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Physician Re-Empowerment As businesses shy away from providing health-care

coverage, new windows of opportunity may open for physicians to retake control of

patient care, projects one health-care consultant.

BY BRIAN R. KLEPPER, PhD

“The dream of

reason did not

take power into
account—mod-
ern medicine is
one of those ex
traordinary works of reason—but
medicine is also a world of powe

"

—Paul Starr
The Social Transformation of

American Medicine, 1984

A couple of years ago, | ad-
dressed a group of new physi-
cian-MBAs and urged them to
develop collaborative business
models for physicians. | sug-
gested that by working togeth-
er, physicians could regain
competitive control over the
care process from large organi-
zations such as insurance com-
panies and hospitals.

I received a number of re-

sponses to that speech, both
for and against my position.
One particularly provocative
letter came from a Los Angeles
physician who asserted that,
other than my willingness to
have physicians deal with insur-
ance companies at all, |
seemed like a reasonable per-
”son. But didn’t | get the fact
that all intermediaries standing
between the patient and the
physician corrupted the
process? What physicians really
need to do, he said, is rid
themselves of all managed-care
contracts, urge patients to
open Medical Savings
Accounts, find ways to contract
directly with patients, give
them their best price for cash,
and use data and technology to
hold each other accountable
for quality.
I’m abashed to tell you that
my first instinct was to treat this

individual, now my friend, as a
crackpot. There are many
problems with this model, and
| told him so. But while at the

time | recognized the core con-

trol issues between physicians
and insurance companies, |
don’t think | fathomed the de-
gree of chaffing and abuse that
doctors feel perpetrated
against them by insurers.

In the last year I’ve watched
as small groups of physicians
all over the country have fol-
lowed this path. But | see an-
other, maybe more important,
trend that may shift power
back to physicians in a way that
has been unimaginable for
years. It is the flight of business
away from a defined health
benefit to a defined health
contribution.

Last fall, there was an article
in the LA Times that detailed
how decision makers at Xerox

were contemplating a major
policy switch on health bene-
fits. Three issues were driving
them crazy. After a four-year
period of relative price stability,
premiums around the country
have shot up dramatically, in
some markets as much as 30 to
40 percent, significantly higher
than general inflation. Second,
the company is spending inor-
dinate amounts of money sim-
ply administering these pro-
grams for their employees.
Finally, components of the
Patient Bill-of-Rights legislation
pending in Congress threaten
to extend liability for health-
plan decisions to employers,
which might dramatically ele-
vate their own financial risk.
Employee health coverage is
not a benefit mandated by
law—it is a business decision.
With these other factors at
work, it’s not hard to conclude
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that perhaps the same advantages em-
ployee health coverage provides for the
business—helping to recruit good em-
ployees, for example—can be obtained
through other mechanisms.

Xerox has been careful to say that they
haven’t made a final decision yet, but
they've clearly been thinking about it,
and so have a lot of other people. Prior to
the release of that article, | had a conver-
sation with a good friend who sells rein-
surance. He said that in the last month
benefits managers of four good-sized
firms had called to ask about individual
coverage programs they could use for
their employees.

A third indicator that employer-spon-
sored health benefits may be on its way
out was a survey released in January by
the benefits consulting firm Hewitt. The
survey found that if new legislation trans-
lates to employer liability for health-plan
decisions, 40 percent of employers would
consider dropping employee coverage in
favor of a voucher system or some other
form of compensation.

In the U.S. system, where employers
voluntarily sponsor the coverage of nearly
100 million people, the potential impact
of a market change like this can’t be over-
estimated. Given the opportunity, many
people might take health-care benefits
funds and simply spend them else-
where—at the grocery store or on the lot-
tery—and then join the ranks of the
uninsured. More alarming, others would
find that pre-existing conditions would
drive the cost of individual coverage up
far higher than their allocation, and
they’d be unable to afford it.

The employer-sponsored coverage
issue also could take a different but
equally ominous turn. Let’s say that em-
ployers hang in there with the present
coverage model, maybe with a little
tweaking, and swallow double-digit premi-
um increases for a few years more. Even
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so0, what happens when this greatest eco-
nomic boom in the history of the planet
takes a little downturn, as nearly all fore-
casters suppose it will at some indetermi-
nate point? When that occurs, business
will respond on the health-coverage front
in two ways. They’ll lay off employees,
and they’ll cut back on their contribu-
tions to the benefits packages to those re-
maining, and both will result in more
uninsured people.

Keep in mind that this overnight
spike in the numbers of people without
coverage will be on top of the 44 million
uninsured Americans today, who are
mostly faceless and out-of-sight because
they tend to be at the lower (although
not the lowest) economic regions of our
society. That group has grown by 11 mil-
lion people over the last decade, dispro-
portionately faster than the growth in
our general population.

Imagine what would happen if, within
a year, the numbers of the uninsured
were to swell by 40 million people and if
people who live in middle class neighbor-
hoods were suddenly without health cov-
erage. Our existing indigent care infra-
structure would be rendered all but use-
less by the demand, the viability of our
entire health system would be called back
into question, and a hue and cry would
arise throughout the land for a new na-
tional health system.

While some people see that as a
straightforward solution, it is not an alto-
gether happy or uncomplicated prospect.
If Medicare is the model, we can look for-
ward to a national health budget that will
literally break the bank. A HCFA study of
Medicare contributions and costs
through 1994 showed that, during the pe-
riod of enrollment, the average American
senior went through 16 times his lifetime
contributions to the program. It’s doubt-
ful that number has changed much in re-
cent years. Our Medicaid programs tend

to the poor and the infirm elderly. But
each state’s effort takes a different form,
each is meager, and each is in a different
stage of enlightenment. And the military
and VA systems are boondoggles of enti-
tlement, spending twice to triple what the
private sector spends on each patient’s
care. It’s difficult to imagine that any pro-
gram that uses any of the existing govern-
mental programs as a template can pro-
vide a positive result.

The shift away from employer-spon-
sored coverage would mean dramatic
changes in the traditional industry me-
chanics associated with coverage, care,
and reimbursement. Individual purchas-
ing coalitions would spring up. So would
the availability of new forms of risk fi-
nancing vehicles, like Medical Savings
Accounts. We’d see a resurgence of Major
Medical insurance programs. Hospitals
and doctor groups would find ways to di-
rectly contract with patients, perhaps on a
payroll deduction basis. And in this lais-
sez-faire, all-approaches-go environment,
many people would receive care without
any third party medical oversight, which,
if history is any teacher, would likely
translate to significant over-utilization
and quality abuses. In many ways, a de-
cline in employer-sponsored coverage
would blow the current system apart.

This wouldn’t be all bad. The move to-
ward individual coverage would have
some upsides too, clearing the way for en-
tirely new restructuring. All of us would
develop a far greater interest in our cov-
erage and in the care we receive because
we’d be far more familiar with the pay-
ment for those services. With tremendous
oversupplies of physicians, nurse practi-
tioners, physician assistants and, “alterna-
tive” medical caregivers, competition for
patients would almost certainly intensify,
driving pricing down farther than before.

However these coverage changes come
about, we may be in for a new era that

Unique Opportunities® The Physician’s Resource  1-800-888-2047  MAY/JUNE 2000



will disrupt existing relationships between
patients and physicians, replacing them
with new ones that are potentially far
more direct and satisfying. The old rela-
tionships between physicians and institu-
tions will be disrupted also. The new link-
ages that form to replace them will de-
pend on whether physicians find ways to
work together to common advantage.

The sum of my professional experience
over the last decade, working in every sec-
tor of health care, is that no amount of
money or planning can compensate for
the disenfranchisement of a key con-
stituency. Our three most important con-
stituents are the people who make the de-
cisions to pay for the care (the govern-
ment, employers, or employees), the peo-
ple who provide the care (doctors and
other caregivers), and the people who are
cared for (patients). Ventures that have
forgotten the interests of the first will find
that new mechanisms spring up to cir-
cumvent them. Ventures that have forgot-
ten the interests of the caregiver will find
the same thing.

The changing dynamics of who makes
the decision to buy the coverage and how
that decision is carried out, along with
how the physicians relate to one another
and to outside institutions, will drive the
shape of our new health-care system.

What medicine needs most now are ca-
pable business people who understand
that the best and most effective health-
care enterprises will be those which aspire
to a democracy of business by seeking
scale, investing in management capabili-
ties, and being sensitive to the interests of
all constituents, including payers, doc-
tors, and patients. m
Brian R. Klepper, Ph.D. is the president of
Healthcare Performance, Inc., a health-care busi-
ness development firm working internationally. He
can be reached at hpi.b.klepper@worldnet.att.net
This article is a portion of the commencement
address delivered February 5, 2000 to the grad-
uates of University of South Florida’s MBA
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Program for Physicians in Tampa.

The comments in Remarks are solely those of the
author and may or may not be shared by UO or its
advertisers.
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