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A LEADER TRAINING RESOURCE KIT

This kit has been developed as part of a special research and
training project of the Cuyahoga County Cooperative Extension
Service, The Ohio State University and supported by The
Cleveland Foundation.

LINDELL C. NORTHUP SALLY K. EBLING
Project Director County Extension Chairman

"Making Sengse of Health Care Plang: The Consumer's Guide To
Health Care Coverage" is a set of materizls designed to help
leaders organize and conduct training for their zwn
audiences. The kit is organized in such a way so as to
provide necessary lesson plans, fact shzeis, and support
-materials.

The overall goals of this educational tool! include helping
consumers to assess their health care needs; to use

appropriate guidelines to purchase coverage which will Y
provide adequate protection for doliars spent; and to utilize i+
the plan they select in such a way as to recelve naximum
benefits,

Prepared by Lindell C. Northup. Program Assistant, as part of a Research and Training project of the Cuyahoga Courity Cooperative Extension Service.

. The Ohio State University, 6/86..

All educational programs and activilias conducted by the.Ohio Cooperative Extension Service are avaiable (o ali potential clientsie on a non-discriminatory basis wmxn regani
to race. coler, national origin, sex, handicap or religious affiliation.
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"HOW TO USE THE LEADER TRAINING KIT

This leader training kit is designed to help you, the leader, teach your audience
about a major consumer purchase - health care coverage. It is organized in such a
way that after participating in all the lessons, the participants should be better
able to:

1. Assess their individual/family health care needs.

2. Use appropriate guldelines to seiect and purchase health care
coverage in order to get the most protection for dollars spent.

3. Utilize their plan in order to maximize benefits.

Each of five leader teaching guides contain:

Consumar objectives

Lesson Outlines and Suggested Learning Activities

Fact sheets

Supplementary naterials
However, each guide is designed to be used indeperdently of the others, deperiding on
your audience and their needs, the smount of time available, or the number of
gsessions to be conducted. Target audiences who would benefit from the materials in
this kit include:

Young adults (the group most ]ikely to be without health care coverage

Employees who must select from a number of group health care plans

Incdividuals who must purchase individual (noan-group) health care coverage

Pre-retirement persons who need to begin planning for protection after
age 65

Senior citizens who must purchase coverage to supp!ement Medicare.

In addition, lesson outlines within the teaching guldes may be used independently to
better meet th. needs of the particular audience or if & geries of sessions is
nlanned. Try to determine your audierice®s needs or interests in advance. To do
this, you could speak with the staff or officers of the group and ask them what thoy
think the needs are. If possibie, you could develop a brief questionnaire and ask
that it be completed in advance of yvour training by the propcsed participants. If
more than one session is planned, you could use a questionnaire prior to the next
meeting or take a simple poil of those present. The number of suggoested learning
activities you choose wi!ll also depend on the length of time available. Before you
select the activities, bte sure you read through all the materials.



BEFORE THE TRAINING

1. Review the "Leader Teaching Guides* containing lesson
cutlines and activities for the section(s) yoy will be using.

2. Stﬁdy the lesson outline, review background informationm,
seler:t learning activities and make changes as needed.

3. Duplicate any handouts selected.

4. Assemble needed materials and equipment.

5. Obtain a room with enough tables so that participants
will have adequate table top space to spread out their

packet of materiais as well as allow them to partici-
pate in group or individual written activities.

PRESEHTIEQ THE LESSON

placement of chairs for best viewing, adequate room lighting,

1. Make sure that the meeting room is resady, such as the %
and proper room temperature.

2. Assemble needed materials and equipment, if any, and arrange
for easy use. Be sure equipment 18 working properly.

3. Give objectives of the lesson and a brief overview of
what 13 to be covered.

4. Proceed with the lesson, using selected learning activities.

5. Conduct question and answer or comment period. Allow
participants to share experiences.

6. Administer training effectiveness questionnaires.

 NOTE: The information in these materials was current as of the writing of this kit
(January 198€). Statistics and other figures (on costs, for example) change
frequently. The leader should update prior to a presentation, whenever possible.

To simplify information in this publication, trade names of some products and/or
services are used. NQ endorsement i{s intended, nor is criticise implied of similar

products not named. @




MAKING SENAE OF HEALTH CARE PLANS: Ve g Ton
0O THE CONSUMER’S$GUIDE TO HEALTH CARE COVERAGE 1T o e
) (310) e.-1890
(216) 631-3450
o | INING I SS QUESTIONNAIRE '
Your feedback on the training in which you have just participated is very

important. Thank you for taking the time to fill out this questionnaire.

YOUR NAME (OPTIONAL):
ORGANIZATION:

Please check hhé.léssons in which you participated:

I. Overview ___

II. Matching Health Care Needs with Options for Coverage
III. Evaluating and Selecting Health Care Plans and Policies
IV. Using Your Plan to Maximize Benefits

V. 8Senior Citizens and Health Care Coverage

Please rate the foliowihg on the scale below by checking (¥) the appro-
priate box: -

» " [Excellent €---—~————c-—-------q > Poor
: 5 4 3 2 1

INING EFFECTIVENESS:

l. Clarity of goals/ .
objectives of training v

‘ 2. Overall organization and
presentation of the
training

3. Degree tc which you feel
objectives were achieved

CONTENT ¢

4. Degree to which you
gained new knowledge

5. Helpfulness of informa-
tion received

6. Value of information
received

7. Degree to which you
learned a new skill(s)

8. Degree to which you feel
you will be able to apply
the information

9. + Degree to which you feel
you will be able to convey
the information to others

" We appreciate any additional comments you might have to make. Please
o do so on the back of this form. é}
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The
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Foundation

I.  OVERVIEW

This section provides an overview of the problem of rising health care costs and
how high costs have impacted on the health care system. Major trends caused
by rising costs are also described.

CONSUMER OBJECTIVES:

After completion of this section of the leader training, participants should be
able to;

1. List three reasons for rising health costs.

2. List three recent changes in the healtn care system relating to coverage
brought about by rising health care costs.

3. Describe one major trend in health care coverage which will impact on
consumers in the next decade.

Prepared by Lindell C. Nc:thup, Program Assisiant, as par! of a Research and Training project of the Cuyahoga Zounty Cooperative Extensian Service.

The Ohio State University, 6/86.

All educational programs and activities conducted by the Ohio Cooperative E.tension Service are available to all potential clientele on a non-discriminatory basis without regard

to race, color, national origin, sex, handic2o or religious affiliation.

Issued in furtherance ot Tooperative Extenision work, Acts of May 8 and June 30, 1914, in cooperation with the U.S. Department of Agriculture, J. Michael Sprott, Director of Ohio
Q ative Extension Service, The Ohio State University. ) Q )

IToxt Provided by ERI



LEADER TEACHING GUIDE

I - OVERV I EW

-y . RISINMNG HEALTH CaRE COSTS aMND
HOW THEY IMFPACT ON THE HEAL TH
CARE DEL IVERY SYSTEM

Suggested Learning |

Lesson Qutline Activities
I. Since 1275 the amount of money Americans Unless otherwise
spend on health care has nearly tripled from designated, the materials
$1335 billion to approximately $391 billion listed are for the
in 1984. Health care makes up nearly leader's use and do not
11 percent of the Gross National Product

need to be duplicated
unless the leader chooses
to do so.

(GNP) .

A. In 1984 Ohioans spent $14.7 billion — up
from $3.8 billion in 1970 - for

health services. This represents Review "An Answer To the
10.5% E-F Ohio's Gross State Product Rising Cost of Health
Q (GSP) . Care," Health Insurance

Association of America.
B. Between 1978 and 1985 the average cost

per day for a semi-private hospital
room rose from %110 to $212. ghe average
rate in Ohio by 1985 was $229.

On board or flip chart,

C. In 1983, Cleveland had the highest cost highlight underscored

per hospital case of any other statistics.
Dhic city, %$4,345 as compared to a .

national average of §2,7B9 and $2,917
for Ohio as a whole.

1 Source Book of Health Insurance Data. 1984-1985, Health Insurance
Association of America, 1850 K Street, N.W., Washington,

- -D. C. 20006, p. 40.

3 1984 Governors Commission on Ohio Health Care Costs, Final Report.

a Source Book of Health Insurance Data, 1984-85, p. 59.

Plain Dealer, July 9, 1985, p. 2-E.
NOTE: The information in these materials was current as of the writing of this kit

(January 1986). Statistics and other figures (on costs, for example) change
“requently. The leader should update prior to a presentation, whenever possible.

10




Il. Reasons behind skyrocketing costs include: Display and discuss '
Exhibit I1-A, "Reasonsvf

A. Inflation Rising Health Care
Costs. " (May be made .
B. Kind and amounts of services into a transparency for

overhead projector.)
1. Expensive Technology

2. Defensive Medicine
3. Lack of Incentives To Reduce Costs

C. Aging Population

Ill1. In 1982, the nation's health care dollar Display and discuss
came from: Exhibit I-B, "Nation's
Health Iollar in 1982 -
A. Private health insurance and other Where It Came From."

third party payors - 29.5%
B. Direct patient payments - 28%
C. Medicare - 16.18%
D. Medicaid - 10.54 , ‘
E. All other federal programs - 7.14%

F. Other State/local governmeant
programs - 8,58%

IV, In 1982, the nation's health care dollar Display and discuss
went to: Exhibit I-C, "Nation's
Health Care Dollar in
A. Hospital Care - 42.04% 1982 - Where It Went."

B. Physician Services - 19.17%
C. Nursing Home Cure - 8.48% |
D. Other Health Spending - 11.01%

E. Other Personal Health Care - 19.31%f

V. American business pays the greatest

portion of private and public health Display Exhibit [-D,
insurance, over $100 billion in 1983. "Health Insurance Costs

As Percent of Payroll.%
In 1950, health insurance costs were less

than 1% of payroll. By 1981, they were
over 5% of payroll.

11
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Community und Consumcr Rclntlons . Amcric.m Coundl ofLifc lnsurnmc
Health Insurance Association of America

An Answer to the Rising
Cost of Health Care:
An Industry Perspective

It is impossible to put a price tag on human life.
Because our health is such an important asset,
Americans are willing to spend great amounts to
stay well. Since 1975, the amount of money
Americans spend on health care has nearly tripled,
from $133 billion to an estimated $391 billion in
1984. Health care now makes up nearly 11 percent
of the Gross National Product. Consumers spend
more on their health care than they do on tobacco,
private education, recreation and leisure activities
combined. According to a 1984 Health Insurance
Association of America survey, ‘“‘Health and
Health Insurance: The Public’s View,” health care
costs are identified by the public as the primary
health care issue facing the nation. (Approximately
3 in 4 Americans correctly believe health care costs
are going up at a faster rate than other costs.)

What has contributed to this disturbing
problem? Fingers can be pointed in many
directions. One obvious reason for the escalating
cost of health care has been overall inflation.
However, even though inflation has receded, health
care costs continue to outpace the general rate of
inflation. Currently they are rising about twice as
fast as all other items in the Consumer Price Index.
To put it in more personal terms, the average cost
of a day in a semiprivate hospital room nearly
doubled in the years from 1978 to 1984—from
$110 to $209.

The major pressures today for continued health
cost inflation include the expenses associated with
advances in medical technology coupled with
staffing large numbers of highly skilled
professionals, the insulation against these costs

through the growth of private health insuranc., :%.¢
growing elderly population who incur «
disproportionate share of health care expenditurcs,
and the lack of cost saving incentives and norial
marketplace forces to spur competition and hold
prices down for health care consumers.

Cost Containment Efforts

Many public and private sector efforts, however,
are being made to contain health care costs.

Increasing emphasis is being placed on
alternatives to the most expensive form of care—
inpatient hospitalization. Many private health
insurance plans today cover surgery performed in
ambulatory surgery centers, hospital pre-
admission testing and home care. Interest also is
rising in hospice care for the terminally ill.

In addition, growing numbers of people are
enrolling in healt :naintenance organizations
(HMOs) which provide a wide range of services,
including preventive care, to patients for fixed fees
paid in advance.

Another potential restraint on the cost of health
care over the longer term is the rising public interest
in health-related activities, such as diet, nutrition
and exercise programs. Many of these programs are
offered in community settings. In addition,
growing numbers of employers, encouraged by the
Healtl: Insurance Association of America and
healt!. insurance companies, are offering programs
at the worksite to help employees—and often their
families—stop smoking, improve their diet,
manage stress and overcome alcohol and drug
abuse.

ERIC

Aruitoxt provided by Eic:
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National Health Expenditures and Percent of Gross National Product
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Federal Government Initiatives

The Federal government, alarmed by rising
Medicare expenditures and dwindling reserves, is
also seeking ways to reduce health care costs.

In tandem with budget-cutting legislation passed
in 1982, Congress passed additional legislation in
October 1983 that changes the way hospitals are
reimbursed for Medicare patients.

As part of the Social Security Amendments of
1983, this legislation replaces the current system of
Medicare reimbursement to hospitals with a new
prospective payment plan which essentially
determines in advance what hospitals will be paid
for services provided to Medicare patients.
Previously, the Federal government had allowed
hospitals to determine charges after service had
been performed. This method offered no
incentives for efficiency and economy.

The new “prospective” system, however, uses a
complex formula, based primarily on a patient’s
diagnosis, to determine just how much a hospital
will be paid for its services. Some 470 “diagnosis-
related groups’’ (DRGs) are used as part of the
reimbursement formula. Under this system, a

1979

1981 1982 1983 1984

estimate

1980

preset payment is made to the hospital, regardless
of the length of the patient’s stay or the extent of
services (tests, medication) provided. Notably, the
new system applies only to hospital services—such
as room, board and laboratory tests—and not
physicians’ fees. Adjustments in DRG rates can be
made in exceptional cases.

If the hospital can treat the patient for less than
the *pre-set’” rate, it can keep the savings. If
treatment costs more, the hospital cannot bill the
government or increase charges to Medicare
beneficiaries above current levels. It is hoped the
system will encourage hospitals to curtail
unnecessary tests, reduce lengths of stay, and/or
prescribe less costly medication.

There are presently 467 DRG categories and
three special categories. Several types of health care
providers, including psychiatric, rehabilitation,
long-term and children’s hospitals, are exempt
from the system. They will continue to be
reimbursed as they always have been.

To account for regional price differences, not
every hospital will receive the same payment for
each DRG category. For reimbursement purposes,

13
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Aruitoxt provided by Eic:

the country has been divided into nine regions,
each with an urban and a rural rate. Over the next
few years, the Department of Health and Human
Services plans to move toward uniform, national
urban and rural rates, phasing out the original
differences.

Cost Shifting

While the DRG legislation marks a dramatic
change in the way hospitals are paid, a prospective
payment system that only focuses on Medicare
reimbursement will result neither in lower hospital
costs nor in lower overall health care costs. If the
payment received under Medicare DRG
regulations is not sufficient to cover the patient’s
costs, a hospital has two choices: it can draw upon
hospital reserves, if any, or it can charge other
patients more to compensate for the reduced
government reimbursement. The latter practice is
called cost-shifting and most hospitals practice it to
preserve their fiscal integrity.

Since 1965, Medicare expenditures have been
escalating. During this time, government
reimbursement rules have changed in order to
reduce government payments. However,
reductions have not lowered spending, they have
simply shifted more and more hospital costs to
private patients, inciuding those covered by Blue
Cross/Blue Shield, commercial insurers and those
who are uninsured.

In 1981, $5.0 billion was shifted to private sector
payers; in 1982, itrose to an estimated $5.8 billion.
Current estimates put the cost shift for 1984 at
$8.8 billion. )

Cost shifting is unfair for several reasons. One, it
is unfair that a large pe-tion of the hospital bills of
private patients is not for their own care—over
which they may be able to exert some control—but
for care given to other patients. In fact, a typical
private sector hospital bill would be almost 13
percent lower in the absence of the government
cost shift. Two, the cost of providing some hospital
services, such as charity care and some educational
research, are paid for only by private patients. And,
three, the financial stability of inner-city and
teaching hospitals is threatened because of their
high numbers of Medicare/Medicaid patients and
low numbers of private patients onto whom costs
can be shifted.

A Fair Payment System

There is a solution. The 1983 Social Security
Amendments recognize the rights of states to adopt
a system that requires all payers to pay hospitals on
the same basis for the same treatment. The Health
Insurance Association of America calls such a
prospective payment arrangement a ‘‘Fair Payment
System.”

In specific terms, this means that the Federal
government must permit states—if they meet

1975-1984 U.S. Short Term Hospital Total Government Payment Shortfall

8.8(Billions of Dollars)

7.2

5.8

5.0

3.9

3.0
24

1.8
1.3

1975 1976 1977 1978

Source: Health Insurance Association of America

1984

estimate

1983

estimate

1981 1982
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certain criteria—to put a system in place that
enables hospitals to charge Medicare/Medicaid
patients on the same basis as all other patients and
to withdraw from the national DRG system. This
practice is allowed only if the Federal government
finds that the new state system is at least as cost-
efficient as the national, Medicare-only DRG plan.
If it is not, subsequent Medicare payments can be
reduced by that araount.

The law also requires: (1) an annual report to
Congress on the impact of a Medicare-only
prospective payment system; and (?) a report by
January 1985 describing the full extent of cost
shifting and the feasibility of implementing a
prospective payment for all payers.

“Fair Payment” is not a theory.
It is actually working in several states.

Maryland and New Jersey have had state
. ospective systems in place for several years and
have experienced a rate of increase in hospital
expenses below th:: nationwide rate. Maryland’s
system is centered around the Maryland Health
Services Review Commission, which reviews and
approves budgets for all hospitals in the state.
Maryland reduced its average cost-per-admission
from 20.5 percent above the national average in
1977 to 5.3 percent above in 1983.

New Jersey’s system is based on DRGs that apply
to all patients, unlike the Federal government’s
Medicare-only DRG plan. There, hospitals have
reported price increases almost five percent lower
than the national average. Indeed, during the period
1980 through 1982, New Jersey’s rate of increase
was the 48th lowest of all states.

Massachusetts and New York established cost
containment programs in 1983. A preliminary
report from the Massachusetts Hospital
Association shows that the all-payer system in that

state has slowed the inflation of costs to 8.8 percent
in fiscal 1983, down from 15 percent in 1982.
Maine, West Virginia, Washington and
Connecticut are the latest states to pass legislation
to allow the establishment of prospective payment
systems, and similar proposals are pending in a
number of other states.

One of the attractive features of the existing all-
payer systems is their flexibility. They operate quite
differently from each other, reflecting the needs of
the particular state.

What Can You Do?

It is not yet known whether prospective payment
will achieve all that is hoped in reforming the
hospital payment system and controlling health
care costs. It is, after all, too new.

One thing, however, is known—we must all
work together to control costs. How can
community and consumer leaders help? Business
leaders in several states have formed health care
coalitions. They meet regularly to <iscuss specific
action plans and welcome consumer input.

Another step would be to examine any *‘Fair
Payment” bill in your state legislature designed to
apply prospective payment to all payers and
determine if your organization should support the
bill. This action would be a major step forward
toward solving the cost shifting problem and
containing the costs of health care.

Other initiatives include pressing for hospital
price information, the posting of doctors’ fees and
the sponsoring of wellness programs and good
health campaigns in your comnunity.

Find out how you and your organization can
contribuce to controlling health care costs in your
state, town or community. It’s in everyone’s best
interest to get involved.

For further information about this newsletter, please contact:

Shawn Hausman
Public Relations Division
Health Insurance Association of America
1850 K Stree-, NW
Washington, DC 20006-2284

A 325

Spring 1985
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EXHIBIT I-B

Natmn s Health Dollar i 1¢
| Where it Came From

1i¥
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Direct Patient B, Medicare
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B Medicaid
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] All Gther Fede
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Private Health = ~\Su_. SANEY  8.58%
Insurance and Other RESSY  All Other State/Loc:

Private Third Partles Government Progran
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EXHIBIT I-C

Natmn’s riealth Care Doilar in
| 1982
Wheﬁﬂe nt Went

e 42.04%
.' g Hospital Care

11.01%

8.48%

i - Nursing Home
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Other Personal SRR 19. 17%
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EXHIBIT I-D

Heaith Insurance Costs
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LEADER TEACHING GUIDE

eihi- VERVIEW

B. MAJOR TRENDS --— CHANGES
CONSUMERS CAN EXPECT I N
HOW HEALTH CARE 1Is
DEI.IVERED, USED,

AND PAID FOR

Legson Qutline

I. Recently skyrocketing prices have caused
changes in the health care delivery system
to decrease costs. Employers have also
initiated cost containment measures.

Some of these trends include:

A. More out-patient procedures.

L ‘ 'B. Growth of Health Maintenance Organiza-
tions (HMOs), Independent Practice

Associations (IPAs), and Preferred

Provider Organizations (PPOs).

C. Increased competitcion between health
care providers.

- D. Use of Prospective Payment (fixed price)
system of payment for services
based on Diagnosis-Related Groups (DRGs).
E. Growth of Health Promotion/Disease
Prevention and Wellness Prograis.

F. Reduction of tax breaks for medical
expenses,

G. Less first dollar 100% insurance
coverage - increase in comprehensive
major medical and co-insurance.

H. Growth of large, integrated health
care companies.

I. Increase in self-insurance by business.
‘ J. New rules governing how consumers
S can use their health care coverage, such

as pre-admission certification and second
opinion prior to syrgery.

22

Suggested Learning
Activities

Unless otherwise
designated, the materials
listed are for the
leader's use and do not
rieed to be duplicated
unless the leader chooses
to do so.

Review Changes In Health
Care: What You and Your
Family Should Know._
Individuals may request a
free copy from The Ohio
State Medical Association
by calling 1-800-MED-NEWS
(1-800-633-6397).

Brainstorm with class (in
small groups or as a
whole) on trends--compile
list; add omissions using
Exhibit I-E - "Health Care
Trends In Next Decade."
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Changes In Health Care

A lot of changes are taking place in health care today—changes which
will affect the way you and your family receive your health care and the
way you pay for it.

"Employers, insurance companies, and other third party payors,
including the government, are changing the way health care is provided
and the way costs are reimbursed. People are being confronted with new
health benefits options, bearing names such as HMO, IPA, PPO. Yet, in
research it conducted in early 1985, the Ohio State Medical Association
found that people are confused about what these options will mean for
their health. It found that people have questions about why things are
‘changing and how these changes will affect the quality of medical care.
They are concerned that some groups, such as the poor and the elderly,
may not be able to get care. They worry about who will decide who gets
care—and who doesn’t—in the future; and they want to know how they,
as individuals, can protect themselves and their families in these
changing times.

That’s why the physicians of the Ohio State Medical Association are
sponsoring this booklet—to help you understand the changes taking
place in health and to provide you with timely, factual information so
you can make better health care decisions for you and your family.

Specifically, this booklet is designed to:

® let you know some of the reasons behind the changes in health care;

® define the various health care options and help you decide which

one’s best for you;

® help you understand some of the major issues facing medicine in

the future—issues such as the professional liability crisis and
rationing of health care; and,

® let you know that the physicians of Ohio, while they are concerned

about the cost of health care, will not allow quality of health care to
be sacrificed in the battle to control costs.

We hope you'll take the time to read through this booklet carefully. If
you have any questions about any of the subjects mentioned, we
encourage you to contact the Ohio State Medical Association at the
address and telephone number listed in the back of this booklet.

Or better yet, ask your physician. He or she is the best person to help
you understand what’s happening in medicine today and to assist you in
making decisions that are best for you and your family.
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Why Health Care Is Changing

There have always been changes and experimentation in the health
system. Experiments which have been conducted ov°r the years have
produced new technology, new medications and new ways of diagnosing
improved quality of life for almost all Americans.

In a sense, the health care system is a victim of its own success. More
advances have been made in medicine in the past thirty years than in the
past thirty centuries. In one short lifetime, we nave eradicated smallpox,
polio and most other childhood diseases. Infant mortality has been
reduced dramatically and life span:. have increased by nearly ten years.
We can now transplant not only human, but artificial parts of the body,
restoring the ability to walk, to see, to hear, and to talk. But these
advances have exacted a toll. They have added significantly to the
nation’s health care bill.

As a result, today many of the experiments being conducted in
medicine aren’t being done in the laboratory. They are being done in the
board rooms of large corporations, and in the chambers of various
government agencies. They have nothing to do with discovering new
ways of treating disease. Rather they are being conducted in the areas of
health care delivery and health financing. These experiments are being
conducted for one reason and one reason alone: to lower health care costs.

Whether or not changes in delivery and financing will be able to control
health care costs remains to be seen. Although physicirns are concerned
about costs, they fear that in the push tc control heai~h care costs,
changes may occur which threaten the quality of medical care. For that
reason, physicians are carefully monitoring these expe 1ents to make
certain they do not compromise either quality or acce~ 2 care.
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How Health Care Is Changing

Fee-for-Service

Most of the changes taking place in health care have to do with the way
you pay for your medical care.

Today, most health care is still delivered in the traditional fee-for-
service basis. Under such a system, your physician charges you a fee for
the services provided to you. You, in turn, are responsible for paying the
bill. A fee-for-service system allows your physician the flexibility to
provide the care that you need on an individual basis. You pay only for
the care you receive. Under this system, fees are usually determined by
the physician based upon what is usual and customary in his or her
geographic location. _

With the advent of health insurance plans some 40 years ago, patients
were relieved of some of the burden of paying for the total cost of their
medical care out-of-pocket. You could enter into an agreement with an
insurance company in which you would pay the insurance company a set
fee, or premium, and the insurance company would pay the physician’s
fee. Although based on a fee-for-service system, the introduction of
insurance into the system helped promote access to medical care by
spreading the costs among a large group of individuals. Most health care
is still delivered by this method today.

New health care plans, in an attempt to lower costs, combine both the
delivery of health care (visits to the physician and the hospital) with the
financing of health care (insurance reimbursement). In other words, with
the new systems, medical services and insurance coverage are provided
by the same organization. This organization is usually contracted by an
employer.

Because so many delivery and payment mechanisms are being tested
today, it would be impossible in the space of a short booklet to discuss
them all. The following is a review of the major ones.

HMO

In general, an HMO (a health maintenance organization) is an
organization that provides comprehensive health care services to a
specified group of pre-paid members or subscribers. Membership in an
HMO is based on a monthly, pre-paid fee, which is the same regardless of
the amount of health care used. That fee may be paid by you, the patient,
or it may be paid, in part or full, by your employer, the government or
some other sponsor.

In its traditional form called the “staff model,” HMO services are
offered at a specific location(s) or facility(s) by a group of physicians and
other health care personnel hired on a full-time basis by the organization.

The HMO may also contract with area specialists and hospitals for
services not provided within its own facility(s), or it may have its own
hospital and specialists on staff.
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Most staff model HMOs require that you use their facilities and
personnel exclusively, or the cost of your treatment will not be paid by
the HMO. In an emergency situation you may be able to use another
facility, but the HMO usually retains the right to review the visit to
determine if it was a true emergency. You may also be asked by the HMO
to call ahead for a telephone consultation before you come in for care, in
order to determine whether or not your problem merits a personal visit.
In addition, you may first have to be examined by an allied health
practitioner, a nurse practitioner or a physician assistant, who often
decides whether or not your condition warrants seeing a physician.

If the services of a specialist, such as an ophthalmologist (eye) or
cardiologist (heart) are required, you may first have to be evaluated by an
HMO staff member who will then refer you to a specialist within the
HMO or under special contract with the HMO. Any form of elective
surgery or non-emergency treatment requiring hospitalization also
generally must first be approved by the HMO, or payment cannot be
guaranteed.

Joining most staff-model HMOs limits your available choices of health
care providers. The benefit for employers or sponsors, however, is that by
maintaining regular facilities, carefully monitoring patients’ need for and
access to care, and keeping physicians on staff or under contract, the
HMO may be able to contain the health care costs of the group. In
addition, employers are better able to budget for health care, since they
pay a set monthly fee, regardless of the amount of care given.

IPA

An independent practice association is a type of HMO. However,
instead of working out of an HMO facility, IPA physicians practice out of
their own offices. IPAs are generally formed and run by physicians who
enter into agreements with other organizations, usually an employer, to
provide medical services to a defined population. IPA physicians
continue to see tieir regular patients on a fee-for-service basis.

PPO

Preferred provider organizations vary in type, but the most basic form
of PPO is a group of health care providers (physicians and hospitals) who
agree to provide services to a specific pool of patients (usually
employment-based groups) at an agreed-upon rate. This rate usually is
lower than the rate that the physicians and/or hospitals usually charge.
Because of this discount, these physicians and hospitals are designated
“preferred providers’’ by the organizing group. Patients who opt to utilize
the “‘preferred providers’ usually have their costs covered in full. Patients
are allowed to utilize health care providers who are not “preferred
providers”’; however, then they are usually responsible for at least a
portion of the costs.

28
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A Word of Caution

As with many health insurance plans, HMOs, PPOs, and IPAs often are
offered to consumers through their places of employment. Contracts for
HMOs, PPOs, and IPAs are often negotiated by the employer and then
offered as options to employees.

It is important to keep in mind that there are many different types of
HMOs, PPOs, IPAs, and other insurance plans being offered to you today.
Each of them has specific restrictions as to the type of care you receive,
where you receive it and from whom. Before joining any of these plans, or
before changing your current medical plan, learn as much as possible
about the options being offered to you. Ask for written information
which outlines the benefits and restrictions of each option and read it
carefully. Then, before making a final decision, discuss the options with
your personal physician to make certain that you will be able to receive
the care you need under the option you eventually select.
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Get the Facts Before You Sign

- There are several questions you should ask before making any changes
in the way you receive or pay for your medical care. Here is a handy
checklist of questions you should make certain to have answered before
you sign on the dotted line:

CHOICE OF PROVIDER: May I choose my physician or will one be
assigned to me? Can I change physicians? Am I guaranteed that I will
see a physician every time I come in for a visit? If I need a specialist,
will my physician or I be free to choose one? Will care from the
specialist of my choice be covered under the plan? What restrictions
does the plan put on my ability to go to the hospital of my choice?
FACILITIES: If it is an HMO, how many facilities does the HMO have
in the community and where are they located? What are their hours
and how are they equipped? If I need care after hours or care that is not
provided within HMO facilities, where can I go for help and who will
pay for it?

EMERGENCIES: What happens if I become sick or injured out of town?
What is considered an emergenicy? Who decides whether or not I will be
reimbursed for emergency care given outside the group I am under
contract with and how is this determined?

LIMITATIONS: How often may I schedule appointments for routine
care? Am I limited in the number and type of visits, diagnostic
procedures or hospitalization per year? Am I responsible for any costs
above the monthly fees?

SECOND OPINIONS: If I disagree with the opinion of the physician or
staff member I am under contract with, may I request a second opinion
from an outside physician? If so, will I have to pay for it?

WAITING TIME: How far in advance must I schedule an appointment
for routine care? How long should I expect to wait for care if I do not
have an appointment?

TERMINATION: Can I be dropped involuntarily from the plan? What -
happens if the group goes out of business? How difficult is it to drop out
of the plan and resume traditional insurance coverage?

TYPES OF SERVICES: What types of services will this plan provide for
me and my family? Are there extras which I can add to the plan, and if
so, how much will these extras cost?

COST: How much is my deductible, my premiums? What services are
covered by this charge?




Other Innovations in Health Care

DRG

Although HMOs, IPAs, and PPOs combine delivery and payment
methods, several other experiments are taking place in health care in an
effort to curb costs in specific areas. Among the most visible of these
experiments is the Diagnosis-Related Group (DRG).

DRGs, initiated by the federal government on October 1, 1983, are a
revolutionary change in the way the government pays hospitals under
Medicare. Prior to October 1, hospitals were paid retrospectively, after
the fact, based on the actual cost of services provided by the hospital.
Now, payment rates are determined prospectively, before the fact, based
on a Diagnosis-Related Group.

Hospitalized Medicare patients are classified into one of 467 DRGs
according to the diagnoses of their health problems and treatment
required. A flat rate is paid for each DRG regardless of the length or
intensity of treatment required, although some additional payment is
permitted in extraordinary circumstances.

Most physicians, like most Americans, recognize
the need to address the health care cost problem
and are cooperating with hospitals to try to make
the DRG system work. But physicians have some
concerns about DRGs and the implications they
will have on the future of health care in this
country.

If the hospital’s cost is less than the DRG rate, iv keeps the difference. If
it is more, the hospital takes the loss. The primary purpose of DRGs is to
induce hospitals and physicians to reduce the cost of hospital care.

Most physicians, like most Americans, recognize the need to address
the health care cost problem and are cooperating with hospitals ¢ tiy to
make the DRG system work. But physicians have some concerns about
DRGs and the implications they will have on the future of health care in
this country. Some of these concerns are:

® If DRG rates are too low, will hospltals and staff physicians be

pressured to discharge some Medicare patients too early, before it's
medically safe to do so?

® Will. one result of this emphasis on predetermined cost and

treatment levels result in a two-tiered medical care system: one for
people not under DRGs and one for our elderly citizens?
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e Will there be an incentive for hospitals to try and refuse or delay
admission for Medicare patients with very serious or chronic health
problems because the cost of treatment would be much greater than
the amount set by the government and the hospital would lose
money?

e Will hospitals that treat a large number of elderly and low or
no-income patients be forced to close their doors because of
insufficient DRG revenue?

These concerns are particularly important since there has been much
discussion about extending the DRG payment system into other areas of
health care beyond Medicare.

Although physicians are making every effort to cooperate with the
DRG system, they will resist any effort which requires them to
jeopardize a pntient’s health or sacrifice quality of care in the name of
cost cutting.

Pre-admission Certification

In another attempt to lower the cost of health care, many insurance
companies are now requiring some of their policy holders to get the
insurance company’s permission before being admitted to the hospital for
non-emergency care. This is called Pre-admission Certification and has
become much more prevalent in recent years.

Before a patient with this type of coverage is admitted to the hospital,
his or her physician or the patient must contact the insurance company
to get clearance for the admission. If permission is not obtained and the
patient is admitted, the company may either refuse to pay or pay at a
reduced level. Since the certification standards vary widely among
insurance companies, the pre-admission certification requirements have
caused a great amount of confusion among physicians and patients alike.

In addition to being an administrative nightmare, many physicians
question the cost effectiveness of pre-admission certification and believe
that the decision for a patient to be admitted to the hospital should be
between the patient and his or her physician-not an insurance company.

-
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Issues Facing Medicine

In adrition to specific changes in medical care financing and delivery,
several other issues will have a dramatic effect on the cost of medical care
in the future and the way it is provided. Among the most critical are:
envirommnental trends, professional liability, rationing of medical care,
advances in technology, and competition in health care.

Environmental Trends

Among the most important of the envirommental trends facing
medicine today is that of an aging population. By the year 2000, a scant 15
~ years from now, more than 100,000 individuals in the U.S. will be over
age 100. Twice that many will be over age 85 and the biggest segment of
the population, the baby boomers, will be in their late 50s. Historically,
the elderly consume twice as many health care services and resources as
other segments of the population and, on the whole, require more
intensive, more expensive, continuing medical care. Paying for,
delivering, and maintaining the quality of that care will be one of
medicine’s greatest challenges in the years to come. And it will give rise
to some crucial social questions in terms of expenditure of our medical
resources on an elderly population.

Among the most important of the environmen