During the 1990s, the vast majority of individuals covered by insurance other than Medicare and Medicaid were covered by a managed care health plan. The concept of managed care originally was to construct a health care system that would slow down the rapid inflation of health care cost in America. The nineties have come and gone, and a decade’s worth of evidence and arguments can be utilized in at least a preliminary verdict on two key questions surrounding the managed care system. Was managed care, and will it continue to be effective in achieving cost containment? In doing so, does managed care undermine or compromise the quality of care provided by health care professionals? 

On must first determine what is meant by managed care. This is not an easy task. George Anders seems to draw little distinction between what is referred to as and HMO and any other concept of managed care at times in his book Health v. Wealth. This is mainly because the terms are readily exchangeable in most of today’s discussions of medical care. However, as he points out, the public and managed care haven’t always perceived themselves at odds with each other. In the 1960s and 70s, managed care was for the most part run by non-profit organizations. Their goal was to curtail excessive medical spending and procedures. By the 1980s, this trend shifted as managed care began to experience a demographic switch from non-profit to for-profit organizations. The urge to have tens of millions of new capital made available by going public was too much to resist (Health v. Wealth ch.4). Introducing profit in effect gave incentive for managed care to perversely twist their aims into mechanisms for making a profit.

The public sentiment seems to be that cost containment equates to reduction in quality of care, and that the answer to the second question is a definite yes. What has shaped this opinion? Is it based on a realistic, evidence-based view of what is occurring in managed care? As with almost everything, the answer one arrives at may depend on the source consulted and that source’s agenda.

This rule has always given physicians an edge in the public relations game. In American society, as well as many others, healers are regarded with a reverence, which lends weight to their words. Doctors have been able to carve out a niche for their interest by going directly to the affected source of health care: the patient. By giving the patient their opinion from a doctor’s position of power, physicians have been able to insulate themselves from proposed policies that were contrary to their desires by shaping public opinion.  Public opinion, in turn, tends to shape political and corporate policy to a substantial degree.

One example of this is the notion is that visits to the doctor’s office have grown shorter under the administration of managed care. A study by the New England Journal of Medicine suggests that this may not be the case.  In fact, the study claims that quite the opposite is true, showing that in the average visit has increased by two minutes between 1989 and 1998. How is the inaccurate perception to be explained, then? One suggestion is that doctor’s perceptions have changed. Physicians are generally discontent with the system of managed care and there is more to do during office visits than before (NEJM 1/18/01 via email). It is reasonable to infer that physicians then disseminate this discontent to their patients, giving us a working example of the before-mentioned hypothesis that physicians are able to shape public policy to suit their agenda.

Adverse public opinion in reference to managed care may be the source of other growing cracks in managed care’s hold on the system. There are currently bills in the legislatures of many states, including North Carolina, that seem to be more suited to pandering to public sentiment than achieving any meaningful reform. The North Carolina bill proposes to require HMOs to cover clinical trials, choose specialist as their primary care doctors and require HMOs to cover any drug that a physician deems necessary. Such measures hardly seem conducive to cost containment. Chris Conover, a public policy analyst at Duke estimates rate hikes of as much as 7.8 percent on premiums as a result of the legislation (News and Observer 4/26/2001 via email). To stand up and challenge an item with such high political momentum might be political suicide, so it seems unlikely that anyone will mount a spirited attack.  This bill will likely cause an increase in premiums, and furthermore it does nothing to solve the long term challenge of reducing the cost of health care to a level that can be sustained and still provide quality care. This proves the paraphrased adage that the road to hell is paved with good intentions that are executed poorly.  

Hospitals and employers are gaining some clout back from HMOs as well. Larger hospital networks are increasingly able to negotiate large rate hikes from HMOs. An example of this is Partners Health Care in Massachusetts, which was working as of March 18th 2001 to negotiate a 25-30 percent increase in rates from its managed care contractor. As hospital groups have grown larger over the years, they have learned to use the size of their patient base as a big stick in negotiations with their contractors. As a result, some claim that HMOs in this position do not strongly protest excessive administrative cost or unnecessary medical procedures. Once again, evidence that managed care is losing the war to control costs. Especially unfortunate is the way that HMOs will probably decide to deal with these costs, which is to increase the premiums of their clients (Boston Globe 3/18/01 via email). 

Such medical groups are able to take up many of the useful functions of HMOs. In many cases, physicians are making more of an effort to communicate with each other in an effort to determine which procedures are safe and cost effective. Medical journals are performing a similar function by publishing articles including cost analysis. Physicians groups can set up drug fomularies and watch their fellow doctors to make sure they are not moving the group toward the red by administering excessive treatment. Such groups are still managed care, but seem to be more equipped to balance the need for cost containment and care, as they are the ones who must both bear the cost and treat the patient (Health v. Wealth ch.14)

HMOs themselves seem to be abandoning their efforts at cost containment to preserve their market share. Because of fears of member backlash along with the threat of legislative action like the various Patient’s Bills of Rights being proposed, they seem to be more and more flexible in what they will allow patients to do. Increasingly, HMOs will bend the rules to prevent patient discontent. The problem is that this weakening of standards threatens to destroy the objectives of reducing medical cost and preventing over- treatment.

A good example of this can be found in a letter to the editor of the New York Times. In it, a woman describes how her managed care plan agreed to pay for her treatment at a non-contracting hospital and further agreed to allow her to undergo a surgery classified as experimental by the insurance company at their expense (NYT via email). While this woman possibly benefited from the quality of care she was afforded, her insurance plan certainly had no thoughts of cost containment in mind. If managed care has become so free with its money, is it still managed care?

 Are these efforts simply HMOs recognizing the error of their ways and accounting for this previous abuse, or are they another example of a misperception leading to bad policy? In New Jersey and Connecticut, the state keeps track of appeals not resolved by internal procedure; the result were that New Jersey reported 69 appeals from 2.5 million enrollees, and Connecticut reported 39 from 1 million enrollees (NYT 2/28/99 via email). These figures seem to suggest that most people are beginning to be more and more able to get more out of their managed care company, as managed care is feeling the pressure from politicians, doctors and hospitals.

What we begin to see is a system in which doctors and patients seem to be operating as enablers for the other. Patients demand the latest and supposedly best treatment and drugs regardless of cost considerations, and doctors are more than happy to oblige them. The only hope is to restructure managed care in a way that gives true incentive to address the needs of cost management and quality of care equally. 

In its current configuration, managed care seems to be failing to do the former and failing to convince anyone it is doing a good job providing the latter. It seems to me that managed care will be an imperfect instrument as long as its chief goal is to make a profit. This tilts the scale too far toward the cost savings end. On the other hand, without some cost containment measures put in place, we will see inflation on the care side of the equation, with the patient being the ultimate loser. Hopefully, managed care in some form will find a way to use the lessons of the past to avoid both these pitfalls.   

