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Correction

Due to an editing error, “Advances in the Management of Atopic Dermatitis” by William Abramovits
MD, (JMCM. 2002;6:3,10-16.) contained incorrect values in Exhibit 5. The range of values on the Total
Costs $ axis should have been 0 to 1,600, not 0 to 160. JMCM regrets the error.

Also since the article’s publication, data have been presented indicating that pimecrolimus is cost-
effective compared with conventional therapy in the long-term management of mild to moderate AD
(Ellis CN, Kahler KH, Grueger J. Long-term management of atopic dermatitis with pimecrolimus
cream 1%: an economic analysis. Presented at: the 6 1st Annual Meeting of the American Academy of
Dermatology; San Francisco, CA;March 21-26, 2003).
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* Electronic version on disc in Microsoft Word
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* Copyright transfer letter

For a complete copy of authors’guidelines,
contact JMCM’s Managing Editor, Virginia Sowers, (804) 272-9100 (ext. 110).

Forward submissions to Journal of Managed Care Medicine
8730 Stony Point Parkway, Suite 250 * Richmond, VA 23235
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New Market Fundamentals and How to Apply Them in a Medical Practice
A home study program offering 32 hours of ACCME Category | CME

Gain a competitive edge by learning the concepts and practical insights that keep a medical practice financially and
clinically fit while remaining a long-term provider of cost-effective care to defined populations.

Course resources include 16 audiocassettes; manual with notes and visuals to match audiocassettes; 16 lessons,
each with learning objectives, outlines, exercises, and self-tests to help you study, learn, and measure progress;
a 296-page textbook; and access to an exclusive online chat room to get in touch with faculty who can answer
questions and provide assistance.

Five Reasons to Enroll Who Should Take this Course?
e Build a competitive advantage that enhances your This program is custom designed for physicians,
practice revenue. medical administrators, practice management
e Expand and accelerate reaching your educational executives, managed care executives, other clinicians,
horizons in the comfort of your own home or office. and nurse practitioners within private practices, group
e Discover how to be proactive in a slowing economy. practices, network IPAs, and PPO clinics.
e Assimilate tactics that focus on the costs and
consequences of delivering medical care in markets Course Fee: $250
that are influenced by empowered patients and (The 296-page textbook, “A Physician’s Guide to
contractual agreements. Managed Care Medicine,” also is available separately
e Learn to evaluate whether or not participation in for $49.)

a managed care plan is profitable for you.

For more information, call ACMCM at 804-527-1905.

Announcing a Home Study Certification Program for Managed Care Nurses

A Comprehensive Introduction to Managed Care Nursing

Now available from the American Association of Managed Care Nurses

Course Outline From the Course Materials You Will Learn:

¢ Overview of Managed Care ¢ How to recognize and describe the five major

* Nurse's Role components of managed care

* Negotiation Skills for Medical Professionals ¢ Differences between principles, values, and ethics

* Managed Care Products ® Major components of and differences within managed
® Managed Care: Consumers’ Confidence care models

* Managed Care Reimbursement e Critical factors affecting patient benefits, including
¢ Legal and Risk Management Issues cost reduction, consolidation, managed care,

¢ Utilization Management and information technology

¢ Continuous Quality Improvement ¢ Fundamentals of a continuous quality-improvement
* Introduction to Medical Informatics program as it relates to the health of and service

* Accreditation and Provider Profiling to health plan members

* Nursing: Looking Forward ¢ Challenges nursing has overcome, changes in the
Program materials include 12 audio cassettes or 12 audio CDs, study guide, current healthcare delivery system, and implications
textbook, post-test, and evaluation. for the future of nursing

Continuing Education Credit
This EDII is approved for 15.0 contact hours by the Virginia Nurses Association, which is accredited as an approver
of Continuing Education in Nursing by the American Nurses Credentialing Center's Commission on Accreditation.

Call AAMCN at 804-747-9698 for more information, or visit www.aamen.org.




THIRD ANNUAL

IHPM CONFERENCE EXTENDS REACH

WINNING THE BATTLE:
HPM IN THE TRENCHES
Oct. 6-8, 2003 ¢ Phoenix, AZ

The Institute for Health and Productivity
Management is bringing together employers,
health plans and other insurers, medical providers,
consultants, pharmacy benefit managers, and
providers of health and productivity management
products and services from around the world for
an event not to be missed!

REGISTRATION AND ACCOMMODATIONS
Program and registration material will be in your
mailbox soon and are available online at www.ihpm.org.

Registration fees include all course materials, refreshment
breaks, lunches, and reception:

Academy IlI-Next Steps in Productivity Measurement and
Design $295 (Oct. 6)

Health and Productivity Management - HPM 101

$225 (Oct. 6)

Winning the Battle: HPM in the Trenches: (Oct. 7-8)

Memberrate . ...t $425
Join IHPM as an individual and attend . ............ $525
Non-memberrate .. ......... ... .. ... . ... ..... $625

Hotel reservations should be made directly with the JW
Marriott Desert Ridge Resort & Spa in Phoenix, Ariz.,
800-835-6206. To receive the group rate of $179 per night,
mention “IHPM International Conference” and make
reservations by Sept. 8.

Interested in sponsoring an event or showcasing
your company with an exhibit booth?

Contact Crystal Smith at crystal@ihpm.org,

or call 804-527-1905.

Health and Productivity Management
Linking people to business performance

Subscribe today to the only publication focusing

on employee health and performance issues.
Order online at www.ihpm.org, or call Crystal Smith
at 804-527-1905.

CONFERENCE HIGHLIGHTS

IHPM’s Academy for Health and Productivity Measurement presents
Academy II-Next Steps in Productivity Measurement and Design.

The course focuses on advanced health and productivity data measures
and introduces publications and resources under development. Make your
reservations now—this session was sold out weeks ahead last year.

Newcomers will want to attend Health & Productivity Management
(HPM) 101, led by Spencer Borden, MD, MBA, and an excellent
introduction to the next two days of conference sessions.

Keynote speaker, Ron Kessler, PhD, Harvard Medical School, presents
Measuring Health and Productivity. Don’t miss the International Report
on HPM Around the Globe, with research and case studies from the U.K.,
Canada, and Europe. Joe Leutzinger, PhD, consultant to WELCOA
(formerly with award-winning Union Pacific) presents the case for
Wellness and Productivity; and John Yardley, PhD, Brock University,
presents Creating and Measuring Organizational Health.

Special Luncheon Presentation: Fourth Annual IHPM Corporate Health
and Productivity Management Awards.

The day starts with a strategic view by Rick Nevins, MD, on Medical Realism
for Employers: True Value from Health Care and a keynote by
CorSolutions’ CEO, Richard Vance, MD, on Disease Management and
Productivity.

Special Demonstration: Learn about a new web-based economic valuation
tool for HPM investments, developed in partnership with Dow Chemical.

Health and Productivity Measurement Track: Featuring experts such
as Harris Allen of Harris Allen Associates, Dee Edington of the University
of Michigan, Debra Lerner of Health Institute, Wendy Lynch of AHPM
and Lynch Consulting Ltd., and Lamont Muchmore of Options & Choices
Inc., as well as companieslike Aetna Inc., Dow Chemical, FedEx,
International Truck & Engine, and Lockheed-Martin

Disease Management Track: Addressing diabetes, depression, allergies,
cardiovascular, gastrointestinal, musculoskeletal, etc., and featuring
Caremark, Comerica, Federal Reserve Bank of Dallas, Healthy Utah,
Intermountain Health Care, St. Joseph's Health System, and Union Pacific

Human Capital Management Track: Featuring last year’s popular keynoter
Danielle Pratt with the Balanced Scorecard, and companies including
Chevron/Texaco, International Truck & Engine, Lumenos, Marathon Oil,
National Semiconductor, Nissan, and United Technologies.

Plus, a special report from IHPM'’s new Disability and Workers’ Comp
Task Force, led by Milliman USA and Hartford Life.
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The American Association of Working eople

WORKING PEOPLE KEEP AMERICA RUNNING!*"

The American Association of Working People is a nonprofit
organization of working people committed to helping workers
and their families help each other. We seek to improve the quality
of life for all working Americans through education and
communication.

AAWP Goals:
¢ To empower every working American through education
¢ To help members enhance the quality of their lives
and strengthen the American family
¢ To facilitate appropriate access to healthcare for all Americans
¢ To reduce poverty and improve economic conditions
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¢ To prepare our children for the future

For more information on AAWP, complete the form below
and fax it to 804-747-5316, or visit www.aawp.org.
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American Association of Managed Care Nurses
Fifth Annual Conference

ACHIEVING EXCELLENCE
AND INNOVATION
IN MANAGED CARE NURSING

Disney’s Coronado Springs Resort ¢ Orlando, Fla. ¢ Oct. 17-18, 2003

PROGRAM HIGHLIGHTS

American Board of Managed Care Nursing Exam onsite
Pre-Conference Workshop: Grant Writing Authorship
Legal Issues, Washington Trends in Managed Care
HIPAA Update

Updates on Accreditation for NCQA, JCAHO, and URAC
Nursing Shortages: What Do We Do Now?

Pharmacy Benefit Management

Career Management

Managed Care Nursing: A League of Our Own

Breakout Sessions: Care Management Using Today's

Technology; Nursing Language: Is There a Value?

WHO SHOULD ATTEND

Registered Nurses

Nurse Practitioners
Licensed Practical Nurses
Case Managers
Rehabilitation Professionals
Home Health Professionals
Risk Managers

Quality Managers
Utilization Managers
Consultants
Service/Equipment Suppliers
Acute Care/Hospital Based

REGISTRATION INFORMATION
Registration fee includes all course materials,
continental breakfasts, lunches, and breaks.

AAMCN MemberRate .................... $475
Join AAMCN and Attend . ................. $550
Non-MemberRate ....................... $650
Pre-Conference Workshop Member Rate ... .... $50
Pre-Conference Workshop Non-Member Rate . . . $85
ABMCN Examination ..................... $225
ACCOMMODATIONS

Participants should contact Disney’s Coronado
Springs Resort directly at 407-939-1020 prior

to Sept. 8, 2003. AAMCN has secured a special
conference rate of $139 per night. Be sure

to mention the “AAMCN Fifth Annual Conference”
to receive the special conference rate.

Dress for the conference is business casual.

For more information, visit www.aamcn.org.
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AAIHDS FALL MANAGED CARE FORUM

Advanced Managed Care
for Hospital and Health
System Managed Care
Professionals

Aladdin Resort & Casino ® Las Vegas
November 6-7, 2003

The American Association of Integrated Healthcare
Delivery Systems (AAIHDS) Fall Managed Care Forum
is a highly specialized event that enables managed care
professionals to learn about the latest trends, updates,
and issues that affect our industry.

Designed by leaders, for leaders, the AAIHDS Fall
Managed Care Forum presents new thinking and
solutions with immediate impact on the management
of your organization.

HIGHLIGHTS
® The Future of Healthcare Delivery:
Separating the Delivery and Financing of Healthcare

e Consumer-Based Managed Care:
Strategies for Evaluating, Negotiating,
and Managing Change

e Managed Care Contracting Through Clinical Integration

¢ Not So Silent PPOs: Identifying Abuse
and Facilitating Recovery

e Managed Care Strategic Planning:
A Consultant’s Approach

e Case Study - Coastal Carolina’s Health Alliance
e Case Study - Web-Enabled Referral Management

® Managing Costs and Improving Outcomes Through
Focused Disease Management

® The HIPAA Privacy Rule: Practical Instruction
for the Managed Care/IDS Professional

e Enhancing Managed Care Operations for Revenue
Cycle Optimization

¢ Plus Much More!

For more information, call AAIHDS at 804-747-5823
or visit www.aaihds.org




Editor's Desk

Obesity in America...A Growing Concern

IT’S NO FUN TO BE FAT IN
AMERICA. Obesity makes people
unsightly and sick, and it kills. The
U.S. Surgeon General says more than
300,000 adults die each year because
of obesity-related health problems
such as hypertension, type 2 diabetes
cardiopulmonary disease, stroke,
sleep apnea, and more. No one is
immune—obesity cuts across all ages,
racial and ethnic groups,and genders.

Unfortunately, this epidemic
shows no sign of subsiding as the
frightening statistics continue to
climb. More than 60 percent of U.S.
adults, 13 percent of children,
and 14 percent of teens are

>40), we know that the results of
conventional therapies are even less
optimistic. Enter bariatric surgery as
a surgical option for the severely
obese. Bariatric surgery is now
endorsed by The National Institutes
of Health (NIH) as the treatment of
choice for morbid obesity.

In one form or another, bariatric
surgery has been a part of the med-
ical landscape for at least three
decades but in recent years, with
advances in safety, the popularity of
and public acceptance for the pro-
cedure has grown as never before.

ciplinary comprehensive bariatric
program with the best surgeons and
properly screened patients? Clearly,
the surgical procedure is just one
aspect of a well-defined program
for the morbidly obese that must
include sensitive and knowledge-
able nursing staff, case managers,
and other ancillary pre- and post-
operative support systerns.

Last year, the American Society
of Bariatric Surgery (ASBS) issued
credentialing guidelines to help
healthcare organizations with the
process of establishing comprehen-

sive bariatric surgical treat-
ment programs. These guide-

currently overweight or obese.
For adolescents alone, this
number has nearly tripled in
the last 20 years. The econom-
ic impact of obesity in the
United States is enormous,
topping more than $123 bil-
lion in 2001. Currently it is
estimated that the healthcare
costs linked to obesity are

No one is immune—obesity
cuts across all ages, racial and

ethnic groups, and genders.

lines provide a starting point,
but the model of a truly
excellent bariatric program
is a clinical and administra-
tive plan that works within a
given organization, large or
small, and within the particu-
lar, often unique, parameters
of the community.

How well we will meet the

more than those related to
smoking and alcohol abuse
combined.Obviously for the payers
of healthcare services, these costs
are enormous.

Although the cause of obesity is
simple to diagnose—excessive calo-
rie intake, lack of exercise or both—
successful treatment is much harder
to come by. Despite the well-docu-
mented success of diet, medical,
and behavioral strategies to produce
temporary weight loss, a well-known
statistic 1s that more than 90 percent
of these programs fail to provide last-
ing results. Therefore, the greatest
challenges are maintaining the weight
loss initially achieved and avoiding
the all too frequent and potentially
harmful pattern of loss and regain.
For severely obese individuals (BMI

More than 80,000 procedures were
completed last year; and that num-
ber is expected to rise to 250,000
by 2005. Bariatric surgery is now
available laparoscopically, which
could yield even higher demand.

In Louisiana, there is pending leg-
islation that would require all insur-
ance companies offering health
coverage in the state to include
mandated coverage for morbid obe-
sity, including paying the costs of
gastric bypass surgery.

The increased use of bariatric
surgery presents some specific chal-
lenges for healthcare and managed
care organizations. For instance,
what is the best way to ensure a
cost-effective, high-quality, multidis-

10 Journal of Managed Care Medicine Vol. 7, No. 1

growing demand in this spe-

cialized area of medicine is
unknown. But one thing healthcare
organizations cannot do is nothing,
because all signs indicate that the
morbid obesity problem will con-
tinue to disable and kill each year.

—Dexter W. Shurney, MD, MBA,
MPH

Dr. Shurney is a healthcare business
consultant specializing in managed care
strategic innovation that includes the
design and application of information
technology for creating web-enabled
organizational efficiencies. The former
vice president of medical affairs and cor-
porate medical director for Blue Cross
Blue Shield of Michigan, Dr. Shurney
has a 17-year tenure in managed care.
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Disease Management of Type 2 Diabetes:
Implications for Managed Care

Rachel Brody, MD, PhD

Summary

Type 2 diabetes is responsible for significant morbidity and mortality in the United
States, with considerable economic impact. Recent findings underscore the impor-
tance of the metabolic syndrome and insulin resistance in the pathogenesis of type
2 diabetes. Prevention of cardiovascular disease remains a major therapeutic goal for
treatment of patients with type 2 diabetes, and intensive medical management will
likely require that most patients receive multiple pharmacologic agents. Developing
effective disease management programs using multidisciplinary teams may lead to
improved patient outcomes and help manage costs associated with type 2 diabetes.

Key Points
* Insulin resistance is a primary metabolic defect contributing to the pathogenesis
of type 2 diabetes.
® The metabolic syndrome is a constellation of abnormalities including visceral obe-
sity, insulin resistance, dyslipidemia, and hypertension. It is associated with marked-
ly enhanced risk for coronary heart disease.
e Effective management of type 2 diabetes requires intensive glycemic control as
well as interventions to improve blood pressure and correct dyslipidemia.
¢ Disease management programs that involve multidisciplinary teams and work to
empower patients to control their health issues may result in improved outcomes for
patients with type 2 diabetes.

CME Credit

Visit www.namcp.org to apply for CME credit for this designated continuing medical education activity. Click
on “Online Education” or contact Katie Eads at 804-527-1905, e-mail keads@namcp.org.
The National Association of Managed Care Physicians is accredited by the Accreditation Council for Continuing

Medical Education to sponsor continuing medical education for physicians. NAMCP designates this continuing

medical activity for a maximum of 1.5 credits in Category | toward the AMA Physicians Recognition Award.

Physicians should claim only those credits they actually spend in the activity.

THE AMERICAN DIABETES ASSOCIATION
(ADA) estimates that approximately 17 million people in
the United States have diabetes, but nearly one third
remain undiagnosed.' In addition to the staggering num-
bers of individuals affected by diabetes, the economic
burden of this disease is profound. Total direct and indi-
rect costs of diabetes in the United States were estimated
to be $132 billion in 2002, up from $98 billion in 1997.
Long-term sequelae of diabetes include microvascular
complications, which significantly affect function of the
eyes, kidneys, and nerves, as well as macrovascular (car-

12 Journal of Managed Care Medicine Vol. 7, No. 1

diovascular) complications. Macrovascular complications
result in premature cardiac death for many people with
diabetes.Healthcare professionals who treat patients with
diabetes strive not only to eliminate the symptoms of dis-
ease and improve their patients’ well-being but also to
prevent or retard development of microvascular compli-
cations and reduce the occurrence of macrovascular
events. Because of the high prevalence of diabetes and its
significant health and economic impact, managed care
organizations have sought to develop strategies,including
disease management programs, to optimize care and con-



trol costs related to diabetes. Disease management pro-
grams are designed to achieve several specific goals:

* reduce variation in care by systematically monitoring
and evaluating the processes of care

* identify opportunities for quality improvement activi-
ties to improve clinical outcomes

* enhance patient safety by reducing medical errors

* promote evidence-based clinical programs

* strengthen the patient-physician relationship.

Pathophysiology of Type 2 Diabetes
Hyperglycemia is the classic symptom of diabetes,
and its role in the development of the many microvas-

cular complications of this disease has long been recog-
nized. Two main pathophysiologic abnormalities medi-
ate type 2 diabetes: insulin resistance and b-cell dys-
function. Insulin resistance refers to the inability of tar-
get tissues to respond to insulin and reduce circulating
glucose levels. In insulin-resistant individuals, normally
adequate insulin levels fail to reduce hepatic glucose
production and to increase glucose utilization by skele-
tal muscle tissue; hyperglycemia occurs even in the face
of increased insulin levels. Insulin resistance develops
long before the onset of frank diabetes (Exhibit 1).
Initially; insulin secretion by b-cells increases to main-
tain euglycemia in response to increasing insulin resis-

Exhibit 1: Natural History of Type 2 Diabetes
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tance. As insulin resistance progresses and b-cell insulin
output declines, the clinical manifestations of diabetes
become evident (Exhibit 2).

Both the microvascular and macrovascular complica-
tions of diabetes are well known. In recent years, the
mechanisms by which cardiovascular disease develops in
individuals with type 2 diabetes have become clearer
because the “metabolic syndrome” has become better
defined and understood. The metabolic syndrome refers
to a cluster of metabolic abnormalities, which include
visceral obesity, insulin resistance, hypertension, and
multiple lipid risk factors.> Presence of the metabolic
syndrome confers vastly increased risk for development
of atherosclerosis and subsequent cardiovascular disease.
Exhibit 3 shows the criteria for clinical identification of
the metabolic syndrome as defined by the National
Cholesterol Education Program (NCEP), and Exhibit 4
schematically indicates the progression to atherosclero-

Exhibit 3: NCEP Clinical Identification
of the Metabolic Syndrome*

Risk Factor
Abdominal obesity

Defining Measures
Waist circumference

Men >40in (>102 cm)
Women >35in (>88 cm)
Triglycerides >150 mg/dL
HDL cholesterol
Men <40 mg/dL
Women <50 mg/dL
Blood pressure >130/>85 mm Hg
Fasting glucose >110 mg/dL

*Three or more risk factors comprise the metabolic syndrome.
Adapted from National Cholesterol Education Program.
Executive Summary. 2001;1-28.

sis. NCEP has targeted people with the metabolic syn-
drome for intervention to prevent cardiovascular dis-
ease. Weight reduction and increased physical activity
are recommended for all patients with the metabolic
syndrome?; these are also the initial interventions sug-
gested for patients with type 2 diabetes.’

The metabolic syndrome is highly prevalent in the
United States, according to data from the third National
Health and Nutrition Examination Survey (NHANES
I1I), conducted between 1988 and 1994 in 8,814 adults.*
Using the criteria shown in Exhibit 3, the age-adjusted
prevalence of the metabolic syndrome was 23.7 percent.
The prevalence among people aged 60 to 69 years was
43.5 percent, and among different ethnic groups, was
highest among Mexican Americans (31.9 percent).
Extrapolating from the 2000 U.S. census data, an esti-
mated 47 million people in the United States have the
metabolic syndrome. Obesity and physical inactivity
represent the underlying causes of the metabolic syn-
drome and the development of insulin resistance. The
Centers for Disease Control and Prevention and each
U.S. state’s health department conducted a random-digit
telephone survey of 184,450 adults during 2000 to assess
the obesity epidemic. It revealed a prevalence of obesity
(defined as body mass index [BMI] > 30 kg/m?2) of 19.8
percent. Sedentary lifestyle exacerbates the metabolic
syndrome, and this survey found that 27 percent of
adults did not participate in any physical activity.?
Clearly, the metabolic syndrome affects a vast number of
Americans and will inevitably lead to significant long-
term health consequences.

The degree to which the features of the metabolic syn-
drome have impact on the pathogenesis of type 2 diabetes
and the development of macrovascular complications has

Exhibit 4: The Metabolic Syndrome
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been studied as well. Haffner and colleagues found that
insulin resistance among people with type 2 diabetes was
significantly correlated with higher total triglycerides,
very-low-density lipoprotein (VLDL) cholesterol, VLDL
triglycerides, fibrinogen, plasminogen activator inhibitor-
1, and fasting glucose levels.® This correlation implies that
insulin-resistant people with type 2 diabetes have more
atherogenic cardiovascular risk factors than do those with
type 2 diabetes who are not insulin-resistant.® Differences
in atherogenic risk factors exist even before the onset of
diabetes. Among people who later develop diabetes, those
who are insulin-resistant had worse cardiovascular risk
factors than did insulin-sensitive patients.” These findings
have significant implications for cardiovascular morbidity
and mortality among patients with type 2 diabetes. In an
analysis of data with seven years of follow-up from a
Finnish population-based study, investigators showed that
diabetic patients without previous myocardial infarction
(MI) have as high a risk of experiencing MI as do nondi-
abetic individuals who have had a previous MI (Exhibit
5).* Furthermore, diabetic patients who had a previous MI
had a 45 percent chance of experiencing another MI in
the subsequent seven years.®

One key component of the metabolic syndrome is
central, or visceral, adiposity. Visceral adiposity is clear-
ly linked to insulin resistance. In the Insulin Resistance
Atherosclerosis Study (IRAS), Haftner and colleagues
used minimal model analyses of frequently sampled
intravenous glucose tolerance tests to determine insulin
sensitivity in 479 individuals with type 2 diabetes.’
Fully 442 patients (92.3 percent) were insulin-resistant,
demonstrating the extent to which insulin resistance
characterizes type 2 diabetes.® Interestingly, the inci-
dence of obesity and differences in body fat distribu-
tion were markedly different between insulin-resistant
and insulin-sensitive type 2 diabetics.® Insulin-resistant
subjects had a higher mean BMI (31.7 kg/m2 versus
27.1 kg/m2; P<.0001) and a greater waist circumfer-
ence (1005 mm versus 891 mm; P<.001) than insulin-
sensitive subjects®; insulin resistance thus appears associ-
ated with the same adverse body weight parameters
typical of the metabolic syndrome. Furthermore, eug-
lycemic-hyperinsulinemic clamp (glucose clamp) stud-
ies demonstrated the strong relationship of visceral adi-
posity and insulin resistance.” Rexrode and colleagues
analyzed data from more than 44,000 women and
found that central adiposity is significantly correlated
with coronary heart disease risk (P=.007) (Exhibit 6)."

Treatment Options for Type 2 Diabetes:
The Mandate for Combination Therapy

The rationale for aggressive management of type 2 dia-
betes is clear. Diet and exercise are universally recom-
mended as part of the treatment plan for patients with dia-
betes, but most patients will need pharmacologic therapy,

often with multiple agents. The main classes of oral agents
used to treat type 2 diabetes and their sites of action are
shown in Exhibit 7 and briefly described below.
Sulfonylureas enhance insulin secretion by stimulat-
ing pancreatic b-cells. As a result of increased insulin, the
liver decreases glucose production while skeletal mus-
cle tissue increases glucose uptake, decreasing plasma
glucose levels.” Nonsulfonylurea insulin secretagogues,
such as nateglinide and repaglinide,” can also help
lower plasma glucose levels. All of these agents require
functioning b-cells to stimulate insulin secretion.''
Metformin is a biguanide long used for treating type 2
diabetes. It has no direct effect on insulin secretion. It acts
by inhibiting hepatic glucose synthesis, decreasing intesti-
nal absorption of glucose, and increasing the sensitivity of
muscle cells to insulin. Effective both as monotherapy

Exhibit 5: Type 2 Diabetes and Coronary Heart Disease
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Exhibit 6: Central Adiposity
and CHD Risk in Type 2 Diabetes
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and in combination with a variety of other agents, met-
formin has generally positive eftects on lipids, decreasing
plasma triglycerides, LDLs, and free fatty acid levels.
Gastrointestinal (GI) side effects, such as diarrhea or
abdominal discomfort,may occur in up to 30 percent of
patients but rarely result in discontinuation.’

Acarbose, an oral a-glucosidase inhibitor, interferes
with carbohydrate digestion and delays GI absorption
of glucose. Acarbose has no eftect on lipid levels or body
weight. Side effects of acarbose are generally limited to
the GI tract and may include flatulence and bloating.’

The thiazolidinediones, also known as the glita-
zones, represent another class of oral antidiabetic
agents. These drugs target insulin resistance. Insulin
resistance in type 2 diabetes is thought to be a conse-
quence of impaired signal transduction in insulin tar-
get tissues, such as adipose, skeletal muscle, and the
liver. Glitazones increase insulin sensitivity, ultimately
resulting in lower circulating insulin levels. The mech-
anisms by which glitazones exert their eftects are sum-
marized in Exhibit 8. These agents enter target cells
and bind to the peroxisome proliferator activated
receptor g (PPAR-g), a specific nuclear transcription
factor. Activation of these nuclear receptors results in
the transcription of insulin-responsive genes, which
mediate glucose production,transport, and utilization.’
One glitazone, troglitazone, was associated with rare
but significant hepatotoxicity and is no longer avail-

able in the U.S. In contrast, no cases of acute liver fail-
ure or severe liver dysfunction have been observed
with the currently available glitazones, rosiglitazone
and pioglitazone.’

Aggressive management of patients with diabetes
offers clear benefits. Conclusive evidence from the
United Kingdom Prospective Diabetes Study
(UKPDS) and the Diabetes Control and Complications
Trial (DCCT) confirms that intensive therapy decreas-
es the incidence and progression of macrovascular and
microvascular complications of diabetes.** Most
patients with type 2 diabetes require a combination of
at least two pharmacological agents to achieve a suc-
cessful level of glycemic control. For many patients,
additional medications are necessary’ Because of the
variety of agents available and their different mecha-
nisms of action, rational combinations are plausible and
have been the focus of numerous controlled clinical tri-
als. Some combinations are now formulated as single
tablets. Metformin can be combined with sulfonylureas
with beneficial clinical results.” Combinations that
include glitazones may offer the benefit of increasing
insulin sensitivity. The combination of metformin and
rosiglitazone, for example, resulted in improved
glycemic control, insulin sensitivity,and improved b-cell
function,compared with metformin monotherapy.”®

In addition to glycemic control, medical manage-
ment is usually essential to minimize the risk of car-

Exhibit 7: Oral Therapy for Type 2 Diabetes
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diovascular disease for patients with the metabolic
syndrome. NCEP recommends treatment of hyper-
tension, the use of aspirin to reduce the prothrom-
botic state, and treatment of dyslipidemias.? In addi-
tion to the drugs needed to achieve satisfactory
glycemic control, it is likely that most patients with
type 2 diabetes will require treatment with multiple
pharmacologic agents to address the components of
the metabolic syndrome. Because of the complex
issues surrounding polypharmacy and the impor-
tance of lifestyle modification in the control of dia-
betes (and the other components of the metabolic
syndrome), managed care organizations may choose
to develop disease management programs to opti-
mize outcomes for patients with type 2 diabetes.

Standards of Care for Diabetes Treatment
Exhibit 9 summarizes the ADA’s recommendations
for adults with diabetes. Normoglycemia is the pri-

mary goal, as individuals should strive to achieve
preprandial plasma glucose levels between 90 and 130
mg/dL, with peak postprandial plasma glucose levels
less than 180 mg/dL. Glycosylated hemoglobin Alc
(HbA1c) levels should be less than 7.0 percent, and
blood pressure should be less than 130/80 mm Hg.*

The ADA has established recommendations for
patient follow-up to optimize glycemic control and
minimize the development of complications.” To
assess the effectiveness of diabetes management,
HbA1c levels should be measured at least twice per
year, according to the ADA. A strategy to lower
LDL cholesterol, raise high-density lipoprotein
(HDL) cholesterol, and lower triglyceride levels can
reduce the macrovascular complications of type 2
diabetes, so lipid panels should be performed at least
annually. Aggressive management of diabetes
reduces microvascular complications as well, and
the ADA recommends annual testing for microalbu-

Exhibit 8: Overview of Glitazone Action
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minuria and annual comprehensive ophthalmologic
as well as foot examinations.

Disease Management
for Patients With Diabetes
The Hawaii Medical Service Association has identified
several important elements that contribute to the success
of disease management programs. Such programs should:
* include all members of a chronic disease population
* integrate and coordinate available resources in a con-
tinuum of care
* emphasize disease prevention
* empower patient self-care
* improve and maintain the health and functional status
of patients
* include measurable quality-improvement parameters.
A team-based model allows for cooperation among
professionals with different areas of expertise. Such mul-
tidisciplinary teams often include physicians,pharmacists,
diabetes educators, dieticians, nurses, and case managers.
Case managers are vital to disease management programs
because they facilitate communication among team
members, ensure that patients are receiving appropriate
services, and document follow-up evaluations and audits.
The Hawaii Medical Service Association’s implementa-
tion of the Diabetes Care Connection program resulted
in marked improvements in patient care. Four clinical
measures were selected to evaluate the impact of the pro-
gram. Exhibit 10 compares the clinical testing for plan
members one year before and one year after participating
in the Diabetes Care Connection. Statistically significant
improvements (P<.0001) were observed in all measures.

Project Dulce

In San Diego County, Calif,, the population includes
approximately 220,000 individuals with diabetes, 25
percent of whom are uninsured. Many of these people
are of Mexican and Asian heritage—ethnic groups dis-
proportionately affected by diabetes. Project Dulce was
developed in the mid-1990s as a collaborative effort by
Community Health Improvement Partners in
California, the Council of Community Clinics, and the
Whittier Institute for Diabetes. With input from clinic-
based teams, the collaborators focused on three main
goals for medically underserved patients with diabetes:

achieve excellence, reduce errors, and improve out-
comes in diabetic care.

The principal elements of Project Dulce included a
nurse-led multidisciplinary team working with empow-
ered patients. Patients with diabetes received team-based
intensive clinical care and education. Furthermore,
efforts were made to ensure that patients had access to
necessary pharmaceutical and glucose monitoring sup-
plies, as well as ophthalmology and podiatry care. Nurses
or dieticians were typically the diabetes educators and
led patient education groups. A critical feature of Project
Dulce was its culturally sensitive health promotion com-
ponent. For example, “promotoras” (culturally affiliated
health workers) were selected from the target commu-
nity to be peer teachers.

Nurse/dietician diabetes educators developed a cur-
riculum to train promotoras to provide diabetes educa-
tion. After a four- to eight-month training period,pro-
motoras could then teach patients in the program about
diabetes and its complications; the role of diet, exercise,
medications; and the importance of self~-monitoring.
Because of their cultural similarities, promotoras were
successful in engaging patients and improving retention
of participants. Individuals participating in Project
Dulce were able to share fears, beliefs, and experiences
with a peer of the same ethnic background. In return,
the promotora shared strategies to help patients take
control of their own health.

In the pilot program, 300 high-risk patients were
drawn from three north San Diego county community
clinics. The group was 73 percent female and 72 percent
Latino; 82 percent had type 2 diabetes. Sixty-eight per-
cent of participants had annual incomes less than
$10,000, and 51 percent had not continued in school
past eighth grade.

Adherence to ADA standards for control clinic
patients was compared with patients who had partici-
pated in Project Dulce for one year. The ADA recom-
mends HbAlc testing at least twice per year, as well as
annual lipid panels, foot examinations, and retinal
examinations. Fully 100 percent of Project Dulce cases
achieved adherence to ADA standards with respect to
HbA1c testing, lipid panels, and foot examinations. By
comparison, clinic control cases were far less successtul
at meeting those targets: 28 percent for HbAlc tests, 46

Exhibit 10: Hawaii Medical Services Association Diabetes Care Connection—Clinical Measures

Base Period Year 1
1999-2000 2000-2001
(%) (%) P value
LDL cholesterol screening 66.5 72.8 <0001
Monitoring for diabetic nephropathy 234 41.4 <0001
At least one HbA , test 731 80.7 <0001
At least one dilated retinal examination 46.7 51.6 <0001
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percent for lipid panels, and 33 percent for foot exami-
nations. Annual retinal exams were performed in 47
percent of Project Dulce participants, compared with
only 6 percent of clinic controls.

This culturally sensitive approach yielded marked
changes in measurable diabetes-related outcomes.
Considerable improvements were observed in numerous
clinical parameters, including mean HbAlc levels,mean
total cholesterol levels, and blood pressure control.

The participating partners in Project Dulce assessed
educational outcomes to evaluate how a culturally
sensitive approach to diabetes management changed
patients’ viewpoints about their disease. It was deter-
mined that participants in Project Dulce learned and
retained information pertaining to diabetes through the
culturally appropriate educational component of the
program.Improvement in participants’ internal locus of
control was noted. People with an external locus of con-
trol are more likely to believe that external forces dictate
what will happen in their lives, whereas those with an
internal locus of control feel that they have the power to
change their own lives. Patients with an internal locus of
control will more likely feel empowered and capable of
managing and controlling their diabetes. A marked shift
to a stronger internal locus of control was observed over
the course of one year in Project Dulce. Overall,partic-
ipants in Project Dulce indicated that they were signifi-
cantly more satisfied with the treatment they received
than was indicated by control patients.

Using pilot data that include 153 high-risk patients
with diabetes, the impact of clinical outcomes from
Project Dulce on three-year medical care costs was
assessed. The cost of the intervention,exclusive of med-
ication, was $229,500 per year. The three-year cost sav-
ings as a result of Project Dulce were projected to be
$744,075. Because of these beneficial results, Project
Dulce will be expanded to include all medically indi-
gent adults with diabetes (approximately 60,000)
throughout San Diego County. To meet the diverse
needs of this wider population group, project coordina-
tors are training promotoras from other ethnic groups
to ensure delivery of culturally sensitive diabetes educa-
tion.Project leaders expect to effectively reach patients
with diabetes in Filipino, African American, Vietnamese,
Latino, and Caucasian communities. Project Dulce has
shown that a dedicated multidisciplinary team and cul-
turally appropriate peer educators empower patients
with diabetes to take control of health-related issues,
resulting in measurable changes in outcomes.

Conclusions and Recommendations

Optimizing outcomes for patients with type 2 dia-
betes means reducing symptoms and preventing or
reducing the development of long-term microvascular
and macrovascular complications of this disease. Patients

with the metabolic syndrome are at markedly increased
risk of cardiovascular disease, and the features of central
adiposity, insulin resistance, dyslipidemia, and hyperten-
sion are present in most patients with type 2 diabetes.
Therapeutic strategies to correct these defects may
include the use of glitazones to improve glycemic con-
trol and increase insulin sensitivity, as well as other glu-
cose-lowering agents, hypertension medications, and
agents to improve lipid profiles. Lifestyle modifications,
including increased physical activity and weight loss, are
necessary for most patients. Disease management pro-
grams involving multidisciplinary teams facilitate
patient adherence to pharmacologic and lifestyle inter-
ventions. All outcomes are enhanced when patients feel
empowered by culturally sensitive programs that pro-
vide both intensive clinical care and education. IMCM
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NAMCP

Develops Tools
to Assist

Physicians and
Their Diabetes
Patients

THE DISEASE Management
Institute of the National Association
of Managed Care Physicians
(NAMCP) has developed three new
tools to monitor patient
health: the Diabetes Patient
Report Card, the Diabetes
Physician Audit Tool, and the
Preventive Health Maintenance
Schedule.

Diabetes Patient
Report Card

This tool aims to actively
engage diabetes patients in
their own care and involve
them as a partner with the
physician in charge of their
treatment. The end goal is
to help manage the disease
in a more effective manner.

“Disease management is
the medical management of
the future. It fosters collabo-
ration among healthcare
providers, payers, plans, and
patients,” says Ron Hunt,
MD, president of NAMCP’s
Disease Management Institute
and medical director of
Blue Cross Blue Shield of
Georgia.“As patients (employ-
ees, members) are required
to assume a greater financial
stake in their healthcare, they
will be given the knowledge,
skills, and tools to assume a
greater accountability for their
health as well.”

Diabetes is one of the fastest
growing disease epidemics in the

country, and the medical profes-
sion is continually seeking new
management options for this
chronic disease. “The patient
report card is simply a tool to
assist the patient and his or her
physician in seeking the very
best clinical outcome,” Hunt
says. “In giving the patient the
accountability for a degree of
self~-management, the physician
office is for the first time actual-
ly relieved of some of the
administrative burden normally
associated with managed care.”
By using the report card,
patients can better understand
their condition as well as help

The Diabetes Patient Report

Card aims to actively engage

diabetes patients in their

own care and involve them

as a partner with the

physician in charge of their

treatment. The end goal

is to help manage the disease

in a more effective manner.

monitor and treat their disease.
“The development of a patient
report card is an exciting way
for patients to follow their
progress over time, and also to
provide them with goals of
therapy,” says Tom Morrow,
MD, president of NAMCP and
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vice president and medical
director of One Health Plan of
Georgia.

The Diabetes Patient Report
Card is the first of several patient
report cards under development
for chronic illnesses. “We look
forward to offering report cards
as tools not only for diabetes but
also for many other conditions as
well,” says Hunt. “This may
include report cards tailored to
individuals based on their health
risk assessments.”

Sean Sullivan is president and
CEO of the Institute for Health
and Productivity Management
(IHPM), whose mission is to

educate employers that
an investment in keep-
ing employees healthy
leads to more produc-
tive employees, who in
turn add more to the
corporate bottom line.
“The IHPM commends
NAMCEP for giving physi-
cians and their patients a
critical tool for managing
diabetes—a disease on the
verge of becoming an
epidemic,” Sullivan says.
“We encourage develop-

ment of similar report
cards for other chronic dis-
eases that create huge
costs for employers in

terms of medical care and
lost productivity.”

Diabetes Physician
Audit Tool

Also available from
NAMCP is a measurement
tool for physicians to use
in evaluating their own
examination of diabetic
patients. “Socrates once said,
‘The unexamined life is not
worth living” We may be com-
ing to the point where we can
say ‘The unexamined health
care is not worth providing,’”
Hunt notes. “Physicians and
other healthcare providers can



no longer afford to provide
healthcare without carefully
examining whether or not they
are achieving the desired results.
The Physician Audit Tool is sim-
ply one means by which the self-
examination process can begin.”
Physicians are ‘“reluctantly
getting used to being examined
or audited by outside agencies
such as healthcare plans, accred-
iting agencies (NCQA, JCAHO),
or the federal government via
Medicare,” Hunt notes. “Much
of the reason for this external
review is the fact that physicians
have historically been unwilling
or unable to review their own
provision of care outside
the academic centers.
Going forward, we must
be both willing and able
to make these internal
reviews, using such tools
as the Diabetes Physician
Audit Tool.”

Hunt adds, “Brent James
at Intermountain Health
Care in Salt Lake City
once said “What gets mea-
sured gets managed.” We
physicians must look at
our practices and ask our-
selves ‘What 1s getting
measured, clinically?” To
improve the quality of
care we render to our
patients, we must take
measurements of our clin-
ical performance so that
the proper improvements
may be made. Using tools
like the NAMCP’s Diabetes
Physician Audit Tool can
help us measure our clini-
cal quality.”

The Disease Management
Institute of NAMCP (comprised
of medical directors and physi-
cians, purchasers, plans, and
providers) is working proactive-
ly to improve the management
of all disease states. “This inno-
vative approach offers the hope
to improve the overall outcome

of care for diabetes and, in the
future, of other diseases,” says
Morrow.

Preventive Health
Maintenance Schedule

In addition to developing
diabetes disease management
tools, NAMCP has created a
general wellness “preventive
maintenance” guide for health-
care consumers. The two-page
schedule, adapted from the U.S.
Preventive Services Task Force
guidelines for children, adoles-
cents, and adults, conveniently
outlines which preventive mea-
sures are necessary for every

Visit www.namcp.org
for a free copy of the
Diabetes Patient Report
Card, the Diabetes
Physician Audit Tool,
and the Preventive Health
Maintenance Schedule.
Click on the corresponding

titles for each document.

checkup (yearly for adults and
adolescents; more often for
children).

Physicians can provide the sched-
ule to patients as an educational tool
and use it as a point of departure
for counseling patients on healthy
lifestyles and disease prevention.
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“Our economy and healthcare
system cannot continue to support
treating diseases that are largely
preventable,” notes Pamella D.
Thomas, MD, MPH, CMCM,
director of wellness and health
promotion at Lockheed Martin
Aeronautics.

“We need to understand that
policy makers, the healthcare
community, and the public
must work together to make
even small incremental steps to
move from disease care to a
preventive healthcare system,”
Thomas continues. “As physi-
cians, we need to adopt the
Preventive Health Maintenance

Schedule, which will
encourage our patients to
take personal responsibil-
ity to support behavior
changes that encourage
healthier lifestyles. By
using proven interven-
tions and existing sci-
ence, we can facilitate
this change to reduce dis-
ease burden and its cost
to our nation.”

Access NAMCP
Tools Online

NAMCEP is an organiza-
tion of dedicated medical
directors, physicians, medi-
cal students, residents, and
other healthcare profes-
sionals involved in wvari-
ous healthcare delivery
systems, including health
plans, group practices, IPAs,
PHOs, PSOs, MSOs, and
IDSs. Its mission is focused
on providing education
and developing tools in
managed healthcare.

To receive a free copy of the
Diabetes Patient Report Card,
the Diabetes Physician Audit
Tool, and the Preventive Health
Maintenance Schedule, wvisit
www.namcp.org. Click on the
corresponding titles for each
document. IMCM
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The End of an Era?
Results of the 2002
Medical Directors Survey

Peter G. Goldschmidt, MD, DrPH, DMS, and Kiristin Hollingsworth

Summary

What changes lie ahead for the field of managed care? The sixth annual survey of
medical directors offers a unique look at today’s trends and managed care's future.
The survey's joint sponsors, consulting firm Medical Care Management Corp. llc and
the National Association of Managed Care Physicians, sent questionnaires to 1,791
medical directors identified through their client and member databases. Based on
the results of the survey (a 5.4 percent response rate), the future of managed care
appears uncertain at best. With costs rising at an alarming rate, consumer demand for
ever-increasing services (with no incentive for cost-effectiveness), and increasing polit-
ical pressure in every aspect of healthcare financing and delivery, the system appears
destined to crash. According to this survey analysis, the era of managed care is over.
The form and substance of a reshaped landscape have yet to become apparent.

Key Points
e Cost increase was the most significant trend for 2002, cited by 91 percent of
respondents.
¢ Lack of incentives for cost-effective healthcare was the system’s biggest problem.
e The practical change that would most improve America’s healthcare system is
patient accountability for costs.
* The public’s greatest concern about healthcare services are cost and affordabil-
ity; the patients’ concerns are the complexity of health plan rules and restrictions.
e Respondents disagreed over managed care's most important goal: cost con-
tainment, quality of care, or optimizing trade-offs among goals.
¢ Respondents agreed that
- under a defined contribution health plan (DCHP), employers must insist that
employees purchase minimal catastrophic health insurance.
- frivolous lawsuits are a significant problem.
- employers will pass on cost increases to employees.
- a substantial portion of care does not materially improve health outcomes.
- double-digit increases in annual healthcare costs will continue in the future.

Read More Online
Visit www.namcp.org for survey methodology and complete survey results.

HAS THE ERA OF MANAGED CARE
ENDED? At the beginning of the last decade health-
care costs were increasing at an unprecedented rate.
These cost increases led to a number of public and pri-
vate initiatives, including sweeping reforms proposed by
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the Clinton administration in 1993 (which were reject-
ed) and “managed care,” which was then embraced by
employers. An increasing number of employees were
enrolled in Health Maintenance Organizations
(HMOs),Preterred Provider Organizations (PPOs), and



other forms of Managed Care Organizations (MCOs).
Managed care has several defining characteristics,'
which imply a commitment to manage both cost and
quality> However, from the start, managed care has been
synonymous with cost containment. In the past, it has
been credited with arresting the seemingly unstoppable
growth in healthcare expenditures.’*

Historically, managed care plans implemented vari-
ous strategies to contain costs. They instituted strin-
gent utilization controls, cut payments to providers,
and undertook to improve the efficiency of health
delivery. Health plan members and providers balked at
the types of restrictions imposed by managed care.
This backlash resulted in various “patients’ bills of
rights,” a loosening of utilization controls, and pro-
motion of consumer choice. As a result, healthcare
costs increased. Consolidations among institutional
providers strengthened their negotiating power with
health plans. Again, costs increased, as health providers
fought to gain back some of what they had previous-
ly given up. Healthcare providers also passed wage
hikes due to personnel shortages,increases in malprac-
tice insurance premiums, and other operating expens-
es. Health plans have yet to come to grips with the
question of how to regulate effectiveness and efficien-
cy of medical practice. Additional days in hospitals,
increased visits to specialists, expanded use of technol-
ogy, and burgeoning drug prescriptions have all con-
tributed to growing healthcare expenditures. At the
same time, the number of elderly people has continu-
ally increased. The predictable result of this confluence
of trends is accelerating healthcare costs.

In 2001 the latest year for which data are available,
UL.S. healthcare spending rose faster than in any year
since 1991 (when the run-up in cost increases of the
1980s peaked prior to the ensuing economic reces-
sion). Expenditures reached about $5,035 per person
and accounted for 14.1 percent of GDP—the highest
of any country in the world. Total expenditures rose
8.7 percent to $1.42 trillion.* In real terms, in 2001
per capita healthcare expenditures increased 3.8 per-
cent, three times the average annual rate experienced
in the preceding decade. The cost of health insurance
rose 12.7 percent between spring 2001 and spring
2002, and 14.7 percent for all of 2002.° The cost
increases in 2002 were worse than expected,” and the
trend is shocking. In 2003, healthcare premiums are
expected to rise 15 percent on average.® Many small
businesses will see increases in the 24 to 40 percent
range.” In 2002, the number of small companies (those
with fewer than 200 employees) offering healthcare
coverage dropped from 67 percent to 62 percent.
Only half of the smallest employers (those with three
to nine employees) continue to offer coverage.”
Because of rising healthcare costs, declining tax rev-

enues, and other spending priorities, one county will
eliminate health benefits for its employees in 2003."

In response to rapidly rising health benefit costs,
employers are raising prices, shaving salaries, trim-
ming wage increases,or redesigning benefits plans to
shift a greater proportion of costs to employees. They
are raising premium contributions, deductibles, and
co-payments; introducing tiered payment structures;
and exploring consumer-driven health plans.These
strategies have the goal of making employees more
conscious of the cost of healthcare and also of mak-
ing employees responsible for some of the difficult
choices ahead. In some instances, employers are
dropping coverage altogether.”'* For unions, shifting
costs to employees threatens to destroy the long-
cherished benefit of employer-paid healthcare,
unraveling overnight what they have fought hard to
achieve over decades. In response, unions have called
protest strikes.'”'* What will be the effects of rapidly
rising healthcare costs? Who will pay them? How
much healthcare are people willing to buy?

Medical directors play an important—and often
unheralded—role in managed care plans’ efforts to
ensure and improve the quality of care, contain costs,
and achieve managed care’s myriad other goals,
including politically acceptable trade-ofts. The pur-
pose of the Medical Directors Survey is to find out
what the nation’s medical directors are thinking. The
results reported here pertain to the sixth annual sur-
vey, for 2002. MCMC and NAMCP" sponsor these
surveys jointly.

Results
Trends

The most significant trend for 2002 was increas-
ing/accelerating costs, mentioned by 91 percent of
respondents when they were asked to identify the
three most significant events, changes, or trends that
would emerge in 2002 that would most affect America’s
healthcare system in the next five years. Thirty-two
percent mentioned cost increases to employers; 62
percent, to employees/consumers; and 58 percent
mentioned costs generally, including pharmacy/drug
cost increases. Far behind were other trends, such as
compliance with the Health Insurance Portability
and Accountability Act of 1996 (HIPAA—18 per-
cent); consumer demand for increased value of
healthcare (14 percent); and proliferating technology
(14 percent). In 2002, 71 percent (20 of 28 trends
listed) were mentioned by at least five percent of
respondents; the same percentage as in 2001. Only
the following seven specific trends were mentioned
by about 20 percent of respondents. (See Exhibit 1)
* Healthcare costs increasing/accelerating (mentioned
by 37 percent of respondents in both 2002 and 2001;
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Exhibit 1: Most Significant Events, Changes, or Trends in 2002

Healthcare costs increasing/

accelerating

Cost increase to patients; premiums,

out-of-pockets, etc.

Cost increase to employers

Pharmacy/drug cost increases

Financial risk through deductibles,

copays, etc., — shift to patient

Employers passing cost increases to

employees

HIPAA compliance

Consumer demand for increased value

of healthcare

Technology - proliferating
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Note: Respondents were asked to identify up to three events, changes, or trends.
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not among the most significant trends before that)
* Cost increases to patients: premiums, out of pockets,
etc. (32 percent in 2002; 20 percent in 2001; 32 per-
cent and 41 percent in years before that)

* Pharmacy/drug cost increases (25 percent in 2002;
29 percent in 2001; 31 percent the year before that)

* Cost increases to employers (28 percent in 2002;
25 percent in 2001; 21 percent the year before that)
* Employers passing cost increases to employees (18
percent in 2002; 17 percent in 2001; not among the
most significant trends before that)

* HIPAA compliance (18 percent in 2002; not among
the most significant trends previously).

Concerns about increasing/accelerating costs domi-
nated 2002 most important trends. HIPAA compli-
ance was a new concern (18 percent). Cost increases to
patients and to employers rose in importance from the
previous year. Many trends seen in previous surveys did
not make the list in 2002.They included increased gov-
ernment regulation; consolidations, acquisitions, and
mergers among MCOs; HMO% or health plans’
accountability or liability; and patients’ right to sue.

Lack of incentives for cost-effective healthcare and
healthcare cost increases are the health system’s most
important problems,according to respondents. In 2002,
as in 2001, seven problems were mentioned by at least
5 percent of respondents. These items accounted for 89
percent of all responses. In 2001, they accounted for 82
percent; the previous year, 77 percent; and the year
before that, 71 percent, indicating a greater consensus
than ever before (See Exhibit 2).Problems mentioned by
more than 5 percent of respondents were as follows:
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* Alignment of incentives/arrangements to encourage
cost-effective healthcare (27 percent; 20 percent in 2001;
not among the most important problems before that)

* Healthcare cost increases (17 percent;11 percent in
2001; 8 percent and 9 percent in years before that)

» Unrealistic expectations about healthcare/system
(14 percent; 12 percent in 2001; 11 percent in the
year before that)

* Discrepancy between patient wants and needs (11
percent;14 percent in 2001;8 percent and 14 percent
in years before that)

* Uninsured increasing or lack of universal access
(nine percent; 21 percent in 2001, 11 percent and 6
percent in years before that)

* Lifestyle issues, e.g., tobacco use, obesity (6 per-
cent; 8 percent in 2001; not among the most impor-
tant problems before that)

* Prescription drug increases (5 percent;6 percent in
2001; not among the most important problems
before that).

The most important problems identified in 2002
were identical to those mentioned most often in the
previous year’s survey. Misalignment of incentives and
healthcare cost increases again topped the list.
Unrealistic expectations about the healthcare system
continued to rise in importance. Fewer HMO respon-
dents (13 percent) than those from other organizations
(25 percent) mentioned health cost increases.

Recommended Changes to Improve the System
The seven practical changes that would most
improve America’s healthcare system, according to at



least 5 percent of respondents, are shown in Exhibit
3. In 2002, as in 2001, making patients accountable
for costs topped the list (20 percent; 23 percent
including increasing patient deductibles and co-pays
for non-urgent care). It was followed by agreement
on practice guidelines (12 percent; 18 percent
including more information on interventions’
cost-eftectiveness). Next was educating patients on
appropriate care (10 percent); followed by provider
incentives/bonuses based on quality of care (10 per-
cent);total reform/overhaul of healthcare system (10
percent); and universal basic health insurance (10
percent).In general, financing reforms,such as a sin-
gle payer system;tax relief or tax credits to buy health
insurance; total reform/overhaul of healthcare sys-
tem; and universal basic health insurance were

chosen by 25 percent of all respondents. In 2002,

increased emphasis on disease management made
the list (8 percent); however, defined contribution
health plans did not.

The nation’s most important healthcare prob-
lems would be largely aided by certain solutions,
many of which were chosen by respondents in
previous years, as well. The problem of misalign-
ment of incentives would be solved by financing
reforms, patients’ accountability for costs, provider
incentives/bonuses based on quality of care, and
education of patients on appropriate care. The dis-
crepancy between patient wants and needs could
be solved primarily by making patients account-
able for costs and implementing practice guide-
lines/information on interventions’ cost-eftective-
ness. Healthcare and prescription drug cost
increases might be moderated by making patients

Exhibit 2: Most Important Problem Confronting America’s Healthcare System

Alignment of incentives to encourage

cost-effective care - lacking.

Healthcare cost increases

Expectations about healthcare/system
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0% 5%

10% 15% 20% 25% 30%

Exhibit 3:

Practical Change to Improve America’s Healthcare System
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accountable for costs; implementing practice
guidelines/information on interventions’ cost-
effectiveness; and implementing financing reforms.
Not surprisingly, financing reforms would help
most in reducing the number of uninsured. The
most important changes indicated for lifestyle
issues were increased emphasis on disease manage-
ment and practice guidelines/information on
interventions’ cost-effectiveness.

Public and Patient Concerns

Medical directors who responded to the survey
thought that the public’s greatest concern about
healthcare services today was
* Cost/affordability of healthcare (33 percent of
responses; 37 percent in 2001; 30 percent the previous
year; 35 percent and 21 percent in years before that)
* Access to care (19 percent; 22 percent in 2001; 31
percent the previous year; 17 percent,20 percent,and
18 percent in years before that)
* Loss of trust in physician/system (11 percent; not
among greatest concerns in 2001 survey)
* Health plan benefits, coverage exclusions (10 per-
cent; not among greatest concerns in 2001)
* Choice/continuity of care (6 percent; 8 percent in
2001; 19 percent previous year; 32 percent, 24 per-
cent,and 26 percent in years before that).

The above-mentioned concerns accounted for 79
percent of responses (compared to 75 percent for
the previous year’s top responses) mentioned by
more than five percent of respondents. Although
cost and access remained the greatest concerns,
both receded in strength. Health plan benefits/cov-
erage exclusions, after including denials of cover-
age/service, was chosen by 13 percent of respon-
dents as the public’s greatest concern.

Patients’ most pressing concern about managed
care continues to be complexity of health plan
rules/restrictions, according to almost one-quarter
of respondents. Access to care, which was the
number one concern in previous years, was a close

second. Patients’ most pressing concerns, according
to the survey, are

* Complexity of health plan rules and restrictions (24
percent; 28 percent in 2001; 12 percent the previous
year; 9 percent and 13 percent in years before that)

* Access to care (22 percent; 31 percent in 2001; 48
percent the previous year; 35 percent,25 percent,and
24 percent in years before that)

* Getting what they want, not what they need (18
percent; not among the most pressing concerns
previously)

* Cost of care, exclusions (13 percent; 12 percent in
2001 and the previous year; 20 percent, 19 percent,
and 11 percent in years before that)

* Prescription drug costs shifting to patients (7 percent;
not among the most pressing concerns previously)

* Health plan benefits/coverage exclusions (6 percent;
not among the most pressing concerns previously).

Goal(s) of Managed Care

Respondents continued to split into three main
groups over what they thought was managed care’s
most important goal (see Exhibit 4). The respondents
chose the following:
* Contain/manage cost of care (34 percent of
respondents mention;33 percent in 2001;24 percent
the previous year; 33 percent,23 percent,and 25 per-
cent in years before that)
* Optimize trade-offs among goals (28 percent; 24
percent in 2001; 35 percent the previous year; 23 per-
cent, 37 percent, and 38 percent in years before that)
* Improve quality of care in terms of patient out-
comes (22 percent; 27 percent in 2001; 25 percent
the previous year; 28 percent,33 percent,and 31 per-
cent in years before that).

More HMO respondents (32 percent) than those
from other types of organizations (16 percent) select-
ed “improve the quality of care” as managed care’s
most important goal. Fewer (19 percent) selected
“optimize trade-offs” (32 percent).The top choice of
both groups was “contain/manage cost of care,” but

Exhibit 4: Most Important

Goal of Managed Care
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it was followed closely by two other goals: quality of
care for HMO respondents; and optimizing trade-
offs for those from other types of organizations.
More part-time medical directors (30 percent)
selected “improve quality of care” than did full-time
medical directors (18 percent).

Consequences of Costs

In the 1990s, concern about the affordability of
healthcare and the increasing cost of employer-
based health plans prompted healthcare reforms—
which essentially fizzled—and led to the rise of
managed care as we have come to know it.
Managed care transformed the financing and
delivery of US healthcare. For a few years in the
middle of the decade, managed care seemed to be
holding down health cost increases, but the slow-
down was only temporary. By the turn of the cen-
tury, growth in healthcare costs had again reached
double-digit levels. We have not seen this magni-
tude of increase for more than a decade; moreover,
the increased rate of growth applies to a much
larger base of expenditures than ever before. Will
we see employers abandon their health plans? Will
they switch to some type of defined contribution
health plan (DCHP) that caps their expenditures?
Will consumer-directed, consumer-driven health
plans improve the healthcare system’s efficiency?
The survey asked respondents to rate their agree-
ment or disagreement with 34 separate statements
about the potential consequences of rising health-
care costs.

Respondents agreed most strongly with the fol-
lowing five statements (in order of strength of agree-
ment, based on mean score of a five-point scale, in
which one represents “disagree strongly,” five indi-
cates “agree strongly”:

* Under a DCHP, employers will have to insist that
employees purchase at least a minimal catastrophic
health insurance plan. Otherwise, some individuals
will be tempted to trust to providence and suffer
potentially catastrophic consequences (4.28).

* Frivolous lawsuits and their potential conse-
quences (such as out-of-proportion settlements and
awards to plaintiffs) are a significant problem (4.17).
* For the foreseeable future, employers will pass most
increases in healthcare costs (insurance premiums) to
employees, either directly, or by adopting multi-tier
arrangements for hospital care, prescription drugs,
etc. (4.16).

* A substantial proportion of healthcare wanted or
demanded by patients does not materially improve
patient health outcomes (4.10).

* Double-digit increases in the cost of healthcare
are to be expected through the end of 2005) (4.01).

Respondents disagreed most strongly with the fol-
lowing five statements (in order of strength of dis-
agreement based on mean score):

* There is no need to control healthcare costs. If
people want more healthcare, they will simply spend
more to get it (2.09).

* Present-day managed care organizations, HMOs,
PPOs, and similar organizations have no useful role
in a world of DCHPs (2.15).

* We should adopt a national single-payer system,
e.g.,to reduce the cost of healthcare “administration”
(marketing health plans, paying claims,etc.) (2.38).

* DCHP will result in higher quality healthcare (2.39).
* There is no practical way to control healthcare
costs (2.44).

Additional findings included the following:

* A majority of respondents (69 percent) disagreed
that, “Present-day managed care organizations,
HMOs, PPOs, etc., have no useful role in a world of
DCHPs.” Not surprisingly, HMO medical directors
disagreed with this statement more frequently than
did non-HMO medical directors (84 percent versus
61 percent).

* A majority of all respondents (80 percent) agreed
that, “Frivolous lawsuits and their potential conse-
quences (such as out-of-proportion settlements with
and awards to plaintiffs) are a significant problem.”
Non-HMO medical directors agreed with this state-
ment far more frequently than HMO medical direc-
tors (89 percent versus 63 percent).

* Respondents were split regarding the statement
that,“Large employers or coalitions will increasingly
bypass health plans and contract directly with
providers.” Thirty-four percent agreed with the state-
ment; 28 percent disagreed; and the rest chose the
midpoint of the five-point scale. HMO medical
directors tended to disagree (47 percent),while med-
ical directors from other types of organizations tend-
ed to agree (45 percent).

* A majority of respondents (62 percent) disagreed
with the statement that,“We should adopt a nation-
al single-payer system, e.g., to reduce the cost of
healthcare ‘administration’ (marketing health plans,
paying claims, etc).” Twenty-four percent agreed,and
the rest chose the five-point scale mid-point.
Respondents working full-time as medical directors
disagreed with this statement less often than part-
time medical directors (57 percent versus 71 percent).
* A majority of all respondents (56 percent) dis-
agreed that, “Health plans are driven by costs;
they only pay lip service to quality.” Not surpris-
ingly, HMO medical directors disagreed with this
statement far more frequently than non-HMO
medical directors (71 percent versus 47 percent).
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* A majority of all respondents (81 percent) agreed
with the statement that,”A substantial proportion of
healthcare wanted/demanded by patients does not
materially improve patient health outcomes.” Full-
time medical directors agreed with this statement
more frequently than part-time medical directors (88
percent versus 68 percent).

* A majority of all respondents (75 percent) agreed
with the statement that “A substantial proportion of
medical interventions delivered by providers does
not materially improve patient health outcomes.”
Again, full-time medical directors agreed with this
statement more frequently than part-time medical
directors (81 percent versus 64 percent). Non-HMO
medical directors agreed with this statement more
frequently than HMO medical directors (82 percent
versus 63 percent).

+ Sixty-one percent of all respondents agreed that,
“By the end of 2010, most patient records for most
purposes will be electronic.” While the majority of
non-HMO medical directors agreed with this state-
ment (70 percent), only 44 percent of HMO med-
ical directors did so. Full-time medical directors
were more likely to disagree than part-time medi-
cal directors (22 percent versus 9 percent). Full-
time medical directors were more optimistic than
part-time medical directors that, “By the end of
2010, we will know the cost-effectiveness of the
most frequently used medical treatments” (32 per-
cent agreed versus 9 percent), and less pessimistic
that, “By the end of 2010, people of a given age will
be healthier than they were in 2000” (37 percent
disagreed versus 59 percent).

* Respondents were split regarding the statement
that,“By the end of 2010, managed care as we knew
it in 2000 will no longer exist.” Thirty-eight percent
agreed with the statement; 40 percent disagreed; and
the rest chose the five-point scale mid-point. HMO
medical directors tended to disagree (53 percent),
while medical directors from other types of organi-
zations tended to agree (44 percent).A smaller per-
centage of HMO than non-HMO medical directors
disagreed that,“By the end of 2010, the U.S. health-
care landscape will be significantly different from that
of today” (50 percent versus 72 percent).

Discussion

The survey results may represent a biased view for
two reasons. First, only a small fraction of the iden-
tified medical directors responded to the survey
(5.4 percent). Second, the authors may have failed
to identify all of the nation’s medical directors.
Respondents’ profiles were remarkably similar for
all five surveys conducted to date. Nevertheless,
comparisons must be interpreted cautiously because
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it is not known what percentage of respondents
who completed the 2002 questionnaire also partic-
ipated in previous years’ surveys.

Increasing and accelerating costs were the most sig-
nificant trend. It was mentioned by 91 percent of
respondents (including those who mentioned cost
increases to employers, employees, and pharmacy and
drug cost increases). Far behind were consumer
demand for increased value of healthcare, and prolifer-
ating technology. HIPAA compliance made the list in
2002. Cost increases to patients increased in impor-
tance from the previous year; and increased govern-
ment regulation, which had continued to recede in
importance in the past, did not make the 2002 list.

There was more agreement than ever among
respondents about the nation’s most important prob-
lems. The two top problems are lack of incentives for
cost-eftective healthcare and healthcare cost increas-
es. The top problems cited in 2002 were virtually
identical to those mentioned most often in the pre-
vious year’s survey. Unrealistic expectations about
healthcare/system continued to increase in impor-
tance, while problems such as lifestyle issues and pre-
scription drug cost increases continued to decrease in
importance. According to respondents, all of the
nation’s most important healthcare problems would
be aided by certain practical changes,many of which
have been mentioned in prior years. In 2002, as in
2001, respondents believed that making patients
accountable for costs was the practical change that
would most improve America’s healthcare system.
This was followed by the need to establish agreement
on practice guidelines. Educating patients on appro-
priate care faded to third place.

Cost and aftordability of healthcare continues to be
the public’s greatest concern, in medical directors’
minds. Complexity of health plan rules and restric-
tions has supplanted access to care as patients’ great-
est concern, according to respondents.Access to care
was both the public’s and patients’ second most
important concern, followed, for the public, by loss
of trust in physician/system (a new top concern).
Next in line, for patients, was getting what they
want, not what they need.

Again in 2002, respondents split almost equally
into three main groups,indicating a continued diver-
gence of views on managed care’s most important
goal. A plurality of medical directors selected cost
containment. Given the overwhelming trend toward
cost increases, it is remarkable that almost two-thirds
of respondents do not view managed care’s most
important goal to be cost containment. Optimizing
trade-offs was mentioned second most often, and
improving the quality of care in terms of patient out-
comes was mentioned third most often (it was men-



tioned second most often in 2001). Once again, few
respondents chose providing access to care for every-
one as managed care’s most important goal. This
finding remains remarkably constant.**

An interesting picture emerges from respondents’
opinion regarding rising healthcare costs and their
consequences. First, we can expect double-digit
increases in healthcare costs to continue for the fore-
seeable future. Employers will pass most of these
increases on to employees. A substantial proportion
of healthcare demanded by patients (and delivered by
providers) does not materially improve health out-
comes. Fraud, frivolous lawsuits, and out-of-propor-
tion settlements are also significant problems.
Complying with HIPAA will significantly increase
healthcare costs. Costs must be controlled—and
there must be a practical way to do it. Defined-con-
tribution health plans (DCHPs) simply shift costs to
employees. Nevertheless, a single-payer system does
not seem to be the way forward. What’s next?

For the first time since the early 1990s we are
experiencing a sustained period of double-digit
increases in annual healthcare costs.In 2002,the cost
of employee health benefits rose almost 15 percent,
the largest increase since 1990:seven times the rate of
general inflation.* Costs have increased in each of
the last five years,and they are accelerating.Costs are
expected to grow at 12 to 15 percent per year until
at least 2005. This time around, such increases are
built on a substantially larger base of healthcare
expenditures. By 2011, health expenditures are
projected to reach $2.8 trillion (twice their current
level), growing at a mean annual rate of 7.4 percent
(half of the current rate), to reach 17.0 percent of
GDP (compared to 14.1 percent in 2001).”

Unlike in the mid-1990s, when employees seized
on managed care as the way to contain costs (follow-
ing the failure of the Clinton administration’s pro-
posed healthcare reforms),there are few proposals for
a short-term fix, and even fewer for a long-term
solution. Employers have been quick to pass
increased costs on to employees but slow to adopt
DHCPs or other types of so-called consumer-driven
health plans, which usually involve high deducible
coverage with an annual employer contribution to
employees’healthcare spending account. Shifting the
increased costs of healthcare to employees is provok-
ing labor unrest.Some, especially small employers,are
dropping heathcare coverage. Shifting costs to
employees is also increasing the number of uninsured
workers and families.In 2001,1.4 million people lost
their health insurance.®

Skyrocketing Medicaid costs threaten to swamp
state budgets. In Florida, for example, if costs con-
tinue to increase at the current pace, Medicaid is

projected to consume the entire state budget by
2015.% States can be expected to respond by trim-
ming Medicaid rolls, which currently total about
26 million people. Cuts being contemplated could
strip coverage from one million low-income peo-
ple, creating a tidal wave of uninsured.” Medicare,
which currently covers about 40 million people,
also expects to cut payments to providers.” The net
result may be fewer providers seeing these patients,
which will reduce the availability of care; and
providers demanding the right to balance-bill,
which will further reduce financial access to ser-
vices. Failing that, providers who continue to see
Medicaid and Medicare patients may attempt to
pass on costs in the form of higher charges to non-
government patients, fueling increases in employee
benefit costs.*

The rising tide of the uninsured and under-insured
is only one of many problems in the system pressur-
ing politicians. Healthcare inequity is also growing
rapidly. By 2005, workers who earn $25,000 per year
could be paying twice as many dollars out-of-pock-
et as those earning $60,000: five times the amount as
a proportion of salary.” Providers are oftering plat-
inum practices—for those who can afford to pay for
them.* Rising medical malpractice rates are adding
more fuel to the political fire as they reduce avail-
ability of and access to care, and contribute to rising
healthcare costs.” There is no end in sight for medi-
cal errors,* and the increasing complexity of medical
practice might intensify this problem. Aggressive
efforts to cut costs may be hazardous to health.”
Fraud is rampant in the system.” Perhaps the scariest
problem of all is that there is no solution in sight.

Annual increases in healthcare costs are growing at
historically high levels and show no signs of abating.
Managed care is no longer slowing medical infla-
tion. Surging costs make it difficult to implement
disease management, which is the type of program
that medical directors say is needed to help resolve
problems in the system. Some employers believe that
improving the quality of care will lower costs. It
might improve cost-effectiveness, but, by itself, this
strategy will not contain costs.” Consumer-driven
healthcare plans have not yet been shown to reduce
the rise in healthcare costs. They may result initially
in people delaying treatment, which, in turn, might
result in a temporary cost-containing effect, only to
rebound later as small health problems become
big—and more expensive —healthcare problems, in
much the same way that managed care’s original
controls on patient utilization and provider payment
produced a temporary cost-containing effect.***
Increasing government intervention—the historic
and obvious solution—might create more prob-
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lems than it solves.There are no easy answers to
the myriad problems confronting the healthcare system.

Rising employee health benefit costs threaten to
overwhelm existing employer-based health care
financing mechanisms. Managed care has failed to
provide sustained control of healthcare expenditures,
the reason underlying its rapid rise in popularity in
the mid-1990s. Perhaps this is not surprising. In each
of our annual surveys, only one-third of medical
directors considered containing costs as managed
care’s most important goal. According to MCO exec-
utives, only about one-third of their organizations
are well prepared to meet the challenges they face.®
Many driving forces are beyond MCOs’ control.

The era of managed care is over. In 10 years or so,
the healthcare landscape will be different from what
it is today. Inexorable increases in healthcare costs
will drive this change. They represent an irresistible
force. People’s limitless desire for services, and their
quest for perfect healthcare—with no delays, no
errors, and no hassles—represent a seemingly
immoveable object. The inevitable clash will produce
political friction, tremors,and,ultimately, the reshap-
ing of the healthcare landscape.

Rising healthcare costs will be in our future for
years to come. To address them rationally, we must
find ways to sustain the mechanisms that determine
interventions’ cost-effectiveness. We must then dis-
seminate this information to providers and the pub-
lic in a useful way, in order to ration healthcare
interventions and provide acceptable incentives for
responsible choices. Ultimately, we may have to
learn to live with less of other goods and services to
pay for the healthcare we need or desire, and learn
to tolerate the politics involved in every aspect of
healthcare financing and delivery. What are the
prospects for success? It 1s far too early to tell.
Medical directors will both affect and be affected
by events. As these events unfold, the Medical
Directors Survey will chart their progress. IMCM

Peter G. Goldschmidt, MD, DrPH, DMS is chief exec-
utive officer of MCMC llc, a medical consulting company
based in Bethesda, Md. Kristin Hollingsworth is a senior
associate at MCMC lle.

If you are a medical director and did not participate in the
2002 Medical Directors Survey and would like to fill out
future surveys, please e-mail or fax your name, affiliation,
addpress, telephone and fax numbers, and e-mail address to
Matthew Prins, mprins@namcp.org; fax,804-747-5316.
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