o u  s h i f t  t o  a  s t r u c t u r e  

f a v o r i n g  o u t c o m e s  m a n a g e m e n t ,  l h a t  

c o m f o r t  l e v e l  i s  l o s t .  P l u s ,  t h e  r e w a r d s
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s y s t e m s  o f  m a n y  M C O s  f a v o r  t h o s e  

w h o  c o m p o n e n t  m a n a g e . "

M a n y  M C O  p h a r m a c y  d i r e c t o r s  

r e s e n t  t h e  i m p u t a t i o n  t h a t  t h e y  

h a v e n ' t  g o t t e n  t h e  “ m a n a g e  b y  o u t ­

c o m e s ,  n o t  c o m p o n e n t s "  m e s s a g e .  

T h e y ’ v e  h e a r d  it l o u d  a n d  c l e a r ,  a n d  

t h e y  e v e n  a g r e e  w i t h  i t — o r  w i t h  m o s t  

o f  i t.  Y e s .  d r u g s  a r c  t y p i c a l l y  c h e a p e r  

t h a n  d o c s .  B u t  l i f e s t y l e  c h a n g e s  a r e  

e v e n  c h e a p e r  t h a n  d r u g s .  P l u s ,  t o  

g r a n t  t h a t  d r u g s  d o  a  g r e a t  j o b  i s  n o t  

t o  a g r e e  t h a t  y o u  s h o u l d  a l w a y s  p r e ­

s c r i b e  t h e  n e w e s t  a n d  m o s t  e x p e n s i v e  

c h e m i c a l  e n t i t y .

“ L o o k i n g  p a s t  t h e  s e p a r a t e  c o m p o ­

n e n t s  i s  a  g o o d  s t r a t e g y . "  s a y s  H o p ­

k i n s ,  “ b u t  it s h o u l d n ' t  m e a n  g i v i n g  

d r u g  c o m p a n i e s  c a r t e  b l a n c h e .  Y e s ,  

s p e n d i n g  m o r e  m o n e y  o n  t h e  p h a r m a ­

c y  t h e r a p y  m a k e s  s e n s e  c o n c e p t u a l l y :  

b u t  y o u  s t i l l  h a v e  t o  s e l e c t  a m o n g  a 

n u m b e r  o f  m e d s .  T h a t ' s  a  w h o l e  o t h e r  

q u e s t i o n . "

T o  h e l p  a n s w e r  l h a l  q u e s t i o n .  

M C O s  t ir e  a s k i n g  t h e  p h a r m a  c o m p a ­

n i e s  f o r  q u a l i t y  o f  l i f e  d a t a  a n d  f o r  

c o m p a r a t o r  t r i a l s  th a t  m a t c h  d r u g  v e r ­

s u s  d r u g  i n  r e a l - w o r l d  c l i n i c a l  c o n d i ­

t i o n s .  D o e s  t h e r a p y  A  r e a l l y  o u t p e r ­

f o r m  t h e r a p y  B ?  A n d  i s  t h e  p e r f o r ­

m a n c e  d i f f e r e n c e  s i g n i f i c a n t  e n o u g h  

t o  w a r r a n t  t h e r a p y  A ’ s  h i g h e r  c o s t ?

" I f  t h e  m a n u f a c t u r e r s  w a n t  u s  t o  

l o o k  at t h e  t o t a l  c o s t  o f  tin  e p i s o d e  o f  

c a r c  o r  o f  t r e a t i n g  a  d i s e a s e  s t a t e , "  

s a y s  W o l k e ,  “ w h e r e  a r e  t h e  s t u d i e s  

t h a t  w o u l d  a l l o w  u s  t o  m e a s u r e  a n d  

c o m p a r e  m e t h o d s  o f  t r e a t i n g  o t i t i s  

m e d i a  o r  c a r i n g  f o r  a n  i n s u l i n - d e p e n ­

d e n t  d i a b e t i c ?  T h e y  a r e  f e w  a n d  f a r  

b e t w e e n ,  e v e n  t h o u g h  w e  k e e p  a s k i n g  

f o r  t h e m . "

B e e n  th e re , h ea rd  th a t
P h a r m a c e u t i c a l  c o m p a n i e s  a r e  f i n d i n g  

t h a t  M C O s  h a v e  b e c o m e  e q u a l l y  

d e m a n d i n g  o f  o t h e r  c o n c e p t s  t h a t  

e m e r g e d  i n  t h e  m a r k e t p l a c e  o f  t h e  

m i d - 1 9 9 0 s .

Disease inaniificnwiil. T w o  y e a r s  

a g o .  e v e r y  d r u g  m a k e r  h a d  t o  g e t  i n t o  

d i s e a s e  m a n a g e m e n t .  S o m e  o t  t h e  

p h a r m a s  w e r e  t a l k i n g  a b o u t  r e - e n g i ­

n e e r i n g  t h e m s e l v e s :  i n s t e a d  o f  m a k i n g  

m e d i c a t i o n s ,  ( h e y  w o u l d  b e c o m e

p r o v i d e r s  o f  t r e a t m e n t  s o l u t i o n s .  

" T h a t  w a s  v e r y  p o o r l y  r e c e i v e d  b y  

m a n a g e d  c a r e , "  s a y s  c o n s u l t a n t  M i e l e .  

“ M C O s  w e r e  b o t h  o f f e n d e d  a n d  

s o m e w h a t  t h r e a t e n e d  b y  d r u g  c o m p a ­

n i e s  s t e p p i n g  u p  t o  t h e  p l a t e  a n d  s a y ­

i n g .  ' W e  c a n  h e l p  y o u  m a n a g e  y o u r  

h a r d  p a t i e n t s . ’ "

T h e  n e w  p a r a d i g m  i s  t o  t r e a t  d i s ­

e a s e  m a n a g e m e n t  its a  v a l u c - a d d  t o  t h e  

s a l e .  " I t ' s  n o t  a n o t h e r  p r o d u c t ,  in  a d d i ­

t i o n  t o  t h e  d r u g . "  s a y s  M i e l e ,  “ a n d  i t ' s  

n o t  m e d d l i n g  w i t h  p a t i e n t s .  R a t h e r ,  

d i s e a s e  m a n a g e m e n t  i s  s o m e  p r e t t y  

c o g e n t  i n t e r v e n t i o n  m a t e r i a l  t h a t  d r u g  

m a k e r s  a d d  o n  t o  t h e  s a l e  o f  d i s e a s e -  

s p e c i f i c  p h a r m a c e u t i c a l s .  Y o u  m i g h t  

s a y  t h a t  d r u g  c o m p a n i e s  h a v e  b e c o m e  

‘ d i s e a s e  m a n a g e m e n t  e n a b l e r s . " ’  

Pharmacy benefit mainiyers. 
" P B M s  o f f e r  a  c o m m o d i t y  s e r v i c e -  

p r o c e s s i n g  p h a r m a c y  c l a i m s  — t h a t  

m a n y  o f  t h e i r  b i g  M C O  c u s t o m e r s  a r e  

t a k i n g  i n - h o u s e , ”  s a y s  W i l s o n .  " I n  

a d d i t i o n .  P B M s  h a v e  b e e n  l a r g e l y  

f u n d i n g  t h e i r  o p e r a t i o n s  o n  r e b a t e  

m o n e y :  b u t  r e b a t e s  a r e  g o i n g  a w a y .  

S o  w h a t  d o e s  t h a t  t e l l  y o u ? "

Very likely . 

• Somewhat likely: .
v

Somewhat unlikely 

Very unlikely 

Undecided ;

Up close, but not too personal
Pharmaceutical company representatives no longer can rely simply on good relationships with 
physcians. Beyond the budding partnerships they are forging with health plans and pharmacy 
benefits managers, som e drug companies are testing the waters for potential collaboration 
witi employers. A William M. Mercer survey found employers willing to cooperate but wary of 
direct contracting.

Employers interested in Employers interested in
collaborative partnership contracting directly

3%
S ource :  William M. Mercer .

n = 1 5 0  c o m p a n i e s .
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ft p e r h a p s  t e l l s  u s  w h y  b i g  P B M s  

l i k e  P C S  H e a l t h  S y s t e m s  a n d  M c d c o  

a r e  f r a n t i c a l l y  t r y i n g  t o  t r a n s f o r m  

t h e m s e l v e s  i n t o  d i s e a s e  m a n a g e m e n t  

v e n d o r s ,  h o p i n g  t o  a d d  e n o u g h  v a l u e  

l o  t h e i r  c l a i m s - p r o c c s s i n g  s e r v i c e  t o  

k e e p  c u s t o m e r s  s a t i s f i e d .

Pharmucuecnno,.tics. “ Y e s .  t h e  

M C O s  w a n t  o u t c o m e s  s t u d i e s  t h a t  

m e a s u r e  c o s t  a n d  q u a l i t y :  t h e y  w a n t  

q u a l i t y  o f  l i f e  s t u d i e s :  t h e y  e s p e c i a l l y  

w a n t  h e a d - t o - h e a d  c o m p a r i s o n  s t u d ­

i e s — d n t g  v e r s u s  d r u g , "  s a y s  J e a n - P a u l  

G a g n o n ,  d i r e c t o r  o f  h e a l t h  e c o n o m i c  

p o l i c y ,  H o e c h s t  M a r i o n  R o u s s e l ,  b u t  

l h a t  s e t s  u p  a  p u z z l e m e n t  o v e r  w h o  

w i l l  f u n d  a n d  p e r f o r m  s u c h  s t u d i e s .

G a g n o n  h y p o t h e s i z e s  a  s c e n a r i o  

w h e r e i n  h i s  c o m p a n y  s p o n s o r s  a n d  

c o n d u c t s  a  c o m p a r a t o r  s t u d y  i n v o l v ­

i n g  o n e  o f  i t s  d r u g s  a n d  a  r i v a l  t h e r a ­

p y .  " I f  t h e  r e s u l t s  a r e  p o s i t i v e  f o r  u s ,  

M C O s  w o u l d  s a y  t h e  s t u d y  w a s  

b i a s e d .  A n d  t h e y  w o u l d n ' t  b u y  I h e  

d r u g .  I f  t h e  r e s u l t s  w e r e  n e g a t i v e  f o r  

u s ,  a n d  w e  s t i l l  p u b l i s h e d ,  M C O s  

m i g h t  b e  i m p r e s s e d  b y  o u r  h o n e s t y .  

B u t  n o w  t h e y  w o u l d n ' t  b u y  t h e  d r u g  

b e c a u s e  it l o s t  t h e  t r i a l . "

S t i l l ,  G a g n o n ,  w h o  i s  t h e  c u r r e n t  

p r e s i d e n t  o f  t h e  A s s o c i a t i o n  f o r  P l t a r -  

m a c o e c o n o m i c s  O u t c o m e s  R e s e a r c h ,  

b e l i e v e s  s u c h  c o m p a r a t o r  t r i a l s  h a v e  

v a l u e .  H e  e x p e c t s  t h i r d  p a r t i e s  t o  

e m e r g e  t h a t  w i l l  p e r f o r m  u f f i c i e n t l y  

o b j e c t i v e  s t u d i e s ,  a n d  m a n a g e d  c a r e  

c a n  h a r d l y  w a i t .  I n  f a c t ,  a  r e c e n t  s u r ­

v e y  c o n d u c t e d  b y  t h e  F a l l o n  C l i n i c ,  

i n  W o r c e s t e r .  M a s s . .  f o u n d  t h a t  w h a t  

m a n a g e d  c a r e  p h a r m a c i s t s  w a n t  

f r o m  m a n u f a c t u r e r s  a r c  r e a l - l i f e  

a n s w e r s  t o  s u c h  q u e s t i o n s  a s :  T o  

w h a t  e x t e n t  d o e s  t h e  d r u g  t h e r a p y  

c u t  d o w n  o n  t h e  n e e d  f o r  l a b  t e s t s ?  

D o e s  i l r u g  A  g e t  p a t i e n t s  o u t  o f  t h e  

h o s p i t a l  f a s t e r  t h a n  d r u g  B ?  T h e  f i r s t  

p h a r m a c e u t i c a l  c o m p a n i e s  t o  t h e  

t a b l e  w i l h  r e l i a b l e  a n s w e r s  s h o u l d  

h a v e  n o  t r o u b l e  m a k i n g  f r i e n d s  a n d  

i n f l u e n c i n g  p u r c h a s e r s .

Robert McCarthy is a health care 
journalist based in West New 
York. N.J.

Compliance: Big problem, bigger opportunity
The Task Force for Compliance, a study group commissioned by 
the National Pharmaceutical Council and 20 brand-name drug 
manufacturers, estimated that 1993 costs of noncompliance 
topped $100 billion. In 1995, a University of Arizona study esti­
mated that costs associated with negative therapeutic outcomes 
resulting from poor compliance were between $30 billion and 
$137 billion.

"It's a huge problem," says Otto Wolke, vice president of phar­
macy services, Geisinger Health Plan, Danville, Pa. "Just among 
hypertensives, It’s estimated that 40 percent go off Iheir medica­
tion after one year or less."

"Compliance is the ethical high ground," says Steven Shulman, 
president of Value Health’s pharmacy and disease management 
group. "Sure, improving compliance would increase pharmaceuti­
cal revenues, but it would also make for better patient care and 
would help lower overall medical costs.

"This is where a drug manufacturer, a PBM, and an HMO might 
get together and invest some dollars,” he continues. “Potentially, 
these programs might increase the pharmacy budget. Fair 
enough. But compliant patients have better outcomes and utilize 
fewer expensive resources—like hospital emergency rooms."

Pharmaceutical manufacturers have long been cognizant of 
compliance problems and opportunities. But rarely have their 
responses extended beyond efforts at improving patient aware­
ness. Some PBMs have shown more initiative. Eagle Managed 
Care, the Rite Aid pharmacy chain’s PBM subsidiary, is attempting 
to address the compliance problem by means of a program called 
"Compli-Line," a compliance telecommunications center that tracks 
unfilled prescriptions and identifies patients due for refills.

"Compli-Line has 96 outcall workstations and 50 call-in worksta­
tions,” explains Dennis O'Brien, Eagle’s vice president of market­
ing. "Think of the latter as a customer-service help desk manned 
by pharmacists. A patient with . , .armacological question doesn’t 
even ftave to come into the store now.. .or wait until we call them, 
which is what the outcall stations g o . "

Pharma companies like Hoechst Marion Roussel also are 
applying technology to the compliance problem. Hoechst is work­
ing on a three-dimensional, CD-ROM version of a human heart 
that can be programmed and customized so that it simulates 
exactly an individual patient’s very own heart after, say, a myocar­
dial infarction. Then, as the patient recuperates and stays on 
medication, improvements in the stale of his heart, based on peri­
odic cardiographies, can be programmed into the CD-ROM 
model.

“When the patient can actually see his or her own heart, see the 
necrosis, and then see the benefits of therapy," says a Hoechst 
spokesperson, "it’s an enormous reinforcement of therapy compli­
ance."
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B r id g in g  t h e  c o n s u m e r  
in fo rm a t io n  g a p

o r  c o n s u m e r s ,  m a n a g e d  c a r c  

i s  a  l o n e l y  o p t i o n .  M o s t  a r e  

n o t  r e a l l y  s u r e  w h a t  it r e a l l y  

m e a n s  o r  h o w  it d i f f e r s  f r o m  

t r a d i t i o n a l  f e e - f o r - s e r v i e e  c a r e .  A s k e d  

t o  c h o o s e  a m o n g  p l a n s ,  t h e y  f i n d  th a t  

c o v e r a g e  i n f o r m a t i o n  i s  i n a c c e s s i b l e  

o r  o v e r l y  c o m p l i c a t e d  a n d  l h a t  t h e r e  is  

n o  s t a n d a r d  f o r m a t  o r  c o m m o n  l a n ­

g u a g e  t o  a l l o w  u s e f u l  c o m p a r i s o n s .

T h i s  d i s p a r i t y  i s  m a n a g e d  c a r e ' s  

" i n f o r m a t i o n  g a p . "  a  p r o b l e m  w i d e l y  

a c k n o w l e d g e d  in  t h e  h e a l t h  c a r e  c o m ­

m u n i t y .  S o m e  p r o t e s t  a l l  t h e  f u s s  a n d  

a r g u e  th a t  i n d e m n i t y  p l a n s  a r e  j u s t  a s  

g u i l t s  o f  l e a v i n g  c u s t o m e r s  i n  t h e  

d a r k .  H u t  it i s  t h e  s p e c i a l  n a t u r e  o f  

m a n a g e d  c a r e  l h a t  c r e a t e s  a  n e w  

u r g e n c y  f o r  c o n s u m e r s  l o  b e  b e t t e r  

i n f o r m e d  a b o u t  a  r a n g e  o f  f a c t o r s  l h a t  

c a n  a f f e c t  t h e  q u a l i t y  o f  t h e i r  c a r e —  

a n d  t h e i r  l i v e s .

In  m a n y  w a y  s .  1 9 %  m a r k e d  a  t u r n ­

i n g  p o i n t ,  a s  t h e  p r o p h e c y  o f  a  g r o w ­

i n g  c o n s u m e r  v o i c e  i n  h e a l t h  c a r e  p o l ­

i c y  l o o k  o n  s u b s t a n c e .  T h e  m e s s a g e  

t h a t  n u m e r o u s  a d v o c a c y  g r o u p s  h a v e  

d o g g e d l y  p r o m o t e d  i n  t h e  f a c e  o f  t h e  

m a n a g e d  c a r e  j u g g e r n a u t  w a s  r e i n ­

f o r c e d  I n  l o u g h  l e g i s l a t i v e  p r o p o s a l s  

m  s e v e r a l  s t a l e s ,  a  b a r r a g e  o f  n e g a t i v e  

m e d i a  c o v e r a g e  a n d  a  c l e a r e r  p a r t n e r ­

s h i p  o f  i n t e r e s t  b e t w e e n  p a t i e n t  

g r o u p s  a n d  Ini ; e  e m p l o y e r  c o a l i t i o n s .

F r e s h  s u p p o r t  c a n t s ,  f r o m  p h y s i ­

c i a n s  a s  w e l l .  A t  t h e  a n n u a l  m e e t i n g  

o f  t h e  A m e r i c a n  M e d i c a l  A s s o e i a t i c . i t  

l a s t  J u n e .  A M A  p i e s i d e n t  D a n i e l  I I .  

J o h n s o n .  M l ) ,  d i s c u s s e d  m y t h s  t h a t  

e x i s t  i n  c o n v e n t i o n a l  m e d i c a l  w i s ­

d o m .  h a m m e r i n g  a w a y  a t  t h e  o n e  th a t  

d i s t u r b s  h i m  t h e  m o s t :  " T h e  p a t r o n i z ­

i n g  v i e w  th a t  p a t i e n t s  a r e  t o o  s t u p i d  l o  

d e c i d e  f o r  t h e m s e l v e s  h a s  l e d  l o  a 

r e d u c t i o n  in  c h o i c e s  f o r  p a t i e n t s  a n d  a

p h y s i c i a n  r e l a t i o n s h i p .

" T h e r e  i s  a n  i m p o r t a n t  a r e a  w h e r e  

t h e  l a w ,  e t h i c s  a n d  t h e  p a t i c n t - p h y s i -  

c i a n  r e l a t i o n s h i p  c o m e  t o g e t h e r  t o  d i s ­

p e l  t h e  m y t h  a b o u t  p a t i e n t  w i s d o m , "  

J o h n s o n  c o n t i n u e d .  “ T h a t  a r e a  i s  t h e  

l e g a l  d o c t r i n e  o f  i n f o r m e d  c o n s e n t . "  

M e  s a i d  t h a t  t h e  A M A  w a n t s  t o  s e e  

p a t i e n t s  r e w a r d e d  f o r  u s i n g  t h e  h e a l t h  

c a r c  s y s t e m  i n  a  c o s t - e f f e c t i v e  w a y ,  

b u t  t h a t  t h i s  d e p e n d s  o n  " b e i n g  a b l e  t o  

g i v e  p a t i e n t s  b o t h  t h e  o p p o r t u n i t y  a n d  

t h e  r e s p o n s i b i l i t y  t o  m a k e  w i s e  d e c i ­

s i o n s  f o r  t h e m s e l v e s . "

A  g r e a t  d e a l  o f  r e s c a i e h  s u p p o r t s  

t h e  c o n t e n t i o n  l h a t  c o n s u m e r s  h a v e  

d i f f i c u l t y  g r a s p i n g  m o s t  o f  t h e  i n f o r ­

m a t i o n  c u r r e n t l y  a v a i l a b l e  t o  d e s c r i b e  

p l a n  s e r v i c e s  a n d  q u a l i t y  o f  c a r e — a  

p r o b l e m  t h a t  m a y  e x t e n d  t o  b e n e f i t s  

m a n a g e r s  a s  w e l l .  A  r e c e n t l y  p u b ­

l i s h e d  s u r v e y  o f  3 0 0  b e n e f i t s  m a n ­

a g e r s  c o n d u c t e d  b y  t h e  C i C I  C o n s u l t ­

i n g  G r o u p  r e p o r t e d  l h a t  4 0  p e r c e n t  

s a i d  t h e i r  b i g g e s t  c h a l l e n g e  i s  u n d e r ­

s t a n d i n g  w l t a l  t h e i r  p l a n s  o f f e r .

A  n a t i o n a l  s u r v e y  l o r  t h e  K a i s e r  

F a m i l y  F o u n d a t i o n  a n d  t h e  A g e n c y  

f o r  H e a l t h  C a r e  P o l i c y  a n d  R e s e a r c h  

( A I I C P R l  r e l e a s e d  h is t  O c t o b e r  m e a ­

s u r e d  t h e  r o l e  o f  q u a l i t y  i n f o r m a t i o n  

i n  h e a l t h  c a r e  d e c i s i o n  m a k i n g .  It 

f o u n d  t h a t  m o s t  p e o p l e  i d e n t i f i e d  

q u a l i t y  o f  c a r e  a s  t h e i r  b i g g e s t  c o n ­

c e r n .  b u t  o n l y  3 9  p e r c e n t  s a i d  t h e y  

h a v e  s e e n  q u a l i t y  c o m p a r i s o n s  i n  t h e  

p a s t  y e a r ,  a n d  a  m e r e  t h i r d  o f  t h o s e  

h a v e  a c t u a l l y  u s e d  t h e  i n f o r m a t i o n  in  

c h o o s i n g  a  p l a n .

S e v e n  o u t  o f  1 0  c o n s u m e r s  s a i d  

t h e y  w o u l d  r e l y  u p o n  t h e  r e c o m m e n ­

d a t i o n s  o f  f r i e n d s  a n d  f a m i l y .  F u r t h e r ­

m o r e .  w h e n  c h o o s i n g  a  d o c t o r ,  m o r e  

t h a n  e i g h t  o u t  o f  1 0  A m e r i c a n s  a r e  

m o r e  c o n c e r n e d  w i l h  h o w  w e l l  a  d o e -

h e t h e r  o r  n o t  t h e  d o c t o r  s h o w s  a  c a r ­

i n g  a t t i t u d e  t h a n  w h e t h e r  t h e  p h y s i ­

c i a n  i s  b o a r d  c e r t i f i e d  o r  r a t e d  h i g h l y  

b y  a n  i n d e p e n d e n t  o r g a n i z a t i o n .

“ T h e r e  i s  a  h u g e  i n f o r m a t i o n  g a p  

b e t w e e n  w h a t  c o n s u m e r s  k n o w  a n d  

w h a t  t h e y  s h o u l d  k n o w  a b o u t  m a n a g e d  

c a r e ,  i n c l u d i n g  a l l  o f  t h e  t h i n g s  a b o u t  

m a n a g e d  c a r e  t h a t  a r c  g o o d  a n d  t h a t  

r e p r e s e n t  v a l u a b l e  i m p r o v e m e n t s  l o  t h e  

w a y  c a r e  i s  d e l i v e r e d , "  s a y s  S h o s h a n a  

S o f a e r ,  a s s o c i a t e  p r o f e s s o r  a t  G e o r g e  

W a s h i n g t o n  U n i v e r s i t y  H e a l t h  C e n t e r  

in  W a s h i n g t o n ,  D . C .  S o f a e r  c o - c h a i r s  

t h e  A H C P R  C o n s u m e r  A s s e s s m e n t  o f  

H e a l t h  P l a n s  s t u d y  a n d  h a s  b e e n  w o r k ­

i n g  w i t h  a  n u m b e r  o f  o r g a n i z a t i o n s  t o  

" d e v e l o p  t h e  n e x t  g e n e r a t i o n  o f  c o n ­

s u m e r  d e c i s i o n - m a k i n g  i n f o r m a t i o n .

" W h a t  i s  a b s o l u t e l y  c l e a r  i s  t h a t  

c o n s u m e r s  n e e d  a  f i r s t - r a t e ,  o b j e c t i v e  

s o u r c e  f o r  i n f o r m a t i o n . "  s h e  s a y s .  

" M o s t  o f  t h e  m e d i a  i n f o r m a t i o n  a b o u t  

p l a n s  i s  n e g a t i v e ,  a n d  t h e  m a r k e t i n g  

m a t e r i a l  p r o d u c e d  b y  t h e  p l a n s  i s n ' t  

c r e d i b l e .  W e ' r e  w o r k i n g  t o  d e v e l o p  

m e t h o d s  t o  m e a s u r e  a n d  m a k e  r e l e v a n t  

c o n s u m e r  i n f o r m a t i o n  o n  a l l  f o r m s  o f  

h e a l t h  i n s u r a n c e ,  a n d  w e ’ r e  d o i n g  it 

f r o m  t h e  c o n s u m e r s '  p e r s p e c t i v e . "

W h i l e  it i s  r e a d i l y  a p p a r e n t  t h a t  a  

m a j o r i t y  o f  p e o p l e  h a v e  g r e a t  d i f f i c u l ­

t y  m a k i n g  i n f o r m e d  h e a l t h  c a r e  c h o i c ­

e s .  t w o  c o m p l e x  q u e s t i o n s  r e m a i n  

u n a n s w e r e d .  W h a t  i n f o r m a t i o n  d o  

p a t i e n t s  r e a l l y  n e e d  l o  b e  e m p o w e r e d  

c o n s u m e r s ?  A n d  h o w  c a n  t h a t  i n f o r ­

m a t i o n  b e  m o l d e d  t o  m e e t  t h e  v a s t l y  

d i v e r s e  c o m p r e h e n s i o n  a n d  i n t e r e s t  

l e v e l s  o f  t h e  p o p u l a t i o n ?

W h y  m a n a g e d  c a r e  
is d if fe re n t
T o  a n s w e r  t h e  f i r s t ,  c o n s i d e r  h o w  

m a n a g e d  c a r e  h a s  f u n d a m e n t a l l y  

c h a n g e d  t h e  r e l a t i o n s h i p  b e t w e e n  d o c ­m a r k e d  d i s r u p t i o n  o l  t h e  p a t i e n t  l o r  c o m m u n i c a t e s  w i t h  p a t i e n t s  a n d
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Patients haven't been  
getting  the whole 
sto ry  abou t trea tm en t 
options an d  how  
doc to rs are paid. Now  
th e re ’s  a m ovem en t 
to loosen the g a g s  
an d  fill in the gaps.

t o m i e s  o f f e n d e d  p u b l i c  s e n s i b i l i t i e s ,  a s  

d i d  " g a g  c l a u s e s "  in  p r o v i d e r  c o i u r a c ' s  

t h a t  p r o h i b i t  d o e s  f r o m  b a d - m o u t h i n g  

t h e  p l a n  o r ,  i n  s o m e  e a s e s ,  e v e n  t e l l i n g  

p a t i e n t s  a b o u t  t r e a t m e n t  o p t i o n s  t h a t  

a r e  r o t  o f f e r e d  in  t h e  p l a n .  L e g i s l a t o r s  

r e a c t e d  b y  c r a f t i n g  c o n s u m e r  p r o t e c ­

t i o n  m a n d a t e s .  S t a t e  i n s u r a n c e  c o m ­

m i s s i o n e r s  t u r n e d  t h e i r  a t t e n t i o n  t o  

r e v i s i n g  t h e  g e n e r a l l y  s p a r t a n  m a n ­

a g e d  c a r e  r e g u l a t i o n s  t o  g u a r a n t e e  

c o n s u m e r  a c c e s s  t o  i n f o r m a t i o n .

T h e  g a g  c l a u s e  i s  t h e  i s s u e  o v e r  

w h i c h  t h e  h e a l t h  c a r e  c o n s u m e r  p r o ­

t e c t i o n  m o v e m e n t  h a s  h a d  i t s  m o s t  

s i g n i f i c a n t  v i c t o r y .  M e r e  t h e  i n t e r e s t s  

o f  p h y s i c i a n s  a n d  p a t i e n t s  h a v e  c l e a r ­

l y  c o n v e r g e d ,  a n d  M C O s  h a v e  h a d  

g r e a t  d i f f i c u l t y  d e f e n d i n g  s u c h  c l a u s ­

e s  w i t h  c o n v i c t i o n .  A  n u m b e r  o f  p l a n s  

d r o p p e d  t h e m  c o m p l e t e l y .

In  e a r l y  10 0 6 .  R e p .  G r e g  G a n s k e .  

M D  ( R - l o w a ) ,  i n t r o d u c e d  t h e  " P a t i e n t  

R i g h t  t o  K n o w  A c t . ”  w h i c h  w o u l d  

p r o h i b i t  p l a n s  f r o m  r e s t r i c t i n g  o r  

i n t e r f e r i n g  i n  a n y  " m e d i c a l  c o m m u n i ­

c a t i o n "  b e t w e e n  p a t i e n t s  a n d  

p r o v i d e r s .  T h e  b i l l ' s  d e f i n i t i o n  o f  

m e d i c a l  c o m m u n i c a t i o n  c o v e r s  a  

n u m b e r  o f  p o l i c i e s  a n d  p r a c t i c e s  l h a t  

h a v e  c o n c e r n e d  c o n s u m e r  a d v o c a t e s .  

T h e s e  i n c l u d e  f i n a n c i a l  i n c e n t i v e s  a n d  

d i s i n c e n t i v e s  l i n k e d  t o  s e r v i c e  u l i l i / a -

t o r  a n d  p a t i e n t .  U n d e r  t h e  m u c h  

m a l i g n e d  f e c - f o r - s e r v i c e  s y s t e m ,  

p a t i e n t s  s e l e c t e d  t h e i r  o w n  d o c t o r s .  I f  

t h e  c h e m i s t r y  w a s n ’ t r i g h t ,  t h e y  c o u l d  

s i m p l y  m o v e  t h e i r  b u s i n e s s  t o  a n o t h e r  

p r a c t i t i o n e r .  T h e  p a t i e n t  w a s  t h e  c u s ­

t o m e r ,  e v e n  t h o u g h  p a y m e n t  m o s t  

o f t e n  c a m e  f r o m  i n s u r a n c e  c o m p a ­

n i e s .  T h e r e  w a s  a n  i n h e r e n t  u n d e r ­

s t a n d i n g  t h a t  m o s t  d o c t o r s  w o u l d  e r r  

o n  t h e  s i d e  o f  c a u t i o n  in  d i a g n o s i s  a n d  

t r e a t m e n t ,  a n d  t h e  r e i m b u r s e m e n t  

s t r u c t u r e  m a d e  it i n  t h e  d o c t o r ’ s  f i n a n ­

c i a l  i n t e r e s t  t o  d o  p r e c i s e l y  t h a t .

T h e  i n c e n t i v e s  o f  t h a t  s y s t e m  a r c  

n o w  d e s c r i b e d  a s  " p e r v e r s e , "  b u t  t h e  

m a n a g e d  c a r e  a l t e r n a t i v e  b u r d e n s  

d o c t o r s  w i t h  d i v i d e d  l o y a l t i e s .  T e c h ­

n i c a l l y .  t h e  p a t i e n t  i s  n o  l o n g e r  t h e  

c u s t o m e r ,  a n d  t h e  d o e s  n o w  w o r k  f o r  

t h e  m a n a g e d  c a r e  o r g a n i z a t i o n s  

( M C O s ) .  T h e y  g e t  t h e i r  p a t i e n t s  

t h r o u g h  t h e  M C O .  T h e y  a r e  c o m p e n ­

s a t e d  b y  t h e  M C O .  T h e i r  d e c i s i o n s  

a r e  r e v i e w e d  a n d  a p p r o v e d  b y  t h e  

M C O .  T h e i r  p r o d u c t i v i t y  i s  d i c t a t e d  

b y  t h e  M C O .  A n d  t e r m i n a t i o n  b y  t h e  

M C O  m e a n s  t h e  l o s s  o f  t h e i r  p a t i e n t  

b a s e — t h e i r  l i v e l i h o o d .

T o  p a r t i c i p a t e  i n  a  m a n a g e d  c a r e  

s y s t e m — a s  a p p r o x i m a t e l y  7 5  p e r c e n t  

o f  t h e  n a t i o n ' s  p h y s i c i a n s  n o w  d o —  

t h e y  m u s t  s u b j e c t  t h e m s e l v e s  t o  a

r a n g e  o f  f i n a n c i a l  a n d  o p e r a t i o n a l  

p o l i c i e s  a n d  i n c e n t i v e s  t h a t  m a n y  s u g ­

g e s t  c a n  r o u t i n e l y  c r e a t e  e t h i c a l  

d i l e m m a s .  W h i l e  t h e  d o c t o r  i s  s t i l l  

p r i m a r i l y  ( a n d  l e g a l l y )  r e s p o n s i b l e  f o r  

d e c i d i n g  w h a t  i s  i n  t h e  p a t i e n t ' s  b e s t  

i n t e r e s t ,  t h e  p e n d u l u m  h a s  s w u n g  f a r  

f r o m  t h e  " e x c e s s e s "  o f  f e e  f o r  s e r v i c e .

T h e  s y s t e m  i s  d e s i g n e d  t o  c o n s t r i c t  

t h e  d o c t o r ' s  a b i l i t y  o r  w i l l i n g n e s s  t o  

e r r  o n  t h e  s i d e  o f  c a u t i o n  w h e n  t h a t  

m e a n s  s p e n d i n g  m o r e .  T h e  e c o n o m i c  

r a t i o n a l e  i s  u n d e r s t a n d a b l e ,  b u t  t h e  

s y s t e m  c l e a r l y  d e m a n d s  g r e a t e r  a n d  

m o r e  i n f o r m e d  p a r t i c i p a t i o n  t h a n  

p a t i e n t s  h a v e  t r a d i t i o n a l l y  p r o v i d e d .  

A n d .  i n s t e a d  o f  h e l p i n g  p a t i e n t s  

t h r o u g h  b r o a d e n e d  e d u c a t i o n  o r  c o m -  

m u n i c a ' i o n  e f f o r t s ,  m u c h  o f  t h e  i n d u s ­

t r y  h a s  c h o s e n  t o  r e m a i n  c l o s e m o u t h e d  

a b o u t  p o l i c i e s  a n d  t o  d i s c o u r a g e  o r  

p r o h i b i t  d o c t o r s  f r o m  d i s c u s s i n g  t h e  

c o n s t r a i n t s  t h e y  a r c  u n d e r .

Leg is la tio n  a n d  regu la tion  
b y  th e  b u ck e tfu l
T h e  r e s u l t s  c o u l d  h a v e  b e e n  p r e d i c t e d .  

M e d i a  c o v e r a g e  o f  i n f l a m m a t o r y  

a n e c d o t e s  r a i s e d  p u b l i c  a w a r e n e s s  o f  

o b j e c t i o n a b l e  p o l i c i e s  a n d  r e s t r i c t i o n s  

t h a t  h a d  n o l  b e e n  a p p a r e n t  in  p r o m o ­

t i o n a l  m a t e r i a l .  O n e - d a y  m a t e r n i t y  

s t a y s  a n d  " d r i v e  t h r o u g h "  m a s t c c -

B y  J o h n  B u rk e
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l i o n ,  t h e  p r o c e s s e s  a n d  c r i t e r i a  u s e d  t o  

a u t h o r i z e  o r  d e n y  s e r v i c e s ,  a l t e r n a t i v e  

t e s t s ,  c o n s u l t a t i o n s  a n d  t r e a t m e n t  

o p t i o n s  a s  w e l l  a s  q u a l i t y  a n d  o u t ­

c o m e s  d a t a .

H e a r i n g s  o n  t h e  b i l l  p r o d u c e d  d r a ­

m a t i c  t e s t i m o n y  f r o m  p h y s i c i a n s  a n d  

p a t i e n t s  c o n c e r n i n g  t h e  h a r m f u l  

e f f e c t s  o f  g a g  c l a u s e s  u p o n  p a t i e n t -  

p h y s i c i a n  c o m m u n i c a t i o n  a n d ,  u l t i ­

m a t e l y ,  u p o n  t h e  q u a l i t y  o f  c a r e  p r o ­

v i d e d  b y  p l a n s  t h a t  u s e  t h e  t a c t i c .

T h e  b i l l  a t t r a c t e d  o v e r  1 0 0  c o - s p o n ­

s o r s  a n d  p a s s e d  in  t h e  H o u s e  o f  R e p r e ­

s e n t a t i v e s ,  b u t  b o g g e d  d o w n  in  t h e  S e n ­

a t e  a s  t h e  e l e c t i o n  a p p r o a c h e d .  G a n s k c ' s  

s t a f f  p r e d i c t s  it w i l l  s u c c e e d  w h e n  r e i n ­

t r o d u c e d  t h i s  y e a r ,  a n d  P r e s i d e n t  C l i n t o n  

is  o n  r e c o r d  c a l l i n g  f o r  e n a c t m e n t  o f  a n t i ­

g a g  c l a u s e  l e g i s l a t i o n .

E c h o e s  o f  t h e s e  l e g i s l a t i v e  t h r u s t s  

r e v e r b e r a t e d  l a t e  la s t  y e a r  a s  a  d i r e c t i v e  

b y  t h e  U . S .  D e p a r t m e n t  o f  H e a l t h  a n d  

H u m a n  S e r v i c e s  S e c r e t a r y  D o n n a  S h a -  

l a l a  r e q u i r e d  a l l  p l a n s  s e r v i n g  M e d i c a r e  

p a t i e n t s  t o  e l i m i n a t e  g a g  c l a u s e s .  In  a  

l e t t e r  t o  3 0 0  p l a n s  c o n t r a c t i n g  w i t h  

M e d i c a r e ,  S h a l a l a  s a i d  t h a t  " c o n t r a c t  

c l a u s e s  l i m i t i n g  w h a t  p h y s i c i a n s  m a y  

t e l l  M e d i c a r e  b e n e f i c i a r i e s  v i o l a t e  f e d ­

e r a l  l a w . ”  B r u c e  C .  V l a d e c k ,  a d m i n i s ­

t r a t o r  o f  t h e  H e a l t h  C a r e  F m a n c i n g  

A d m i n i s t r a t i o n ,  s a i d  t h a t  H C F A  i s  

w o r k i n g  o n  a  s i m i l a r  p o l i c y  c l a r i f i c a ­

t i o n  f o r  s t a t e  M e d i c a i d  p r o g r a m s .

S h a l a l a ’ s  a c t i o n  w a s  t h e  f i r s t  d o s e  

o f  w h a t  w i l l  l i k e l y  b e  t h e  b i g g e s t  

b o o s t  t o  c o n s u m e r  p r o t e c t i o n :  t h e

g r o w t h  o f  M e d i c a r e  m a n a g e d  c a r e .  

T h e  i n d u s t r y  h a s  d i s m i s s e d  h i g h l y  

p u b l i c i z e d  t a l e s  o f  i n d i v i d u a l  w o e  a s  

m e r e l y  a n e c d o t a l  a n d  n o t  r e f l e c t i v e  o f  

t h e  o v e r w h e l m i n g l y  f i n e  j o b  t h a t  

m a n a g e d  c a r e  i s  d o i n g .  W h e n  n e w s  

r e p o r t e r s  a n d  c o n s u m e r  a d v o c a t e s  

s e e k  i n f o r m a t i o n  a b o u t  c o m p l a i n t s ,  

c o v e r a g e  d e n i a l s ,  c o m p a r a t i v e  o u t ­

c o m e s  d a t a  o r  o t h e r  i n f o r m a t i o n  t h a t  

m i g h t  p r o v i d e  v e r i f i c a t i o n ,  t h e  m a t e r i ­

a l  i s n ’ t a v a i l a b l e .  M a n y  s t a t e  i n s u r ­

a n c e  d e p a r t m e n t s  d o  n o t  s h a r e  c o m ­

p l a i n t  d a t a ,  c l a i m i n g  t h a t  d i s c l o s u r e  

w o u l d  v i o l a t e  c o n f i d e n t i a l i t y .

B u t  w i t h  M e d i c a r e  e n t e r i n g  t h e  

m a n a g e d  c a r e  a r e n a ,  t h e r e  w i l l  b e  a n  

i n f r a s t r u c t u r e  a l r e a d y  i n  p l a c e  t o  

a d d r e s s  c o m p l a i n t s  a n d  i m p r o v e  

p a t i e n t s '  u n d e r s t a n d i n g  o f  t h e i r  r i g h t s  

a n d  r e s p o n s i b i l i t i e s  w i t h i n  t h a t  s y s ­

t e m .  M o s t  o b s e r v e r s  p r e d i c t  t h a t  p r o ­

t e c t i o n s  m a n d a t e d  f o r  M e d i c a r e  

p a t i e n t s  a r e  l i k e l y  l o  b e  a d o p t e d  f o r  

o t h e r  p l a n  m e m b e r s  a s  w e l l .

G o v e r n m e n t  a g e n c i e s  t i r e  a l s o  l a p ­

p i n g !  t h e  p o w e r  o f  i n f o r m a t i o n  s y s ­

t e m s  t o  m o n i t o r  p a t i e n t  e x p e r i e n c e  in  

m a n a g e d  c a r e .  S o m e  a r e  a c c u m u l a t ­

i n g  d a t a  o n  c o m p l a i n t s  a n d  a p p e a l s  in  

o r d e r  t o  i d e n t i f y  p r a c t i c e s  a n d  p o l i c i e s  

t h a t  g e n e r a t e  c o n f l i c t  a n d  m e m b e r  

c o n f u s i o n .  O t h e r s  a r e  t r y i n g  l o  s t a n ­

d a r d i z e  a n d  s i m p l i f y  p l a n  i n f o r m a t i o n  

t o  p e r m i t  e a s i e r  s e l e c t i o n  a n d  b e l t e r  

i n f o r m e d  c h o i c e s  o n c e  i n s i d e .

F o 1 i . a c c o r d i n g  t o  S p e n c e r

S h i m ,  , i . c t  m a n a g e r  i n  I I C F A ' s

O f f i c e  o l  M a n a g e d  C a r e  B e n e f i c i a r y  

A c c e s s  a n d  E d u c a t i o n ,  w o r k  i s  w e l l  

u n d e r  w a y  o n  a  c o m p a r a b i l i t y  d a t a ­

b a s e  t h a t  w o u l d  p e r m i t  M e d i c a r e  b e n ­

e f i c i a r i e s  t o  i d e n t i f y  p l a n s  b e s t  s u i t e d  

t o  t h e i r  i n d i v i d u a l  n e e d s .

S l i r o n c  e x p e c t s  t o  h a v e  a  p r o t o t y p e  

i n t e r a c t i v e  d i s k  b y  t h i s  s u m m e r  a n d  

b e n e f i c i a r y  s a t i s f a c t i o n  d a t a  b y  t h e  

e n d  o f  t h e  y e a r ,  l i e  e s t i m a t e s  t h a t  

q u a l i t y  d a t a  w i l l  b e  a v a i l a b l e  b y  e a r l y  

I W K .  c o m i n g  f r o m  a  M e d i c a r e  a n d  

M e d i c a i d  b e n e f i c i a r y  s a t i s f a c t i o n  s u r ­

v e y  l o  b e  c o n d u c t e d  t h i s  s p r i n g .  T o  

a d d r e s s  t h e  l a c k  o f  u n i f o r m i t y  o f  p l a n  

m a r k e t i n g  m a t e r i a l s ,  t h e  a g e n c y  h a s

What health care customers want
Consumer and employer demands for greater choice have 
prompted managed care organizations to offer more diverse 
coverage options. From 1990 to 1994, the number o f HMOs 
offering point-of-service plans more than tripled, and those 
offering preferred provider organizations, indemnity and self- 
insured options more than doubled. What remains to be seen  
is how these m oves will affect employer premiums.

Point ol Service PPO Indemnity Self-Insured

Sou rce :  American Assoc iat ion  o f  Health P lans  and  Ernst & Young.
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d r a f t e d  g u i d e l i n e s  o n  m a r k e t i n g  a n d  i s  

w o r k i n g  w i t h  b o t h  i n d u s t r y  a n d  b e n e ­

f i c i a r y  a d v o c a c y  g r o u p s  t o  s i m p l i f y  

a n d  s t a n d a r d i z e  t h e  m a t e r i a l .

H C F A  a n d  t h e  A d m i n i s t r a t i o n  o n  

A g i n g  s h a r e  f u n d i n g  f o r  i n f o r m a t i o n ,  

c o u n s e l i n g  n n d  a d v o c a c y  p r o g r a m s  at  

t h e  s t a t e  l e v e l .  T h e  p r o g r a m s  u n d e r ­

w r i t e  c o u n s e l o r s  t o  h e l p  b e n e f i c i a r i e s  

m a k e  d e c i s i o n s  a b o u t  h e a l t h  i n s u r ­

a n c e .  E f f o r t s  a r e  a l s o  i n  m o t i o n  t o  

m a k e  t h e  p r o g r a m s  m o r e  r e l e v a n t  t o  

t h e  g r o w i n g  m a n a g e d  c a r e  p o p u l a t i o n .  

B e c a u s e  t h e y  i n v o l v e  d i r e c t  c o m m u n i ­

c a t i o n  a n d  p e r s o n a l  a d v o c a c y ,  t h e  p r o ­

g r a m s  h a v e  b e e n  d e s c r i b e d  a s  e f f e c ­

t i v e  p a t i e n t  e m p o w e r m e n t  e f f o r t s .

P r iv a te -s e c to r  c a ta ly s ts
I n  t h e  p r i v a t e  s e c t o r ,  t h e  A m e r i c a n  

A s s o c i a t i o n  o f  H e a l t h  P l a n s  ( A A I I P ) .  

t h e  M C O  i n d u s t r y  t r a d e  a s s o c i a t i o n ,  

a n n o u n c e d  in  D e c e m b e r  a n  i n d u s t r y ­

w i d e  i n i t i a t i v e  e m b r a c i n g  m a n y  o f  t h e  

p r o v i s i o n s  c o n t a i n e d  in  t h e  G a n s k e  b i l l .

C a l l e d  “ P u t i c i u a  F i r s t . "  t h e  p r o g r a m  

i s  d e s i g n e d  t o  e n s u r e  t h a t  c o n s u m e r s  

in  A A I I P  m e m b e r  p l a n s  a r e  p r o v i d e d  

c l e a r  i n f o r m a t i o n  o n  a  n u m b e r  o f  

i m p o r t a n t  s u b j e c t s  t h a t  p r e v i o u s l y  

w e r e  c l o s e l y  h e l d  b y  t h e  p l a n s .  

A c c o r d i n g  t o  A A I I P  p r e s i d e n t  K a r e n  

I g n a g n i ,  p a t i e n t s  w i l l  n o w  b e  a b l e  t o  

r e q u e s t  i n f o r m a t i o n  o n  p h y s i c i a n  

c o m p e n s a t i o n ,  u t i l i z a t i o n  r e v i e w  p r o ­

c e d u r e s  a n d  a p p r o v a l  c r i t e r i a ,  d r u g s  

a v a i l a b l e  o n  p l a n  f o r m u l a r i e s  a n d  c r i ­

t e r i a  u s e d  t o  d e t e r m i n e  w h e n  t r e a t ­

m e n t s  o r  p r o c e d u r e s  a r e  e x p e r i m e n t a l .

D i a n e  A r c h e r ,  e x e c u t i v e  d i r e c t o r  o f  

t h e  M e d i c a r e  R i g h t s  C e n t e r  i n  N e w  

Y o r k  C i t y ,  i s  a n  o u t s p o k e n  a d v o c a t e  

f o r  p a t i e n t  e m p o w e r m e n t .  S h e  i s  a  

c o n s u m e r  a d v i s e r  t o  t h e  N a t i o n a l  

A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s ­

s i o n e r s  a n d  r e g u l a r l y  t e s t i f i e s  b e f o r e  

C o n g r e s s  o n  p a t i e n t s '  r i g h t s  a n d  t h e  

i n f o r m a t i o n  g a p .  U n d e r  c o n t r a c t  w i t h  

t h e  N e w  Y o r k  S t a l e  O f f i c e  f o r  t h e  

A g i n g  a n d  H C F A .  h e r  o r g a n i z a t i o n  

o p e r a t e s  a  t e l e p h o n e  h o t  l i n e  o f f e r i n g  

d i r e c t  a s s i s t a n c e  t o  m o r e  t h a n  6 . 0 0 0  

p e o p l e  a n n u a l l y .  A t  p r e s e n t ,  2 0  p e r ­

c e n t  o f  t h e  c a l l s  h e r  g r o u p  r e c e i v e s

a r c la s e r s  a n d  

con su m ers h a ve n o l 

s jw le n  t r ill  on e v oice  

a lo u t  t r ia l  ih etj um n I 

lo  L iiotv  tv le n  lie u  re  

m a lin j c r it ic a l 

l e a /l l  ca re  ch oices.

c o n c e r n  m a n a g e d  c a r c .

A c c o r d i n g  t o  A r c h e r ,  " B a s i c a l l y ,  

w h a t  p a t i e n t s  t e n d  t o  k n o w  i s  o n l y  t h e  

i n f o r m a t i o n  t h a t  t h e  p l a n s  p r o v i d e  

t h e m .  T h i s  h a s  m o s t l y  t o  d o  w i t h  t h e  

a m o u n t  o f  m o n e y  t h e y  a r e  g o i n g  t o  

p a y  a n d  t h e  b e n e f i t s  t h a t  a r e  o f f e r e d  

b y  t h e  p l a n s .  W e  b e l i e v e  t h e y  n e e d  t o  

k n o w  s i g n i f i c a n t l y  m o r e  t h a n  t h a t . F o r  

o n e  t h i n g ,  t h e y  n e e d  t o  b e  i n f o r m e d  

a b o u t  t h e  b a s i c  d i f f e r e n c e s  b e t w e e n  

m a n a g e d  c a r e  p l a n s  a n d  t r a d i t i o n a l  

i n d e m n i t y  p i a n s .  A n d  t h e y  n e e d  l o  

k n o w  a b o u t  d i f f e r e n c e s  in  c a r e  m a n ­

a g e m e n t  n n d  f i n a n c i a l  s t r u c t u r e s  t h a t  

h e a r  o n  t h e  d e l i v e r y  o f  c a r e .

" T h e y  a l s o  n e e d  t o  u n d e r s t a n d  t h a t  

j u s t  b e c a u s e  t h e i r  d o c t o r s  a r e  i n  a n  

H M O  t h e y  m i g h t  s e l e c t  d o e s  n o l  m e a n  

t h e y  w i l l  n e c e s s a r i l y  r e c e i v e  t h e  s a m e  

c a r e  f r o m  t h o s e  d o c t o r s  t h a t  t h e y  

w o u l d  u n d e r  a  t r a d i t i o n a l  p l a n , "  

A r c h e r  a d d s ,  " u c c a u s c  t h e  w h o l e  i d e a  

b e h i n d  a  m a n a g e d  c a r e  p l a n  i s  t o  o v e r ­

s e e  t h e  w a y  c a r e  i s  d e l i v e r e d .  T h a t  

m e a n s  t h e r e  c a n  b e  f i n a n c i a l  a n d  m e d ­

i c a l  t r e a t m e n t  c o n s t r a i n t s  a s  w e l l  a s  

c o m m u n i c a t i o n  a n d  l i m e  c o n s t r a i n t s  

u p o n  t h e  p r o v i d e r  th a t  c a n  b e a r  o n  t h e  

t y p e  o f  c a r e  t h e  p a t i e n t  r e c e i v e s . "

A r c h e r  j o i n s  o t h e r  p a t i e n t  a d v o ­

c a t e s  c a l l i n g  f o r  M C O s  t o  p u b l i s h  

t h e i r  t r e a t m e n t  p r o t o c o l s  a n d  p r o v i d e

m e a s u r e s  f o r  t h e  a p p r o p r i a t e n e s s  o f  

c a r e  s o  t h e  s e r v i c e s  t h a t  p l a n s  p r o v i d e  

c a n  b e  c o m p a r e d .

N a t i o n a l  R e s e a r c h  C o r p .  o f  L i n ­

c o l n .  N e b . ,  i s  a n o t h e r  o r g a n i z a t i o n  

t h a t  r e g u l a r l y  m e a s u r e s  t h e  a t t i t u d e s  

a n d  u n d e r s t a n d i n g  o f  h e a l t h  c a r e  c o n ­

s u m e r s .  A c c o r d i n g  l o  N R C  p r e s i d e n t  

M i c h a e l  H a y s ,  t h e  i m p o r t a n c e  o f  a  

p a t i e n t ' s  t r u s t  in  h i s  o r  h e r  p h y s i c i a n  

is  a  c r i t i c a l  f a c t o r  i n  t h e  p e r c e p t i o n  o f  

t h e  q u a l i t y  o f  c a r e .  B u t  h e  s p e c u l a t e s  

t h a t  " a s  m o r e  q u a n t i f i a b l e  o u t c o m e s  

d a t a  f o r  s p e c i f i c  c o n d i t i o n s  b e c o m e  

a v a i l a b l e ,  c o n s u m e r s  c o n c e r n e d  a b o u t  

p a r t i c u l a r  c o n d i t i o n s  w i l l  g r a v i t a t e  

r a p i d l y  t o  p l a n s  t h a t  t h e y  f e e l  p r o v i d e  

b e t t e r  c a r e . "

It i s  p r e c i s e l y  t h i s  b e l i e f  t h a t  l e d  t o  

t h e  c r e a t i o n  o f  t h e  F o u n d a t i o n  f o r  

A c c o u n t a b i l i t y  ( F A c c t ) ,  a n  i n d e p e n ­

d e n t  o r g a n i z a t i o n  o f  p a y e r s  a n d  c o n ­

s u m e r s  t h a t ,  a c c o r d i n g  l o  p r e s i d e n t  

D a v i d  L a n s k y ,  i s  d e v e l o p i n g  c o m p a r ­

a t i v e  p e r f o r m a n c e  m e a s u r e s  i n  “ t e r m s  

t h a t  m a t t e r  t o  c o n s u m e r s ,  p a t i e n t s  a n d  

p u r c h a s e r s .

" P u r c h a s e r s  a n d  c o n s u m e r s  h a v e -  

n o t  s p o k e n  w i t h  o n e  v o i c e  a b o u t  w h a t  

t h e y  w a n t  t o  k n o w  w h e n  t h e y ' r e  m a k ­

i n g  c r i t i c a l  h e a l t h  c a r e  c h o i c e s , "  

e x p l a i n s  L a n s k y .  " W e ' r e  t r y i n g  l o  

u n i f y  t h a t  v o i c e  a n d  a r t i c u l a t e  w h a t  

t h e  p u b l i c  w a n t s . "

S u c h  i n i t i a t i v e s  d e f i n e  t h e  p r i v a t e  

s e c t o r ' s  r e s p o n s e  t o  t h e  " i n f o r m a t i o n  

g a p " — a n d ,  o n e  m i g h t  a d d ,  t h e  " l e a d ­

e r s h i p  g a p "  i n  h e a l t h  c a r e  r e f o r m .  

" N e i t h e r  C o n g r e s s  n o r  a n y  o t h e r  

b r o a d  p u b l i c  b o d y  h a s  t a k e n  t h e  l e a d  

i n  d e f i n i n g  a  s e t  o f  e x p e c t a t i o n s  f o r  

t h e  h e a l t h  c a r e  s y s t e m , "  s a y s  L a n s k y ,  

" s o  i t ' s  h a r d  t o  k n o w  w h a t  w e  r e a l l y  

m e a n  b y  q u a l i t y .  T h e r e  i s  a  r e s p o n s i ­

b i l i t y  w e  a l l  s h a r e  t o  d e f i n e  m o r e  

s t r o n g l y  w l t a l  w e  t i r e  l o o k i n g  f o r  f r o m  

t h e  h e a l t h  c a r e  s y s t e m . "

John Burke is a founding director 
of the nonprofit National Patient 
Empowerment Council,
Blairs town, N.J., and a member of 
the adjunct faculty at Johns 
Hopkins University School of 
Public Health.
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U n in te n d e d  
c o n s e q u e n c e s

t ' s  b e e n  s a i d  t h a t  n o  g o o d  

d e e d  g o e s  u n p u n i s h e d ,  a n d  t h e  

t h o u g h t  c e r t a i n l y  a p p l i e s  t o  

o u r  o n g o i n g  a t t e m p t s  t o  b u i l d  a  n e w  h e a l t h  c a r e  

d e l i v e r y  s y s t e m  in  t h e  U n i t e d  S t a l e s .  l i v e r y  a c t i o n  w e  t a k e  

h a s  c o n s e q u e n c e s ,  s o n i c  o f  w h i c h  w e  d o n ' t  t h i n k  a b o u t  

v e r y  m u c h .  M e r e  a r e  a  f e w  t h a t  d e s e r v e  o u r  a t t e n t i o n .

O n  tru s t
T h e r e  i s  a n  u n d e n i a b l e  b r e a k d o w n  in  t r u s t  i n  t h e  s y s t e m  a s  

t h e  c o n s u m e r  i s  l e f t  o u t  o f  t h e  l o o p  in  n e g o t i a t i o n s  a b o u t  

w h i c h  p r o v i d e r s — p a r t i c u l a r l y  s p e c i a l i s t s — a n d  w h i c h  s e r ­

v i c e s  w i l l  b e  a v a i l a b l e .  T r u s t  i s  t h e  m a j o r  p r e d i c t o r  o f  

t r e a t m e n t  c o m p l i a n c e  a n d  t h e  m a i n  p r e v e n t e r  o f  l a w s u i t s .  

I f  I w a n t e d  t o  k n o w  w h e t h e r  y o u  w e r e  l i k e l y  l o  d o  w h a t  

y o u r  d o c t o r  t o l d  y o u  t o  d o .  I ' d  a s k  y o n  i f  y o u  t r u s t  y o u r  

d o c t o r .  A n d  i f  y o u  d o  t r u s t  y o u r  d o c t o r ,  y o u  p r o b a b l y  

w o n ' !  s u e  h i m  o r  h e r .  T h u s ,  e r o s i o n  o f  t r u s t  l e a d s  t o  m o r e  

i l l n e s s  ( t h r o u g h  d e c r e a s e d  c o m p l i a n c e )  a n d  m o r e  m a l p r a c ­

t i c e  S l l i tS .

A s  I e a l l h  c a r e  b e c o m e s  a  f o r - p r o f i t  b u s i n e s s ,  t h e  c o n ­

t r o l s  p i o v i d e d  b y  p r o f e s s i o n a l  e t h i c s  a r e  e r o d e d  a n d  m u s t  

b e  re| l a c e d  b y  l a w s  a n d  r e g u l a t i o n .  W e  c a n  e s t a b l i s h  a  

v v h o l  n e w  i n d u s t r y  o f  w a t c h d o g s  — l a w y e r s  k e e p i n g  h o s ­

p i t a l s  a i d e r  c o n t r o l .

A s  d i e  h e a l t h  c a r e  s y s t e m  g e l s  l e s s  p e r s o n a l ,  p e o p l e  f e e l  

t h e y  t a v e  l e s s  c o n t r o l  a n d  m a y  b e  i n c l i n e d  t o  r e l y  t o o  

h e a v i l y  o n  t h e  e a s i l y  a c c e s s i b l e  i n f o r m a t i o n  o n  t h e  I n t e r ­

n e t .  T h e r e ' s  a  p r o l i f e r a t i o n  o f  w e b  s i t e s  f o r  d i a b e t e s ,  

h y p e r t e n s i o n  a n d  e v e r y  o t h e r  h e a l t h  c o n d i t i o n ,  B u t  i s  it 

v a l i d  i n f o r m a t i o n ' . ’  T h e  I n t e r n e t  i s  a n  u n m o n i l o r c d .  u n c o -  

h c s i v c  s o u r c e .  K e e p  i n  m i n d  t h a t  t h e  b e s t  m a r k e t  f o r  a 

c h a r l a t a n  i s  o n e  in  w h i c h  p e o p l e  f e e l  o u t  o f  c o n t r o l .

P h y s i c i a n s  t h e m s e l v e s  a r e  n o t  b l a m e l e s s — n o t  e v e r y  

l e s t ,  v i s i t  a n d  p r o c e d m e  t h a t ' s  b e e n  b i l l e d  w a s  r e a l l y  

n e e d e d  — b u t  p e o p l e  m i s t e d  d o c t o r s  t o  b e  a c t i n g  in  t h e i r

p o r a t i o n s .  s o  n o w  t h e y ’ r e  w i l l i n g  t o  

r e g u l a t e .

W h e n  y o u  r e s t r u c t u r e  t h e  s y s t e m  

i n t o  s o m e t h i n g  p e o p l e  d o n ' t  k n o w ,  f o l k s  d o n ’ t t r u s t  it —  

a n d  a  l o t  o f  w h a t  g o e s  o n  i n  m e d i c i n e  i s  b a s e d  o n  t r u s t .  1 

t r u s t  y o u  t o  p r e s c r i b e  m e d i c a t i o n  t h a t  w i l l  h e l p  m e .  Y o u  

m i g h t  e v e n  b e  a  b e l t e r  p r c s c r i b e r  w i t h  a  f o r m u l a r y .

Y o u r  b e h a v i o r  m a y  b e  c l i n i c a l l y  b e t t e r ,  b u t  I s t i l l  d o n ' t  

t r u s t  y o u .

O n  h o w  w e  d o  b u s in e s s
E v e r y t h i n g  i s  m o v i n g  s o  f a s t ,  y o u ' r e  r e n e g o t i a t i n g  e v e r y  

12  m o n t h s  o n  a  q u a r t e r  o l  a  c e n t  p e r  p a t i e n t  p e r  m o n t h ,  i n  

t h i s  a d m i n i s t r a t i v e  m i n d - s e t  o f  r a p i d - f i r e  r e s p o n s e s  a n d  

c o n t i n u o u s  r e - c r e a t i o n  o f  p l a n s ,  t w o  s e p a r a t e  i s s u e s  

e m e r g e :  Y o u  c a n ' t  t h i n k  m u c h  a b o u t  t h e  l o n g - t e r m  e f f e c t s  

o f  y o u r  b e h a v i o r ,  a  c l a s s i c  w e a k n e s s  o f  b u s i n e s s  m a n a g e ­

m e n t .  N o r  c a n  y o u  d e v e l o p  l o n g - t e r m  i n i t i a t i v e s  f o r  c o m ­

p l e x .  m u l t i p l e - d i a g n o s i s  h e a l t h  p r o b l e m s .

W h i l e  w e ' r e  s o  b u s y  s o l v i n g  t o d a y ' s  d o l l a r  c r u n c h ,  

w h o ' s  p a y i n g  a t t e n t i o n  t o  h o w  w e  h a n d l e  c h r o n i c  c o n d i ­

t i o n s  l i k e  d i a b e t e s ,  s t r o k e  a n d  l o n g - t e r m  h e a r t  p r o b l e m s ?  

W h o ’ s  f i g u r i n g  o u t  h o w  w c  b r i n g  a b o u t  b e h a v i o r  c h a n g e s  

l i k e  e a t i n g  b e t t e r  a n d  e x e r c i s i n g  m o r e ?  T h o s e  a r e  t h e  r e a l  

m a j o r  i s s u e s .

B e c a u s e  t h e r e  i s  n o  s l a c k ,  b e c a u s e  w e ’ r e  p r e s s i n g  s o  

h a r d  o n  n u a n c e s ,  w e  d o n ' t  t h i n k  a b o u t  n e w  f o r m s  o f  d e l i v  ­

e r y  s y s t e m s  o r  n e w  w a y s  f o r  c l i n i c a l  g r o u p s  t o  g e t  t o g e t h e r  

a n d  o p e r a t e .  I d o u b t  v e r y  s e r i o u s l y ,  f o r  i n s t a n c e ,  l h a l  y o u  

c o u l d  e s t a b l i s h  f r e e s t a n d i n g  s u r g i c a l  c e n t e r s  in  t o d a y ’ s  

m a r k e t .  W i t h  s u c h  p r e s s u r e ,  n o b o d y  h a s  t h e  r e s o u r c e s .  

T h i n k i n g  o u t s i d e  t h e  b o x  i s  f u n ,  b u t  i t ' s  l u i r d  l o  d o  w h e n  

y o u  d o n ’ t h a v e  a n y  m o n e y .

T h a t  m a y  e x p l a i n  a n o t h e r  s t r a n g e  t h i n g  t h a t ' s  g o i n g  o n .  

S u p p o s e  I d e c i d e  t o  b u i l d  a  b i g .  i n t e g r a t e d  d e l i v e r y  s y s t e m .  

W h a t  I ' m  try i n g  t o  d o  i s  m a n a g e  t r a n s a c t i o n  c o s t s  a c r o s s  

a l l  i h e  c o m p o n e n t  u n i t s .  B u t  l h a t  l o o k s  a  l o t  l i k e  t h e  b i g  

c o n g l o m e r a t e s  o f  2 0  y e a r s  a g o ,  w h i c h  w e ' v e  g i v e n  u p .

b e s t  i n t e r e s t .  W h e t h e r  t h a t ’ s  t r u e  o r  n o l .  t h a t ’ s  w  h a t  p e o ­

p l e  b e l i e v e d .  N o w  I d o n ' t  t h i n k  p e o p l e  b e l i e v e  t h a t  o f  c o r -
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O i l i e r  i n d u s t r i e s  a r e  e s t a b l i s h i n g  s t r a t e g i c  a l l i a n c e s ,  n e t ­

w o r k s  a n d  o u t s o u r c i n g .  H e a l t h  c a r e  i s  h e a d i n g  i n t o  t h e  

p a s t ,  w i t h  s t r a t e g i c s  t h a t  o t h e r s  h a v e  a b a n d o n e d .  I s  t h a t  a  

g o o d  w a y  l o  d o  b u s i n e s s ?

O n  c o m m u n ity  a n d  a c a d e m ic  h o sp ita ls
W h a t ' s  h a p p e n i n g  t o  t h e  t h o u s a n d s  o f  d o l l a r s  o f  c o m m u n i ­

t y  i n v e s t m e n t  in  t a x  b r e a k s  a n d  c h a r i t a b l e  c o n t r i b u t i o n s  l o  

h o s p i t a l s  l h a t  a r c  n o w  b e i n g  p r i v a t i z e d ?

N o w  h o s p i t a l s  a r c  b e i n g  p u r c h a s e d  

b y  f o r - p r o f i t  s y s t e m s  a n d  p e o p l e  a r c  

r e a d i n g  in  n e w s p a p e r s  t h a t  t h e s e  

p l a c e s  a r e  s w i m m i n g  i n  m o n e y  f o r  

t r u s t  f u n d s  a n d  e x e c u t i v e  b o n u s e s .

W h e t h e r  t h e  t a l e s  a r c  t r u e  o r  n o l .  

t h e y  r e d u c e  p e o p l e ' s  c o n f i d e n c e  in  

t h e  v a l u e  o f  c h a r i t a b l e  i n s t i t u t i o n s .

T h e r e ' s  a  s o c i a l  c o s t  i n  t e r m s  o f  l o s ­

i n g  o u r  f a i t h  in  o u r  a b i l i t y  o r  w i l l i n g ­

n e s s  t o  h e l p  e a c h  o t h e r  t h r o u g h  c h a r ­

i t a b l e  c o n t r i b u t i o n s .  W c  a r e  b e t t e r  

c o m m u n i t i e s — b e t t e r  p e o p l e — w i t h  

t h i s  o u t l e t .  T h a t ' s  o n e  r e a s o n  w h y  

p e o p l e  h a v e  s o  m u c h  t r o u b l e  g i v i n g  

u p  c o m m u n i t y  h o s p i t a l s ,  e v e n  i f  

t h e y ' r e  o u t d a t e d  a n d  k i l l i n g  p e o p l e .

T h e  h o s p i t a l  h a s  h i s t o r i c a l l y  b e e n  

t h e  o u t s t a n d i n g  n o n r e l i g i o u s  c h a r i l y  

i n  t h e  c o m m u n i t y .  P e o p l e  w o r k e d  a s  

v o l u n t e e r s ,  t o w n  l e a d e r s  s e r v e d  o n  

t h e  h o a r d  a n d  e v e r y o n e  c o n t r i b u t e d  

t o  b u i l d  t h e  n e w  w i n g  a n d  b u y  t h e  

h e a r t  a n d  l u n g  m a c h i n e s .

O f  c o u r s e ,  w e  c o u l d  d o  b e t t e r  w i t h  

f e w e r  m e d i c a l  c e n t e r s  t h a n  w e ' v e  

g o t .  S l o a n  K e t t e r i n g  i s  s t r u g g l i n g ,  

a n d  i t ' s  o n e  o f  t h e  b e s t  in  t h e  w o r l d .

A n d  w e ' v e  g o t  t h r e e  o t h e r s  i n  s o u t h ­

e r n  T e x a s  t h a t  r e a l l y  d o n ' t  b e l o n g  o u t  t h e r e .  W e ’ r e  r u n n i n g  

till  o f  t h e m  o n  a  s h o e s t r i n g ,  b u t  w h o ' s  p r e p a r e d  t o  g i v e  o n e  

u p ?  W e  d o n ' t  h a v e  a n y  s y s t e m  t h a t  a l l o w s  u s  t o  m a k e  

r a t i o n a l  d e c i s i o n s  a b o u t  w h i c h  l o  k e e p  a n d  w h i c h  l o  w i n ­

n o w  o u t .

On m a rk e tp la c e s
I t ’ s  f u n  l o  s a y  m a r k e t s  w o r k  b e l t e r  b u t  a  m a r k e t  t a k e s  m o r e  

t h a n  s a y i n g . " G e e ,  t h e r e ’ s  s o m e t h i n g  f o r  s a l e . "  A  m a r k e t  

r e q u i r e s  i n f o r m a t i o n ,  l o t s  o f  b u y e r s  a n d  l o t s  o f  s e l l e r s .  It 

r e q u i r e s  f r e e  n e g o t i a t i o n ,  p e r h a p s  c o n s t r a i n e d  b y  l a w  b u t  

c e r t a i n ! )  n o t  b y  t h e  n e g o t i a t o r s .  A n d  y e t  i n  h e a l t h  c a r e  w e  

d o n ' t  h a v e  t h a t .  S i x t y  p e r c e n t  h a s  b e e n  b o u g h t  b y  o n e  

b u y e r ,  t h e  g o v e r n m e n t .

N o r m a l ! )  w e  a r e  c o n c e r n e d  a b o u t  t o o  f e w  s e l l e r s ,  s o  w e  

g e l  a n t i t r u s t  l e g i s l a t i o n .  W e  d o n ' t  t h i n k  a b o u t  it w h e n

t h e r e ’ s  o n l y  o n e  b u y e r — c a l l e d  M e d i c a r e -  a n d  l o t s  o f  s e l l ­

e r s .  T h e y  d o n ' t  h a v e  a n y  w a y  t o  n e g o t i a t e ,  a n d  t h e  g o v e r n ­

m e n t  c a l l s  t h e  t u n c .  I m a g i n e  ( h e  a n t i t r u s t  l e g i s l a t i o n  i f  s e l l ­

e r s  d i d  t h a t .

I n d i v i d u a l s  a r c  j u s t  a s  b a d  o f f  in  o u r  s o - c a l l e d  m a r k e t .  

W h e n  t h e r e  a r e  h i g h  l e v e l s  o f  a s y m m e t r y  in  i n f o r m a t i o n ,  

y o u  l e a v e  t h e  d e c i s i o n  m a k e r  u n a b l e  t o  n e g o t i a t e  e f f e c t i v e ­

l y .  T h a t ' s  t h e  u s e d  e a r  s a l e s m a n  p h e n o m e n o n .  M e  k n o w s  

m o r e  t h a n  y o u  d o .  Y o u  h a v e  a  s i m i l a r  p r o b l e m  t r y i n g  t o  

n e g o t i a t e  f o r  y o u r s e l f  in  t h e  h e a l t h  

c a r e  s y s t e m .  T h u s  p e o p l e  n e g o t i a t e  011 
t h e  o n e  s i g n a l  t h e y  g e t .  a n d  t h a t  is  

p r i c e .

A  l o t  o f  A m e r i c a n s  t o d a y  a r e  c o n ­

v i n c e d ,  a n d  p r o b a b l y  r i g h t l y  s o .  t h a t  

h i g h  c o s t  d o c s  1101 n e c e s s a r i l y  e q u a l  

h i g h  q u a l i t y ,  b u t  t h e y  a r e  s t i l l  r e s p o n d ­

i n g  u n k n o w l e d g c a b l y .

O n  in crem en ta l re fo rm
I n e r c i n e n l a l i s m  i s  a  c l a s s i c  p r o b l e m  in  

c l i n i c a l  c a r e .  C u r e  o n e  d i s e a s e  s o  y o u  

c a n  d i e  m o r e  e x p e n s i v e l y  o f  a n o t h e r .  

T h e  s a m e  t i l i n g  h a p p e n s  in  c h a n g i n g  

t h e  w a y  w e  d e l i v e r  c a r e .  T h e r e  a r e  l o t s  

o f  c l a s s i c  e x a m p l e s .  D e i n s t i t u t i o n a l i z ­

i n g  m e n t a l  h e a l t h  c r e a t e d  a  c u l t u r e  o f  

h o m e l e s s n e s s  a n d  a  b r a n d - n e w  s o c i a l  

p r o b l e m .  W e  i n v e s t  in  n e o n a t a l  c a r e ,  

a n d  t h e n  w e  h a v e  t o  c a r e  f o r  t h o s e  

w i t h  s e r i o u s  p r o b l e m s  f o r  t h e  r e s t  o f  

t h e i r  l i v e s .

H a v i n g  s a i d  t h i s ,  w h a t  s h o u l d  w e  d o  

a b o u t  i t ?  I ' m  a  b e l i e v e r  in  t h e  c h a o s  

t h e o r y .  S o m e t i m e s  y o u  g e l  r e a l l y  b i g  

c h a n g e s  a s  d i e  r e s u l t  o f  s m a l l  a c t i o n s .  

K e e p  t r y i n g  i n c r e m e n t a l  t i l i n g s ,  a n d  

f o c u s  o n  l e a r n i n g  f r o m  e a c h  c h a n g e  s o  

y o u  c a n  e x p a n d  t h e  b e n e f i t  o r  r c d u c  • t h e  h a r m .

T h e  b e s t  e x a m p l e  I c a n  t h i n k  o f  i s  H e a d  S t a r t .  N o b o d y  

h a d  it r i g h t  at  t h e  b e g i n n i n g ,  h u t  s e l l  n i l s  a n d  c h u r c h e s  

a c r o s s  t h e  c o u n t r y  e a c h  h a d  a  l i t t l e  s o m e t h i n g  th a t  w a s  

w o r k i n g .  T h e y  w e r e  a b l e  t o  c o m e  ti g c l h c r .  l e a r n  f r o m  

e a c h  o t h e r  a n d  d e v e l o p  w h a t  m a y  b e  t h e  m o s t  e f f e c t i v e  

s o .  ia l  p r o g r a m  l h a l  A m e r i c a  e v e r  h a d .

I ' m  a  b e l i e v e r  in  i n c r e m o n l a l i s m .  R u t  i n c r e m e n t a l i s n i  i> 

n o t  l o  b e  u s e d  a s  a  s a f e l y  v a l v e  o r  a  p o l i t i c a l  e x p e d i e n t .  It 

i s  a  w a y  l o  l e a r n .

S u m m in g  up
W e  m u s t  c o n t i n u e  l o  s e e k  c h a n g e  in  h e a l t h  p o l i c y  a n d  in  

t h e  w a y  h e a l t h  c a r e  i s  d e l i v e r e d .  R u t  i f  w e  a r e  t o  s u c c e e d ,  

w e  m u s t  b e  p r e p a r e d  t o  d e a l  w i t h  t h e  u n i n t e n d e d  c o n s e ­

q u e n c e s  o f  e a c h  s o l u t i o n  l h a l  w e  i m p l e m e n t .
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M a n a g in g  d e m a n d  or 
e m p o w e r in g  p a tie n ts ?
“ M o s t  e f f o r t s  t o  c o n t a i n  c o s t s  i n  t h e  

p a s t  h a v e  f o c u s e d  o n  t h e  s u p p l y  s i d e .
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T h e  c o n s u m e r 
a s  \  tea lth  c a re 

m a n a g e r
"Self-care" p rog ram s are show ing yo u  can  
cu t expend itu re s b y  teach ing co n sum ers  
that they a re  in ch a rge  o f their own health.

B y  Em il V e r n a r e c

h a t  f o r  a  w h i l e  w i t h  h e a l t h  

e d u c a t o r s  w h o  c r e a t e  ‘ ‘ s e l f -  

c a r e ”  p r o g r a m s  a n d  it w o n ' t  

b e  l o n g  b e f o r e  y o u  h e a r  t h e  

p h r a s e  “ W i n - W i n . "  I s  t h i s  i d e a l i s t i c  

e h c e r l e a d i n g  f o r  a n  i n d u s t r y  c h i l l e d  

b y  h a r s h  e c o n o m i c  r e a l i t i e s ?  O r  d o e s  

p u t t i n g  c o n s u m e r s  i n  c h a r g e  o f  t h e i r  

o w n  h e a l t h  n e e d s  t r u l y  r e d u c e  w a s t e ?

T h e  t o o l s  o f  s e l f - c a r e  p r o g r a m s  a r e  

s l a n t i n g l y  s i m p l e :  O f t e n  t h e  c o r e  c o m ­

p o n e n t  i s  tin e a s y - l o - r c a d  b u t  a u t h o r i t a ­

t i v e  h a n d b o o k  t h a t  g u i d e s  c o n s u m e r s  

o n  h o w  t o  d e a l  w i l h  m i n o r  p r o b l e m s  

a n d  r e c o g n i z e  s y m p t o m s  t h a t  r e q u i r e  a  

d o c t o r  o r  e m e r g e n c y  r o o m  v i s i t .  T h e  

b o o k s  a l s o  s u g g e s t  q u e s t i o n s  t o  a s k  

d o c t o r s  a b o u t  m e d i c a t i o n s  o r  p r o c e ­

d u r e s .  e x p l a i n  t r e a t m e n t  o p t i o n s  f o r  

v a r i o u s  c o n d i t i o n s  a n d  e n c o u r a g e  a 

p a t i e n l - p h y s i e i a n  p a r t n e r s h i p  in  c a r e .  

A  n u m b e r  o f  p r o g r a m s  a d d  2 4 - h o u r  

p h o n e  l i n e s  s t a f f e d  b y  n u r s e s .  O t h e r s  

p r o v i d e  w o r k s h o p s  o r  g i v e  i n f o r m a t i o n  

a n d  a d v i c e  o n - l i n e .

T h e  p r o g r a m s  g o  b y  v a r i o u s  n a m e s .  

W h i l e  “ s e l f - c a r e ”  i s  a  c o m m o n  

d e s c r i p t o r ,  m a n y  e d u c a t o r s  p r e f e r  

s o m e  v a r i a n t  o f  “ s e l f - m a n a g e m e n t "  t o  

k e e p  t h e  f o c u s  o n  c o n s u m e r s  c h o o s ­

i n g  a p p r o p r i a t e  c a r e  r a t h e r  t h a n  s e l f -  

t r e a t i n g .  W h a t e v e r  n a m e  t h e  p r o g r a m s  

v < b y .  t h e y  s t r e s s  t a k i n g  r e s p o n s i b i l i t y  

f o r  o n e ’ s  h e a l t h  a n d  c h o o s i n g  h e a l t h  

c a r e  r e s o u r c e s  w i s e l y ,

S u c h  c o n c e p t s  m ; t y  b e  o l d  n e w s  t o  

h e a l t h  e d u c a t o r s ,  w h o  h a v e  l o n g  k n o w n  

t h a t  a n  o f f i c e  v i s i t  i s  j u s t  o n e  s m a l l  p a r t  

o f  t h e  h e a l t h  c a r e  d e l i v e r y  p r o c e s s .  R u t  

c o n s u m e r s  t i r e  n e w l y  v o r a c i o u s  f o r  

g u i d a n c e ,  a s  t h e  e x p l o s i o n  o f  h e a l t h -  

r e l a t e d  m a g a z i n e s ,  b o o k s  a n d  w e b  

s i t e s  t e s t i f i e s .  In  t u r n ,  e m p l o y e r s ,  

i m p r e s s e d  b y  a  s t e a d y  a c c u m u l a ­

t i o n  o f  e v i d e n c e  t h a t  s e l f ­

r e l i a n c e  r e d u c e s  b o t h  d e m a n d  a n d  

c o s t s ,  a r e  i n c r e a s i n g l y  w i l l i n g  t o  s a t i s ­

f y  t h e  p u b l i c ' s  a p p e t i t e  f o r  a u t o n o m y .

" W i t h  a  b o o k  a l o n e ,  s t u d i e s  p r o v e  

t h a t  y o u  c a n  r e d u c e  o f f i c e  v i s i t s  b y  

s e v e n  t o  1 0  p e r c e n t  a n d  r e d u c *  v i s i t s  

f o r  m i n o r  c o n d i t i o n s  b y  u p  t o  1 7  p e r ­

c e n t . "  s a y s  J a m e s  F r i e s ,  M D .  p r o f e s ­

s o r  o f  m e d i c i n e  a t  S t a n f o r d  U n i v e r s i t y  

a n d  a u t h o r  o f  Take Carc of Yourself, 
o n e  o f  t h e  e a r l i e s t  h e a l t h  s e l f - m a n a g e ­

m e n t  g u i d e s .  " G e n e r a l l y ,  t h e  b e s t  p r o ­

g r a m s  h a v e  s h o w n  a  r e t u r n  o n  i n v e s t ­

m e n t  o f  s i x  t o  o n e . "

B e y o n d  c o s t  s a v i n g s ,  s t u d i e s  a l s o  

s u g g e s t  t h e s e  p r o g r a m s  h e l p  i m p r o v e  

p a t i e n t s ’ h e a l t h  s t a t u s ,  b o o s t  

c o m p l i a n c e  a n d  p r e v e n t  

c o s t l y  c o m p l i c a t i o n s  b y  

e n c o u r a g i n g  e a r l y ,  a p p r o p r i ­

a t e  i n t e r v e n t i o n .  S o m e  s t u d i e s  

e v e n  f o u n d  h . c r e a s e d  p a t i e n t  

s a t i s f a c t i o n  w i t h  d o c t o r s  a n d  

h e a l t h  p l a n s .  L i t t l e  w o n d e r ,  t h e n ,  

t h a t  i n  a  w o r l d  w h e r e  d e l i v e r y  o f  

c a r e  i s  m e a s u r e d  a s  " m e d i c a l  l o s s -  

r a i i o . "  p a t i e n t - c e n t e r e d  s e l f - m a n a g e ­

m e n t  i s  b e i n g  e m b r a c e d  b y  p u r c h a s e r s  

a n d  p r o v i d e r s  a l i k e .



t h r o u g h  u t i l i z a t i o n  r e v i e w s ,  g a t e k e e p ­

e r s  a n d  h i g h e r  d e d u c t i b l e s , "  e x p l a i n s  

D o n  P o w e l l  p r e s i d e n t  o f  t h e  A m e r i ­

c a n  I n s t i t u t e  f o r  P r e v e n t i v e  M e d i c i n e ,  

F a r m i n g t o n  M i l l s .  M i c h . ,  a  p r o v i d e r  o f  

c u s t o m  h e a l t h  p r o m o t i o n  p r o g r a m s .  

“ S e l f - c a r e  f o c u s e s  o n  t h e  o t h e r  s i d e  o f  

t h e  e q u a t i o n ,  t o  m a n a g e  d e m a n d  b y  

e d u c a t i n g  t h e  c o n s u m e r  t o  u s e  I h e  

l e v e l  o f  c a r e  t h a t ' s  a p p r o p r i a t e .  

' A p p r o p r i a t e '  c o u l d  m e a n  a v o i d i n g  a n  

u n n e c e s s a r y  o f f i c e  v i s i t ,  o r  it c o u l d  

m e a n  g e t t i n g  a  p a t i e n t  w h o  i s  i g n o r i n g  

a n  i m p o r t a n t  s y m p t o m  i n t o  a  d o c t o r ' s  

o f f i c e  o r  t h e  F R . "

D a v i d  S .  S o h e l ,  M D ,  d i r e c t o r  o f  

p a t i e n t  e d u c a t i o n  a n d  h e a l t h  p r o m o t i o n  

f o r  K a i s e r  P e r m a n e n t c .  N o r t h e r n  C a l i ­

f o r n i a  r e g i o n ,  i l l u s t r a t e s  t h e  l a t t e r  w i t h  

t h i s  s t o r y  f r o m  a  l a r g e - s c a l e  K a i s e r  

s e l f - c a r e  p r o j e c t :  " T w o  w e e k s  a l t e r  t h e  

h a n d b o o k s  w e r e  d i s t r i b u t e d ,  a  c h i e f  o f  

m e d i c i n e  r e c e i v e d  a  c a l l  f r o m  t h e  w i f e  

o f  a n  e l d e r l y  m a l e  w h o  w a s  c o m p l a i n ­

i n g  o f  l e g  p a i n  b u t  d e n y i n g  it w a s  s e r i ­

o u s .  H i s  w i f e  t o o k  o u t  t h e  h a n d b o o k  

a n d  s a i d .  ' L o o k ,  it s a y s  h e r e  w e  s h o u l d  

c a l l  t h e  d o c t o r . ’  It t u r n e d  o u t  h e  h a d  

b l o c k a g e  o f  t h e  a r t e r i a l  b l o o d  f l o w  in  

h i s  l e g — w h i c h  w a s  s a v e d  b y  t h e  e a r l y  

i n t e r v e n t i o n .  T h i s  i s  a s  m u c h  w h a t  

s e l f - c a r e  i s  a b o u t  a s  n o t  g o i n g  t o  t h e  

d o c t o r  j u s t  b e c a u s e  y o u ’ v e  h a d  a  s o r e  

t h r o a t  f o r  a  f e w  h o u r . , . "

S t i l l ,  w h e n  c o m p a n i e s  t h a t  c r e a t e  

s u c h  p r o g r a m s  m a r k e t  t h e i r  w a r e s ,  i t ’ s 

t h e  c o s t - c u t t i n g  p o t e n t i a l  th a t  u l t i m a t e l y  

g e t s  a t t e n t i o n .  " T h e  a d v a n t a g e  l o  s e l f -  

c a r e  o v e r  o t h e r  d e m n n d - m a n a g e m e n l  

s t r a t e g i e s , "  P o w e l l  p o i n t s  o u t .  " i s  th at  

y o u  s e e  c o s t  b e n e f i t s  in  s i x  m o n t h s . "

A  g r o w i n g  n u m b e r  o f  p u b l i s h e d  

a n d  s e l f - r e p o r t e d  s t u d i e s  b y  c o m p a ­

n i e s  i n v e s t i n g  in  s e l f - c a r e  s u p p o r t  t h e  

c l a i m  F o r  e x a m p l e ,  a  p i l o t  p r o g r a m  

i n v o l v m g  4 3 b  e m p l o y e e s  a l  F l o r i d a  

H o s p i t a l  M e d i c a l  C e n t e r  in  O r l a n d o  

r e s u l t e d  in  1 3 V  f e w e r  p h y s i c i a n  o f f i c e  

v i s i t s  a n d  -17 f e w e r  H R  v i s i t s  w i t h i n  

f i v e  m o n t h s ,  f o r  a  s a v i n g s  o f  $ 8 5  p e r  

e m p l o y e e .  A n o t h e r  s t u d y ,  t h i s  o n e  o f  

2 2 V  e m p l o y e e s  in  a  p r o g r a m  a l  B e l l  

S o u t h  in  A t l a n t a ,  f o u n d  l h a t  t h e  c o m ­

p a n y  r e a l i z e d  a  s a v i n g s  o f  $ 4 0  p e r

e m p l o y e e  b y  t h e  t h i r d  m o n t h .

P o w e l l  a n d  o t h e r  h e a l t h  c a r e  e d u c a ­

t o r s  a r e  q u i c k  t o  e m p h a s i z e  l h a t  s a v ­

i n g s  c o m e  f r o m  c u t s  i n  intippropriaw 
U s e  o f  s e r v i c e s .  A n  o f t - q u o t e d  e x a m p l e  

i s  t h e  A m e r i c a n  H o s p i t a l  A s s o c i a t i o n ’ s  

e s t i m a t e  t h a t  5 5  p e r c e n t  o f  s o m e  V 7  

m i l l i o n  H R  v i s i t s  i n  I V V 4  w e r e  f o r  

n o n u r g e n t  c o n d i t i o n s .

S t a n f o r d ' s  F r i e s  s t r e s s e s  l h a t  t h e  

h e a l t h  p r o m o t i o n  c o m p o n e n t  o f  s e l f -  

c a r e  a l s o  r e d u c e s  t h e  o v e r a l l  need f o r  

c o s t l y  i n t e r v e n t i o n s ,  a d d r e s s i n g  

d e m a n d  r a t h e r  t h a n  s u p p l y .  " A  l o t  o f  

m a n a g e d  c a r c  t e c h n i q u e s  a r e  h i d d e n  

r a t i o n i n g . "  h e  e x p l a i n s .  " I t ’ s  n e t  a  

g o o d  t i l i n g  t o  d o .  a n d  y o u  a l r e a d y  h a v e  

a  b a c k l a s h . "

S e lf -c a r e  a t w o rk
C l e a r l y ,  s e l f - m a n a g e m e n t  e d u c a t i o n  

w o r k s  b e s t  w h e n  it i s  i n t e g r a t e d  i n t o  a 

c o m p r e h e n s i v e  p r o g r a m  t h a t  f o s t e r s  

h e a l t h y  l i f e s t y l e s  a n d  e a r l y  i n t e r v e n -  

. i o n .  O u t s t a n d i n g  e x a m p l e s  a r e  r e c o g ­

n i z e d  e a c h  y e a r  b y  t h e  H e a l t h  P r o j e c t  

C o n s o r t i u m ,  w h i c h  s p o n s o r s  t h e  C .  

H v e r e l l  K o o p  N a t i o n a l  H e a l t h  A w a r d s .

" N o l  a l l  h e a l t h  p r o m o t i o n  p r o g r a m s  

a r e  c o s t - e f f e c t i v e . "  s a y s  K e n n e t h  P e l ­

l e t i e r .  M D .  d i r e c t o r  o f  t h e  S t a n f o r d  

C o r p o r a t e  H e a l t h  P r o g r a m  a l  t h e  S t a n ­

f o r d  U n i v e r s i t y  S c h o o l  o f  M e d i c i n e .  

P e l l e t i e r ,  w h o  h a s  w r i t t e n  e x t e n s i v e l y  

o n  t h e  n e e d  t o  e s t a b l i s h  a  s c i e n t i f i c  

b a s i s  f o r  h e a l t h  p r o m o t i o n  p r o g r a m s ,  

u r g e s  c o m p a n i e s  t o  d o  " c a r e f u l  s t r a t e ­

g i c  p l a n n i n g  b e f o r e  t h e y  d e l i v e r  a  s i n ­

g l e  c o m p o n e n t  o f  a  h e a l t h  m a n a g e m e n t  

p r o g r a m .  T h e  p a r t s  s h o u l d  lit t o g e t h e r . "

" C o n s i d e r  t h e  t y p e s  o f  i n t e r v e n ­

t i o n s  t h a t  b e s t  f i t  y o u r  e m p l o y e e  p o p ­

u l a t i o n . "  e x p l a i n s  R o n  G o e l z e l .  v i c e  

p r e s i d e n t ,  c o n s u l t i n g  a n d  n a t i o n a l  

p r a c t i c e ,  w i t h  t h e  M H D S T A T  G r o u p ,  

“ a n d  t h e  e x t e n t  l o  w h i c h  m e d i c a l ,  

b e n e f i t s ,  o p e r a t i o n s ,  s a f e t y ,  w o r k e r s '  

c o m p e n s a t i o n  a n d  h u m a n  r e s o u r c e s  

d e p a r t m e n t s  n e e d  t o  h e  c o o r d i n a t e d . "

P e l l e t i e r  e m p h a s i z e s  th at  a  p r o g r a m  

m u s t  h a v e  t h e  s u p p o r t  o f  s e n i o r  m a n a g e ­

m e n t .  a n d  G o e l z e l  s u g g e s t s  “ e x p l i c i t l y  

l i n k i n g  t h e  r a t i o n a l e  f o r  e m p l o y e e  h e a l t h  

i n i t i a t i v e s  t o  c o m p a n y  p e r f o r m a n c e  a n d

o v e r a l l  e m p l o y e e  p r o d u c t i v i t y . "

T h e  t w o  a g r e e  t h a t  h e a l t h  p r o m o ­

t i o n  h a s  t o  b e  a  s u s t a i n e d  e f f o r t .  G o c t -  

z e l  r e c e n t l y  c o - a u t h o r e d  a  r e v i e w  o f  

n e a r l y  5 0  s t u d i e s  a n d  f o u n d  l h a t  i n c l i -  

v : ,| u a M z e d  c o u n s e l i n g  f o r  h i g h - r i s k  

e m p l o y e e s — a s  p a r t  o f  a  c o m p r e h e n ­

s i v e  h e a l t h  p r o m o t i o n  p r o g r a m — s i g ­

n i f i c a n t l y  c h a n g e d  b e h a v i o r  a n d  

r e d u c e d  r i s k s .  H o w e v e r ,  s h o r t  d u r a ­

t i o n .  l o w  i n t e n s i t y  p r o g r a m s  a i m e d  at  

i n c r e a s i n g  a w a r e n e s s  o f  h e a l t h  i s s u e s  

f o r  t h e  e n t i r e  p o p u l a t i o n  d i d  n o t  

a c h i e v e  w i d e s p r e a d  b e h a v i o r  c h a n g e  

a m o n g  e m p l o y e e s .

A n  e x a m p l e  o f  a  c o m p a n y  t h a t  s u c ­

c e s s f u l l y  i n t e g r a t e d  s e l f - c a r e  i n t o  a  

c o m p r e h e n s i v e  h e a l t h  p r o m o t i o n  p r o ­

g r a m  i s  P i t n e y  B o w e s .  I n c . ,  in  S t a m ­

f o r d .  C o n n .  T h e  p r o g r a m ,  w h i c h  w a s  

s t r u c t u r e d  a r o u n d  a  “ H e a l t h  C a r o  U n i ­

v e r s i t y . ”  e a r n e d  t h e  c o m p a n y  a  K o o p  

a w a r d  l a s t  y e a r .  S t r e s s i n g  c o n s u m e r  

p a  i i i c r s h i p  w i t h  p r o v i d e r s  a n d  t r a i n ­

i n g  in  t h e  u s e  o f  a  s e l f - c a r e  h a n d b o o k ,  

t h e  i n i t i a t i v e  a n s w e r e d  a n  e x e c u t i v e  

c h a l l e n g e  t o  " c u t  c o s t s ,  b u t  d o n ' t  

u p s e t  t h e  e m p l o y e e s . ”  a c c o r d i n g  l o  

J o l i m i a  T o r s o n e .  v i c e  p r e s i d e n t  a n d  

c h i e f  p e r s o n n e l  o f f i c e r .

I n  a d d i t i o n  t o  t h e  u n i v e r s i t y ,  t h e  

p r o g r a m  p r o v i d e s  a  I'r e  o n - s i t e  p r i ­

m a r y  c a r e  c l i n i c ,  s c r e e n i n g s  f o r  c o m ­

m o n  c h r o n i c  i l l n e s s e s ,  e r g o n o m i c s  

a s s e s s m e n t s  a n d  f i t n e s s  c e n t e r s .  

E m p l o y e e s  a t t e n d  t h e  u n i v e r s i t y  at 

l u n c h t i m e  c l a s s e s  o r  l e n g t h i e r  s e m i ­

n a r s  o n  s u c h  t o p i c s  a s  h e a l t h  c a r e  c o n ­

s u m e r i s m .  c a r d i o v a s c u l a r  h e a l t h ,  

s t r e s s  a n d  w e i g h t  m a n a g e m e n t  a n d  

c a n c e r  p r e v e n t i o n .  W o r k e r s  u s e  t h e  

" c r e d i t s ”  t h e y  e a r n  t o  r e d u c e  t h e i r  

s h a r e  o f  p r e m i u m  c o n t r i b u t i o n s .

“ T h e  H e a l t h  C a r e  U n i v e r s i t y  g r e w  

o u t  o f  t h e  c o n c e p t  t h a t  c h r o n i c  i l l n e s s  

i s  t h e  k e y  d r i v e r  o f  c o s t s , ”  n o t e s  

D a v i d  I l o r n ,  e x e c u t i v e  d i r e c t o r  o f  c o r ­

p o r a t e  b e n e f i t s  a n d  m e d i c a l  s e r v i c e s .  

" S i n c e  I h e  p r o g r a m  w a s  i m p l e m e n t e d ,  

m e d i c a l  c o s t s  a r e  d o w n ,  d i s a b i l i t y  

e a s e s  a r e  d o w n  a n d  e m p l o y e e s  a r e  

s a t i s f i e d  w i t h  I h e  p e r c e i v e d  v a l u e  o f  

t h e i r  h e a l t h  b e n e f i t s . "

I n d e e d ,  o v e r  a  t h r e e - y e a r  p e r i o d .
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Why patients choose expensive ER care
Self-management programs often save 
money as a result o f more appropriate use of 
sendees, particularly the emergency room, 
but many factors beyond the perception of 
need for immediate care influence a patient's 
decision to go to an ER. One study monitoring 
the use o f hospital ERs during a 24-hour 
period found that 37 percent o f visits were for 
nonurgent conditions. While the researchers 
supported the need to guide patients to an 
appropriate level of treatment, they cautioned 
that the ER is still an important locus o f care 
for those who can't easily be treated 
elsewhere and that differentiating an urgent 
versus a nonurgent condition can be difficult 
without a physical exam.

n=6187

Pationts c ou ld  g ive  m ore  than o n e  reason  (or  their visit. A m bu lan ce  patients 
w ere  not included.  ( P e r c e n ta g e s  d o  not  total exactly due  to rounding.)

S ource :  Adapted  (rom G .P .  You ng ,  MD, et al. Journal ol llw American 
Medical Association. A u g .  1 4 , 1 9 9 6 .

Emergent/urgent condition 39%
Sent by clinician 19%
Tno sick to go elsewhete 6%

Clinical preferences .* %
Get good care in ER 11%

| Get diagnosis and/or treatment 11%

| .N.onfinancial reasons ' i <: .•>£»
Clinic not open at night/can't get off work 11%
Nowhere else to go (or care 11%
No clinic appt./not soon enough 11%
Geographical reasons 8%
Tried to get care elsewhere 4%
Transportation problems 3%
Clinic does not take walk-in patients 3%

| Financial reasons . . »' .* •' ; ■r-- . . iv- *— : iv v. •.acir

No money or insurance 8%
Free or low-cost ER care 4%
Insurance or work requirement 2%
Insurance pays for ER care 1%

t h e  u n i v e r s i t y  c o m p o n e n t  a l o n e  s a v e d  

S 3  f o r  e v e r y  d o l l a r  t h a t  it c o s t .  A c t u a l  

c o v e r e d  h e a l t h  c a r e  e x p e n s e s  a m o n g  

a t t e n d e e s  f e l l  5  p e r c e n t ,  w h i l e  r i s i n g  2  

p e r c e n t  a m o n g  n o n p a r t i c i p a n t s .  P i t n e y  

B o w e s  c r e d i t s  t h e  c l a s s  o n  s e l f - c a r e  

w i t h  c u t t i n g  E R  u s e  b y  o n e - h a l f ,  

a g a i n  y i e l d i n g  a  r e t u r n  o f  a b o u t  t h r e e  

t o  o n e .  A m o n g  e m p l o y e e s  w h o  

a t t e n d e d  a  b e h a v i o r a l  h e a l t h  w o r k ­

s h o p .  m e n t a l  h e a l t h  a n d  c h e m i c a l  

d e p e n d e n c y  c l a i m s  d e c r e a s e d  m o r e  

t h a n  S O  p e r c e n t ,  c o m p a r e d  t o  a  2 5  

p e r c e n t  d r o p  a m o n g  n o n p a r t i c i p a n t s .

C o m p a n i e s  a l r e a d y  r e c o g n i z e d  f o r  

o u t s t a n d i n g  h e a l t h  p r o m o t i o n  p r o ­

g r a m s  h a v e  a l s o  s h o w n  i n t e r e s t  in  s e l f -  

c a r e .  T h e  D u P o n t  C o . ,  W i l m i n g t o n .  

D e l . — w i n n e r  o f  o n e  o f  t h e  v e r y  f i r s t  

K o o p  a w a r d s  i n  1 0 9 2  —  r e c e n t l y  

l a u n c h e d  a  c o n s u m e r  h e a l t h  m a n a g e ­

m e n t  p r o g r a m  a s  p a r t  o f  i t s  c o n v e r s i o n  

t o  a  m a n a g e d  c a r e  p l a n  f o r  i ts  5 2 , 0 0 0  

a c t i v e  e m p l o y e e s  a n d  7 7 . 0 0 0  p e n s i o n ­

e r s .  “ W e  w e r e  i n f l u e n c e d  b y  s e v e n  o r  

e i g h t  p u b l i s h e d  r e p o r t s  s h o w i n g  t h a t  

s e l f - c a r e  b e h a v i o r s  c o u l d  r e d u c e  o f f i c e  

v i s i t s  b y  7  It) 1 5  p e r c e n t . ”  e x p l a i n s

R o b e r t  B e r t e r a ,  s e n i o r  c o n s u l t a n t ,  p r e ­

v e n t i o n  a n d  w e l l n e s s .

O n - s i t e  w o r k s h o p s  s t r e s s  a c t i v e  

i n v o l v e m e n t  in  c a r e  a n d  t r a i n  p a r t i c i ­

p a n t s  t o  e f f e c t i v e l y  u s e  t h e  d e c i s i o n  

g u i d e l i n e s  i n  a  s e l f - m a n a g e m e n t  

h a n d b o o k .  D u P o n t  a u g m e n t s  t h i s  e d u ­

c a t i o n  w i t h  e x t e n s i v e  p r e v e n t i v e  c a r e  

b e n e f i t s .  E m p l o y e e s  h a v e  r e s p o n d e d  

e n t h u s i a s t i c a l l y :  5<S p e r c e n t  o f  w o r k ­

e r s  a n d  2 2  p e r c e n t  o f  r e t i r e e s  t o o k  

p a r t  i n  I h e  i n i t i a l  p h a s e ,  s a y s  M i m i  

K r a m e r ,  a  p r e v e n t i v e  c a r e  c o m p e t e n ­

c y  l e a d e r  at  D u P o n t .  " T h e y  c o m e  o u t  

o f  t h e s e  c l a s s e s  s a y i n g  ' Y e s .  I ’ m  i n  

t h i s ! ’  A n d  t h e y  l e a v e  v e r y  c o n f i d e n t  

a b o u t  u s i n g  t h e  b o o k . "

R e a ch in g  o u t 
to  c o m m u n it ie s
S e l f - c a r e  i n i t i a t i v e s  h a v e  a l s o  s p r e a d  

b e y o n d  i n d i v i d u a l  c o m p a n i e s  l o  

e n t i r e  c o m m u n i t i e s .  O n e  o f  t h e  l e a d ­

e r s  i s  t h e  H e a l t l n v i s c  C o m m u n i t i e s  

P r o j e c t ,  w h i c h  w a s  l a u n c h e d  l a s t  

s p r i n g  w i t h  a  g o a l  o f  m a k i n g  t h e

2 7 S . 0 0 0  r e s i d e n t s  o f  t h e  f o u r  c o u n t i e s  

s u r r o u n d i n g  B o i s e .  I d a h o  — a b o u t

o n e - f o u r t h  o f  I h e  s t a t e ' s  p o p u l a t i o n —  

t h e  " b e s t  i n f o r m e d  m e d i c a l  c o n ­

s u m e r s  in  t h e  w o r l d . "

T h e  p r o j e c t ,  i n s p i r e d  i n  I D S K  b y  

D o n a l d  K e m p e r ,  p r e s i d e n t  o f  H e a l t h -  

w i s e ,  I n c . .  l it is  d r a w n  o n  w i d e s p r e a d  

s u p p o r t  f r o m  c o m m u n i t y  l e a d e r s  a n d  

f u n d i n g  b y  t h e  R o b e r t  W o o d  J o h n s o n  

F o u n d a t i o n .  B l u e  C r o s s  o f  I d a h o .  

M S B  B l u e  S h i e l d  o f  I d a h o ,  a r e a  h o s ­

p i t a l s  a n d  l o c a l  e m p l o y e r s .

E a c h  o f  a b o u t  1 2 5 . 0 0 0  f a m i l i e s  w a s  

g i v e n  a  H e a l t l n v i s c  s e l f - c a r e  g u i d e  

a n d  f r e e  a c c e s s  t o  a  n u r s e  a d v i c e  l i n e .  

F o r t y  h e a l t h  i n f o r m a t i o n  s t a t i o n s  w e r e  

s e t  u p  at  a r e a  w o r k s i t e s ,  h o s p i t a l s  a n d  

l i b r a r i e s ,  u s i n g  a  l l c a l t l n v i s e  s o f t w a r e  

p r o g r a m  t h a t  c o v e r s  m o r e  t h a n  I S O  

h e a l t h - r e l a t e d  t o p i c s .  O r g a n i z e d  

a r o u n d  s y m p t o m s ,  t h e  s o f t w a r e  w a l k s  

c o n s u m e r s  t h r o u g h  t h e  s e v e r i t y  a n d  

u r g e n c y  o f  s p e c i f i c  c o n d i t i o n s  a n d  

g u i d e s  t h e m  t o  t h e  n e x t  c o u r s e  o f  

a c t i o n .

" W e  d o n ' t  t e l l  i n d i v i d u a l s  w h a t  t o  

d o . ”  e m p h a s i z e s  C i n d y  K r i e g .  d i r e c t o r  

o f  c o m m u n i c a t i o n  a n d  i n t e r n a t i o n a l  

m a r k e t i n g  a l  l l e a l t h w i s e .  " W e  p r o ­
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v i d e  i n f o r m a t i o n  f o r  s h a r e d  d e c i s i o n  

m a k i n g  w i t h  t h e i r  p r o v i d e r s . ”

A r e a  h e a l t h  c a r e  p r o f e s s i o n a l s  h a v e  

a l s o  r e c e i v e d  t r a i n i n g  a s  p a r t  o f  t h e  

s e l f - c a r e  p r o g r a m .  “ D o c t o r s  a n d  n u r s ­

e s  h a v e  t o  b e  s u p p o r t i v e , "  K r i e g  s a y s ,  

" i f  p e o p l e  a r e  t o  s t e p  f o r w a r d ,  a s k  

q u e s t i o n s  a n d  m o v e  u p  t h e  c o n t i n u u m  

t o  b e c o m i n g  a  p a r t n e r . "

K a i s e r ' s  S o b e l  a g r e e s  o n  b o t h  

c o u n t s ,  b a s e d  o n  t h e  H M O ' s  e x p e r i ­

e n c e  w i t h  a  p r o g r a m  i n v o l v i n g  1 . 2  

m i l l i o n  h o u s e h o l d s .  “ A s  w e  p l a n n e d  

o u r  s e l f - c a r e  p r o g r a m ,  w e  l i s t e n e d  t o  

m e m b e r s ,  w h o  s a i d  t h a t  t h e  m o s t  

i m p o r t a n t  a s p e c t  f o r  t h e m  w a s  t h a t  

p r o v i d e r s  r e i n f o r c e  t h e  u s e  o f  t h e  

h a n d b o o k  a n d  t h a t  it w a s  a n  a d d i t i o n ­

a l  r e s o u r c e  — n o t  a  s u b s t i t u t e — f o r  

c a r e . "  s a y s  S o b e l .  “ T h i s  g u i d e d  t h e  

e d u c a t i o n  f o r  o u r  e n t i r e  s t a f f :  p h y s i ­

c i a n s ,  n u r s e s ,  p h a r m a c i s t s . "

E a r l y  r e s u l t s  s u g g e s t  t h a t  m e m b e r s  

a r e  g r o w i n g  m o r e  c o n f i d e n t  a b o u t  

t h e i r  h e a l t h  c a r e  d e c i s i o n - m a k i n g  

s k i l l s  a n d  t h a t  K a i s e r  s t a f f  m e m b e r s  

a r e  s a t i s f i e d  .■ itl i  t h e  r e s u l t s  a s  w e l l .

B r u c e  G o l d b e r g ,  M D .  w h o  i s  

d i r e c t o r  o f  t h e  h e a l t h  e d u c a t i o n  a n d  

t r a i n i n g  c e n t e r  a t  t h e  O r e g o n  H e a l t h  

S c i e n c e s  U n i v e r s i t y  S c h o o l  o f  M e d i ­

c i n e  a n d  a s s o c i a t e  m e d i c a l  d i r e c t o r  o f  

t h e  M e d i c a i d  m a n a g e d  c a r e  p l a n  

C a r e O r e g o n .  s e e s  s i m i l a r  a c c e p t a n c e  

a m o n g  p h y s i c i a n s .  " A s  a  p r a c t i t i o n e r ,  

it h e l p s  t r e m e n d o u s l y . "  h e  s a y s ,  " a n d  

a l l o w s  p a t i e n t s  t o  a s k  b e t t e r  q u e s t i o n s  

a n d  p a r t i c i p a t e  i n  c a r e . ”

I s  t h e r e  a  d a n g e r  t h a t  c o n s u m e r s  

w i l l  b e c o m e  o v e r c o n f i d e n t  a n d  s t a r t  

t o  s e l f - m e d i c a t e ?  " T h e r e ’ s  a l w a y s  a  

r i s k  o f  u n i n t e n t i o n a l  o u t c o m e s . "  

G o l d b e r g  a d m i t s ,  “ b u t  y o u  c a n  a l s o  

s e e  s e l f - c a r e  a s  c o u n t e r a c t i n g  s e l f -  

m e d i c a t i o n  m e s s a g e s  f r o m  a d v e r t i s ­

e r s .  b e c a u s e  i t ' s  n o t  t h e r e  t o  s e l l  a  

p r o d u c t  o r  t h e r a p y . "

T h e  hum an  fa c to r
A  b a s i c  p r i n c i p l e  o f  e n g i n e e r i n g  

b e h a v i o r  c h a n g e  i s  t h a t  i n f o r m a t i o n  

a l o n e  w o n ' t  d o  t h e  j o b .  It m u s t  b e  

r e i n f o r c e d  b y  m o t i v a t i o n ,  r o l e  m o d e l s  

a n d  a  b e l i e f  t h a t  t h e  i n d i v i d u a l ’ s

e f f o r t s  w i l l  p a y  o f f .  H e a l t h  e d u c a t o r s  

a r e  t h e r e f o r e  e x c i t e d  th a t  s e l f - c a r e  p r o ­

g r a m s  h e l p  c o n s u m e r s  d e v e l o p  " p e r ­

s o n a l  s e l f - e f f i c a c y "  — I h e  c o n f i d e n c e  

t h a t  t h e y  a r e  c a p a b l e  o f  t a k i n g  a c t i o n s  

th a t  i m p r o v e  t h e i r  p h y s i c a l  a n d  m e n t a l  

h e a l t h .  T h e  p o t e n t i a l  f o r  s e l f - e f f i c a c y  

l o  m o t i v a t e  l o n g - t e r m  p a t i e n t  c o m p l i ­

a n c e  h a s  b e e n  d e m o n s t r a t e d  i n  p r o ­

g r a m s  f o r  t h o s e  w i t h  c h r o n i c  i l l n e s s e s  

s u c h  a s  a r t h r i t i s ,  d i a b e t e s  a n d  h i g h  

c h o l e s t e r o l .  T h e  m o s t  s u c c e s s f u l  h a v e  

p a i d  c l o s e  a t t e n t i o n  t o  p a t i e n t s ’ 

t h o u g h t s ,  m o o d s ,  s e n s e  o f  s o c i a l  i s o l a ­

t i o n  a n d  o t h e r  p s y c h o s o c i a l  f a c t o r s .

K a i s e r  r e c e n t l y  c o m p l e t e d  a  f i v e -  

y e a r  s t u d y  t h a t  a d d r e s s e d  t h e  p s y ­

c h o s o c i a l  f a c t o r s  s u r r o u n d i n g  c h r o n i c  

i l l n e s s .  M o r e  t h a n  1 , 0 0 0  p a t i e n t s  w e r e  

t a u g h t  a  c o r e  s e t  o f  c o g n i t i v e - b e h a v ­

i o r a l  s k i l l s  l h a t  i n c l u d e d  c h a n g i n g  p e s ­

s i m i s t i c  s e l f - t a l k ,  c u l t i v a t i n g  o p t i ­

m i s m ,  l e a r n i n g  t o  r e l a x  a n d  c o m m u n i ­

c a t i n g  f e e l i n g s  m o r e  c l e a r l y .  T h e y  m e t  

r e g u l a r l y  i n  s t r u c t u r e d  s m a l l  g r o u p s  

l e d  b y  l a y  l e a d e r s ,  m a n y  o f  w h o m  h a d  

c h r o n i c  i l l n e s s e s  t h e m s e l v e s .

S o b e l  s a y s  t h a t  t h e  t r a i n i n g  a n d  

r e i n f o r c e m e n t  i m p r o v e d  p a t i e n t s ’ 

f u n c t i o n a l  s t a t u s  a n d  b o o s t e d  t h e i r  

c o n f i d e n c e  t h a t  t h e y  c o u l d  m a n a g e  

t h e i r  i l l n e s s .  T h e  d a t a  a l s o  s u g g e s t  a  

t r e n d  t o w a r d  l e s s  d e p e n d e n c e  a n d  

n e e d  f o r  h e a l t h  c a r e  s e r v i c e s ,  i n c l u d ­

i n g  h o s p i t a l i z a t i o n .  “ W h a t  h e l p s  a  

p a t i e n t  t h e  m o s t  i s  t h e  f e e l i n g  t h a t  

‘ I ’ m  i n  c o n t r o l  ” ’  s a y s  S o b e l .  “ N o l  

o n l y  d o  h e a l t h  b e h a v i o r s  i m p r o v e ,  b u t  

t h e  p a t i e n t s  h a v e  t in  o p p o r t u n i t y  l o  

s h a r e  a n d  l o  h e l p  o t h e r s .  T h i s  r e d u c e s  

t h e  s e n s e  o f  i s o l a t i o n . "

T h e  M i n n e a p o l i s - b a s e d  O p i u m  

D i v i s i o n  o f  U n i t e d  H e a l t h C a r e  h a s  

h a d  s i m i l a r  e x p e r i e n c e  e x p l i c i t l y  t a r ­

g e t i n g  p s y c h o s o c i a l  c o m p o n e n t s  in  

p r o g r a m s  it c r e a t e s  f o r  e m p l o y e r s  a n d  

h e a l t h  p l a n s .  " W e ’ v e  f o u n d  l h a t  a  s i g ­

n i f i c a n t  a m o u n t  o f  n o n d i s e a s e - b a s e d  

f a c t o r s  i n f l u e n c e  p a t i e n t s '  h e a l t h  c a r e  

u t i l i z a t i o n , "  s a y s  v i c e  p r e s i d e n t  o f  

b u s i n e s s  s e r v i c e s  P h i l i p  D e l l ,  " a n d  

t h e i r  p h y s i c i a n s  m a y  n o l  b e  a b l e  t o  

h e l p  t h e m  o n  a n  i n t e g r a t e d  b a s i s . "  

O p i u m  o f f e r s  a  p r o g r a m  l h a t  g i v e s

p a t i e n t s  a c c e s s  t o  b o t h  a  r e g i s t e r e d  

n u r s e  a n d  a  m e n t a l  h e a l t h  c o u n s e l o r  

t h r o u g h  a  2 4 - h o u r  h e a l t h  a d v i c e  l i n e .

C o n s u m e r  h ea lth  = 
c o n s u m e r  p o w e r ?
T h e  p h r a s e  s e l f - e f f i c a c y  e c h o e s  e a r l i e r  

a n d  o n g o i n g  c a m p a i g n s  f o r  “ p a t i e n t  

e m p o w e r m e n t . ’ ’  a n d  t h e  t w i n  c o n c e p t s  

r a i s e  a n  i m p o r t a n t  q u e s t i o n :  W i l l  m o r e  

i n f o r m e d  a n d  m o r e  c o n f i d e n t  c o n ­

s u m e r s  n o t  o n l y  m a n a g e  t h e i r  o w n  

h e a l t h  b u t  l a k e  a  m o r e  a c t i v e  r o l e  i n  

r e s t r u c t u r i n g  t h e  e n t i r e  d e l i v e r y  s y s t e m ?

A  r e s o u n d i n g  " Y e s "  i s  h e a r d  f r o m  

D w i g h t  M c N e i l l ,  f o u n d i n g  c h a i r m a n  

o f  t h e  F o u n d a t i o n  f o r  A c c o u n t a b i l i t y  

a n d  n o w  p r e s i d e n t  o f  W a y P o i n t .  I n c . .  

i n  B a r r i n g t o n .  R . I .  “ W e ’ v e  n e v e r  

u n c o r k e d  t h e  p o t e n t i a l  o f  t h e  p a t i e n t  t o  

h e l p  d r i v e  t h e  s y s t e m . "  s a y s  M c N e i l l .  

" T h e  c o n s u m e r  w a s  r e l e g a t e d  t o  t h e  

b a c k  r o o m .  I t ’ s  t i m e  l o  c h a n g e  t h e  

u n d e r l y i n g  a s s u m p t i o n s . "

S o b e l .  t o o ,  e n v i s i o n s  a  m u c h  b r o a d ­

e r  r o l e  f o r  c o n s u m e r s :  " W e  a r e  n o w  

s e e i n g  a  b i g  c u l t u r a l  s h i l l  f r o m  v i e w ­

i n g  p a t i e n t s  a s  p a s s i v e  t o  r e a l i z i n g  t h a t  

t h r o u g h  t h e  d e c i s i o n s  t h e y  m a k e ,  

p a t i e n t s  d o n ’ t j u s t  ’ g e t ’ h e a l t h  c a r e .  

T h e y  p r o d u c e  i t . "  H e  a d d s ,  " S e l f - m a n ­

a g e m e n t  s t r a t e g i e s  a r e  ‘ w i n - w i n -  

w  i n ’ — f o r  e m p l o y e r s  b e c a u s e  o f  l o w e i  

c o s t s ,  f o r  p a t i e n t s  b e c a u s e  t h e y ’ r e  g e l ­

l i n g  m o r e  a p p r o p r i a t e  c a r e  a n d  f o r  

h e a l t h  c a r e  o r g a n i z a t i o n s  b e c a u s e  

t h e y ’ r e  n o l  w a s t i n g  r e s o u r c e s . ”

I s  s e l f - c a r e  a  p a s s i n g  f a d  o r  a n  

e n d u r i n g  f o r c e ?  E m p l o y e r s  m a y  b e  t h e  

d e c i s i v e  f a c t o r .  C o n s i d e r  h o w  t h e i r  

r e t h i n k i n g  o f  p e n s i o n  f u n d i n g  h a s  

r e s h a p e d  t h e  i n v e s t m e n t  l a n d s c a p e .  

T h e  s h i f t  f r o m  d e f i n e d - b c n e f i l  t o  

d e f i n c d - c o n t r i b u t i n n  r e t i r e m e n t  p l a n s  

h a s  p u m p e d  b i l l i o n s  o f  d o l l a r s  i n t o  

m u t u a l  f u n d s  a n d  m a d e  t h e  s m a l l  

i n v e s t o r  a  b i g  p l a y e r  in  t h e  m a r k e t .  S o .  

t o o .  a  f u l l  p a r t n e r s h i p  b e t w e e n  p a t i e n t s ,  

p r o v i d e r s  a n d  p u r c h a s e r s  c o u l d  b r i n g  

a b o u t  r a d i c a l — a n d  m o s t  l i k e l y  p r o d u c ­

t i v e — c h a n g e s  in  h e a l t h  c a r e  d e l i v e r y .

Emil Vemarec is a senior editor 
wilh B u s i n e s s  &  H e a l t h .
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B y  Ju lie  R o v n e r

With the n um be r o f 
un insured a t 40 million 

an d  counting, the 
perils o f b u ck  p a ss in g  
be tw een  the pub lic 
an d  private se c to rs  

are c leare r eve ry  day.

c m c n i b c r  t h e  u n i n s u r e d ?  

C o n c e r n  a b o u t  t h e  e s t i m a t e d  

3 7  m i l l i o n  A m e r i c a n s  w i t h ­

o u t  h e a l t h  i n s u r a n c e ,  a l o n g  

w i t h  w o r r i e s  a b o u t  s p i r a l i n g  h e a l t h  

c o s t s ,  e n e r g i z e d  t h e  u n s u c c e s s f u l  

e f f o r t  t o  r e m a k e  t h e  n a t i o n ' s  

h e a l t h  c a r e  s y s t e m  i n  1 9 9 3 - 9 4 .

S i n c e  t h e n ,  h e a l t h  c a r e  i n f l a t i o n  

h a s  s l o w e d ,  b u t  t h e  n u m b e r  o f  u n i n ­

s u r e d  A m e r i c a n s  h a s  c o n t i n u e d  t o  

g r o w — t o  a n  e s t i m a t e d  4 0 . 3  m i l l i o n  in 

1 9 9 5 .  a c c o r d i n g  t o  U . S .  C e n s u s  B u r e a u  

s t a t i s t i c s  c o m p i l e d  b y  t h e  E m p l o y e e  

B e n e f i t  R e s e a r c h  I n s t i t u t e  ( E B R D .

Y e t  t a l k i n g  a b o u t  t h e  u n i n s u r e d  h a s  

f a l l e n  v e r y  m u c h  o u t  o f  f a s h i o n .  " T h e  

m e d i a  d e c i d e d  n o t  t o  d i s c u s s  it  a m  -  

m o r e . "  s a y s  P r i n c e t o n  h e a l t h  e c o n o ­

m i s t  U w e  R e i n h a r d t ,  w h o  c o m p a r e s  

t h e  f l u r r y  o f  p u b l i c  w o r r y  a b o u t  t h e  

u n i n s u r e d  in  t h e  l a t e  1 9 8 0 s  t o  t h e  p u b ­

l i c  c o n c e r n  o v e r  g e n i t a l  h e r p e s  e a r l i e r  

in  t h a t  d e c a d e .  In  n e i t h e r  e a s e  w a s  t h e  

p r o b l e m  s o l v e d ,  h e  n o t e s .  " W e  g o t  

t i r e d  o f  t a l k i n g  a b o u t  i t .  s o  t h e  p r o b ­

l e m  d i s a p p e a r e d . "

N e v e r t h e l e s s ,  b y  n e a r l y  e v e r y  i n d i ­

c a t o r  t h e  p r o b l e m  o f  t h e  u n i n s u r e d  i s  

g e t t i n g  w o r s e .  T h e  p r o p o r t i o n  o f  

A m e r i c a n s  u n d e r  a g e  6 5  w i t h o u t  c o v ­

e r a g e  ( v i r t u a l l y  a l l  o l d e r  c i t i / e n s  a r e  

c o v e r e d  b y  M e d i c a r e )  r o s e  f r o m  1 5

T h e  u n i n s u r e d :

A n  A m e r ic a n  
t im e  b o m b

p e r c e n t  i n  1 9 8 8  l o  o v e r  1 7  p e r c e n t  

in  1 9 9 5 ,  a c c o r d i n g  l o  E B R I .  A n d  

w h i l e  t r e n d s  h a v e  m o d e r a t e d  

s o m e w h a t  i n  t h e  p a s t  t h r e e  y e a r s ,  t h e  

m a j o r  e r o s i o n  h a s  c o m e  o n  t h e  p r i v a t e  

s i d e .  T h e  p r o p o r t i o n  o f  A m e r i c a n s  

i t l t  e m p l o y e r - b a s e d  c o v e r a g e  

d r o p p e d  n e a r l y  6  p o i n t s  t o  6 4  p e r c e n t  

b e t w e e n  1 9 8 8  a n d  1 9 9 5 .

T h e  o n l y  r e a s o n  t h e  p r o b l e m  d i d  

n o t  g e l  e v e n  w o r s e  i s  t h a t  t h e  p e r ­

c e n t a g e  o f  p e o p l e  c o v e r e d  b y  p u b l i c  

p r o g r a m s  g r e w  f r o m  1 3  p e r c e n t  l o  1 7  

p e r c e n t  o v e r  t h e  s a m e  l i m e  p e r i o d .  

C u r r e n t  c o n g r e s s i o n a l  p r o p o s a l s  t o  

s l o w  M e d i c a r e  i n f l a t i o n  a r e  u n l i k e l y

t o  s w e l l  t h e  r a n k s  o f  t h e  

u n i n s u r e d  i n  t h e  f u t u r e ,  

s i n c e  m o s t  a d d r e s s  t h e  

l e v e l  o f  b e n e f i t s  r a t h e r  

t h a n  w h o  w i l l  b e  c o v ­

e r e d .  B u t  p o l i c y  a n a l y s t s  

h a v e  c a u t i o n e d  t h a t  m o s t  

o f  t h e  p l a n s  t o  c u t  M e d i c a i d  s p e n d ­

i n g  w o u l d  a l m o s t  i n e v i t a b l y  r e s u l t  i n  

f e w e r  p e o p l e  b e i n g  c o v e r e d .

M e d i c a i d  c o v e r a g e  h a s  b e e n  p a r t i c ­

u l a r l y  i m p o r t a n t  f o r  c h i l d r e n .  Y e t  

e v e n  t h o u g h  C o n g r e s s  i n  t h e  l a t e  

1 9 8 0 s  a n d  e a r l y  ’ 9 0 s  r e q u i r e d  s l a t e s  

l o  c o v e r  m a n y  p o o r  c h i l d r e n ,  t h e
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n u m b e r  o f  u n i n s u r e d  y o u n g s t e r s  i s  

s t i l l  g r o w i n g  f a s t e r  t h a n  t h e  p o p u l a ­

t i o n  a s  a  w h o l e .

I n  1 9 9 4 ,  a c c o r d i n g  t o  t h e  G e n e r a l  

A c c o u n t i n g  O f f i c e  ( G A O ) ,  t h e  p e r ­

c e n t a g e  o f  u n i n s u r e d  c h i l d r e n  r e a c h e d  

i t s  h i g h e s t  l e v e l  s i n c e  1 9 8 7 — 1 4  p e r ­

c e n t  o f  a ' l  t h o s e  u n d e r  a g e  1 8 .  a b o u t  

1 0  m i l l i o n  c h i l d r e n .  A l  t h e  s a m e  

l i m e ,  t h e  n u m b e r  w i t h  p r i v a t e  c o v e r ­

a g e  d r o p p e d  t o  a n  e i g h l - y c a r  l o w  o f  

4 6  m i l l i o n ,  o r  a b o u t  6 6  p e r c e n t .

M o r e  o m i n o u s  s t i l l  i s  t h a t  c o v e r a g e  

d e c r e a s e d  in  I ‘ - 9 4  e v e n  t h o u g h  m o r e  

c h i l d r e n  w e r e  i n  f a m i l i e s  i n  w h i c h  a n  

a d u l t  w o r k e d  f u l l  t i m e .  A  s e p a r a t e  

a n a l y s i s  b y  t h e  L c w i n  G r o u p ,  I n c . .  a  

h e a l t h  c a r e  c o n s u l t i n g  f i r m ,  c o n c l u d e d  

t h a t  e m p l o y e r  p r e m i u m  i n c r e a s e s  f o r  

f a m i l y  c o v e r a g e  m a y  h a v e  m a d e  i n s u r ­

a n c e  p r o h i b i t i v e l y  e x p e n s i v e  f o r  m a n y .

O m in ou s  s ig n s
E v e n  l e s s  v i s i b l e  h a s  b e e n  t h e  r i s e  o f  

t h e  ‘ ‘ u n d e r i n s u r e d . '  t h o s e  w h o  h a v e  

i n s u r a n c e  y e t  r e m a i n  a t  r i s k  f o r  h a v ­

i n g  l o  s p e n d  m o r e  t h a n  1 0  p e r c e n t  o f  

t h e i r  i n c o m e  o n  a  m a j o r  m e d i c a l  

e v e n t .  B e t w e e n  1 9 7 7  a n d  1 9 8 7 .  t h e  

n u m b e r  o f  u n d e r i n s u r e d  A m e r i c a n s  

m u l c t  a g e  6 5  g r e w  b y  h a l f ,  l o  a n  e s t i ­

m a t e d  2 9  m i l l i o n .

P a m e l a  F a r l e y  S h o r t ,  a  r e s e a r c h e r  

w i l h  t h e  R A N D  C o r p . .  t h e o r i z e s  t h a t  

m a m g e d  c a r c  m a y  h a v e  a m e l i o r a t e d  

t h e  p r o b l e m  b y  o f f e r i n g  c o m p r e h e n ­

s i v e  b e n e f i t s  a n d  c a p p e d  o u t - o f -  

p o c k e t  p a y m e n t s ,  b u t  it c o u l d  e n d  u p  

c a u s i n g  a  n e w  f o r m  o f  u n d e r i n s u r ­

a n c e .  ‘ ‘ I n s t e a d  o f  d i s c o v e r i n g  t h a t  

y o u  h a v e  a  l i f e t i m e  l i m i t ,  y o u  m a y  

d i s c o v e r  l h a l  y o u r  H M O  i s  n o t  

i n c l i n e d  t o  c o v e r  c e r t a i n  s u r g i c a l  p r o ­

c e d u r e s . "  n o t e s  S h o r t ,  w h o  p u b l i s h e d  

m a j o r  s t u d i e s  o n  t h e  s u b j e c t  in  1 9 8 5  

a n d  a g a i n  in  1 9 9 5 .

S h o r t  s a y s  l h a t  o n e  o f  t h e  b i g g e s t  

d a n g e r s  o f  u n d e r i n s u r a n c e  i s  t h a t  it i s  

s o  i n s i d i o u s ,  " M o s t  p e o p l e  w h o  I 

w o u l d  c a l l  u n d e r i n s u r e d  p r o b a b l y  

d o n ' t  k n o w . "  s h e  s ” y s .  " I f  y o u  a s k  

t h e m  q u e s t i o n s  a n d  t h e n  y o u  g e l  t h e i r  

i n s u r a n c e  a n d  c o m p a r e ,  y o u  f i n d  o u t  

l h a t  t h e y  d o n ' t  h a v e  it c l u e . "

I n d e e d ,  t h e r e  a r e  o m e n s  t h a t  t h e  

p r o b l e m  o f  t h e  u n i n s u r e d  w i l l  o n l y  

d e e p e n .  In  a  r e c e n t  s u r v e y  o f  b u s i n e s s  

o w n e r s  b y  t h e  W a s h i n g t o n .  D . C . - b a s e d  

E c o n o m i c  n n d  S o c i a l  R e s e a r c h  I n s t i ­

t u t e  ( E S R I ) .  a  s i g n i f i c a n t  p r o p o r t i o n  o f  

r e s p o n d e n t s  s a i d  e m p l o y e r s  o u g h t  t o  

p a y  o n l y  h a l f  o f  t h e i r  w o r k e r s ’  p r e m i ­

u m .  a n d  t h a t  t h e i r  c o n t r i b u t i o n  f o r  

d e p e n d e n t s  s h o u l d  b e  e v e n  l e s s .

E m p l o y e r s  c u r r e n t l y  p a y  a n  a v e r ­

a g e  o f  7 5  p e r c e n t  o f  p r e m i u m s  f o r  

w o r k e r s  a n d  d e p e n d e n t s  a l i k e .

" T h e  f a c t  t h a t  h a l f  t h e  n a t i o n ' s  

e m p l o y e r s  t h i n k  t h a t  i t ' s  a p p r o p r i a t e  

t o  p a y  l e s s  f o r  f a m i l y  m e m b e r s  t h a n  

f o r  i h e  w o r k e r  t r o u b l e s  m e , "  s a y s  

J a c k  M e y e r ,  l e a d  a u t h o r  o f  t h e  s t u d y  

a n d  E S R I  p r e s i d e n t .  H e ' s  e s p e c i a l l y  

c o n c e r n e d  a b o u t  t h o s e  a t  t h e  l o w e r  

e n d  o f  t h e  i n c o m e  s c a l e ,  a s k i n g  

" H o w  d o e s  a  w o r k e r  w i t h  a  f a m i l y  

w i t h  a n  i n c o m e  o f  $ 2 ( ) . ( ) ( ) ( ) - S 2 5 . 0 ( ) 0  

p a y  h a l f  o f  i t s  p r e m i u m ? "

A t  t h e  s a m e  t i m e  t h a t  b u s i n e s s  i s  

l o o k i n g  t o  r e d u c e  i t s  h e a l t h  c a r e  

s p e n d i n g ,  s o  i s  t h e  g o v e r n m e n t ,  e s p e ­

c i a l l y  w h e n  i t  c o m e s  t o  t h e  h u g e  

M e d i c a r e  a n d  M e d i c a i d  p r o g r a m s .

M e d i c a i d ,  i n  p a r t i c u l a r ,  h a s  c u s h ­

i o n e d  t h e  t r e n d  a w a y  f r o m  e m p l o y e r  

c o v e r a g e ,  s a y s  G e o r g e t o w n  U n i v e r s i t y  

p o l i c y  a n a l y s t  J u d i t h  F e d o r .  " H a d  it 

n o l  b e e n  f o r  M e d i c a i d  e x p a n s i o n s  f o l ­

l o w  - i n c o m e  m o m s  a n d  k i d s  d u r i n g  t h e  

r e c e s s i o n ,  w e  w o u l d  h a v e  s e e n  a  m u c h  

l a r g e r  i n c r e a s e  in  t h e  p o p u l a t i o n  w i t h ­

o u t  i n s u r a n c e . "  s a y s  F e d e r .  a  f o r m e r  

C l i n t o n  a d m i n i s t r a t i o n  h e a l t h  o f f i c i a l .  

Y e t  i f  M e d i c a i d  r e d u c t i o n s  c o m e  o n  

t o p  o f  r e d u c e d  e m p l o y e r  c o v e r a g e ,  

I ' e d c r  p r e d i c t s .  " W e  w i l l  s e e  d r a m a t i c  

i n c r e a s e s  in  t h e  n u m b e r s  o f  p e o p l e  

w i t h o u t  i n s u r a n c e  a t  t h e  s a m e  t i m e  

t h a t  w e  w i l l  s e e  s u b s t a n t i a l  r e d u c t i o n s  

in  r e s o u r c e s  : , • ■ ■ c a r e . "

W h y  d o e s  th e  n u m b er  
o f  u n in su red  m a tte r?
B e y o n d  t h e  m o r a l  q u e s t i o n  o f  w h e t h e r  

o r  n o t  a c c e s s  l o  h e a l t h  c a r e  i s  a  r i g h t ,  

t h e  u n i n s u r e d  h a v e  a  s i g n i f i c a n t  

i m p a c t  o n  t h e  o p e r a t i o n  o f  t h e  

n a t i o n ' s  h e a l t h  c a r e  d e l i v e r y  s y s t e m .

U n t i l  n o w .  t h e y  w e r e  a t  l e a s t  a b l e  t o  

r e c e i v e  e m e r g e n c y  h o s p i t a l  c a r e ,  w i t h  

t h e  b i l l  p i c k e d  u p  c i t h e r  b y  p u b l i c  

p r o g r a m s ,  b y  n o t - f o r - p r o f i t  h o s p i t a l s  

t h a t  p r o v i d e d  c h a r i l y  c a r e  its  p a r t  o f  

t h e i r  c o m m u n i t y  m i s s i o n s  o r  b y  ‘ c o s t -  

s h i f t i n g "  t h a t  i n f l a t e d  b i l l s  f o r  i n s u r e d  

p a t i e n t s .  B u t  a l l  t h o s e  s o u r c e s  a r e  d r y ­

i n g  u p  s i m u l t a n e o u s l y ,  w i t h  t h e  g o v ­

e r n m e n t  l o o k i n g  t o  b a l a n c e  t h e  b u d ­

g e t .  p a y e r s  d r i v i n g  h a r d e r  p r i c e  b a r ­

g a i n s  a n d  f o r - p r o f i t  h o s p i t a l  c h a i n s  

l e s s e n i n g  t h e  s u p p l y  o f  c h a r i t y  c a r e .  

A s  a  r e s u l t ,  F e d e r  a s s e r t s ,  " W e  n o w  

h a v e  a  re t i l  t h r e a t  t o  a c c e s s  t o  c a r e . "

A t  s o m e  p o i n t ,  p r e d i c t s  B r a n d e i s  

U n i v e r s i t y  h e a l t h  p o l i c y  p r o f e s s o r  S t u ­

ar t  A l t m a n ,  t h e  c o n s e q u e n c e s  w i l l  b e  

f e l t  b y  e v e r y o n e .  I f  f u n d i n g  d i s a p ­

p e a r s ,  b u t  " h o s p i t a l s  a n d  m e d i c a l  s y s ­

t e m s  a r c  f o r c e d  t o  s t i l l  p r o v i d e  s e r ­

v i c e s — e i t h e r  b e c a u s e  t h e y  l e g a l l y  

h a v e  l o  d o  i t .  o r  b e c a u s e  t h e y  m o r a l l y  

f e e l  t h e  n e e d  t o  d o  it — t h e n  w h a t  h a p ­

p e n s  t o  t h e  d e l i v e r y  s y s t e m  f o r  t h o s e  

o f  u s  w h o  a r e  w e l l - i n s u r e d ? "  a s k s  A l t ­

m a n .  i f  p r o v i d e r s  “ g e l  t o  t h e  p o i n t  

v  h e r e  t h e y ’ r e  j u s t  i n c u r r i n g  c o s t s  t h a t  

t h e y  a r e n ' t  g e t t i n g  p a i d  f o r .  t h e y  h a v e  

t o  m a k e  u p  f o r  i t .  s o  t h e y  r e d u c e  

a c c e s s  a n d  q u a l i t y  t o  t h e  p e o p l e  w h o  

c a n  p a y  a s  w e l l  a s  t o  t h o s e  w h o  c a n ' t . "

T h o m a s  C h a p m a n ,  f o r m e r  C E O  o f  

t h e  G e o r g e  W a s h i n g t o n  U n i v e r s i t y  

H o s p i t a l ,  w a r n s  t h a t  t h e  d a y  t h e  

i n s u r e d  p o p u l a t i o n  b e g i n s  t o  f e e l  t h e  

e f f e c t s  i s  n e a r i n g .  " W e ' r e  g o i n g  t o  

s t a r t  s e e i n g  s o m e  p r e s t i g i o u s  i n s t i t u ­

t i o n s  s t u m b l e . "  h e  s a y s .  " T h e n  t h e r e ' s  

g o i n g  t o  b e  a  l o c a l  r e s p o n s e ,  a t  t h e  

v e r y  l e a s t  a n  a c k n o w l e d g m e n t  t h a t  

s o m e t h i n g  n e e d s  t o  b e  d o n e . "

B u t  p a y  i n g  f o r  u n c o m p e n s a t e d  h o s p i ­

ta l  c a r e  b e g s  t h e  q u e s t i o n  o f  n e  - f o r  

i n s u r a n c e .  " T h e  n o t i o n  th at  w e  c u n  r e l y  

o n  u n c o m p e n s a t e d  h o s p i t a l  c a r e  b y  v o l ­

u n t a r y  f a c i l i t i e s  th a t  f e  ! l i k e  it at  t h e  

m o m e n t  i s  h a r d l y  a  w a y  t o  d e a l  w i t h  t h e  

p r o b l e m . "  s a y s  S a r a  R o s e n b a u m ,  d i r e c ­

t o r  o f  G e o r g e  W a s h i n g t o n  U n i v e r s i t y ' s  

C e n t e r  f o r  I l e a l t h  P o l i c y  R e s e a r c h .

P a u l  N n n n i s .  c o m m i s s i o n e r  o f  

h e a l t h  f o r  t h e  c i t y  o f  M i l w a u k e e ,  

a g r e e s :  " T h e  s a f e l y  n e t  w i l l  n e v e r
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Shrinking the employer-based insurance blanket
The growth in the number of 
uninsured Americans—about 
40 million individuals in 1995— 
shows no signs of reversing. 
Contributing to the slide are 
businesses cutting costs 
through downsizing and 
shifting toward temporary 
or part-time workforces. 
According to the Employee 
Benefit Research Institute, the 
percentage of Americans with 
employer-based coverage 
dropped from about 70 
percent to 64 percent 
between 1988 and 1995. An 
American Hospital Association 
estimate projects that by the 
year 2002, the percentage of 
workers and their families 
covered by employers may 
decline to about 50 percent.

69.5% E m ployer-based  co v e ra g e  is slipp ing

S ource :  E m p loyee  Benefil R e s e a rc h  Institute.

r e p l a c e  t h e  f u n d a m e n t a l  n e e d s — p e o ­

p l e  n e e d  i n s u r a n c e  a n d  t h e r e  n e e d  t o  

h e  p l a c e s  t o  g o  t o  u s e  t h a t  i n s u r a n c e .  

P e o p l e  w h o  l a n d  i n  t h e  h o s p i t a l  s a f e ­

t y  n e t  a r e  t r e a t e d .  N a n n i s  s a y s ,  b u t  

t h e y  “ e n d  u p  n o t  a c c e s s i n g  a n y  p r e ­

v e n t i v e  o r  p r i m a r y  c a r e ,  p r e s e n t  in  

E R s  i n  a c u t e  e p i s o d e s  t h a t  c o u l d  h a v e  

b e e n  p r e v e n t e d ,  e n d  u p  c o s t i n g  m o r e  

a n d  t i r e  m o r e  c r i t i c a l  a n d  d i f f i c u l t  t o  

d e a l  w i t h . "

I n  f a c t ,  s t u d i e s  h a v e  r e p e a t e d l y  

s h o w n  t h a t  i n s u r a n c e  — o r  t h e  l a c k  

t h e r e o f — i s  a  k e y  i n d i c a t o r  o f  h e a l t h  

s t a t u s .  T h e  u n i n s u r e d  a r e  l e s s  l i k e l y  t o  

r e c e i v e  p r e v e n t i v e  c a r e  o r  h a v e  a  r e g ­

u l a r  s o u r c e  o f  h e a l t h  c a r e ,  a r e  l e s s  

l i k e l y  t o  r e c e i v e  h o s p i t a l  c a r e  a n d  a r e  

m o r e  l i k e l y  t o  d i e  w h e n  t h e y  a r c  

a d m i t t e d  t o  t h e  h o s p i t a l .  A  r e c e n t  s u r ­

v e y  b y  t h e  H a r v a r d  S c h o o l  o f  P u b l i c  

H e a l t h ,  t h e  N a t i o n a l  O p i n i o n  

R e s e a r c h  C e n t e r  a n d  t h e  K a i s e r  F a m i ­

l y  F o u n d a t i o n  f o u n d  t h a t  u n i n s u r e d  

r e s p o n d e n t s  w e r e  t h r e e  t i m e s  m o r e  

l i k e l y  t o  r e p o r t  t h e i r  h e a l t h  s t a t u s  a s  

" p o o r "  t h a n  t h o s e  w i t h  i n s u r a n c e .

T h e  s t u d y  a l s o  b e l i e d  t h e  p e r c e p ­

t i o n  t h a t  t h o s e  w h o  t i r e  t r u l y  in  n e e d  

c a n  g e t  m e d i c a l  c a r e .  " T h e  s i c k e s t

p e o p l e  s u r v e y e d  a r e  m o s t  l i k e l y  t o  

h a v e  p r o b l e m s  g e t t i n g  t h e  m e d i c a l  

c a r e  t h e y  n e e d . ”  s a i d  H a r v a r d  

r e s e a r c h e r  K a r e n  D o n e l a n .  t h e  s t u d y ' s  

p r i n c i p a l  a u t h o r .  U n i n s u r e d  r e s p o n ­

d e n t s  w e r e  f o u r  t i m e s  m o r e  l i k e l y  

t h a n  t h e  i n s u r e d  t o  r e p o r t  a  l i m e  w h e n  

t h e y  n e e d e d  m e d i c a l  c a r e  b u t  c o u l d  

n o t  o b t a i n  it a n d  t h r e e  t i m e s  m o r e  

l i k e l y  t o  r e p o r t  d i f f i c u l t i e s  p a y i n g  

t h e i r  m e d i c a l  b i l l s .

I n d e e d ,  m o r e  u n i n s u r e d  r e s p o n ­

d e n t s  s a i d  t h e y  h a d  b e e n  c o n t a c t e d  b y  

a  c o l l e c t i o n  a g e n c y  a b o u t  t h e i r  m e d ­

i c a l  b i l l s  t h a n  s a i d  t h e y  h a d  b e e n  a b l e  

t o  r e c e i v e  f r e e  o r  r e d u c c d - p r i c e  c a r e .

W h o s e  p ro b lem  is it, 
a n y w a y ?
S o  w h y  s h o u l d  e m p l o y e r s  c a r e  a b o u t  

t h e  u n i n s u r e d ,  p a r t i c u l a r l y  e m p l o y e r s  

w h o  a l r e a d y  p r o v i d e  c o v e r a g e  f o r  

t h e i r  o w n  w o r k e r s  a n d  t h e i r  f a m i l i e s ?  

“ I w o u l d  a r g u e  t h a t  it s h o u l d n ' t  b e  t h e  

e m p l o y e r s '  r e s p o n s i b i l i t y  at  a l l . "  s a y s  

P r i n c e t o n  p r o f e s s o r  R e i n h a r d t .  A m e r i ­

c a ' s  e m p l o y e r - b a s e d  h e a l t h  i n s u r a n c e  

s y s t e m  " s i m p l y  g r e w  o u t  o f  W o r l d  

W a r  II a s  a  c o n v e n i e n c e .  N o  o n e  w h o  

w o u l d  d e s i g n  a  h e a l t h  i n s u r a n c e  s y s ­

t e m  f r o m  s c r a t c h  w o u l d  e v e r  h a v e  

c r e a t e d  t h i s .  I t ' s  j u s t  a n  a c c i d e n t  o f  

h i s t o r y . ”

O t h e r s  s u g g e s t  th  b u s i n e s s  c a n n o t  

e v a d e  a  m o r a l  i s s u e .  A s  a  n a t i o n  w i t h  

s u c h  a  h i g h - q u a l i t y  h e a l t h  c a r e  s y s ­

t e m .  w e  s h o u l d  s e e k  t o  m a k e  it a v a i l ­

a b l e  t o  a l l  A m e r i c a n s . "  s a y s  P a m e l a  

H a i l e y ,  p r e s i d e n t  o f  t h e  H e a l t h  C a r e  

L e a d e r s h i p  C o u n c i l ,  a  g r o u p  o f  h e a l t h  

c a r e  i n d u s t r y  e x e c u t i v e s .  " I t  m a y  n o t  

b e  b u s i n e s s ’ r e s p o n s i b i l i t y  t o  p r o v i d e  

t h e  c o v e r a g e ,  b u t  a l l  o f  u s  h a v e  a  

r e s p o n s i b i l i t y  l o  f i n d  a  s o l u t i o n . ”

A n d  b u s i n e s s  m a y  h a v e  c r e a t e d  a 

s p e c i a l  r e s p o n s i b i l i t y  f o r  i t s e l f ,  s a y s  

G e o r g e t o w n  p o l i c y  a n a l y s t  F e d e r .  

s i n c e  it  h a s  h e r e t o f o r e  b e e n  f o o t i n g  

m u c h  o f  t h e  b i l l  f o r  t h e  u n i n s u r e d .  

“ T o  t h e  e x t e n t  t h a t  t h e  c o s t - s h i f t  h a s  

b e e n  f i n a n c i n g  c a r e  t o  t h e  u n i n s u r e d ,  

n o w  t h a t  ( b u s i n e s s e s  a r c |  w a l k i n g  

a w a y  f r o m  i t — e v e n  w h e r e  t h e y  a r e  

l e g i t i m a t e l y  p u r s u i n g  t h e i r  o w n  i n t e r ­

e s t s — d o n ' t  t h e y  h a v e  s o m e  r e s p o n s i ­

b i l i t y  f o r  w h a t  h a p p e n s  a s  a  r e s u l t ? "

P o l i c y  a n a l y s t  M e y e r  s a y s  b u s i n e s s  

h a s  a n  e v e n  m o r e  s e l f - s e r v i n g  r e a s o n  

l o  w o r r y  a b o u t  t h e  u n i n s u r e d :  T h e  v i a ­

b i l i t y  o f  t h e  n a t i o n ' s  e m p l o y e r - b a s e d
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h e a l t h  i n s u r a n c e  s y s t e m  i s  a l  s t a k e ,  “ I f  

t h e y  b e l i e v e  i t ’ s  t h e  b e s t  s y s t e m ,  a s  

o p p o s e d  t o  a  n a t i o n a l  h e a l t h  c a r e  s y s ­

t e m ,  a n d  t h e  n u m b e r  o f  u n i n s u r e d  i s  

g o i n g  u p  y e a r  a f t e r  y e a r ,  t h e n  e v e n t u ­

a l l y  t h e  s y s t e m  w i l l  i m p l o d e "  h e  s a y s .  

“ I f  y o u  w a n t  t o  m a k e  t h i s  e m p l o y e r  

s y s t e m  w o r k ,  t h e  e m p l o y e r s  h a v e  l o  

m a k e  a  c o m m i t m e n t  t o  c o v e r  m o s t  o f  

t h e i r  w o r k e r s  w h o  a r c  p e r m a n e n t l y  

a t t a c h e d  t o  t h e m  a n d  l o  p a y  a  d e c e n t  

s h a r e  o f  t h e  p r e m i u m . "

M e y e r  s a y s  w h a t  c o n c e r n s  h i m  m o s t  

i s  t h a t  w h i l e  m a n y  b u s i n e s s e s  a r e  

a p p r o p r i a t e l y  t r y i n g  t o  l o w e r  t h e i r  

h e a l t h  c a r e  c o s t s ,  l o o  m a n y  a r e  d o i n g  

s o  in  i n a p p r o p r i a t e  w a y s .  " I f  e m p l o y ­

e r s  w a n t  t o  p r e s e r v e  t h i s  s y s t e m ,  t h e y  

o u g h t  t o  p u t  m o r e  o f  t h e i r  c r e a t i v i t y  

a n d  r e s o u r c e s  i n t o  f i g u r i n g  o u t  h o w  t o  

p r o p e r l y  m a n a g e  c a r e  a n d  c o n t r o l  

c o s t s ,  b y  i d e n t i f y i n g  a n d  r e w a r d i n g  

q u a l i t y ,  i n c e n t i v i / . i n g  w o r k e r s  a n d  t h e i r  

f a m i l i e s  t o  g e t  g o o d  c a r e  a n d  t h e n  

s h i f t i n g  p e o p l e  i n t o  m a n a g e d  c a r e  a n d  

n e g o t i a t i n g  h a r d  w i t h  t h o s e  p l a n s . "  h e  

s a y s .  “ B u t  m y  f e a r  i s  t h a t  i n s t e a d  w e  

w i l l  h a v e  a  l o t  o f  ‘ W e l l ,  g e e .  w e  r e a l l y  

s h o u l d  r e t h i n k  r e t i r e e  b e n e f i t s ’  a n d  

‘ ( i c e .  d o  w e  r e a l l y  w a n t  l o  c o v e r  t h e  

s p o u s e  o f  l h a t  g u y ?  I s  it o u r  r e s p o n s i ­

b i l i t y  t o  l a k e  c a r e  o f  h i s  k i d s ? ’ T o  t h e  

e x t e n t  l h a t  t h a t ’ s  t h e i r  r e a c t i o n ,  t h e  s y s ­

t e m  i s n ’ t g o i n g  t o  w o r k . "

A  r e l a t e d  q u e s t i o n  i s  t h e  a p p r o p r i ­

a t e  r o l e  f o r  m a n a g e d  c a r e .  E v e n  

t h o u g h  it h a s  b e e n  t h e  i n s t r u m e n t  f o r  

r e d u c i n g  t h e  f i n a n c i a l  s u r p l u s  t h a t  

u s e d  l o  p a y  f o r  c a r e  f o r  t h e  u n i n s u r e d ,  

F e d e r  s a y s  l h a t  m a n a g e d  c a r e  s h o u l d  

n o t  b e  l i e k l  r e s p o n s i b l e  f o r  s o l v i n g  t h e  

p r o b l e m .  " I  t h i n k  t h a t  t h e  p r i m a r y  

r e s p o n s i b i l i t y  i s  w i t h  t h e  p u r c h a s e r .  

M a n a g e d  c a r e  i s  i n  t h e  m a r k e t p l a c e ,  

a n d  i t ’ s  c o m p e t i n g  f o r  t h i s  b u s i n e s s .  I f  

t h a t ' s  I h e  w a y  i t ' s  g o i n g  t o  b e  p u r ­

c h a s e d .  i t ' s  h a r d  f o r  m e  t o  b l a m e  t h e m  

f o r  k e e p i n g  t h e i r  c o s t s  d o w n . "

A l t m a n  a g r e e s ,  b u t  o n l y  t o  a  p o i n t .  

M a n a g e d  c a r e  " i s  t h e r e  t o  p r o v i d e  s e r ­

v i c e s  f o r  p e o p l e  w h o  p a y  f o r  t h e m ,  

a n d  it s h o u l d n ' t  b e  p a y i n g  f o r  p e o p l e  

l h a t  a r e n ' t  | p a y i n g | . "  h e  s a y s .  B u t  

w h e r e  s o m e  m a n a g e d  c a r e  c o m p a n i e s

h a v e  f a i l e d ,  h e  n o t e s ,  i s  t h a t  " t h e y ' r e  

n o l  a g g r e s s i v e  e n o u g h  i n  s u p p o r t i n g  

s o m e  f o r m  o f  n a t i o n a l  h e a l t h  i n s u r ­

a n c e .  I t ' s  o n e  t h i n g  f o r  t h e m  n o t  t o  p a y  

f o r  i t .  b u t  i t ' s  a n o t h e r  t h i n g  w h e n  t h e y  

a c t u a l l y  w o r k  b e h i n d  t h e  s c e n e s  l o  

p r e v e n t  p a s s a g e  o f  l e g i s l a t i o n  l h a t  

w o u l d  p a y  f o r  i t . "

R o s e n b a u m  c o n c u r s  t h a t  m a n a g e d  

c a r e  i n  p a r t i c u l a r  — a n d  f o r - p r o f i t  

h e a l t h  c a r e  in  g e n e r a l — p o s e s  a  s i g n i f ­

i c a n t  p r o b l e m  b y  t a k i n g  m o n e y  o u t  o f  

t h e  s y s t e m  t h a t  c o u l d  a n d  s h o u l d  b e  

u s e d  t o  e x p a n d  a c c e s s .  " T h e  r e a l  i s s u e  

i s  h o w  d o  w e  m a k e  s u r e  l h a t  i f  t h e r e  

a r e  s a v i n g s  r e a l i z e d  f r o m  a l l  t h e s e  

b r i l l i a n t  e f f i c i e n c i e s ,  r a t h e r  t h a n  j u s t  

m a k i n g  a  l o t  o f  i n v e s t o r s  e v e n  w e a l t h ­

i e r .  w e  h a v e  a  m e c h a n i s m  f o r  r e c a p ­

t u r i n g  s o m e  o f  t h e  s a v i n g s  t h a t  s h o u l d  

b e  o c c u r r i n g  n o w  b e c a u s e  o f  t h e  

s l o w d o w n  in  h e a l t h  c a r e  p r i c e s . "

W h a t n e x t?
J u s t  a b o u t  e v e r y o n e  a g r e e s  t h a t  l a w ­

m a k e r s  h a v e  n o  s t o m a c h  f o r  a d d r e s s ­

i n g  t h e  p r o b l e m  i n  a  s i n g l e  s t e p .  

" T h e r e ' s  c e r t a i n l y  n o  s e n t i m e n t  f o r  a  

n a t i o n a l  h e a l t h  p l a n . ”  s a y s  M e y e r .

T h e r e  d o e s ,  h o w e v e r ,  a p p e a r  t o  b e  

g r o w i n g  s u p p o r t  f o r  i n c r e m e n t a l  

a p p r o a c h e s .  T h e  v i a b i l i t y  o f  i n e r e m e n -  

l a l i s m  a p p e a r s  t o  h a v e  b e e n  a s s u r e d  b y  

t h e  h a r d - w o n  I 9 9 f i  e n a c t m e n t  o f  t h e  

K a s s e b a u m - K e n u e d y  b i l l  t h a t  s e e k s  t o  

m a k e  it e a s i e r  f o r  t h e  a l r e a d y  i n s u r e d  

t o  s t a y  t h a t  w a y .  P r e s i d e n t  C l i n t o n  h a s  

a l r e a d y  p r o p o s e d  e x p a n d i n g  c o v e r a g e  

b y  o f f e r i n g  s p e c i a l  s u b s i d i e s  t o  t h e  

t e m p o r a r i l y  u n e m p l o y e d .

T h a t  p r o p o s a l  n o t w i t h s t a n d i n g ,  

m a n y  l e g i s l a t o r s  a n d  a n a l y s t s  a r e  l o o k ­

i n g  at c o v e r i n g  u n i n s u r e d  c h i l d r e n  a s  a 

n e x t  s t e p .  " W h e n  w e  t h i n k  a b o u t  h o w  

t o  m o v e  f o r w a r d ,  k i d s  c o m e  u p  a s  t h e  

c o n s t i t u e n c y  th at  w e  b e l i e v e  w e  c a n  g e t  

s u p p o r t  f o r , "  s a y s  F e d e r .  B e s i d e s  I h e  

o b v i o u s  p o l i t i c a l  a p p e a l — a n d  t h e  f a c t  

l h a t  c h i l d r e n ’ s  c o v e r a g e  i s  d e t e r i o r a t i n g  

at  a  d e m o n s t r a b l y  f a s t e r  r a t e  t h a n  th a t  

o f  a d u l t s — h e r e  i s  a n o t h e r  i m p o r t a n t  

r e a s o n  t o  a d d r e s s  c h i l d r e n ' s  p r o b l e m s  

f i r s t :  T h e y  a i e  c o m p a r a t i v e l y  i n e x p e n ­

s i v e  t o  c o v e r .  O n e  a n a l y s i s  d o n e  f o r  t h e

/  m c r i c a n  A c a d e m y  o f  P e d i a t r i c s  s u g ­

g e s t e d  t h a t  a c o m p r e h e n s i v e  c h i l d r e n ' s  

p r e v e n t i v e  b e n e f i t s  p a c k a g e  c o u l d  c o s t  

a s  l i t t l e  a s  $ 8  p e r  m o n t h .

B u t  a s  w i t h  a l l  i n c r e m e n t a l  s t e p s ,  

c o v e r i n g  c h i l d r e n  f i r s t  c o u l d  c r e a t e  i ts  

o w n  p r o b l e m s .  F o r  e x a m p l e ,  a t  a  1 9 %  

f o r u m  o n  t h e  s u b j e c t .  R o s e n b a u m  

n o t e d  t h a t  “ c h i l d r c n - o n l y "  i n s u r a n c e  

p l a n s  c o u l d  e n d  u p  r a i s i n g  p r e m i u m s  

f o r  a d u l t s  b y  r e m o v i n g  I h e  h e a l t h i e s t  

a n d  l e a s t  e x p e n s i v e  p o p u l a t i o n  f r o m  

t h e  r i s k  p o o l .

O t h e r  a n a l y s t s  w o r r y  t h a t  a  n e w  

g o v e r n m e n t  p l a n  o r  s u b s i d i z e d  p r o ­

p o s a l  w i l l  m e r e l y  s h i f t  p r i v a t e - s e d o r  

c o s t s  o n t o  t a x p a y e r s .  " Y o u  c a n ' t  

e x p e c t  p e o p l e  t o  l a k e  r e s p o n s i b i l i t y  

f o r  p e o p l e  t h a t  t h e y  d o n ' t  f e e l  t h e y  

h a v e  a n y  r e s p o n s i b i l i t y  f o r . "  e x p l a i n s  

C h a p m a n .  " T h a t ’ s  w h a t  t h e  t a x  

d e b a t e ' s  a b o u t . "  ( S e e  " V i e w p o i n t "  o n  

p a g e  4 9  f o r  s o m e  o t h e r  u n i n t e n d e d  

c o n s e q u e n c e s  o f  r e f o r m . )

T h i s  q u e s t i o n  o f  " W h o  w i l l  p a y ? ”  

h a s  p l a g u e d  g e n e r a t i o n s  o f  w o u l d - b e  

h e a l t h  c a r e  s y s t e m  r e f o r m e r s .  S o m e  

h a v e  s u g g e s t e d  t h a t  t h e  s l o w d o w n  in  

h e a l t h  c a r e  c o s t  i n f l a t i o n  w i l l  m a k e  it 

e a s i e r — r e a d  clicuihr— t o  a d d r e s s  t h e  

p r o b l e m s  o f  t h e  u n i n s u r e d .  B u t  " e a s i ­

e r "  i s  a  r e l a t i v e  t e r m ,  s a y s  h e a l t h  

e c o n o m i s t  P a u l  F r o n s t i n  o f  l - B R I .  " I t  

w i l l  n e v e r  b e  e a s y  l o  d o  s o m e t h i n g  

a b o u t  t h e  u n i n s u r e d ,  n o  m a t t e r  w h a t  

h e a l t h  c a r e  c o s t  i n f l a t i o n  i s  l i k e , "  h e  

s a y s .  " W h e n  y o u ' r e  t a l k i n g  a b o u t  4 0  

m i l l i o n  p e o p l e  a n d  a  m a j o r  a m o u n t  o f  

m o n e y  l o  c o v e r  t h e m ,  i t ' s  g o i n g  t o  g e l  

c a u g h t  u p  in  p o l i t i e s . "

B r a n d e i s ' s  A l l m a n  s a y s  it m a y  t a k e  

a n o t h e r  e c o n o m i c  d o w n t u r n  t o  r e a l l y  

p u t  i h e  i s s u e  b a c k  o n  t h e  f r o n t  b u r n e r .  

T h e  i m p e t u s  s i m p l y  w o n ' t  b e  t h e r e  “ a s  

l o n g  its t h e  m i d d l e  c l a s s  is  h a p p y . "  h e  

s a y s ,  " b u t  t h e  g e n e r a l  f e e l i n g  I g e l  f r o m  

t a l k i n g  t o  p e o p l e  i s  t h a t  t h e r e ' s  s t i l l  a 

l o t  o f  i n s e c u r i t y  in  l h a t  g r o u p .  I k e e p  

s a y i n g  w e ' r e  o n l y  o n e  r e c e s s i o n  a w a y . "

Julie Rovneris a freelance health 
care journalist based in Belhesda, 
Md„ who has been coveting 
Capitol Hill for more than a decade.
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S h o u l d  A m e r i c a n  h e a l t h  c a r e  
i n c l u d e  a s s i s t e d  s u i c i d e ?

i m o t h y  Q u i l l .  M D .  w r o t e  n 

p r e s c r i p t i o n  f o r  b a r b i t u ­

r a t e s  a n d  m a d e  s u r e  t h a t  h i s  

p a t i e n t  k n e w  h o w  m u c h  t o  

l a k e  t o  i n d u c e  s l e e p ,  a n d  h o w  m u c h  t o  

d i e .  A s  Q u i l l  p a s s e d  t h e  s l i p  t o  D i a n e ,  

h e  h a d  t h e  u n e a s y  s e n s a t i o n  o f  s t e p ­

p i n g  b e y o n d  p e r s o n a l  a s  w e l l  a s  l e g a l  

b o u n d s .  Y e t  h e  w a s  c o n v i n c e d  t h a t  h e  

w o u l d  d o  w r o n g  t o  r e f u s e  t h e  m i d d l e -  

a g e d  w o m a n ' s  f i r m  a n d  r e p e a t e d  

r e q u e s t s  f o r  it m e a n s  t o  k i l l  h e r s e l f .

D i a n e  h a d  d e c l i n e d  c a n c e r  t h e r a p y  

t h a t  w o u l d  h a v e  o f f e r e d  a  2 5  p e r c e n t  

c h a n c e  o f  c u r e .  S h e  w a s  u n w i l l i n g  t o  

a c c e p t  t h e  i n v e r s e  o f  t h a t  h o p e :  t h e  7 5  

p e r c e n t  c h a n c e  t h a t  t h e  o r d e a l  o f  

r a d i a t i o n  a n d  c h e m o t h e r a p y  w o u l d  

b e  u s e l e s s — t h a t  s h e  w o u l d  d i e  w i t h ­

o u t  e v e r  a g a i n  e x p e r i e n c i n g  a  d a y  in  

w h i c h  p a i n  a n d  d r u g  e f f e c t s  d i d  n o t  

s e v e r e l y  r e s t r i c t  h e r  f a c u l t i e s  a n d  

e n e r g y .  S u r e l y .  Q u i l l  r e a s o n e d ,  it  

w o u l d  b e  c r u e l  t o  a b a n d o n  h e r  t o  a g o ­

n i e s  s u c h  a s  m i g h t  a t t e n d  t h e  f i n a l  

o n s l a u g h t  o f  h e r  a c u t e  m y e l o m o n o -  

c y t i e  l e u k e m i a .

N o l  m a n y  w e e k s  l a t e r .  D i a n e  r e t i r e d  

t o  a  r o o m  b y  h e r s e l f  a n d  m a d e  u s e  o f  

Q u i l l ' s  p r e s c r i p t i o n .  H a d  a n y o n e  

a c c o m p a n i e d  h e r .  t h a t  p e r s o n  w o u l d  

h a v e  b e e n  s u b j e c t  t o  l e g a l  a c t i o n  f o r  

a s s i s t i n g  i n  a  s u i c i d e .  A f t e r w a r d s .  

Q u i l l  w a s  s o  c o n v i n c e d  t h a t  h e  h a d  

t a k e n  t h e  o n l y  d e f e n s i b l e  c o u r s e ,  a n d  

s o  u p s e t  b y  D i a n e ' s  

u l t i m a t e  i s o l a t i o n ,  th a t  

h e  d e c i d e d  l o  c h a l l e n g e  

t h e  l a w .  In  e a r l y  1 9 9 2 .  h e  p u b l i s h e d  

h i s  s t o r y  in  The New Eiifflmul Journal 
oj Medicine. S o o n  a l t e r ,  t o g e t h e r  w i t h  

t w o  o t h e r  p h y s i c i a n s  a n d  t h r e e  

p a t i e n t s ,  h e  f i l e d  s u i t  l o  c h a l l e n g e  N e w  

Y o r k ' s  l a w  f o r b i d d i n g  a n y  p e r s o n  

f r o m  h e l p i n g  a n o t h e r  c o m m i t  s u i c i d e .

In  J a n u a r y .  I h e  U . S .  S u p r e m e  C o u r t  

h e a r d  a r g u m e n t s  o n  t h a t  s u i t ,  a l o n g

The w renching d e b a te  p its individual rights 
aga in st deep ly h e ld  convictions abo u t 
the ro le o f physicians. The social, eth ica l 
and, yes, financial implications are profound.
B y  D a v id  A n d e r s o n

w i t h  a  s e c o n d ,  s i m i l a r  o n e  f r o m  t h e  

s t a t e  o f  W a s h i n g t o n .

T h e  p r o p o s i t i o n  l o  g r a n t  p h y s i c i a n s  

a  l e g a l  r i g h t  t o  h e l p  p a t i e n t s  d i e  o b v i ­

o u s l y  h a s  p r o f o u n d  e t h i c a l  i m p l i c a ­

t i o n s —  m  n e  o f  w h i c h  i s  s e r i o u s l y  

e n c o u n t e r e d  i n  t h e  w e l l - p u b l i c i z e d  

a c t i v i t i e s  o f  J a c k  K e v o r k i a n .  D o e s  a  

p e r s o n ' s  r i g h t  t o  s e l f - d e t e r m i n a t i o n

e x t e n d  t o  t h e  p o i n t  o f  s e l f - d e s t r u c t i o n ?  

Is  t h e  i n j u n c t i o n  " T h o u  s h a l l  n o t  k i l l "  

a b s o l u t e  in  a l l  c i r c u m s t a n c e s  e x c e p t  

f o r  s e l f - d e f e n s e ?  S h o u l d  w e  t o l e r a t e  

g r i m  s u f f e r i n g — e i t h e r  | h y s i c a l  o r  

p s y c h i c — w i t h o u t  h o p e  o f  r e c o v e r y  o r  

e p i p h a n y ?

U l t i m a t e l y ,  s a y  m a n y  e x p e r t s ,  w e  

m u s t  c o n s i d e r  t h e s e  d i f f i c u l t  i s s u e s  n o l
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