





























U.S. Healtheare

the prenuoms trome cmplovers and
patients, and then pay the money over
to U.S. Healtheare, Right nosw, ULS.
Healtheare has no interterence araltas
the middleman thar collects the pre-
miums from patents and pavs the
docrors.

Abramson’s argument—self-serv-
ing, ot'course, but reasonable—is that
the nattion has all the health care
retorm it needs in the Flealth Mainte-
nance Oranization Act ol 1973 an
der which ULS. Healtheare and many
other tor-prolit and not-lor-profit or-
ganizatons operate.

U.S. Healtheare, he points out,
avidly pursues capitation, the coneept

enuth ot stavs and domg away with
what it believes are unnecessaey treat
ments such as some cesarcan sections.

Part of its cost-cuttnge methodolo-
gy derives from well-organized pro-
grams of preventive medicme. ULS,
Flealtheare provides high-risk preg-
nant women with carly access to ex-
pert prenatal care. This helps reduce
the risk of premature, low-birth-
weight babies.

LLS. Healtheare ries 1o identity
potential breast cancer at an carly
stage by urging that every woman
member reaching the age ot 40 vo for
a free mammoygram. By catching the
appearance ot irregular growths carly
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Widening margins between medical costs and member premiums equals a hot stock.
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of prepaving doctors and other pro-
viders a predictable monthly supend
for cach member patient enrolled
with them. In U.S. Healtheare's case
cach doctor in the system has about
300 to 1,000 patients.

A typical primary care doctor en-
rolled in U.S. Healtheare as a paruci-
pating provider can count on carming,
S$125,000t0 $175,000a vear. For thes
he or she must take ona heavy patient
load but needn’t worry about where
the money for the next malpractice Ye
insurance premium payment is com-
ing trom. U.S. Healtheare has also
reduced medical specialist prices by
10% to 153% 1t has cut hospraal utiliza-
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tion by 10% 1o 20%, by decreasing,
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on, U.S. Healtheare believes that it
avoids having to pay for more compli-
cated and costly surgical procedures
later on.

The HMO also uses the drawing,
power of its member base to pressure

hospitals into lowering the cost off

complicated medical procedures. Liv-
er transplants, which ordinanly cost
around $500.000, are contracted lor
at rates of beoveen S135,000 and
$375,000.

Because ofits hard-nosed approach
to the medical  protession,  U.S.
Healtheare isn’t alwavs popular with
it. Medical professionals express con-
cern that the quality of services may
suller where cutting costs has the

highest prorey, Kathleen Galvin-
Flack, vice president tor managed care
at Presbytenan Hospital, savs U.S.
Healtheare is **the most controversial
Hao™ in New York. Sheobjectsto the
way LS. Healtheare does business:
She savsit often refuses to pay enough
to simply cover the cost of hospital
services. S Thev're extremely unre-
sponsive,”™ Galvin-Flack savs. “They
sav, “This is our fee schedule. Take
it or Jeave 1. Otherwise, we will take
our patients over to New  York
Hospital.™ ™

Does this hard line on costs lead to
corner-cutting? David Cohen, chicet
aide to Philadelphia Mavor Edward
Rendell, says: *“There have been liter-
ally  no comphaints™  about  ULS.
Healtheare's handling ofabout 3,500
municipal employvees. Cohen  says
that budgeted medical health costs
tor the city of Philadelphia have fallen
trom S$167 million in fiscal 1992 to
$136.5 million in fiscal 1993.

Forall its impressive marketing and
financial skills, U.S. Hecaltheare stll
faces tough competition. In Philadel-
phia, U.S. Healthcare’s main market,
Kevstone Health Plan East is biting
into U.S. Healtheare’s market share.
“Our membership growth is three
times theirs over the past 2% years.
That is because of our hospital net-
work, the connection with Blue Cross
and the ability to offer ecmplovers
national coverage,’ says John Daddis,
Kevstone's chicf operating officer.

U.S. Healtheare is going to ftace
some intense competition trom other
HMos as well. Oxford Health Plans,
another fast-growing publicly owned
HA0, is promoting a more flexible but
costhier plan that includes the option
of using doctors outside the Oxtord
ncrwork.

And there are insurance giants, des-
perately uying to shift their high-cost
indemnity medical plans to cheaper
1a10s. Cigna, tor example, guided by
former U.S. Healtheare senior execu-
tive Dr. Michael Stocker, is making
the transition from an surance pro-
vider to a powertul HMO company.

Tomake life even more complicat-
ed for outfits like U.S. Healtheare,
New York State insurance regulators
are trving to keep a lid on US.
IFealtheare's treedom to raise pren-
ums, according to David Simon, U.S.
Healtheare senior vice president and









They’'re shooting away at Hillary Clinton,
all the while being taken to the cleaners
by savvy private-sector Bounty Hunters.

MAZEL TOV!

(Chinese for "Congratulation")










