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PRIVATE HEALTH CARE PREMIUMS

THE CLAIM:

New studies by KPMG Peat Marwick and Foster Higgins & Co. find that private health
insurance premiums are increasing less than inflation, largely because of the growth of
managed care. Some claim that this means that the Republicans are right in counting on big
savings from increased use of managed care in Medicare.

THE FACTS:

The surveys show that there is a one time savings from the move from more
expensive fee-for-service to less expensive managed care plans. Both KPMG and
Foster Higgins report that there is no evidence that these savings can be maintained
over time. Foster Higgins says: "Where is this reduction in health care costs that we
read about in the papers? When you look at the managed care plans, you see that
there was none. It was simply the movement from indemnity to managed care."

The real question is why premiums increased at a lower rate than inflation. The
answer is simple. People are getting less or paying more out of their own pockets.

Both studies show that large employers are saving money by increasing the amount
their employees are paying. Employees are being asked to pay a greater share of the
premium payment as well as higher copayments and deductibles, and many of them
are moving into lower cost plans.

In addition, employers are saving money by carving out expensive "specialty benefits"
like prescription drugs and mental health and providing them in separate plans. Foster
Higgins estimates that these two carve-outs save $600 per employee.

Finally, KPMG found that in the past year, greater numbers of preterred provider
plans limited coverage to people with so-called preexisting conditions.

We believe that plans can and should be more efficient. But we also believe that it is
disingenous to call cut backs in benefits or increases in out or pocket costs efficiency.
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) Premlum Increases Are Below Inﬂatzon Rate for First Time in 10 Years |
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Increases i health care premiums |

hayefallen below the rate of inflation

for the first time in 10 years, largely - -

because of the growth of managed-

care.programs, according to a national -

survey released today by KPMG Peat

Marwick LLP, a benefits consulting

“*The report, which surveyed 1,037

randomly chosen employers, provides

" both heartening dnd disheartening

néws for. congressional Republicans -

who want to curtail Medicare costs by

increasing reliance on managed care.

Auithiors of the survey said the ability
ofmanaged-care plans to contain costs
may 7 be short-lived.

“The survey found that health premi-
msfbraVanetonpIansmcreasedat
an"average of just 2.1 percent from
1994 to 1995, while consumer. prices
rose 3.2 percent. The figures continue
. a two-year trend of moderating prices:

In' 1994, premiums rose by 4.8 per- -

" cent and in 1993, by 8 percent.
“Managed care has turned the cor-
ner in moderating the rate of health

premium increases by pushing it below.

the -consumer price index,” said Jim
Buckley, partner in charge of health
- benefits at KPMG Peat Marwick. “But
~ whether or not these $avings will con-

'tmuemthefuturelsthe real ques- '

tion.”

The slower rate of premium in-
‘creases generally may reflect one-time
savings from the move away from less
cost-efficient fee-for-service plans and
into streamlined managed-care opera-
tions. Additionally, some health care

. analysts are skeptical that managed
.. care will, in the long run, contain costs

ata better rate than other health we
dehve.ty approaches. :

“£ 1 ran [a health maintenance orga-
_mmuon] I would be able to squeeze
ouf 2 fair amount of fat,” said Uwe
Reéinhardt, a health care economist at -

_ Priticeton University. “But once the
doctors’ fees have been squeezed to
" the bare bones, once. hospital stays
" havé been reduced, will you then be
able to continue the trend? That's an

- opeh question now.”

As evidence, Reinhardt cites the
- single-payer Canadian system, which

spends less per capita on health care
buthas seen increases in health care

‘THE COSTS OF':HEAI;TH' _CAR;E

nlike in 1994, the cost of

this year*-has been growing more
slowly than inflation overall . .

> Health insurance ptemmms
VS, mﬂahon .

@8 Increase-in health.

59~ 4.8% insurance premiums

_ - 1994-1995
| *March 31, 1994-March 31, 1995

1993-1994

health insurance premiums

..although preim'zlms Jor
many managed-care firms .
continued to rise.in 1995. -

[

t> Premiums for HMO firms, 1995

No plan Ia'st'
year 2.3%

spending that are simll.'ari_to;those in
the United States, ' * '

. What’s limiting the premium in-
- creases, the survey found, is the grad-

ual migration of employers to man-

- aged care, a catch-all phrase for health
plans in which primary-care doctors

The ciz‘a‘llengé,l '

Buckley said, will be

keeping premiums ..
low as advances in -
technology make

" health care both

. better and,

paradozically, rﬁare |

costly. -

act as “gatekeepers” to curtail surgical

procedures and hospital stays. The -

survey found that enrollment in all

kinds of managed-care plans rose by 4

percent from 1994 to 1995 and now
stands at 69 percent of employees in

SOURCES: KPMG survey of 1,037 employers, Bureau of Labor Statistics
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the compames surveyed Health main-
tenance organizations (HMOs) showed '
the smallest rate of increase in health
premiums w1thjust 0.4 percent, .
The challenge, Buckley said, will be - -

_keeping premiums low as advances in
. technology make health care both bet-
. ter and; paradoxically, more costly.
* Unlike other businesses where techno-

logical advances reduce costs—com-

puters, for instance, help retailers -

keep prices down—health care gener-
ally gets more expensive as its related
technologies improve. A simple X-ray,

_ for example, costs $80, but will not tell-
~ you nearly as much about a broken

bone as the results of a $500 magnetic

‘resonance imaging procedure, which
_costs about $500, Buckley. said.

Equally vexing. is the' gradual aging
of the population, a trend fl_leled by low
birth rates and the passing into middle
age of many baby boomers. For each -

year that a population ages, Buckley' o

said, its health care spending : rises by

2 percent to'3 percent.

" ‘These demographxc and technologi-
cal forces are a challenge to Republi- .

"cans in Congress, who hope. to save

billions of dollars on health care in
coming years' by providing vouchers
that seniors can use to enroll i man-
aged-care facnlltles




. Suplferne Court ACceptS- Dispute on Census |
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De'cisionConceming Unde‘rcount Could Affe_ct’ Political Districts,. Fede_fal Fund Allocations |

. -By Joan Biskupic
* Washington Post Staff Writer

The Supreme Court said yesterday

it would decide the politically charged.

question'of whether the government
must_adjust census figures to com-
pensate for the undercounting of ra-
cial minorities-in the nat.lon s big cit-
ies. .

A rulmg in: the case ultlmately
could change the apportionment ,of
congressional seats and distribution of
federal funds among states,

“It' all ‘boils-down .to power and
money,” observed Barbara Everitt
Bryant, - director of the Census Bu-
reau from:1989 to 1993. Bryant
commenting yesterday on  the court’s
announcement, noted that census da-
ta are -uséd not only to reapportion
Congress but to draw districts for leg-

islative seats down to the c1ty councl

level.

Bush administration Commerce Sec-
retary Robert A. Mosbacher not to
adjust the 1990 population count after
census officials determined that there
had beenan undercount of minorities

" and certain ethnic groups.

That- decision, .challenged by New
York, Los Angeles, Chuzgo, the Dis-

. trict and several other cities, became

an issue in the 1992 elections, Demo-
crats. argued that the GOP adminis-

- tration dehberately refused to ac-

count for inner-city residents who

- were likely tovote Dernocratic. Ron-
“ald H. Browii, then chairman of the
- Democratic National Committee and
" now President Clinton’s commeérce
. secretary, attacked the Bush adminis-

tration for:the decision.. -
But after a federal appeals court in
Manhattan ruled last year.that Mos-

. bacherdxd niot do enoughi:to ensure an

accurate head count, the Clinton Jus-

: t|oe Department appealedto the high-

In acceptmg the appeal Umted
States. v. City of New.York, the court
unofficially opened its new term. As is

.their tradition, the justices will not
. begmheanngasesunnlOct.Z “the

first Monday'in October. But as the
court has done in the last two years, it
made-an early start on new cases to

-' supplement a relatively slim calendar
. camed over. from last term.

The case anses froma decision by °

The justices also said yesterday
they would hear- a sentencing appeal

from two police officers convicted in
the highly publicized, vxdeotaped_

beating of Rodney G. King in Los. An-
geles four years ago.

“After former sergeant Stacey C.
Koon and officer. Laurence M. Powell

were convicted by a federal jury of

civil rights violations, they were sen-
tenced to 30 months in prison. An ap-

peals court, however, ruled last year"

that the sentencing judge improperly

.departed from federal sentencing

guidelines and ‘that the sentences
should have been at least 70 months.

- The trial judge had reduced their -
prison time largely because the defen- .

dant .police officers initially had been
provoked by King, because they
would be susceptible'to abuse in pris-
on, and becaiise they were tried both
in state and federal courts.

The appeals court ruled that those |

factors were not proper grounds for
departure from the rigid sentencing

.guidelines. The officers’ acquittal in a

1992 state trial, which preceded the
federal trial, sparked riots in Los An-
geles that resulted- in more than 50

deaths and more than $1 bdhon in"
property damage.

While the Supreme Court refused
to take up Koon's complaint that the
successive state and federal prosecu-

tions violated his constitutional right:

against doable jeopardy, the court’s
acceptance of the sentencing question
eventually. could clear up confusion
nationwide on judges’ discretion un-
der the controversxal federal sentenc-

- ing guidelines.

The new cases would be heard i in

‘early 1996 with decisions handed
- down by the end of the 1995—96 term
-'pext summer.

- The court, ‘which will continue in
upcoming weeks to accept new cases,
has yet to reveal whetlier it will take

* up the Justice Department’s chal- -

lenge to the maleonly Virginia Mili-
tary- Institute in Lexington. An ap-

* peals court last year endorsed VMI's
.exclusion of women after the state
began offering a leadership program’

for women at nearby Mary Baldwin

“separate, but substantxally compara-

. 'ble” educztlon for the sexes.

Another looming question is -
whether Chief Justice William.H.
Rehnquist, who had back surgery yes-
terday, will- be on the ‘bench next -
Monday when the term officially be-
gins. A court spokesman:said Rehn- -

quist, who will be 71 Sunday, under- - -

went a “laminectomy for -spinal .

stenosis” at Washington Hospital Cen- S

ter and was “resting comfortably.”

The operation involves a surglcal
chipping away of the bony arches of
the vertebrae to relieve compression
of the splnal cord. Rehnqmst has had
recurring back problems since 1977
and periodicdlly stands and walks
around during oral arguments to-re- -
lieve the pain. A court spokesman
said it was not known when the chief
could return to the bench.

Yesterday’s.census case immedi-
ately became one of the most signifi-
cant disputes on the court’s new cal- -
endar. Billions of federal funds are at
stake, -

“In the last 20 years,” said former
census director Bryant, now a busi-
ness. professor at the University of
Michigan, “we’ve gotten some 120
federal funding programs that move -
approximately $150:billion a year,

" which in their formulation for distri-

bution. use census counts.” .

The Census Bureau estimated that
an adjustment would raise the official
1990 population by about 5 million—
to 254 million. Hispanics, Indians and
blacks reportedly were undercounted
by about 5 percent and Asians by 3

‘percent.

. Studies showed that if an adjust-
ment were ordered, California and

"Arizona each could gain a congres-

sional seat, at the expense of Pennsyl-
vania and Wisconsin.- .

It is unlikely that a h:gh court decu-
sion would affect districts in the 1996.
elections, especially because any new
standard articulated by the court

- . probaply would involve further lower '
- .court actlon ' -

The case, wluch arisés’ from ap-
peals by the states of Wisconsin and
Oklahoma in addition to the Justice
Department, is more likely to affect’

" federal disbursements through 2000, -
College. The Clinton administration is
appealing a decision that allows for-

and then the new -census, ‘said -Paul
Crotty, corporation. counsel for New .
York City. “It is important.. . .'to an-

-swer why the Department of co'm-

~“merce shouldn’t: be forced-to use the.
. most accurate method for best coun--,
: tmg, he-said.. - '

“The, government acknowledges_.

.,that undercounts appen: Blacks and -
Hxspamcs -are ndercounted more’
. than whites;’ "men ‘are' missed at a..
* * higher -raté’ than"'women; the  yoiing -
Care nussed imore than the elderly, and -

Sohmtor General Drew S Days 118
said in a brief that courts should not
try to determine what the best census

" policy should be, but rather whéther a

commerce secretary s decision’ not to

- make an adjustment is within a range

of. constltutlonally permissible op-
tions.” In this case, the secretary re-
jected a recommendation from the -
Census ‘Bureau "to make an adjust-
ment ‘after finding, accordmg to Days

- that the adjusted figurés were less ac:.

curate than the unadjusted count.
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. HMO Premiuntsto -§tdy St,ea'dy' in 1956,
Lagging Behind Inflation, Survey Says

By RHONDA L. RUNDLE
Staff Reporter of THE WALL STREET J OURNAL

Medical-care prices charged by health-

maintenance organizations will be nearly. -

the same in- 1996 as this year, lagging
' behind the projected general inflation rate

for the first time in years a survey.

finds. -
HMOs across the country expect an
" average 0.8% increase in premiums, with

rates declining 0.5% in the mountain re-

gion, including Arizona, Colorado, Idaho

and five other states, according to the,

survey conducted by Sherlock Co., a Gwyn-

edd, Pa., investment-banking ftrm special- .

‘izing in the managed-care industry. Econ-
omists generally expect overall mt'latron to
" be about 3% next year. .

. HMOs are responding, in part, to criti-

cism in recent years that their price in-

. creases have been higher than the general
" inflation rate and have shadowed the in-
-creases. of more expensive traditiopal
;1 medical plans, said John Erb, a principal

- at Foster, Higgins & Co., 8 New York-based -

. consulnng firm. “Now with .all the com-
* plaints about huge profits and executive

. salaries, .some' HMOs may be fearful of
losmg market share based on price.”
Anonymous Responses

i)

> even” across different geographic regions

» and .present “‘a fair picture of the kind of -|.

.premrum'rate increase consumers and
: their employers could expect to receive

.snext year,” said Douglas Sherlock, the
: firm’s principal. He cautioned that most of
*the responses were anonymous, so.the
- results could be skewed somewhat by a
" an overrepresentation of either too many
- large or small HMOs.

_: Responses. were received from 92, or

.almost 17%, of -the 547 HMOs to whom

: questionnaires were sent in August, Mr.

* Sherlock' said. -The results appear in the

' ,October edition of his firm's newsletter,-

: Pulse, mailed *Friday. Subscribers are
' “mainly HMO financial officers, investment
professronals. hospitals and doctors.’

_Medlcal-Loss Ratios ;

Consultants, analysts and HMOs con- °

Itacted at random last week said they
v expected 1996 increases o be quite small,
-an expectation in’ line with the survey
T results. Negotiations' are_just heatihg up
7 now between employers and HMOs, insur-
- ance companies and other health plans, sc
:that final contracts can be nailed down in

;November and December before most ar- -

-rangements go into effect Jan. 1.
“From our client work with large em-

*ployers, the 1996 increases will be mini-

+mal, if any, across the board " said Mr.
‘Erb. “Many HMOs are. repricing even

"increase,’

The survey findings' were “relatwely ,_

their current plans to give decreases or no

* he said.

Of the survey respondents 52% antlcr :
pated. increases in their premium rates,
while almost 22% expected declines and
26% anticipated flat rates. Of the respond
ing HMOs, 42% expected deteriorations in
their medical-loss ratios,. meaning that
their payments to doctors and hospitals .
would be a larger portion of their “total
revenue; 26% expected the ratios to im-
prove; and nearly 35% expected no change.
Medical costs are generally about 80% of
HMO revenue.

Overall; the medrca!-loss ratro is ex-

pected to rise 0.5%, meaning that HMOs -

will pay slightly more of their total revenue
toward medical-care, the survey showed.
Mr. Sherlock calculated, based on the
findings, that HMO payments to doctors,

- hospitals, - and other providers, will in-

crease 1.5% next year.

-~ Mr. Sherlock said he was surprised to
find rates firming in the Pacific region,
which is dominated by California, one of
the most competitive HMO markets. At the
same time, HMOs in that region expect a

" small improvement in their medical-loss ,
“ratio, indicating' their profit' margins will

rise, he said. That reflects the ‘*‘over-
whelming pressure on doctors. and hospi-

tals"’ tl\at California HMOs are exertmg,'
he said.

“Flat rates are what we see for 1996."_
said a spokesman for Health Systems
International Inc., a big' HMO based in
Woedland Hills, Calif. Another California-

| based HMO, FHP International . Corp.,

expects rates to decline by between 1.5%
and 2% in the year ending June 30, 1996, a
an FHP spokeswoman said. FHP's rate
declines are driven by the June 1994 acqui-
sition of TakeCare, she said, whose rates .
“were on the high end:of the market.”
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"'Ftofsky Wwill Test Marketplace of Ideas Theory
InFTC’s Remew of Time Warner-Turner Deal

. confident the stock swap will be approved,

By BRYAN GRULEY
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON — As'a scholar and
" teacher, Robert Pitofsky has preached the
controversial notion that antitrust laws
should not only protect competition in the
* economic marketplace, but also in “the
marketplace of ideas.”
. Now the new chairman of the Federal
- Trade Commission is preparmg to investi-
gate a deal that P
could allow him to
" put his theories to
- the test — the pro- §
posed $7.5 billion
* merger of Time
- Warner Inc. and
 Turner Broadcast-
" ing System Inc.

In a private
“showdown last
' Thursday  night,
Mr. Pitofsky and
. Anne- Bingaman,
the assistant attor- Robert Pitofsky
ney general for an- <

titrust, finally agreed that the FTC, rather_'
than the Justice Department, would handle

the review of the mega-media merger. The
decision followed two weeks of spirited
jockeying between the two agencies, which

share the responsibility for overseemg the

- nation’'s antitrust laws.
. Fought.to Get Case
The fervor with which the FTC fought

. for the case.is a sign that Mr. Pitofsky
" intends to conduct a lengthy and rigorous

- review, and could in the end raise some .

" serious antitrust concerns. ““This is one
. Bob Pitofsky really, really wanted,” said

- an associate of Mr. Pitofsky’s. In particu- .

" lar, the FTC is expected to look ciosely

at whether Time Warner-Turner would -

wield. undue control over the programming
. distributed by its vast cable network, cov-
- ering an estimated 40% of U.S. house-
- holds.-
Even if the deal 1s approved Mr. Pl-

‘tofsky is making it_clear that he believes

media mergers — which are expected to
proliferate — deserve special scrutiny un-
der the antitrust laws.

. In a recent interview, Mr. Pitofsky

declined to comment on the Time Warner-

- Turner merger. But he provided a window
: onto his views regarding media mergers.
“‘We always take an especially close look
at mergers in an industry where there’s a
very .pronounced trend toward concentra-
tion (and]) media mergers looks to be quite
a pronounced trend,” he said. -

'Media Deals Are Different -
He also said media mergers deserve

tougher scrutiny than, say, mergers in the .

shoe industry. “You might take a tougher
stance . . . in the media field because you
are concerned that too much power in
_too few hands wﬂl impair freedom of
expression.’
That's a notion that the former George-

town' Univérsity law professor has been
pushing since the 1970s, when he wrote

*“The Political Content of Antitrust,”” a law -

review article he recommends to those who

..ask about his thinking on media mergers.

*“It is bad history, bad policy and bad

law to exclude certain political values in_

interpreting the antitrust laws,” Mr. Pi-
tofsky wrote. Rather, antitrust enforcers

should consider the potential that ‘‘exces--
sive concentration of economic power will‘
" breed antidemocratic- political

pres-
sures.’

His ideas confhct with the more conven-
tional view — embraced, for example, by
President Reagan’s antitrust enforcers—
that mergers’ effects. on competition
should be judged solely on analysis of such
economic factors_as market shares and

prices. Even some who think Mr. Pitofsky
- raises good questions wonder how to quan-

.tify competition in his ‘‘marketplace of
ideas.” -
“How do you measure someone S con-

trol in that marketplace? asks Judith.

Whalley, who teaches antitrust law at

Georgetown. “Is it the number of stories?:

The number of reporters? And when do you
start being concerned? ‘Should you have

" more diversity In media than Yyou would
_have in making widgets?" .

Ideas Could ‘Tip a Decision'

Government officials and antitrust ex-.

perts who know Mr. Pitofsky say he isn’t
about to embark on a First Amendment
crusade in the application of antitrust law.
Rather, as he told a Senate panel in

December of 1993, his ideas are likely to

apply “in-a close case” where “the fact
that we are talking about something
that has an effect on the First Amendment

could tip a decision-in.favor of enforce-

_ment.”

But gwen the trend toward media

mergers, its seems likely such a case will

eventually surface. “‘Before this merger
surge -is. over,” Mr. Pitofsky said in the
recent interview, “‘one of these cases is
going to go to court, ahd these questions
will be raised.”

Time Warner is prepa.nng for a tough
review. The main potential problem stems
from the involvement of Tele-Communica-

- tions Inc., the nation’s largest cable opera-
_ tor, closely trailed by Time Warner. TCI

has agreed to swap its 21% stake in Turner
Broadcasting for 9% of the new company.
To address a federal rule barring a single
firm from controlling cable systems that
reach more than 30% of the U.S. market,
TCI would put-its Time Warner shares in a
voting trust controlled by Time Warner
chairman Gerald Levin. :

Time Warner officials say they are

but some insiders fear the voting trust will
face pointed scrutiny in Washington.
Those people worry that federal bureau-
crats will be uncomfortable approving an
arrangément so specifically .tied to an -
individual,

The Tlme Wamer Turner deal also-
could test Mr. Pitofsky's advocacy of closer
scrutiny of vertical mergers. The new
company would control a huge amount of
the programming distributed by its vast

. cable network. Noncable businesses trying

to enter the .cable industry could find it
more difficult or costly to buy program-
ming from their new, bigger rivals, some
antitrust experts say. Conversely, smaller
programmers might have a tougher time
selling their wares to an operator that
generates much of its programming inter-
nally. The FTC is expected to explore those
issues, partly because Mr. Pitofsky has

- argued that lax enforcement of vertical-

arrangements in the 1980s wasn’t neces-
sarily wise. -
"Again, this is an area where Mr Pi-
tofsky’s ideas have met with some skepti-
cismi from his more copservative col-
leagues, who argue there's little factual

-evidence that vertical mergers adversely

affect consumers. “Given the choice of two
uncertain alternatives, we should allow
competition and not government officials
to watchdog consumer welfare,” antitrust
lawyer Mary B. Cranston argued in 2
presentation last spring to the Amencan_
Bar- Association.

The traditional rivalry between -the
antitrust -agencies has intensified since
Mr. Pitofsky’s arrival at the FTC. He
chaired the Clinton administration transi-
tion team that focused on antitrust, and
was expected by many to get the Justice
antitrust job, which went to Ms. Bingaman

"instead. In her two years on the job, Ms.
"Bingaman has heightened her division's

profile with a sharp increase in investiga-
tions, including well-publicized probes of
chrosoft Corp. and Archer-Daniels-Mid-
land Co.

Both Mr. Pltofsky and Ms. Bingaman
play down-any such competition. But asso-
ciates say Mr. ‘Pitofsky particularly
wanted the Time Warner-Turner merger
because the- Justice Department pre-

viously won the right to review the pro- . -
posed combination of Walt Disney Co.

and Capita) Cities/ABC Inc. If the Justice
Department also had snagged the Time
Warner-Turner deal, it could have argued
that its cumulative expertise entitled it
to any future media mergers. ' _

—Eben Shapiro contributed to this arti-
cle.




Question:

Answer:

A new study by KPMG Peat Marwick finds that health care premiums
increased less than inflation for the first time in ten years between 1994 and
19935, largely because of the growth of managed care. Doesn't that prove that
the Republicans are right in counting on big savings from increasing the use of
managed care in the Medicare program?

No. The survey shows that there is a one time savings from the move from
more expensive fee-for-service to less expensive managed care plans.
However, CBO says that under the Republican plan new enrollment in
managed care will increase to 21 percent in the year 2002, instead of 14
percent under current law. Only $7 billion would be saved because of new
enrollment. Both KPMG and Foster Higgins report that there is no evidence
that these savings can be maintained over time. Foster Higgins says: "Where
is this reduction in health care costs that we read about in the papers? When
you look at the managed care plans, you see that there was none. [t was
simply the movement from indemnity to managed care."



Question: A new study by KPMG Peat Marwick finds that health care premiums
increased less than inflation for the first time in ten years between 1994 and
1995, largely because of the growth of managed care. Doesn't that prove that
the Republicans are right in counting on big savings from increasing the use of
managed care in the Medicare program?

Answer: The real question is why premiums increased at a lower rate than inflation.
The answer is simple. People are getting less or paying more out of their own
pockets. The same study also found that the amount employees are paying in
cost sharing has increased. It also found that in the past year greater numbers
of preferred provider plans limited coverage to people with so-called
preexisting conditions. We believe that plans can and should be more efficient.
But we also believe that is disingenous to call cut backs in benefits or increases
in out of pocket costs efficiency.
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MEMO FOR: JENNIFER KLEIN
FROM: RICHARD HINZ

SUBJECT: Thoughts on why employer costs are declining in KPMG
survey

Below are some ideas as we discussed yesterday about how to
interpret the finding in the KPMG survey released yesterday that
employer’s total premium costs have declined to below the CPI.
They are not particularly well organized but I hope they are of
some use to you. Give me a call if you have questions or need
more help.

What G_1995 survey shows

KPMG’s annual survey of 1,000 large firms shows steadily
declining health plan premium increases across all types of
plans =-- i.e., both conventional (indemnity) and managed
care.

Overall plan premium increases have fallen sharply in
1990s =-- 11.5% in 1991, 10.9% in 1992, 8.0% in 1993,
4.8% in 1994, and 2.1% in 1995 ~~ and specific plan
types show same pattern as overall health plans.
(Figure 1)

Premium increases for both indemnity and managed care
plans have dropped more or less in concert from peak in
1989. (Figure 3)

HMO health plan premium increase dropped most from 1994
level, and lowest of all plan types in 1995. (Figures
1, 3)

KPMG survey shows rapidly shifting enrollment towards
managed care plans, particularly HMO and POS (point-of-
service) plans.,

Employee enrollment in managed care plans has expanded
rapidly in recent years -- 56% in 1992, 58% in 1993,
65% in 1994, and 69% in 1995. (Figure 4)

KMPG reports that employee premium contributions are rising
across all types of plans, and that health plan enrollment
is rising -- 81% in 1995.

They appear to have dcne a good job of controlling for some of
the more obvious factors that might provide a misleading
measurement of premiums. They have (1) included the full
employer and employee share in their premiums, (2) controlled for
shifts in the broad categories of plan types and (3) only used
employers who appear in all of the years of their sample.
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What they have not been able to control for are (1) changes in
the generosity of the benefit package (2) increases in copays and
deductibles or (3) changes in coverage or eligibility.

The analyst telis me that the reason they do not do this is that
the sample size is not large enough but that in looking at the
data on each of these factors they do not appear to be a
significant influence. Taken tcgether these factors probably
have some effect but cannot explain the a change of the magnitude
they have measured however.

Unfortunately we do not have any good data that covers such a
recent time period to make such comparisons. The Enployee
Benefits Survey that would tells us this only give us data up to
1993 so is not much use. The latest CPS data on coverage seems to
show that after many years of eroding coverage there does not
appear to be a loss of direct employer coverage in the last
several years and they may be right about the small increase.

Therefore, the most likely explanation is that in fact the larger
firms have been achieving some cost containment over the last
several years. It appears that they have been achieving this by
cutting back on their contributions and increasing the employee
sharg__gggigg toward _Tevel_contribution type formulas. All of
the survey data shows increases in the proportion of employers
who pay only part of the premium. Fostor Higgins shows a 2%
increase in employers with premium sharing since 1993 and Hay
duggins shows a 7% change since 1991.

This appears to be moving employees into lower cost plans, many
of which are managed care, probably as much by employee choice as
they respond to full marginal costs for richer benefits as any
other factor. Although we can’t readily find data to support it
is likely that these are less generous benefit packages which is
as much responsible for the lower cost as is the managea care
chggacter. T

—

This has been accompanied by very aggressive c¢ost management
practices by the larger employers many—Uf—wnom‘have~51gﬁ1f1cant
leverage in their markets and have been carving up their health
plans to manage costs in areas like prescription drugs. Keeép in
mind that the KPMG survey is of firms with more than 200 workers
who have the ability to do these sorts of things.

On kalance I think that a reasonable interpretation of the
survey’s finding is:
Private employers have been aggressively managing health
benefit costs for nearly a decade now and are now achieving
some results.

The largest private employers are in a position to do this
most effectively and that is what the survey shows. What
remains to be seen are whether the small groups or
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individual markets will suffer for this success.

Large employers are shifting health benefit costs towards
the employee -- increasing the employee share of the premium
contribution, and increasing plan copayments and
deductibles. This is moving people into lower cost plans.

Large employers are creating strong incentives for shifting
2nrollment towards managed care plans -- setting level
premiums for conventional and managed care plans.

Large employers are carving out volatile "specialty"
benefits -- e.qg., prescription drugs, mental
health/substance abuse services -- and providing them
through "free-standing" managed plans.

Large employers are aggressively negotiating prices with
health plans. They are big enough and have developed new
strategies to do this

It is premature to attribute the cost containment that is
observed solely to managed care although it may be a factor.
We will not know until these one time effects of the
fundamental shifts wash ocut when we reach some stability in
the types of plans and benefit packages what the long term
cost patterns will be.

I think there is some validation of these interpretations in the
1994 Foster Higgins survey as cutlined below:

What Foster Higgins 1594 survey shows

Foster Higgins’ annual survey of all firms (with 10 or more
workers) shows sharply deciining health benefit cost
increases.

Total health benefit cost per worker increases for all
firms have declined steadily from peak in 1988, and
plummeted in most recent survey year -- 8% in 1993 and
-1.1% in 1994. (Figure 2)

Large employers (500 or more workers) had cost decrease
of 1.9% -- or increase of =-1.92% ~~- in 193%4.

Foster Higgins survey shows enrollment shifting rapidly
towards managed care plans.

Large employers are shifting enrollment towards managed
¢ are plans =-- 57% in 1993 and 67% in 1994 -- and POS
plans, specifically -- 9% in 1993 and 17% in 1994.
(text on p. 9, Figure 3)

Large employers are creating freestanding (or carve-
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out) plans for prescription drug and mental
health/substance abuse services to manage use -- 44%
drug and 19% mental nealth/substance abuse plans in
1994. On average, both carve-outs together save $600
per employee. (text on p. 11, Figure 6)



vo/s 40/ do laibo Q202 680 6518 @o01/006

DEPARTMENT OF HEALTH AND HUMAN SERVICES
ASSISTANT SECRETARY FOR PLANNING AND EVALUATION

PHONE: (202)690-8794 FAX: (202)690-6518

.

Date:
City & State: City & State:
Office Number: Office Number:
Fax Number: Fax Number;

Number of Pages + cover

EMARKS. M éh,?ff\
yor.”, uﬁhM




09/28/95

12:56 202 690 6518

L.

Nttt

Medicine & Health

August 21, 1995

PERSPECTIVES

Managed Care Agnostics
Question Savings Claims

With shouting and sometimes shoving
matches breaking out in the provinces over
Medicare and Medicaid during the congressional
recess, a welcome calm fell inside the Beltway. In
fact, at one gathering of prominent analysts and
scholars, the utterly refreshing topic was how
much we don't know about health care cost
trends.

Lighting up the event with the quip of the
month was John Erb, a principal with Foster
Higgins, the consultants whose estimate of a 1.1
percent Jdrop in per-empioyee health benefit costs
from 1993 to 1994 became a mantra for champi-
ons of market-based reform, widely touted as
proof that the private sector can slay the dragon
of costs with managed care.

Etb himself is much more cautious.

"Becaus¢ we collect 30 mery numbers, we're
in a situation where we can tell you that we don't
know where this is going," he says. "Most people
intuitively try to tell you that. We've got the num-
bers to prove that we don't know where health
care costs are going.”

Congress being out of town, it wes & slow
news week in the capital, and Erb's remarks
carned a spate of replays on C-SPAN as a result.
But. it remains to be seen whether his point will
work its way into the increasingly feverish and
rhetorical debate about remaking Medicare and
Medicaid in the private sector’s image.

The nub of the Foster Higgins interpretation
is that the '93-'94 slowdown was "a one-time sav-
ings due ro moving employees from a bigher cost
plan to a lower cost plan." In the sempling of
2,000 large firms surveyed by the consultants, the
number of employees with indemnity coverage
dropped from 43 percent in ‘93 to 33 percent in
04,

According to Erb, the major lesson from the
data is in the breakdown of the rypes of managed
care plans that these employees moved to. The
percentage in preferred provider orgenizations
(PPOs) remained stable at 23 percent, while

HMOs grew marginslly from 23 percent 1o 25
percent.

The managed care hybrid that gained most
dramatically, and absorbed most of the shift out
of indemnity coverage, was point-of-service
(POS) plans. POS plans aliow enrollees to go out
of their managed care network to physicians or
other providers of their choice for a higher out-
of-pocket cost. Coverage by these plans jumped
from 9 percent to 17 percent of employees in the
Foster Higgins survey.

Erb spells out the implications: "Nearly all
of the migration into managed care plans in 1994
was into managed care plans that retain an ourt-of-
network benefit. This is not migration- into
HMOs." -

While two-thirds of the emplayees in the
survey are in some type of managed care plan, he
points out, "three-quarters of all employees are
enrolled in a pian that offers an out-of-network
benefit, that offers choice, that retains the indem-
nity plan characteristics.”

"This shift did create a one time savings for
employers,” Erb concludes. “The question is, will
it continue?"

What Agnostics Believe

The reievance of the "one-time savings”
analysis to the hot summer debate over entitle-
ment budgets is argued by two scholars from the
Urban Institute in a recently released paper com-
paring public and private health cost trends. If
managed car¢ savings are over-estimated, after
all, the premise on which the proposed restructur-
ing of Medicare and Medicaid is based may well
be faulty.

Contrary to the commonplace perception
that Medicare spending is out of control, co-
authors Marilyn Moon and Stephen Zuckerrman
conclude that when measured on a per-capita
basis, "growth rates between private insurance
and Medicare have actually been quite similar.”

"Preliminary numbers for 1994 growth rates
do indicate a stronger showing for private insur-
ance relative to Medicare," Moon and Zuckerman
acknowledge. "But we do not yet know whether
such results can be sustained over time since
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such results can be sustained over time since
some of the savings being achieved in the private
sector represent one time gains as employees shift
from expensive to less expensive plans. While
Medicare could also achieve such savings, they
are likely to be short term in nature and, thus,
would not necessarily result in low rates of
growth needed year after year to achieve the fed-
eral budget targets."

Medicare aside, additional evidence brought
to bear by Foster Higgins in its 1994 survey
seems to increase the burden on managed care to
prove its claim to be winning the war on costs. A
breakdown of average annual cost growth per
employee finds that POS costs are going up
faster, at 13.1 percent, than indemnity plans,
which increased by 10.2 percent from 1993 to
1994, HMO cost growth was just slightly less, at
9.7 percent, while only PPOs got cheaper, by 2.6
percent.

The somewhat mind-boggling implication is
that average per employee costs increased signif-
icantly in all types of plans except PPOs,
although overall spending went down — because
of shifring enroliment. That is the kind of hell
that the rapidly changing private health care mar-
ket plays with the numbers.

~ Putting the business of cost estimation in an
ever, worse light is Henry Aaron, of the
Brookings Institution, who says that health econ-
omists are trapped in & state of uncertainty
because the quantity of services (Q) in the equa-
tion E (expenditure) = P (price) x Q is a factor
that no one knows how to measure.

“The character of health care services is
chapging at blinding speed,” Aaron wrote last
winter in Health Affairs. "No market evaluations
of thes® services exist to permit comparisons
among services and over time. If outpatient lens
replacerent goes up and inpatient exploratory
surgery gocs down, has the quantity of medical
care risen or fallen? If magnetic resonance imag-
ing (MRI) exams replace myelograms, has the
quantity of health care risen or fallen? . . .

"For that reason, we cannot know what is
happening to real health care services. To put the
matter ¢ven more bluntly, despite the attention
lavished on various health care price indices, we
do not know whether health care prices are rising
more rapidly ther general prices, are rising more
slowly than general prices, are rising at about the
same rate, or are falling."

@o003/005

Blooming Hybrids

The date are unambiguous about the rapid
enrollment growth in POS plans. Where these
plans fit in the managed care revolution is less
clear. Some regard them as a transitionzl form,
designed to lure recalcitrant employees and bene-
fit managers into the scary new world of managed
care. .
"It's there to make everyone feel good," says
Richard Sharpe, former program director of the
John A. Hartford Foundation, which has support-
ed innovative care and financing systems.

Knowing they have 2 choice makes employ-
ees — and the executives who make health bene-
fit decisions — more comfortable with HMOs,
even if they rarely exercise their choice, Sharpe
and others say.

But Erb suggests that the out-of-network
benefit is more than just & symbolic, feel-good
option. "Twenty-two years after the HMO Act of
1973, only a quarter, a little more than a quarter
{of employees in the annual Foster Higgins sur-
vey] have enrolled in an HMO. The rest have
opted for a more lenient, if you will, form of man-
aged care. . .

Hybrid plans are "not a transition to HMO's
but an essential choice that consumers want," a

- San Francisco consultant told the New York Times

last month.

Observers say that POS cost increases have
occurred because the hybrid plans have offered
rich benefits to attract new enrollees, and because
recent enrollees, accustomed to fee-for-service
coverage, use out-of-network providers more than
those accustomed to HMO restrictions on choice,

the Times reports.
That implies that those costs will eventually

come down. But Erb counters that persistent cost
increases in HMOs indicate that managed care
has yet to live up to its promise.

"Where is this reduction in health care costs
that we read about in the papers?” he asks rhetor-
jcally. "When you look at the managed care plans,
you see that there was none. It was simply the
movement from indemnity to managed care.”

A return to first-dollar (no deductible) cov-
erage by many HMOs s one factor pushing up
costs, according to Erb. Another is the demand
for stockholder earnings in investor-owned plans.
Increased administrative costs implicit in man-
aged care utilization and quality controls also are
driving increases, he says.

"We do not know how much money HMOs
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will burn in edministering managed
care. . . ." says Princeton University
economist Uwe Reinhardt, who
appeared with Erb at an August 7
briefing for congressional staff mem-
bers and journalists sponsored by the
Washington-based Alliance for Health
Reform, ". . . especially since none of
the HMOs have any data system wor-
thy of the neme. So wait until they
have 1o put those in place."
Reinhardt describes himself
as an "agnostic” on the issue of
managed care's potential for con-
trolling health costs. The numbers

“Unless somebody
paid me to say
something different,
I would say that
I do not know what'’s
going on.”

has reported previously. Lately,
primary care doctors are begin-
ning to take similar steps in other
major markets including Denver
and New Orleans, as well as sec-
ond-tier markets such as
Knoxville, Omaha, Austin (TX),
Worcester (MA) and parts of
exurban Pennsylvania.

“They are tired of being
beholden either to hospitals or
insurance compsenies. Doctors
arc breaking out and saying, 'We
kpow how to manage care,’"
Sharpe says of the new breed of

can be argued either way, he says.

"Unless somebody paid me to say something dif-
ferent, I would say that 1 do not know what's
going on."

Managed Care vs. Discount Care

In the absence of definitive data, decision-
makers have to be guided by instinct and common
sense, says Erb. "Some managed care plans work
and some managed care plans don't work, and it's
up to the employer and the employee to figure out
which are the good ones and which are the bad
ones." .

Providers, he might have added, also have
an interest in figuring out "which are the good
ones and which are the bad ones.” In a growing
number of markets, they are deciding that the bad
ones are loose managed care networks slapped
together to commeand market share and anchored
only by discounts and third-party utilization
review. - - .

Minneapolis consultant David W. Allen, of
McGladrey & Allen, calls this the "inspecticn
model of managed care, where management is by
a third party looking over the shouider" of
providers.

After preliminary experience with capitation
in an early generation of physician-hospital orga-
nizations (PHOs), frustrated primary care physi-
cian groups are now breaking away to form their
own managed care organizations in an increasing
number of markets, Allen says.

In mature mansged care markets like
Minneapolis and Los Angeles, these physician
groups and PHOs arc looking more and more to
contract directly with employers, as Perspectives

physician groups in the managed
care arena.

The "inspection” model amplifies adminis-
trative inefficiency, filling hospitals and doctors'
offices with staff who contribute nothing 1o giv-
ing care, Allen says. That creates opportunities
for well-run PHOs and physician groups to save
money by taking over the management of care
themselves.

"There's a whole industry springing up now
of those sorts of practice management companies"
that provide physician groups with the business
skills they need, he says. Ultimately, such groups
may become customers of insurance companies
and buy actuarial services or other capabilities
that insurers have, Sharpe and Allen say. But the
groups envision going to market on their own.

According to Sharpe, purchasing coopera-
tives and business coalitions will create new
opportunities for provider organizations to sell
direct to employers. "Co-ops are 2 kind of super-
market that would permit these groups to display
their wares," he says. '

"The insurance industry is going to throw
fits about this," Allen predicts.

Hardball, Anyone?

"True care management," ag Sharpe calls the
regime of provider-centered plans, is already
threatened by the providers' perennial adversaries
in the insurance community.

Earlier this month, the National Association
of Insurance Commissioners (NAIC) issued a
draft bulletin advising statc insurance regulators
that, “If a health care provider enters into an
arrangement with an individual, employer or
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other group that results in the provider assuming
all or part of the risk for health care expenses or
service delivery, the provider is engaged in the
business of insurance. Providers wishing to
engage in the business of insurance must obtain
the appropriate license.”

"Previders have become increasingly frus-
trated with their standing in traditional managed
care," the NAIC's work group om health plan
accountability explains in a memo that went out
to state insurance commissioners with the bul-
letin, which is advisory and does not have the
force of law or regulation.

“It appears that provider groups have recent-
ly begun joining together in ever-increasing busi-
ness combinations to sell and provide their ser.
vices directly to employers,” the memo notes.
"Under the capitated payment mechanisms, the
providers are counting on thec vast msjority of
people they are under contract to serve not getting
sick, yet these agreements expose them to the risk
that everyore will."

The Group Health Association of America,
the Blue Cross and Blue Shield Associatioa, the
American Association of Preferred Provider
Orgunizations, and the American Managéd Care
and Review Association have all endorsed the
NAIC's call for tight state regulation of PHOs and
other provider organizations that assume finan-
cial risk. "

The American Hospital Association (AHA)
and the American Medical Association argue
against the NAIC's recommendation.

"These types of integrated delivery systems
are competitive with the insurance industry and
somewhat of a threat," says Allen, and insurers
bave lobbied the NAIC to come to their aid.

The AHA argues that regulation of physi-
cizn-sponsored networks would crimp the financ-
ing of fledgling groups and discourage providers
from accepting capitation at a time when most
thecrists say that risk-sharing is the surest way to
reap real, long term savings from managed care.

Southern California's robust physician net-
works have been able to escape the purview of
insurance regulation because state law says that if
they own a hospital in their service area, they are
not considered to be in the insurance business. Seo
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these plans acquire small hospitals, which they
are proud to keep as empty as possible.

In Minnesota, a consensus-oriented business
community is presumed to be strong enough to
get what it needs in the way of state policy, Allen
says, and in Minnesota, business wants to con-
tract directly with providers.

A greater threat, he says, is the possibility
that the Federal Trade Commission will hold up
provider groups on antitrust grounds, with price-

- fixing complaints.

In any case, the more successful provider-
centered networks become, the more ncgative
pressures they will inevitably attract from rival
stakeholders.

" "The big plcture that needs to be kept in
mind,” says Allen, is that this type of activity
should be encouraged. It's in the best interest of
health care, and particularly the economics of
health care. . . .These folks are trying to do some-
thing the marketplace needs.”

Standards should be developed for the new
plans, and consumers protected, according to
Allen and the AHA. The American Society of
Internal Medicine (ASIM) last week came out
with an extensive set of reccommendations for
safeguarding the quslity of care and financial
soundness af*capitated plans. They include use of
stop-loss coverage and the creation of “carve-
outs” for high cost patients.

John DeMoulin, the organjzaation's director
of managed care and regulatory affairs, points out
that physicians also have the ability to care for
patients, which constitutes a significant asset not
recognized in insurance regulations. “Is it really
necessary that they have to have the same kind of
finencial reserves that insurance companies do?”
DeMoulin asks. “Someone has to figure out how
to evaluate that.”

“Health care is primarily a function of hospitals
and physicians,” says Allen. “It is not primarily the
" function of insurance companies.”

"Insurance companies should be in the back-
ground, providing administrative expertise, sys-
tems expertise, underwriting expertise, and capi-
tal, and soms of those things. But at the forefront
should be the relationship between the patient and
the physician who is providing care."—R.C.
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From 1994 15 1995, bealih plan
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of just 2.1 pereent. (Fig. |, page 2.) This
Io the lawast rate of increasa since 986
This raie of growth of haalth plan pre-
miums I8 slighily lower than the 3.2
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page 1)
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1992 1993
MO - 2% HMO « 26%

Conventianal with
Precertificalion - 36%

Conventional with
Procertiflcation - 417

Conventional « No
Precertification . 6%

Cnonvenlional - No
Precertfication .+ 47

PPO . 26%, POS . 87 PPO-22% POS-10%
1994 ' 1995
;- HMO) - 25% MO - 29%

- Cunventional with
Precertification - 27 %

Conventinna! with
Preecrtification - 20%

Conventinnal « No
Precertification - 47,

Cnnventinnal - Nn
Precertificntion - 6%

PrO-25% POS- 15% ' PPQ - 22% POS - 8%
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ment tafe for conventional plans with-
oul precertification restriconk was
drastically Jower at 4 porcent. As
reconily #s 1992, managed core repre-
santed just 56 percent of health eare
enraliments. (Fig.4.)

Mansged cars programs continue
1o dominuiz in the West, where 89 per.
ccnl of employaes are enralled in either
on HMO, PPO, or POS plan. By can-
trost, |n the South, conventenal plans
anrcl) 2€ pereent of eligibic empioyces.

(Pig. 5.)

Plan Chofoes

While past trends Indleated
employers were glremiining their
health plan offerings, the recent
axpansion of manafed care tysiems
and greater compatition amaag health
plans of ali rypes have allowsd Grms
10 cur health cars coats while increas-
ing the number of plans they offer
their warkers. Consequently, the
number of health cars plans belng

offered to workers i5 on the rise.

Flaxible Denefits
Since 1992, there has heen o

sicady und gradual increase in the vee

Copveutional » 3%

of flexible henefits plans. In 1995, the
henlth care musket axhibited an

incresse of 3 percentage: poinis in the

use of flexifie beneflix plans. Among
firmns using flaxible beneflu, the moss
popular oprion (R2 poruent) is paying,
for health inyurance premiums with
pre-tox dolinrs.

Bmpivyee Cost-Sharing
With te exceplion of PPO family
ptemiusms, the average maonthly
employce vontributions for all four
typer of haalls plans for both single
and fomily ¢overage have inerossed.
(Cmilnved on page 5)
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At the sume time, plan deductibles
hava nal increased significanuy.

Ritgibility for Health Care Coverage

The sumber of workers cuvered
by emiployer-sponsared health pitns
cuntinuet In grow, with 81 percentof
employees onsolied in such plans in
1995, This increase represents A grow-
ing awnrencss of the impgrisnca of
Realth care coverage as a.ton! In
recruiting and retaining high quality
employses, The average wait far
health covernge for new smpjoyees
dropped by a small margin in 1995 w
an averags of 36 days (1.2 montha),
representing an everage decrense of 2
days from 1994,

Pro-axisting Conditions

Yhile the number of conventicn-
al plans with pre~cxistng condiuon
slausen fell by 3 percentsge points to
56 peecent in 1995, the anmber of
PPQ plans with pre-exisling conditien
clouses jnereased to 76 pescent, up 6
pereenlnge poinls from 1994, The
nuinber of POS plons with pre-exis
ing condjtien clauscs stayed e tums,

Smsfacsion with [iealth Plans
4 majority of employers are salis-
ficd with the cosi of 1helr healih plany,
ond human resoirce professionals are
fanerully enmfartabla in ecommend-
ing theje health planc to other henefiis
/Mmznagers. HMQ and PPC plans
" inspira dre highest reconmmendations,
wilh almos! nine out of (an benefices
managers recorumending chese cypes of
plnns to odiers. Conventicnel and POS
plans ure noi. far behind in papylaricy,
with 84 percent of health bencfits

managers recommending POS and
conventong} pians lo othens.

Optimistic Qutlook for tha Next
Few Years

The saventh sbaight yesr of
henlth [asurancs uaderwrlting prof-
iability undsrscares an optimistic out-
laok for the nexl few years. Tha
underwriting results for health fneur-
c18 often predict what will happen in
terme of hrealth insurance premium
increases. Sloce 1965, bealth insue-
ahce has been part of & well-dsfined
six-yesr cycle of profitability — tires

yeurs of profits followed by three
yeers uf Jnsses. Acconling w the
underwridng cyele, iosses should have
hagun in 1992. Bu. KPMGO's Healilt
Benefirr survey deta Indicar

eyele has been broken as health insur-
ance premiumm rates are continuing Lo
rrow, but in smal'er increments.

For more details on I{multh
Renefits in 1995 contact your KPMG
adviser. Ar ordgeform for the survey
s Jocared on the_Idst page of this
BencfinSpecirun. B

— Derek Lision, Sun Francisco

S S N N SRR
The Disruption Study — An Aid fo L'nunumg

Managed.Care Netwarks

Tho dramate shiX (n amployer-provided health bengfis rom foe.
i the [sxt four yoars means that amployap sacking ta chenge

to managed care netwo

. tiealth gare vendors an longh simply change third-party aimi
changa the hualth eara providelx their employses uso, Empl

tors, but actually
e ganduwill and masin die.

1998 thm aueh ciangns bn ket at a\pinimem wherevar pgfeiblo. To minimize the disnmp-

tion in empioyes/hoalth nare provider Welatonthipe
ronsfite cansullarts have adoptad a “dishgion

simply comparing te manapad cars networ

Pittalls of Geugraphic
Matehing — Potential, Not
Actual Covorage
As managed care systeins ave
expanded end scek (0 merkeythem-
sslves aggressively in mojgl citles,
thage systems generally sbly on s

thair health care prbvidar network cov-
ers the zZip cades/of the client's
employses. Sudh “geo-access” analy-
s:6 genovally CMORSUALCE 4 veTy

KPMG
Qetonar 1239

an changing vendors, KPMG's group
y” variaUsn dosignod 1o go hoyenr
vorge to (he zip eodos of amploysos.

igh amployae covarage “pewntial.”
crge cilias R managed care network
cormonly ¢an show 85 13 99 percent
area cdyerige far high-dansity work

ongce a vendur is chixen and enroliment
complered, {tls equally eomymen to

(Cayr:sinund on pear 6)
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Hoalth Bensfits
in 1985 Rvailable

KPMO Peat Marwick's anpual
health henefus survay hay been pub-
lighed. This year's sufvey includas mnm
then §00 graphius end tables with [ndus-
try. repsion, and sizs of firm siadstics.

Health Bungfine in 1955 conwing
dnin.an premiuma. premium incraised,
employes contribulions, deductibles,
cointumnen, utiifzation managcment,
salf-insurance, covered benefls, cofe
1eri9 plany, claims review, and alher
sisusiics,

Reported findingy from our sur-
veys bove uppenared in numerous publi-
cationg including:

The Wall Streat Journal

The Lrnnomist

The Chicago Tribune

Houston Pest

Ransas City Srar

Denver Rocky Mauntain News

BNA Healeh Reponter

Moremn Henltheare

Nationul Underwriter

Rusimess Insurance

Eniployes Renafit News

Madicino and Health

* 1] f

The Ginbal Loader
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prossecee- eorcne e wresman= cmoveosaneamanmes -
| Toorder
i Health Benefits in 1995: Scnd order form with o chack for oual
] anwune, bvluding loeal sales wx, pnynhie w
i Name KPMG e Macwick (0.
‘
‘{ Tide IUMO Pral Maorwick
H ) Ann: im Beyminn (201-207-7892)
i Qrganiznion Heulth Renefhes in 1998
i Post Offias Box 23301
i Newark, (vow Jensey 07189
i No.uf Caples___@$128ench = $______
| Cin. LacoVtas = §______
i Sing zp Total = §
! Phone for furmes details, eall your incel XPMG Peot
| Marwink anmpenation ond banefiw ardvisct
: Tax or Dereie [igton, avsociste dimatar of reacaceh
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Sengs Spectrum is publishad by KPMG Pagt
Mimuick Washingion Nalcnl Compensaion & Gormhils
and adiled by Madim Prigdy Prtorsm. Oincior of
mpioyee Benefts Policy and Amalysis. QuesUons an
any of (he sublocts i s newsielier 4ad mauests lex
*diras ehinges (please intiuda malling ibe!) shoutd
o addressed to & somponagtion and benefily prols-

. wenalinthe KPMG Paat Marwis ofice ngared you.

Camnmonts and sugpesiions maansing the newslallry sre
Fam e a1d vk be dinmled |:

EAMG

Patar I, Efagky, Pariner, KPMG Paal Mamick
2001 14 St NW.. Waghinginn, 0.03. 20036
(202 467-3388

Pubijztion EAlor Tanys Walss, Washington Nalnna)
Compensatien & Deneflls
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