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M A N A G E D C A R E — K E Y S T O N E O F 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 I N T H E 1 9 9 0 S ? 

An issue brief prepared by Joanne T. Fucello, M S W 

for discussion at the February 2, 1994, Capitol Forum. 

P R O L O G U E 

The topic of this Capitol Forum — "Managed Care - Keystone of Health Care 

Reform in the 1990s?" — reflects the nation's and N e w Jersey's struggle with analyz­

ing and redesigning the financing and delivery of health care services in a cost-

conscious and efficient manner. Managed care involves a mult i tude of health care 

industry players - physicians, hospitals, insurance and pharmaceutical companies, 

governmental agencies and consumers, each trying to "posi t ion" themselves and 

establish a viable role in this new environment. Managed care plans, which create 

the integration of the previously separate financing and delivery systems of health 

care, are the shape of things to come in the 1990s in a growing shift away from 

traditional indemnity insurance plans. The alternative delivery systems of managed 

care are the fundamental building blocks of the managed competit ion system, which 

is currently under great debate on a national level. N e w Jersey is one of 50 states 

analyzing its current health care policies, laws and delivery systems, while keeping as 

the focus of its efforts the acknowledged three substantive objectives of health reform 

— access, cost control and quality. 

The purpose of this brief is to offer what has been called "a snapshot of a moving 

train" by targeting the "who, what, where, when and how" of managed care, both 

nationally and in New Jersey, and to identify trends developing in the industry to aid 

in strategic planning and in some tough decision-making to be done by policy mak­

ers. In a recent report on health care costs in all 50 states, a Citizen Action study 

found that New Jersey ranked seventh in the nation in health care costs per family: in 

1993, the average New Jersey family spent S 8 J 6 5 in health payments, which was 5.5 

percent higher than the national average of $7,739 per family. 

The brief concludes with a list of discussion points for the Forum which are perti­

nent to New Jersey and its efforts to contain such health care costs, including the 

issues of how to best re-design the financing and delivery of health and medical care, 

of monitoring access and quality of care under managed care, and of regulating 

managed care and the State's role in it. Appendices include a glossary of terms for 

managed care and pertinent statistical data on health care spending in general and the 

current managed care environment. 
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M A N A G E D C A R E 

W H A T IS I T ? 

What does managed care m e a n 9 There is a virtual industry alphabet soup of 

Health Maintenance Organizations (HMOs), Preferred Provider Organizations 

(PPOs), Individual Practice Associations (IPAs), Point of Service Plans (POS) and 

even Triple-option Plans (TOP), which offer the consumer a choice o f three health 

benefit "opt ions" —- HMO, PPO or a traditional managed (or non-managed) indem­

nity plan. A glossary is included for easy reference that " translates" these plan 

acronyms and abbreviations. Within the industry itself there is no consensus on a 

definition of managed care. As a model, It is a system that integrates both'the ~f 

"(financing and delivery of health care. Its underlying principle is cos t -ef f ic ient /^ 

coordinated care, with an emphasis on preventive care, such as annual physicals andf 
Vwell-babycare.f " " ^ 

While different models of managed care plans have and continue to evolve, they 

share the following elements: 

* Contractual arrangements are made with providers to deliver comprehensive 

health care services to enrollees; 

* Standards are put in place for the selection of practitioners; 

* Strict oversight exists for the monitoring of service utilization and quality 

assurances; 

* Financial incentives exist for enrollees to use providers and services under 

their plan; and 

* Most managed care plans use the Primary Care Physician (PCP), who is usu­

ally a general practitioner, internist or pediatrician, as the case manager 

("gatekeeper") and coordinator of care. 

Commonly found cost control features among managed care plans include: 

* Utilization controls over hospital and specialist physician services; 

* Explicit criteria for the selection of providers within networks; and 

* Alternative payment methods and rates that may shift some financial risk to the 

providers of services. (1993 GAO Report on Managed Care) 

S T A T U S 

How these factors interact and interplay varies depending on the type of managed 

care model involved, such as Health Maintenance Organizations (HMOs) which may 

be more restrictive in choice of a physician, or Preferred Provider Organizations 

(PPOs) which offer more options to use physicians outside of a network. The 

growth and development of managed care deliver)' systems in the last 5 to 10 years 
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is one of the most visible changes in the delivery and financing of American health 

care. Currently, close to 18 percent of the country 's population is enrolled in some 

form of managed care plan, in a growing shift away from fee-for-service indemnity 

plans. In New Jersey, enrollment in managed care plans was approximately 12 

percent and included 14 Health Maintenance Organizations and some 56 Preferred 

Provider Organization (PPO) plans (December 1992). Currently, the leading H M O 

in N e w Jersey is US Healthcare, with approximately 425,000 enrollees. HIP/Rutgers 

is the second largest, with 178,000. U.S. Heal thcare 's entry into the New Jersey 

marketplace reflects how quickly plans can grow. As recently as 1990, US 

Healthcare was not included in a listing of H M O plans in N e w Jersey. Another 

recent entry into New Jersey's managed care playing field is H M O Blue, offered by 

Blue Cross and Blue Shield. H M O Blue has an enrollment of 94,000; Blue Cross 

and Blue Shield's state subscribers number 2.3 million. Blue Cross formed a 56-

hospital network as the foundation of its HMO. Premiums for coverage in H M O 

Blue are currently $2,264 to $3,136 for single coverage and $6,140 to $8,400 for 

families. (See Appendix for HMOs in NJ, their enrollment and service locations). 

But what do these various plans mean for health care financing and delivery and 

what are their implications for the future of health care reform? 

H I S T O R Y 

In order to more firmly get a grasp on the concept of managed care, it is important 

to first define it with specific examples and to provide a brief historical overview of 

managed care, which has been evolving for decades in the U.S. in one form or 

another since the 1930s with the establishment of the first prepaid group practices. 

The architects of managed care saw it as a means to bring together the financing and 

delivery of health care and to ensure a continuity of preventative and acute, remedial 

care. The Kaiser-Permanente Health Plan, which is now the largest group model 

Health Maintenance Organization (HMO) in the country with 6.6 million members 

and 14 HMOs (1992 data), was started in the 1940s for Kaiser 's employees in 

California and Oregon. Other states, such as Wisconsin and Minnesota, followed 

suit, establishing managed care systems within their borders. Even though managed 

care was proving viable in these states, in 1970 there were only 3 million Americans 

enrolled in HMOs, in 1973, when the Federal government enacted the HMO Act 

(PL. 93-222) to authorize Federal funds for HMO development over a five-year 

period, it became directly involved in looking at managed care as a way to deal with 

escalating health care costs. 

The decade of the 1980s was a period of growth in the managed care industry in 

the U.S. From just 3 million enrollees in 1970, the number increased to almost 35 

million in 1989. Government-sponsored Medicare and Medicaid, which had been 

operating along traditional health benefit models, also began moving into HMOs 

during this period, with various demonstration projects being launched to evaluate 

effectiveness. The managed care industry is undergoing some changes in the 1990s: 
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enrollments are up, primarily in the "hybrid" plans which are less restrictive and 

al low for greater choice for consumers to select their own physicians; the number of 

plans has decreased so that the 25 largest individual H M O plans enrolled 3 5 % of all 

H M O members in the country. The managed care industry, which includes providers, 

insurers, consumers and employers, is literally changing daily and is experimenting 

with the "bes t" form of financing and delivery of care. In one such major change, 

currently over 5 0 % of the H M O s offered hybrid open-ended or point-of-service plans 

to allow the consumer a choice of options at the point when he/she comes in for 

services, rather than at the t ime that he/she enrolls. The following are the key man­

aged care model types. 

S T R U C T U R E 

M O D E L T Y P E S 

At the beginning of the 1980s, almost 90 percent of the population was enrolled in 

traditional " indemnity" plans, purchased by employers and reimbursed by the insur­

ance company which acted as an " intermediary" with little active participation. Bills 

were paid by the insurance company to either provider or insured on a retroactive, 

fee-for-service (FFS) basis. During the 1980s, various types of managed care plans 

developed with an emphasis on containing cost. By 1991, there were over 2,000 for-

profit and not-for-profit distinct health insurance and managed care entities. These 

managed care plans, or alternate delivery systems, encompass a wide range of forms: 

some insure, provide and manage care; some only provide and manage care; others 

only administer plans Some are offered through employers and coordinate a mix of 

providers and administrators (physician group plans and hospital providers). Some 

are offered by businesses, hospitals, or hospital/physician networks. Employers are 

responsible for making large incursions into managed care systems as increasing 

numbers take direct control of their health benefits plans. 

While there are various names and options in the managed care industry alphabet 

soup, we will focus on the most active types operating nationally and in N e w Jersey: 

HMOs, PPOs, and hybrid plans. The first entry into the managed care environment 

was the Health Maintenance Organization, or HMO. Four model types developed in 

the HMO industry: 

HEALTH MAINTENANCE ORGANIZATIONS 

( I ) the staff model, which uses salaried, on-site staff physicians and offers a mix of 

specialists; 
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(2) the group model in which the H M O contracts with one or more large multi-

specialty group practices; "-**' 

(3) the Independent Practice Associations (IPA), which uses independent physi­

cians practicing alone or in small medical groups, and 

(4) the Network model FIMO, in which contracts are negotiated with one or more 

physician groups, who provide facilities and personnel. 

In New Jersey, 4 out of the 5 largest HMOs are for-profit, Independent Practice 

Associations (IPA). The individual physicians in IPAs work in their own private 

practices and see both fee-for-service patients, as well as their H M O enrollees. For 

each H M O patient, the physician is paid by capitation, that is, a fixed amount for 

each patient enrollee. In 1992, IPA-model HMOs continued to dominate the indus­

try nationally as well, representing 65 percent of all operational plans. 

PREFERRED PROVIDER ORGANIZATIONS 

The Preferred Provider Organization (PPO) model is another one of the fastest 

growing model types in the industry. PPOs are groups ot physicians who contract 

out with insurance companies, employers, or third-party administrators. PPOs are 

organizations, not the actual providers. The participating physicians are paid on a 

fee-for service schedule at discounted fees, usually 10 percent to 20 percent below 

normal fees. Some HMOs offer PPOs to expand the number of physicians from 

which a patient may choose. 

HYBRID PLANS 

A new type of HMO emerged in the early 1990s — the Point-of-Service (POS) or 

open-ended HMO, which offers the option to choose outside the plan at the t ime 

enrollees seek care for a health problem. This point-of-service model combines the 

best of the features of HMOs (with preventative care and the primary care physi­

cian as coordinator), PPOs (with point-of-service choice of physician and fee-for-

service discounts for providers) and traditional indemnity plans (free choice of 

health care provider). These POS plans have strong financial incentives for enroll­

ees not to see physicians outside of the plan, i.e., the patient must pay more out-of-

pocket. For our purposes, we will focus on the roles of insurer and provider, plus 

the financing, risk-sharing and delivery of services. 

(see chart 1, next page) 
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C h a r t 1 . S u m m a r y o f M a n a g e d H e a l t h C a r e S y s t e m s 
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(Adapted from N. W Inegar, Clinician's Guide to Managed Health Care) 

C O M P A R I S O N WITH T R A D I T I O N A L INDEMNITY P L A N S 

Health researchers Weiner and De Lissovoy (1992) looked at the managed care 

industry in the U.S. by breaking it down along four comparative l ines—the traditional, 

fee-for-service indemnity plan (no managed care review) the managed indemnity plan 

(which includes a form of case management or utilization review to monitor the appro­

priateness of medical care provided), the H M O model (IPA, Network and Staff) and 

the PPO model. Currently, 37 percent of all insured Americans are covered by tradi­

tional, fee-for-service indemnity plans; 34 percent are enrolled in some type of man­

aged indemnity plan (with utilization review mechanisms in place, such as second 

surgical opinions and hospital preadmission certification); 15 percent are enrolled in 

H M O plan types and 14 percent are enrolled in PPO plan types. These percentages 

shift based on persons privately insured. 

PAYMENT METHODS 

How do these four different model types compare? They differ along the lines of 

the degree of utilization controls placed on providers; the degree of financial risk 

assumed by the sponsor (employer; union), the intermediary (or insurer) and physi­

cian; the degree of restriction placed on the consumer ' s selection of a provider, and 

the extent of enrollee and provider incentives. Within the managed care plans, 
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financing systems are varied, and may be either through capitation, discounted 

fee-for-service, or fee schedules (see Glossary). For example', rather than paying 

for each individual service, HMOs set up contracts to pay physicians or hospitals a 

fixed amount for each person enrolled in the plan. This amount is set (it may be 

either fully or partially capitated), is paid in installments and remains the same no 

matter how often an enrollee uses services. If the fixed rate is underest imated (or 

if utilization of services is high), the provider incurs additional expenses and 

absorbs the loss. If, on the other hand, fewer services are used by patients, the 

physician experiences a net gain. 

RATE COMPARISONS 

Under managed care, premiums are paid for health benefits as they are under 

traditional plans. On a national level, average premium prices in a " typical" 

H M O plan range from $128.76 per month for an individual to $353.57 for a 

family (1992). In comparison, in New Jersey the average premium for an indi­

vidual was $151.64 and for a family was $413.65. (The increase can be explained 

C h a r t 2 . E s t i m a t e d M a r k e t S h a r e o f H e a l t h I n s u r a n c e P l a n s 
b y S e g m e n t o f U . S . P o p u l a t i o n , 1 9 9 0 

(bars representing each population segment are not 
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by what the Health Care Financing Administration (HCFA) calls the traditional 

higher costs for health care in the Mideast region of the country — N e w Jersey, 

New York, Pennsylvania and Connecticut . ) In a managed care settings, patients 

pay a small amount each t ime they see a physician, ranging from $5.00 to $10.00. 

In comparison, under the traditional indemnity plans, patients have a deductible; 

once it is reached, they must pay a "co-payment" of some percentage of the fee for 

services rendered. These co-payments range from 20 percent to 50 percent, 

depending on the plan. Traditional plans also have an out-of-pocket maximum 

which the consumer pays, which varies based on deductibles and coverage. 

How premium rates compare among managed care plans and traditional plans is a 

point of controversy. A 1993 U.S. General Accounting Office (GAO) report in­

cludes one survey of over 2400 employers that indicates that in 1992, H M O plan 

premiums averaged nearly 11 percent be low PPO plans, which were 9 percent 

lower than indemnity plans. In contrast, two other surveys of equally large num­

bers of employers showed that managed care premiums were similar to or greater 

than the premiums for indemnity plans. 

Generally, traditional indemnity fee-for-service plans have a high degree of 

patient freedom and few restrictions on the amount of controls placed upon provid­

ers. In comparison, HMOs have a low degree of patient freedom of choice and 

C h a r t 3. T h e A m a l g a m o f M a n a g e d C a r e 

Source Johnson & Johnson, Managed Care Update, Vol. 1, #7 July. 1992 
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flexibility for providers. PPOs, which a l low for physician selection outside of the 

provider network, fall somewhere in between the two regarding patient freedom to 

choose and provider treatment flexibility. When looking at cost control and health­

care management, HMOs provide the highest degree of control over these two 

factors, while traditional plans offer the least. O n c e again, PPOs fall somewhere in 

between the two. (See Diagram). It is important to keep in mind that the managed 

care plans are constantly changing the terms of their financing and utilization 

controls depending upon the market needs and their financial viability. 

C H A N G I N G R O L E S O F I N S U R E R S A N D P R O V I D E R S 

One of the most dynamic pieces of the managed care industry is the changing 

roles and responsibilities between insurers and providers, which are no longer as 

clear-cut as they had been in the traditional model of health care financing and 

delivery. The factor of risk has always plagued the insurance industry and it contin­

ues to do so under managed care. Risk can basically be defined as the responsibil­

ity or liability for payment of services (Winegar, 1992) 

Under traditional, FFS indemnity insurance, insurance carriers acted as passive 

claims payers, underwriting policies and passing increasing costs on to providers by 

increasing premiums; employers and insurance carriers shared risk. Managed care 

spreads out the sharing of risk through the employer (who pays premiums), the 

managed care entity (intermediary) and the provider, through capitation payments. 

The balance of how much risk is shared varies depending on the type of managed 

care plan. For example, through H M O models, risk is shared with providers, either 

through capitation payments, or via salary (staff-model HMOs). In some IPA and 

PPO plans, all physician payments are subject to a percentage "withhold ' ' (for 

example, 15 percent), which represents the degree of economic risk borne by the 

provider. Periodically, the withhold fund balances are analyzed and any eligible 

surpluses are distributed to the appropriate providers. 

By shifting financial risk to providers, the goal of managed care plans is to 

discourage extensive use of referrals to specialists and expensive, high-technology 

services. PPO network physicians are generally not required to assume financial 

risk for the provision of services. Fees are reimbursed on a fee-for-service basis, 

but are negotiated to pay discounted fees to both physicians and hospitals. A 1993 

General Accounting Office (GAO) study offered a caveat that with discounted fees, 

incentives exist for providers to offset lowered fees by increasing the frequency 

and intensity of services. The monitoring for such behaviors is imperative if cost 

savings are to be effected. 

The use of capitated payments, i.e., the use of a fixed payment to providers for 

each enrollee in the health plan, as with HMOS, has its own set of challenges. For 

example, how is the appropriate formula for payment to be agreed upon? How can 

it ensure that costs are adequately predicted, such as in the case of the costs of 
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catastrophic illness o f an enrollee? In such cases, how can the finan­

cial viability of the provider entity be ensured? The Medicare pro­

gram continues to struggle with this problem in finding the "r ight" 

formula to set for capitated payments for care. This problem becomes 

all the more serious in a managed care environment. 

C h a r t 4 . I n d e m n i t y I n s u r a n c e : 
E m p l o y e r a n d I n s u r e r S h a r e R i s k 

M a n a g e d C a r e : 
R i s k is S h a r e d b y E m p l o y e r , I n s u r e r , a n d P r o v i d e r 
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V i g n e t t e s 

The following a r e in tended to se rve as i l lus t ra t ions of how c o n s u m e r s a n d p rov ide r s 

move in a m a n a g e d c a r e env i ronmen t . 

CASE # 1 - TRADITIONAL INDEMNITY 

PIAN WITH MANAGED CARE 

COMPONENT 

Barbara L, a 40-year-old self-
employed social worker, has small-
group enrollment with a major 
insurance company under her small 
group practice. Her 1993 premi­
ums are approximately $160.00per 
month ($1,920 per year), an in­
crease of 5% from 1992. Her 
managed care component, which 
has lowered her premiums by 8%, 
requires that she get authorization 
from the medical review team at the 
insurance company when she needs 
any surgical or hospital inpatient 
procedure performed Under her 
plan, she has a $400 out-of-pocket 
deductible, then she pays 50% of all 
charges for health care, and the 
insurer pays the other 50%. She has 
an out-of-pocket cap of $1200 for 
annual medical expenses, over 
which amount the insurance 
company pays 100% for services it 
deems medically necessary. Embed­
ded in Barbara L's premium is a 
charge for preventative care, under 
the managed care component of her 
plan. This allows for a waiving of 
the deductible for one annual 
physical, one ob-gyn examination 
and mammogram (if she is over 50). 
This preventative care package adds 
6% onto the baseline premium If 
Barbara L had gone for traditional 
coverage, without the managed care 
component and preventative care 
package, her premium would be 
$155.00per month, or $1,860per 

year. 

CASE # 2 - H M O - STAFF MODEL 

vs . NETWORK MODEL 

John It and his family are enrolled 
in a large staff model HMO. Premi­
ums for a family of four are $390 
per month, an increase of 6% from 
1992. The family must pay $5.00 for 
each visit to the HMO. Staff model 
HMOs hire a variety of physicians 
and specialists as salaried employees 
to provide services. Providers 
practice in one or more clinic 
settings. Enrollees can see only the 
physicians on staff at the HMO and 
cannot access physicians in the 
community who are outside of their 
HMO. When John It's son had an 
eye infection after chicken pox, he 
could not see the ophthalmologist at 
the medical practice in his town who 
happened to be available on Sunday. 
He had to see his Primary Care 
Physician on staff at the HMO, who 
decided whether or not referral to 
the on-staff ophthalmologist was 
appropriate. He also had to wait 
until Monday morning because the 
Primary Care Physician had 
evaluated the problem over the 
telephone on Sunday and deemed 
that it was not an emergency (which 
it was not). He prescribed antibiotic 
drops, for which the family had to 
pay $5.00 for the HMO pharmacy 
charge. If John R s son had seen 
the non-HMO specialist, he would 
have paid $75.00 out-of-pocket for 
charges, plus $40.00 for the pre­
scription to be filled at a non-HMO 
pharmacy. 

By comparison, if John R and his 
family had been enrolled in a 
network model HMO they would not 
have been limited to choose only 
from the salaried staff at the Staff 

Model HMO. Network model 
HMOs contract with several groups 
of physicians or independent 
practitioners. These panels of 
providers may include family 
practice physicians, internal 
medicine physicians, pediatricians, 
oh-gyns., etc. The HMO funds the 
physicians through capitation 
payments. It may also assist 
physicians in obtaining discounts 
from specialists, to whom they have 
to refer when they cannot provide 
such services. In this network 
model, which provides a large 
number of community-based 
physicians from which members 
may select for their primary care, 
John R pays $419.00per month in 
premiums in 1993 (an increase of 
7% from 1992), or $5,028.00 
annually. He still would pay his 
co-payment for the visit of $3.00 to 
$5.00 but would have had a wider 
range of physicians from which to 
choose, as welt as specialists for 
referral. 

If John R 's HMO offers an 
"open-ended" or Point-Of-Senice 
Plan, he would not be "locked-in " 
at all to the HMO's providers but 
would be allowed to go out-of-plan. 
When John R goes out of plan he 
takes on more costs, where he may 
have to pay a 10% to 20% deduct­
ible towards the out-of-plan 
physician's charges. As discussed 
in the brief, such Point-of-Service 
plans are part of a new breed of 
hybrid plans and would more likely 
be found offered by non-traditional 
HMOs, by Preferred Provider 
Organizations (PPOs) and PPOs 
offered by HMOs. 
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CASE # 3 - PREFERRED PROVIDER 

ORGANIZATIONS ( P P O s ) 

CASE # 4 - H M O MODEL FROM THE 

PROVIDER POINT OF VIEW 

CASE # 5 - PUBLIC PROGRAM -

MEDICAID CLIENT 

PPOs are organizations, not 
providers. The providers affiliate 
with a PPO and may be physi­
cians, dentists, hospitals or 
nonphysician clinicians, such as 
social workers. Insurance compa­
nies or employer groups purchase 
services for their subscribers or 
employees from the PPO. The 
PPO entity then acts as a "bro­
ker " between the purchaser of 
care and the provider. In a PPO, 
John R and his family would 
have the option of using the 
"preferred" plan providers, or not 
using them. The PPO uses an 
incentive for John R. to use PPO 
providers; if he chooses a non-
PPO provider, the plan may cover 
only 70% of the charges, as 
opposed to 90% if he had used a 
plan provider. 

In the HMO model, a new consumer 
enrollee (let's use John R. again) 
selects from an available panel of 
physicians who is to be his primary 
care physician (PCP) and case 
manager, usually a general practitio­
ner or internist. The selected 
physician is paid a fixed monthly 
amount for that new member. Dr. 
Smith, the selected physician, must 
then provide all medical services, 
preventative and remedial, as 
specified in the HMO contract. Dr. 
Smith receives the same capitation 
payment each month for his patient, 
regardless of how much or how little 
John R. comes in to see him. Dr. 
Smith also has a "referral account" 
for which he receives an allowance 
for specialist care This is in 
addition to his capitation payment. 
Dr. Smith, if he makes a referral, 
pays for a portion of the specialist 
care through his referral account 
At the end of the John R s contract 
year, Dr. Smith, as the PCP, shares 
in any surplus or deficit in the 
referral account, which is one of the 
ways by which he shares risk. For 
example, if Dr. Smith is paid $10 per 
member, per month, over a year he 
will collect $120. for John R. s care 
He may receive an extra $1.00 per 
month in his surplus referral 
account, having limited the number 
of referrals to specialists. He then 
would receive $120, plus $12., or 
$132 for year. If John R. visited Dr. 
Smith three times that year, Dr. 
Smith would receive $44 per office 
visit in that year. In 1992, average 
PCP office visits by HMO enrollees 
totaled 3.5 visits per year. (Adapted 
from Winegar, Clinician \ tiuide to 
Managed Health Care, 1992). 

(Based on a vignette from National 
Public Radio illustrating the absence 
of preventative care for Medicaid 
clients and the high costs associated 
with providing inappropriate 
emergency room care). Maria C 's 
three-month-old baby is in the 
emergency room for an infected in­
grown toenail She tried to use 
home remedies, which failed, and 
then could not find a private 
physician to take her as a Medicaid 
client She has been to the emer­
gency room twice for the problem, 
has waited several hours and is one 
of several people waiting in the 
emergency room with non-emer­
gency medical problems because 
they have no family doctor. Each 
emergency room visit can run 
anywhere from $110 to $135, 
compared to $30 to $35 for a family 
doctor. Under managed care, 
Medicaid clients would be assigned 
to a primary care physician who 
would monitor care, including all-
important pre-natal and pediatric 
care for children. A Virginia 
Medical College study looking at 25 
Medicaid HMO programs across the 
U.S. found that per-member costs 
were 5 to 15% tower than in conven­
tional Medicaid programs. Savings 
were primarily based on lower 
hospitalization rates and lower 
emergency room usage. Individuals 
like Maria also cost the health 
system and Medicaid more money 
because they come in for help sicker 
and in need of more acute care, with 
diabetes out of control and requiring 
several days of in-hospital care, for 
example, in the absence of monitor­
ing and preventative care. 
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M A N A G E D C A R E - I N S U R A N C E C O M P A N I E S , G O V E R N M E N T A N D H O S P I T A L S 

I N S U R A N C E C O M P A N I E S A N D M A N A G E D C A R E 

Insurance companies are active players in the field of managed care, including 

Blue Cross/Blue Shield Plans and the over 600 commercial carriers. A recent 

Citizen Action study focused on commercial health insurers and found that those 

issuing policies in N e w Jersey are the seventh most efficient group in the country, 

allocating 28.3 cents to administrative and overhead costs out of every dollar of 

health benefits they paid to policy holders. Spokespeople from insurance compa­

nies believe this ratio will be equalized with the phasing-in of managed care in N e w 

Jersey, because while administrative costs increase slightly under managed care, 

health care costs will drop. Some insurance companies have purchased or estab­

lished their own discrete delivery systems (such as HMOs), but most private indem­

nity plans use some type of managed care "controls ," such as pre-certification or 

preventative care premiums. Major insurance giants like Prudential, Cigna, Aetna 

and Travellers are setting up networks, to organize doctors, hospitals, laboratories, 

pharmacies and other providers. Costs are contained by negotiating and securing a 

lower price, somet imes 10 to 30 percent lower, from the provider. Managed care 

industry trends are indicating an increase in enrollments but a decrease in the 

number of the plans. Such trends are a concern for the smaller insurance compa­

nies, who fear being edged out by the clout of the larger industry firms. 

Another interesting trend regards the movement for employers to self-insure in 

the managed care environment. Health Insurance Industry Association estimates 

indicate that over 50 percent of all employees are now in plans that are primarily 

self-insured; i.e, where the employer does not purchase full coverage from an 

insurer intermediary. In 1992 in New Jersey, 63 percent of HMOs were corporate 

managed, 25 percent were corporate affiliated, and 13 percent were independent. 

G O V E R N M E N T P R O G R A M S A N D M A N A G E D C A R E 

Regarding government-sponsored programs, most of the care is not reimbursed 

under a managed care system. 96 percent of Medicare enrollees (the elderly and 

disabled) are covered by traditional, fee-for service programs, with only 4 percent 

enrolled in some type of HMO model.The Federal government is now shifting its 

strategy to actively promote HMO enrollment for Medicare beneficiaries based on a 

recent 5-year Mathematica Policy Research study that showed that rather than 

saving money, the Government loses money when enrollees are signed up in 

HMOs. The Government paid 5.7 percent more for the Medicare patients in HMOs 

than it would have paid if the patients had been enrolled in the regular Medicare 

program. The problem lies in payment methodology in that the Government still 

has not found a satisfactory way of adjusting payments to reflect the health status 

and medical needs (chronic and disability care) of the individuals enrolled in 
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particular plans. The study found that the healthier Medicare clients enrolled in 

HMOs, while those with health problems stayed within the traditional fee-for-

service structure. 

Medicaid programs, on the other hand, a re moving into managed care plans. 

Nationally, approximately 80% of Medicaid enrollees were in traditional plans, 10% 

in managed indemnity plans, and 5% in H M O s and PPOs, respectively (1992). It is 

believed that managed care plans, with their emphasis on preventative care, are a 

viable alternative for the health care needs of Medicaid clients, in particular in 

maternity care and pediatrics. Medicaid and managed care in N e w Jersey will be 

the topic of the next Capitol Forum in March 1994. 

H O S P I T A L S A N D M A N A G E D C A R E 

Hospitals continue to play a vital role in the managed care industry as they jo in 

with physicians, laboratories and other providers to offer health services. One of the 

more successful models for hospitals as the center of managed care networks uses 

the university teaching hospital as its center. Once such system in Detroit, Michigan 

- the Henry Ford Health System, includes a large teaching hospital, 3 other-owned 

hospitals, four managed care hospitals, 800 salaried physicians, 26 out-patient 

centers and several HMOs (the largest of which has 420,000 members) . It has 

recently jo ined with Blue Cross and Blue Shield of Michigan in a jo in t point-of-

service venture offering broad consumer choice but limiting premium increases for 

large-group consumers. 

New Jersey's environment continues to grow with changes in hospital develop­

ment of managed care networks. Under health care reform in New Jersey, it contin­

ues to be seen what the status of community rating will be for our hospital system. 

Since January, when legislation ended state control of hospital rates, several hospital 

and doctors ' networks have emerged in the competit ive market place. N e w Jersey's 

UMDNJ is involved in such a network development. In December 1993, University 

trustees voted to form the not-for-profit University Healthcare Corp, which will 

form affiliations with health care facilities throughout the state to provide compre­

hensive care at reasonable costs. This statewide managed care network will provide 

medical, psychological and dental care to member patients, through teams of physi­

cians in the communities served and the UMDNJ faculty. Such an alliance allows 

for cooperation between academics and community physicians, who are tradition­

ally split from each other. It allows for a coordinated access point of care, which 

research has shown is a success factor in keeping costs down and al lowing for a 

continuum of care. Such networks differ in the financing of care in that they con­

tract with insurers to provide the care, usually at a reduced fee; the network itself 

does not handle the money. It is also a goal of the network that the University 

expand its programs in certain areas, especially in the field of family practice 

medicine. 
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Another recent development in N e w Jersey involves First Option, a 42-hospital , 

7,000 doctor health network, the first doctor/hospital-owned network. It is the first 

network of its kind to begin selling health insurance, which is to begin in April 1994. 

Its plan is to offer premiums at the lowest rate in N e w Jersey; it already has 55,000 to 

60,000 insured hospital employees commit ted to enrollment. In a recent Newark Star 

Ledger article (12/16/93), First Opt ion 's president John Adessa also states that 50 to 

60 percent of the patients at many first option hospitals are poor, elderly and disabled 

covered under Medicare and Medicaid. First Option, based in Red Bank, has hospi­

tals in its network throughout the state, including Monmouth Medical Center, Com­

munity Medical Center in Toms River, Union Hospital and Robert Wood Johnson 

University Hospital. 

P R A G M A T I C E V A L U A T I O N O F M A N A G E D C A R E 

In all of these plans and models, experts disagree widely on the benefits and prob­

lem areas of managed care systems. As New Jersey continues to evolve its managed 

care identity, the debate continues. Should we look to a state like Maryland, which 

has a unique "all-payer" system designed with built-in incentives to minimize price 

increases and eliminate hospital cost-shifting from one payer to another? Or pay 

closer study to Minnesota, which has pioneered the development of H M O s and other 

aspects of managed care? N e w Jersey itself is exploring the "any willing provider" 

concept, which allows for a managed care plan subscriber to be able to use an alter­

nate hospital or physician, who is outside of the assigned network, if that provider is 

willing to provide the necessary health services at the same rate and the care does not 

incur additional costs for the H M O or network. 

Whether or not we choose to go more deeply into managed care or experiment with 

hybrid forms of traditional plans and managed care models, it is important to bear in 

mind some of the identified issues in the managed care debate. 

B E N E F I T S 

* Managed care plans do save money when the plans are tightly managed and 

overseen. In one study a controlled H M O with tight provider oversight and 

restricted consumer choice had health spending at only 82 percent of a fee-for-

service plan with 2 5 % coinsurance. Success, however, depends on the scope and 

design of program and its flexibility in responding to market changes. 

* Savings do occur from shifting from fee-for-services to managed care capitation 

plans; however, studies are showing that these savings are "one- t ime" savings 

from lower inpatient use and more appropriate ambulatory care utilization pat­

terns. 
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A comprehensive emphasis on preventive care and the provision of a continuity 

of care through the primary care physician case manager. The element of 

preventive care/well care has long been neglected in traditional health care 

coverage. 

In a 1993 study published in the Journal of the American Medical Association, 

medical outcomes research found that when asked to compare traditional care 

with managed care, patients in managed care networks gave primary care 

physicians in prepaid plans lower ratings for availability, continuity and treat­

ment manner but gave higher ratings for financial access (that is, fees were 

lower than traditional care) and coordination of care. 

P R O B L E M A R E A S 

* The operations of managed care require a administrative function for strict 

oversight and review which may counter-act any cost savings. 

* In a fragmented insurance system, providers can increase prices for those not in 

managed care plans and engage in cost shifting from one payer to another. 

* Physicians complain of micro management of their medical practice and 

additional layers of bureaucracy; also, specialist practitioners, such as chiro­

practors, contend that it is inappropriate to have their care managed and coordi­

nated by a general practitioner as gatekeeper; they believe a chiropractor 

should monitor chiropractic care. 

* Limited freedom of choice for consumer, who must deal with a Primary Care 

Physician to manage his/her case. 

* Inconsistent standards for quality assurance. 

* Adverse selection in plans whereby "sicker" clients are not accepted in plans 

and remain in traditional, more-costly plans. New Jersey legislation as of 

November 1992 remediated this potential problem. 

* Issues around specific problems associated with rural settings and HMOs. 

Research has shown that substantial populations in a given market area are 

necessary for sustaining multiple independent health plans. In rural areas, this 

becomes difficult if not impossible. 

* Assessment of quality issue: the problem lies in that many physicians are not in 

agreement as to which medical treatments yield the best outcomes. Standards 

need to be developed. Who develops these standards and how should they be 

developed'7 
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Issues around Medicare beneficiaries, the elderly and disabled, who are high 

utilizers of health care services, being worked into managed care plans which 

emphasize preventative care and lower utilization of acute and non-traumatic 

services. The Federal government has currently backed off actively promot­

ing H M O enrollment for Medicare beneficiaries. 

I S S U E S F O R D I S C U S S I O N 

How will New Jersey address the problem of regulating managed care entities? 

How much/how little? Is it willing to rely on peer review and quality assurance? 

How much regulation is needed is this era of sensitivity in New Jersey that there is 

" too much regulation"? 

How will we handle groups who are frequent users of health care, such as the 

elderly, the disabled, the chronically ill, and those with mental illness? Where do 

high-cost and high-risk individuals go for health care? How will they fare under a 

managed care system? 

Where and how do New Jersey's uninsured fit in with managed care? 

Is New Jersey's State Employees Pensions and Health Benefits system a viable 

candidate to shift to managed care penetration, like California's Public 

Employee 's Retirement System, under which a managed competit ion system 

provides health and medical care to almost 1 million public employees, retirees 

and their dependents in a proven cost-efficient manner? 

Where does New Jersey stand in its numbers of primary care and general practice 

physicians. The distribution nationally is skewed towards specialists, with only 30 

percent of the country's physicians in primary care. The success of managed care 

depends upon the expertise of general practice physicians making referrals to 

specialists only when necessary. Do we have the physician work force to handle 

managed care? 
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G L O S S A R Y O F M A N A G E D C A R E T E R M S 

C a p i t a t i o n : A p e r - m e m b e r , m o n t h l y p a y m e n t t o a p r o v i d e r t h a t c o v e r s c o n t r a c t e d 
se rv ices , a n d i s p a i d i n a d v a n c e of i t s d e l i v e r y . I n e s s e n c e , a p r o v i d e r a g r e e s t o 
p r o v i d e spec i f i ed s e rv i ce s t o H M O m e m b e r s for t h i s f ixed , p r e d e t e r m i n e d p a y m e n t 
for a spec i f i ed l e n g t h of t i m e ( u s u a l l y a yea r ) , r e g a r d l e s s of h o w m a n y t i m e s t h e 
m e m b e r u s e s t h e se rv ice . T h e r a t e c a n b e f ixed for al l m e m b e r s o r i t c a n b e a d j u s t e d 
for t h e a g e a n d s ex of t h e m e m b e r , b a s e d o n a c t u a r i a l p r o j e c t i o n s of m e d i c a l 
u t i l i za t ion . 

E x c l u s i v e P r o v i d e r O r g a n i z a t i o n (EPO) : A d e f i n e d g r o u p of p h y s i c i a n s o r h o s p i t a l s 
t h a t h a v e a g r e e d t o p e r f o r m fee-for-service m e d i c i n e a t a d i s c o u n t , w i t h o u t f i nanc i a l 
r i sk . A n E P O d o e s n o t offer e m p l o y e e s po in t -o f - se rv i ce flexibil i ty. M e m b e r s r e c e i v e 
n o c o v e r a g e of m e d i c a l c a r e o u t s i d e of t h e d e s i g n a t e d p a n e l of p r o v i d e r s , h e n c e t h e 
t e r m " e x c l u s i v e . " S o m e b e n e f i t s e x p e r t s v i e w a n E P O a s a h y b r i d of a n H M O a n d a 
P P O . 

Fee - fo r -Se rv i ce : T r a d i t i o n a l p r o v i d e r r e i m b u r s e m e n t , i n w h i c h t h e p h y s i c i a n i s p a i d 

a c c o r d i n g t o t h e s e rv i ce p e r f o r m e d . T h i s is t h e r e i m b u r s e m e n t s y s t e m u s e d b y 

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

G a t e k e e p e r . M o s t H M O s re ly o n t h e p r i m a r y - c a r e p h y s i c i a n , o r " g a t e - k e e p e r , " t o 
s c r e e n p a t i e n t s s e e k i n g m e d i c a l ca re a n d effect ively e l i m i n a t e cos t ly a n d s o m e t i m e s 
n e e d l e s s r e fe r ra l t o spec ia l i s t s for d i a g n o s i s a n d m a n a g e m e n t . T h e g a t e k e e p e r i s 
r e s p o n s i b l e for t h e a d m i n i s t r a t i o n of t h e p a t i e n t ' s t r e a t m e n t , a n d t h i s p e r s o n m u s t 
c o o r d i n a t e a n d a u t h o r i z e al l m e d i c a l serv ices , l a b o r a t o r y s t u d i e s , s p e c i a l t y r e fe r r a l s , 
a n d h o s p i t a l i z a t i o n s . I n m o s t H M O s , if a n e n r o l l e e v i s i t s a spec ia l i s t w i t h o u t p r i o r 
a u t h o r i z a t i o n f r o m h i s o r h e r d e s i g n a t e d p r i m a r y - c a r e p h y s i c i a n , t h e m e d i c a l 
s e r v i c e s d e l i v e r e d b y t h e spec ia l i s t w i l l h a v e t o b e p a i d i n full b y t h e p a t i e n t . 

H e a l t h M a i n t e n a n c e O r g a n i z a t i o n ( H M O ) : A h e a l t h o r g a n i z a t i o n t h a t a c c e p t s 

r e s p o n s i b i l i t y a n d f inanc ia l r i sk for p r o v i d i n g spec i f ied m e d i c a l s e r v i c e s t o a d e f i n e d 

g r o u p of i n d i v i d u a l s d u r i n g a d e f i n e d p e r i o d of t i m e a t a f ixed p r i ce . D e v e l o p e d a s 

a n a l t e r n a t i v e t o i n d e m n i t y p l a n s , H M O s w e r e t h e first t o offer c o v e r a g e for 

p r e v e n t i v e h e a l t h ca re se rv ices . Of t en t h e p h y s i c i a n s s e r v i n g H M O p a t i e n t s a r e 

p a i d o n a c a p i t a t i o n bas i s . 

Staff-Model: T h e s ta f f -mode l H M O i s t h e p u r e s t f o r m of m a n a g e d 

care . Al l of t h e p h y s i c i a n s a r e i n a c e n t r a l i z e d s i te , i n w h i c h a l l c l in ica l 

a n d p e r h a p s i n p a t i e n t a n d p h a r m a c y s e rv i ce s a r e offered. T h e H M O 

h o l d s t h e t i gh t e s t m a n a g e m e n t r e i n s i n t h i s s e t t i ng , b e c a u s e n o n e of 

t h e p h y s i c i a n s t r ad i t i ona l ly p rac t i ce o n a n i n d e p e n d e n t fee-for-service 

bas i s . P h y s i c i a n s a r e m o r e e m p l o y e e s of t h e H M O i n t h i s se t t ing , a s 

t h e y a r e n o t in a p r i v a t e o r g r o u p prac t ice . 
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Independent Practice Association-Model (IPA): The i n d i v i d u a l 
pract ice assoc iat ion contracts w i t h i n d e p e n d e n t p h y s i c i a n s w h o w o r k 
i n their o w n private pract ices a n d s e e fee-for-service pat i ent s a s w e l l a s 
H M O enrol lees . T h e y are p a i d b y capi tat ion for the H M O pat i ent s a n d 
b y convent iona l m e a n s for their fee-for-service pat ients . P h y s i c i a n s 
b e l o n g i n g to the IPA guarantee that the care n e e d e d b y e a c h pa t i en t for 
w h i c h they are respons ib le wi l l fall u n d e r a certain a m o u n t of m o n e y . 
T h e y guarantee this b y a l l o w i n g the H M O to w i t h h o l d a n a m o u n t of 
their p a y m e n t s (i.e., u s u a l l y about 20 percent per year). If, b y the e n d 
of the year, the phys ic ian's cost for treatment falls u n d e r this s e t 
a m o u n t , t h e n the phys i c ian rece ives h i s ent ire "w i t h h o ld fund." If t h e 
o p p o s i t e is true, the H M O can t h e n w i t h h o l d a n y part o f this a m o u n t , 
at their discretion, from the fund. Essential ly , the p h y s i c i a n i s p u t "at 
risk" for k e e p i n g d o w n the treatment cost. This i s the k e y to the 
H M O ' s financial viability. 

Group-Model: In the g r o u p - m o d e l H M O , the H M O contracts w i t h a 
phys i c ian group , w h i c h is p a i d a fixed a m o u n t per pat ient to p r o v i d e 
specif ic services . The adminis trat ion of the g r o u p practice t h e n d e c i d e s 
h o w the H M O p a y m e n t s are d is tr ibuted to each m e m b e r phys ic ian . 
This type of H M O i s usua l ly located i n a hospi ta l or cl inic se t t ing a n d 
m a y inc lude a pharmacy. These p h y s i c i a n s u s u a l l y d o n o t h a v e a n y 
fee-for-service patients. 

Network-Model: A ne twork of g r o u p practices u n d e r the 
adminis trat ion of o n e H M O . 

Point-of-Service Model: S o m e t i m e s referred to a s a n " o p e n - e n d e d " 
H M O , the point-of-service m o d e l is o n e i n w h i c h the pat ient can 
rece ive care e i ther b y phys i c ians contract ing w i t h the H M O or b y t h o s e 
n o t contracting. Phys ic ians not contracting w i t h the H M O b u t w h o s e e 
a n H M O pat ient i s p a i d according to the services performed. The 
pat ient is incent iv ized to uti l ize contracted prov iders t h r o u g h the 
fuller coverage offered for contracted care. 

Preferred Prov ider Organ iza t ion (PPO): A de f ined g r o u p of phys i c ians or hosp i ta l s 
that h a v e agreed to perform fee-for-service m e d i c i n e at a d i s c o u n t w i t h o u t f inancial 
risk. Instead of b e i n g regulated b y the g o v e r n m e n t , prov iders are typical ly required 
to s u b m i t to ut i l izat ion r e v i e w s a n d to alter practice patterns that reflect e x c e s s i v e 
u s e of hea l th services . A u d i t s o n financial v iabi l i ty a n d qual i ty o f care m u s t b e d o n e 
i n d e p e n d e n t l y . From an e m p l o y e e perspect ive , the m o s t appea l ing feature of P P O s 
i s the point-of-service opt ion. 

Sources: Johnson & Johnson, Managed Care Update, Vol. 1, No. 7, July 1992. The Conference Board, 
Publication #968,1992, Managed Care Corporations. 
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HMOs Operating in New Jersey (as of December 1992) 

Aetna Health Plans of NJ 

Cigna Health Plans of Northern NJ 

Garden State Health Plan 

HIP/ Rutgers Health Plan 

HMO ofNJ/US HealthCare 

Medigroup Central 

Medigroup Inc. 

Met Life Northern NJ 

Oxford Health Plans 

PruCareofNJ 

Sanus Health Plan 

Travelers Health Network of NY 

Cigna Healthplan of the Delaware Valley 

Enrollment 

115,802 

86,238 

16.000 

177,592 

424,987 

46,888 

17,970 

22,266 

135,000 

57,634 

80,564 

20,736 

17,137 

Medicaid 

0 

0 

16,000 

2,413 

0 

0 

0 

0 

3,294 

0 

7,131 

0 

0 

Model 
Type 

IPA 

IPA 

IPA 

IPA 

IPA 

Staff, IPA 

IPA 

IPA 

IPA 

IPA 

IPA 

IPA 

IPA 

PCP 
Contracts, 

1,816 

1,110 

180 

120 

1,147 

1,284 

1,284 

n/a 

2,400 

1,609 

917 

1,856 

152 

Specialist 
Contracts 

1,683 

1,498 

n/a 

155 

4,340 

4,208 

4,208 

n/a 

2,408 

2,006 

2,113 

4,546 

269 

Tax Status 

For-Profit 

For-Profit 

Non-Profit 

Non-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

For-Profit 

Other MC Products 

POS, PPO 

POS, PPO, FFS 

Self-Insured 

PPO, POS, FFS 

Self-Insured 

POS, PPO, FFS, Self-Ins. 

POS, PPO, FFS 

NJ Service 
Area 

21 Counties 

12 Counties 

10 Counties 

14 Counties 

19 Counties 

21 Counties 

All Counties 

All Counties 

21 Counties 

All Counties 

7 Counties 

15 Counties 

9 Counties 

Sonne: Inter Study, The Competitive Edge, 1993. 

Based on data compiled by the InterStudy Center, there were 14 HMOs with enrollment in New Jersey. HMO Blue, operated by New Jersev 

Blue Cross and Blue Shield, is now operating in New Jersey and reports an enrollment of 94,000 members. The top 5 H M O s in New Jersev 

are: U.S. I iealthcare HMO of N e w Jersey; HIP/ Rutgers Health Plan; Aetna Health Plans of New Jersey, Inc.; H M O Blue; and Cigna Health 

Plan of Northern N e w Jersey. Sanus Health Plan and Travelers Health Network of New York are headquartered in New York and serve New 

Jersey; Cigna Health Plan of the Delaware Valley is headquartered in Philadelphia and also serves New Jersey 

You are viewing an archived document from the New Jersey State Library.



H M O p e n e t r a t i o n r e a c h e s 1 7 . 3 % o f U . S . p o p u l a t i o n 

HMO market penetration climbed to 
17.3% of the US. population in 1992, up 
from 15.9% in 1991. Penetration 
increased in 34 of the 47 states with 
active HMOs. Of the 11 states with 

decreased penetration, five states, 
including Arizona, New Jersey, 
Louisiana, Iowa and Idaho, had a net 
loss of one or more HMO plans between 
1991 and 1992. HMO penetration was 

|U^M.4^4%yWIiJ UM'^!,^ 

STATE 

Massachusetts 
California 
Minnesota 
Oregon 
Maryland 
Colorado 
Arizona 
Rhode Island 
Hawaii 
Wisconsin 
Utah 
New York 

Connecticut 
Michigan 
Ohio 
Illinois 
Washington 
Florida 
Pennsylvania 
Missouri 
Delaware 

New Mexico 
New Hampshire 
New Jersey 

• ' - •' •'— 

Rank" 

1992 | 1991 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
21 

3 
1 
2 

5 
6 
8 
4 
7 

10 

9 
11 
13 
12 
14 
15 
20 
17 
21 

19 
22 
23 

22 16 
23 26 
24 118 

1 

State 
Population**"! 

(000) 
1992 

5,963 
30,304 
4,436 
2,857 
4,934 
3,367 

3,858 
1,007 
1,182 

4,911 
1,765 

17,877 

3,302 
9,332 

10,941 

11,731 
4,917 

13,586 

12,068 
5,269 

705 
1,579 
1,194 
7,921 

SUMMARY OF HMO PENETRATION BY STATE* 

Penetration (%) 

1992 1991 

34.5% 
34.4 
32.5 

30.6% 
32.5 
30.6 

28.6 1 26.1 
27.1 ! 23.1 
26.6 22.5 

24.9 
24.8 
22.7 
22.7 
21.6 
21.0 

18.7 
17.5 
17.3 
17.1 
17.1 
17.0 

16.0 
15.7 
15.6 

30.1 
22.9 
21.6 
21.9 
21.4 
17.0 

18.6 
17.0 
16.2 

14.2 
14.6 
14.1 

14.3 
13.5 
12.4 

15.5 15.5 
13.7 10.6 
12.0 14.5 

j 

1990 

27.6% 
31.3 
28.1 
25.2 
19.9 
21.7 

20.6 
22.2 
21.3 
20.5 
18.6 
16.1 

17.6 
17.4 
15.9 

15.6 
14.5 
13.8 

12.3 
12.4 
18.2 

14.3 
9.5 

13.6 

Enrollment (000) 

1992 

2,056.1 
10,420.0 
1,441.9 

817.3 
1,337.7 

894.8 

960.4 
249.3 
268.6 

1,114.0 
381.0 

3,745.1 
616.1 

1,636.0 
1,894.1 

2,010.3 
838.9 

2,302.5 

1,924.6 
824.9 
110.0 
244.1 
163.7 
946.4 

, 1991 

1,832.5 
9,873.9 
1354.6 

762.0 
1,124.3 

760.5 
1,129.3 

230.3 
244.4 

1,083.9 
378.0 

3,077.6 

610.6 
1,695.3 
1,771.3 

1,642.6 
732.3 

1,867.2 

1,714.8 
695.1 

84.4 
240.1 
117.1 

1,125.6 

Total HMOs 

1592 

16 
46 
10 

10 
15 
15 

11 
3 
G 

25 
9 

36 

10 
19 
40 
27 
10 
40 

22 
17 
3 
5 
2 
8 

, 1991 

21 
50 
11 

10 
13 
19 

13 
3 
5 

25 
8 

36 
12 
24 
39 

25 
11 
40 

23 
17 
3 
5 
2 
9 

1990 

22 
50 
11 
9 

14 
19 

14 
4 
5 

27 
8 

37 
12 
26 
40 
27 
11 
49 

25 
16 
4 
5 
2 

11 

Enrollment Change (%) 

1991-1992 

12.2% 
5.5 
6.4 

7.3 
19.0 
17.7 

-15.0 
8.3 
9.9 
2.8 
0.8 

21.7 
0.9 
2.6 
6.9 

22.4 
14.6 
23.3 

12.2 
18.7 
30.3 

1.7 
39.8 

-15.9 

! 1990-1991 

10.4% 
6.0 

10.2 

6.4 
18.3 
6.5 

49.5 
3.5 
3.5 
8.1 

18.2 
6.1 

5.4 
-1.3 
2.7 

-7.8 
4.0 
5.0 

17.0 
10.0 

-30.3 
11.1 
11.3 
7.0 

Data source: SMG Marketing Group Inc. © 1993 

* The total for 1992 HMO enrollment has been rounded, so it is not identical to the total given in other tables. It includes only operating 
plana. The District of Columbia, with three HMOs enrolling 496,799 members, is not included because its numbers include many resi­
dents of Maryland and Virginia who work in Washington, DC. Alaska, West Virginia and Wyoming had no operating or developing 
HMOs in 1992 

** Rank based OD penetration. 
•*' State population data is a projection of the U.S. Department of Commerce Bureau of the Census Current Population 

Reports/Population Estimates and Projections/Series P-25, No. 1053, Projections of the Population of States by Age, Sex, and Race: 
1989 to 2010/ by Signe I. Wetrogan, published January 1990. 
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NUMBER OF PPOs SERVICING EACH STATE 

Pacific 
Region 

New England 
Region 

South Atlantic 
Region 
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