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THE DOCTOR
IS NOT IN

On the managed failure of
managed health care

By Ronald J. Glasser, M.D.

e are bom, we live, and then we die,
but these days we do so with less and less help from a medical profession paid
to discount our suffering and ignore our pain. Proofs of the bitter joke im-
plicit in the phrase “managed care” show up in every morning’s newspaper,
in casual conversations with relatives or friends recently recurned from a hos-
pital or from what was once thought of as a doctor’s office instead of an in-
. surance company’s waiting room, and in a country generously supplied with

competent and compassionate doctors, 160.3 million of G oW ourselves
held captive to corporate health-care systems that eam $952 billion a yeac
but can’t afford the luxury of a conscience or a heart. ‘

Childless women in every city in America dread the simplest fertilicy
workups because they know that the evaluation probably will serve as evi-
dence denying them future payments for diseases of the vagina, uterus, or
ovaries; the rest of us have had our co-payments increased, our use of pre-
scription drugs curtailed or replaced by corporate-sanctioned medications,
stays in the hospital reduced or eliminated, “pre-authorizations” required for
necessary and routine tests. The broad removal of health-care benefits takes
place at all points of the country’s medical-industriat complex, and in line
with the tone and temper of the times more than 2,300 Massachusetts physi-
cians in December of last year signed a despairing manifesto in the Jowrnal
of the American Medical Association:

The time we are allowed to spend with the sick shrinks under the pressure to in-
crease throughput, as though we were dealing with industrial cormmodities rather than
afflicted human beings..~ Physicians and nurses are being prodded by threats and
bribes to abdicate alleptance to patients, and to shun the sickest, who may be un-
profitable. Some of us risk being fired or “delisted” for giving, or even discussing, ex-
pensive services, and many are offered bonuses for minimizing care.

Such forced denial of care occurs at a time when new medical and surgi-
cal technologies allow physicians to treat and often cure any number of con-
ditions that only a few years ago barely could be diagnosed; organs now can
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be digitally reconstructed in three dimensions to locate previously inopera-
ble tumors; heart attacks can be stopped with injections of a compound
known as tPA; blind people mdy wake up and see with implanted plastic
lenses; one-and-a-half-pound prémature babies, once given up for lost, rou-
tinely are nursed to health; a new generation of medical research brings us ge-
netically engineered tests and one nearly miraculous drug after the next. At
the same moment, prtmﬂ&ﬂigguﬂmnmmmwg{n'
inated breast cancer must hire lawyers to have their health plans pay for life-
saving bone-marrow transplants and managed-care compzﬁ%sm-

e han a “utilization review”

_showingthem able ta stagger twenty-five feet with the help of a walker.

But although a good many of us suspect that somehow we are being swin-
dled, and those of us who have fallen seriously il know for a fact that the
purveyers of managed care often wish we would go away or die—as quietly

and quickly as possible—we're reluctant to draw the com-
mercial moral of the tale. The system wasn't meant to care
for sick people; it was meant to make and manage money.

he theory of “managed care” first attracted attention in the 1940s
in the coal regions of Kentucky and West Virginia. Labor unions hired doc-
tors, constructed clinics and hospitals, and supplied prepaid medical ser-
vices at a fixed monthly rate to their members and their families. The fixed
rate per patient was unrelated to the patient’s use of the service. By the
1950s, a few large companies had taken a similarly patemalistic stance and
were offering contract health care to their own employees. The arrangement
was not designed to profit anyone other than those who received care, which
was why it worked.

But in the 1970s, the government and large corporate employers began
to seek ways to reduce health-care costs, and the concept of contract med-
icine was injected with the virus of the profic mouve. Cadres of systems man-
agers, some of whom had planned the failed technowar in Vietnam, brought
forth new corporate structures meant to introduce market forces into the
industry and named by the several acronyms (HMO, PPO, POS, etc.) for
preferred or managed medicine.! Not only were a lot of people going to get
well, but some of them were going to get rich. First promoted by what is
known as InterStudy (a health-policy think tank organized in 1972), the
proposition relied on the idea that an HMO could make money if it pro-
vided medical care only to people who enjoyed the prior benefits of perfect
health and a full-time job. Thus the practice known as “cherry picking,”
which virtually removed the burden of insuring people who were seriously
L. You simply cannot be employed full time if you suffer from the effects
of a crippling disability or disease.

The full story of how and why, over the short span of twenty years, the
concept of the HMO came to dominate nearly every phase of American med-
wcine (directing the distribution of every operation, wheelchair, test, and pill)
would embrace all the arts of financial chicanery made popular in the 1980s
with appropriate reference to junk-bond financing, the prosperity of the
drug companies, the general acceptance of the 401-K plan, the demographics
of the baby boom, and probably a list of every fund-raiser attended by Pres-
idents Ronald Reagan and George Bush. Here was but one scheme in an era
of schemes, the HMO as a brilliant means of redistributing income from in-
dividual physicians to corporate executives and shareholders. The short-
term profits were extraordinary: PacifiCare, for example, swelled from a
$168.911 enterprise in 1986 to a $10 billion behemoth by 1997.

For corporations and small businesses burdened with rising medical co~t-

I' Alain Enthoven, who served as a systems analyst under Defense Secretary Robert Mc.
Namara during the Viemam War, devised the theory of managed competition and sull
serves as its principal apologist, both in his capacity as charrman of California’s Managed
Health Care Improvement Task Force and as a professor of health-care economucs at Stan
ford Universiy



the HMO appeared as a gift from heaven. As recently as 1980 company healgh
plans enrolled only a small percentage of the eligible employees; last year the
plans enrolled 85 percent, up from 48 percent in 1993. The percentage of
doctors practicing outside the HMO:s meanwhile has dwindled to the pres.
ent 19.9 percent.?

But the spectacular success of managed care proved 1o be the cause of its
equally spectacular failures. Cherry picking is another name for a Ponai
scheme, and sooner or later it falls apart. Even a company blessed with
tens of thousands of healthy subscribers eventually finds itself obliged to pay
for the occasional premature birth at $1,500 a day, or the occasional em-
ployee who develops a brain tumor or whose wife is diagnosed with ovari-
an cancer. There are car accidents and near drownings. There are the late
complications of diabetes, the forty-year-old struck down with a heart at-
tack, the previously undiagnosed melanoma, the complications of hyper-
tension. The odd executive may need a hip replacement because of an old
football injury, or a chief financial officer a heart transplant after what
should have been a routine viral illness. If the HMO acquires 400,000 or
half a million new members (as it must
if its stock price is to keep rising), the
costs mount at an exponential rate.
Now there may be as many as 20,000
claims a month—a metastasis of pa-
perwork, a hemorrhage of cash. The
co-payments coming in from new en-
rollees can no longer keep up with the
money going out. New restrictions
must be implemented, new adminis-
trators hired to guarantee compliance,
more controls, more advertisements
o attract new members. The whole
operation begins to unravel 3

When a company finds itself hard-
pressed for profit, then behind the
closed doors of the executive suite what
has been left unsaid becomes the loud
and forthright voice of reason: Yes, we
are a company that cares about the well-
being of the American people, but the free
market is the free market, and so . . .
And so, among the middle managers
and accountants of the nation's health
plans the talk these days turns to ways
of lowering what Wall Street calls an
HMO’s “medical-loss ratio”—i.e., that
percentage of yearly revenues allotted to patient care. The term, in and of
iwself, repudiates every principle that undergirds the profession of medicine

i i i which pledges a physician's hrst

ibili e of his or her patient. But banks don’t accept pay-

? The wealthier American ip codes continue to support a troupe of expensive physicians
whose skills (at unclogging beefeater hearts or smoothing the wninkles in a woman's neck)
are so renouned, or ﬁ:ose clients are so prosperous, that they do not accept any form of
insurance. Such practices are, in effect, boutiques, and the practitioner is able 10 lavish time
and atention on his patients, who may in tm congratulate themselves on the quality of the
care they have received

$ Last fall, Oxford Health Plans, Inc., a "model” HMO that aggressively marketed its friend-
liness toward consumers, reported losses of $125 million, cing higher medical costs than
expected. Not surprisingly, the stock price of Oxford lost 80 percen: of its value over the
span of four months Shortly thereafier, investors accused Oxford executives of withhold-
g mformation about the company's balance sheet while they sold large blocks of shares
The Secunties and Exchange Commussion and the New York Auttomey General's Office
are mvesugating the complaint
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Even AN HMO BLESSED wiTH
THOUSANDS OF HEALTHY
SUBSCRIBERS EVENTUALLY MUST
PAY FOR THE BRAIN TUMOR OR
THE HEART ATTACK
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o M ANAGED.CARE COMPANIES ment i oathy, s was made plhon by an analyst from Nutmeg Secunines, Ira
= _ Zuckerman. whee reminded hus prospecove investors last November that
HAVE MANAGED TO ELIMINATE the attractivencss < managed-care companies as investments changes when
- . . _ health plans <een o members who wil actually have o see a doctor. The
OM THE PURLICPOLICY DERATE ruly ol (lhuml\ I\.-I\LI that a managed-cabe business 1s in trouble i more than
AlLL WORDS THAT DESCRIBE O3percent of vs cnnollees subnmat a .\Ié{\lfl(&ll“ claim in any one-vear pert-
ol Little wonder then that rehabilitation 167 STFOKE VICUms of occupation-
SUFFERING AND DISEASE aldherapy forspanal-co ynpeer make the list of benchis Man.
aeed-care companies actually seek (o hide their competencies: no HMOD
' adverise s successes with cysug brosis or multiple sclerosis, ar,
wrghreskitho—ubspecialists who treat AIDS. Were a company i hecome
known for treating complicated or expensive diseases, it would run the re-
Al nisk of attracting the atenton al the very sick. The blurring of priarities
hecomes embarrasangly obvious in the newspaper ads that promote the
virtues of the countey's prepaid health plans. As, for instance, last Decem-
ber in the Minncapolis Star Tribune

We oftet an cstensive and unique program of reporting quality, accessiblity and
satisfaction Jdats 1o consumers at the chmic and physician level—through the in-
ternet and uther mechanisms.

We developed a doctor-led vwganiza-
tion. called the Institute for Chinical Sys-
tems Integration, that develops nanonally
recognized medical best practices using the
best medical minds in our community.

We have received numerous national
awards for our community health im-
provement initiatives.

We created the natnon’s hrst compre-
hensive program to encourage reading and
brain stimulation for infants and voung

children.

In less than five years, managed care
has managed to eliminate from the
public-policy debate any and all words
that describe suffering and disease, and
together with the good news about
“reporting quality,” and “sausfaction
data.” the industry defends itself
agamnst past, present, and future criti-
cism by explaining the symptoms that
afflict the country's health-care sys-
tem with at least five warm and wel-
come fairy tales that the public ap-
parently still chooses to believe:

™~ ALL ICXCTOR~ AKE RICH AND oaNiroTiN T The stereotyped image of the
aloof and wealthy physician dnving 4 Mercedes or wandening over a polf course
allows the proponents of managed care touply, usually with a good deal of
success. that any doctor who speaks il of corporatized medicine 15, by defi-
nition, 4 greedh and callous fellow wha thinks only about his fees.
Asapercentave of all medical costs. the money allotted to physicians’ ser-
vices has rentined constant over the Tast thirey years. Between 1993 and 1995,
what the Amcricm Medical Assocmtnon calls median physician net income
(after expenses, belore taxes)” dechined. in real terms, by 1.4 percent. Sur-
geons and radiologists, among them the most highly paid pracutioners in any
of the medieal professions, camed. on average in 1995, roughly $250.000.
The sums dwindle into prances when compared with the earnings of the
executives of pulblichv traded managed-care companies, which. on average
m A appr s hed the handsome wum o $10 million. What inflates the price

O HARTER < AU VZINE MR B s



. ol medicine in the United States is the cost of corporate vice presidents, not
the cost of doctors. - .

Which possibly explains why the number of practicing physicians in the -

United States has increased by no more than 20 percent in the last six
years, while since 1983 the number of health-care managers has increased
by 683 percent. The comparative percentages speak to the loss of authority
on the part of doctors who no longer have much to say about the schedules
they keep, the fees they charge, the treatments and protocols they prescribe.
As often as not, they possess as little power of decision as the custodians of
a hospital’s linen supply.

THE OPERATION IS UNNECESSARY: The rich doctor requires the unnecessary
operation (as well as the superfluous test, the costly prescription, the frivo-
lous C-section or coronary bypass) not for any sound medical reason but in
order to become even more rich. Thus the nation's hospitals and operating
rooms supposedly overflow with patients who have no cause for serious com.
plaint, healthy, happy people, who, were it not for the avarice of their physi-
cians, would be baking pies or running relay races.

Once again, actual practice contradicts the heartwarming cant. The
numbers of C-sections performed in the country have more to do with the
availability of fetal-monitoring equipment and the fear of malpractice suits
than with the will to profit on the part of the artending obstetrician. Re-
cent reviews of coronary-bypass operations have shown that the number of
tnappropriate procedures varies from 0 percent to 2.4 percent, while the num-
ber deemed “equivocal” never has exceeded 7 percent. The number of in-
appropriate coronary angiographies in a 1994 study conducted in New York
State was 5 percent. In 1992, a Medicare pre-authorization program was dis-
continued when, following a review of Medicare requests for coronary-by-
pass procedures in the state of Texas, a negligible number were found to be
nappropriate.

Health-care executives like to say that doctors get away with performing
needless operations because their monopoly of the standard surgical reper-
toire excuses them from having to explain or justify their actions. The ca-
nard ignores the fierce but societally beneficial struggle between different
medical specialties, a struggle that constantly forces the argument about what
1s necessary and what is not. Intemnists develop drugs to reduce the need for
the cardiovascular surgeons’ bypass procedure; neonatalists use chemicals
to get premature infants off respirators quicker and keep them out of the
hands of pulmonologists; infectious-disease specialists develop oral regi-
mens and home antibiotic therapies as alternatives to orthopedic surgery or
in-hospital IV medications.

T ECHANICAL DEVICE: The systems planners at the Penta-
g‘mr?cm\Mnufactming problem—victory a prod-
uct. death a means of production, soldiers listed in the inventories like
truck tires or boxes of ammunition. A similar habit of mind inclines our
health-care managers to classify doctors as interchangeable pieces of hos-
pital equipment. As with light bulbs and bottles of saline solution, so also
with heart specialists and neurosurgeons. Every doctor serves as well as
every other doctor. The proposition is patently Talse, but it allows the
HMOs to limit their patients' choice of physician. Like nineteenth-centu-
ry coal miners obliged to buy their necessities from a company store, sub-
scribers to late-twentieth-century health plans must go to the doctors
named on a company list. A number of HMOs improve the policy with a
further refinement of cost-saving simplification. Not content with the as-
st bsolute equality to doctors in all degrees of specialty, they su-

est that the only physician whom any patient ever needs To se€ s the pri-
mary-care physician—i.e., the dociof who kn t
of that, who is so well rounded that he points in no direction at all, a com-

phiant soul content to follow a memo or a guideline because he isn't sure when

(OUR HEALTH-CARE MANAGERS
CLASSIFY DOCTORS AS PIECES
OF INTERCHANGEABLE MEDICA(
EQUIPMENT—AS WITH LIGHT
BULBS, ONE JUST LIKE THE OTHER
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‘ THE HEALTH-CARE INDUSTRY
WANTS US TO BELIEVE THAT
RIDING A BICYCLE AND TAKING
GARLIC PREVENT THE COSTLY
BOTHER OF DEATH

40  HARPER'S MAGAZINE / MARCH 1998

an MRI is really appropriate or whether, in the attempt to rule out Lyme
disease, it is best to do the gxpensive Western Blot test or the cheaper
ELISA essay. .

THE PATIENT LOVES GOING TO THE HOSPITAL: As corollary to the story of the
tich doctor, the health-care companies tell the story of the patient as spend-
thrift fool, who, if left to his or her own devices, will bankrupt the country
with an “infinite demand” for heart transplants, kidney dialysis, and lipo-
suction. But as with the health-care industry’s other probings of imaginary
symptoms, the diagnosis has been proven false. Most people check into hos-
pitals only when they have no choice in the matter, and the nonexistent phe-
nomenon of infinite demand doesn't lead to the unproven result of infinite
cost. New medical treatments and surgical procedures, no matter how ex-
pensive when first introduced, retain their original costly forms for aston-
ishingly short periods. Less expensive and less complicated therapies in-
variably replace the early experiments.

The evolving art of kidney dialysis offers the textbook case in point. Long
before the advent of managed care, kidney specialists looking for an alter-
native to hemodialysis—with its inconvenience, risks of infection, clotting,
and blood loss, as well as its complicated machinery—pursued the develop-
ment of the less demanding peritoneal dialysis. So also with balloon angio-
plasty, which today has become the preferred alternative to the expensive
coronary bypass. So also with every other specialty that anybody but an in-
surance agent cares to name.

An axiom of economics holds that nothing can be rationed that is itself
not scarce, and, absent evidence of infinite demand and infinite cost, you can't
ration health care when there are more than enough doctors, hospitals, and
high-tech equipment distributed through the country to do everything and
anything that needs to be done. American health care is an unsaturated de-
mand market, and in such markets “rationing” is simply a code word for not
spending the money to take care of the poor, the uninsured, the underinsured,
and the high-risk patient.

SICKNESS IS THE PATIENT'S FAULT, AND DEATH IS A PREVENTABLE DISEASE:
Because we live in a society that equates youth and wellness with intelligence
and superior moral character, the health-care industry can pretend that it re-
ally isn't supposed to do anything at ail. If the patient hadn't been so care-
less—if he or she had given up smoking and drinking, read the complete works
of Andrew Weil, cut down on the day's fat intake, checked the blood pres-
sure, ridden the stationary bicycle, ingested the correct amounts of garlic and
zinc, gotten in touch with the inner child—then the patient wouldn't be mak-
ing so many awful noises, wouldn't be conspiring to harm the “medical-loss
ratio,” wouldn't be bothering doctors (busy and important people, albeit
overpaid) with the miserable proofs of their weakness and stupidity.

No health plan advertises the fact that a good many patients admitted to
the hospital with a diagnosis of a myocardial infarct have few or none of the
so-called risk factors for a heart attack: they are not smokers; they are not
overweight; they are not hypertensive; they exercised; they have normal cho-
lesterol. No plan sends out notices or memos that one in twenty-five births
will have a congenital defect, or that a third of patients with diabetes run
the risk of going blind.

In truth, it 1s a dangerous world out there. Slip through the ice, get hit on
the freeway, wake up with blood in your urine, have trouble breathing,
stumble about after a splitting headache, lose the ability to feel, have trou-
ble remembering things, experience ringing in your ears, find mucus in
your stools, start gasping at night, and garlic pills will be of little help. But
wellness is the panacea of the 1990s, and the health plans promote the
wonders of aerobic exercise and fat-free diets in order to obscure the real pur-
pose of medicine, which is the treatment of illness and the relief of suffer-
ing. To the extent that the plans can shift the burden of health care



to the private sectors of peesonal hygiene and morahity, they excuse

themselves trom the tedious and increasingly expensive

Y chores of providing o public service o addressing the com-
mon good

ot the last twenty years the theory and practice of imanaged care has en-
joved the protection of the political and Anancial interests—insurance com-
panies, the pharmaceutical industry. large business corporations, supphiers of
hosprtat equipment, members of Congress—eager to keep the Ponzi scheme
proftably in place. Assured ot the approval of the best people that money can
buy. the HMOs have gone calmly about the business of eliminating onc
treatment after another and adding one doctor after the next to their rosters.
For the time being they probably can count on their formularies of false di-
agnosss to preserve the llusions of compassion and competence. But every
month another 315,000 Amenicans
reach the age of ffty, a figure that will
nise over the next fifteen years Of the
money spent on medical care during
the course of an average American’s
lifetime, the bulk of it is spent during
the last two or three years of that life.
and by the year 2010, people over the
age of sixty-five will constitute the
most rapidly muluplying sector of the
population They will want. expect.
and need medical care, but who wili
pay the bill’ The govemnment has been
steadily depleting the funds intended
to meet the tuture costs of Social Se-
curiey and Medicare, and the working
children ot what promises 1o be the
most long-hived generation in the
country’s history can't be counted on
to come up wath either the money or
the wall o support a pyramid scheme
Because Americans as they grow
older tend 1o become more pohucal.
the demographics also imply the like-
fthood of active protests on the part of
large numbers of people (surprisingly
vigorous, remarkably well informed) bent on redressing what they will come
to percerve, not without reason, as a balance of wrongs. The reaction already
has begun A few months agc the Massachusetts physicians published their
manifestoand the Amenc i College of Rheamacology recently recom-
mended that chronie arthnine patients should be seen at least once by a
theamatologist both for contirmation of the diagnosts and the development
of an adequate treatment plan. The American College of Cardiology has com-
piled 1ts own guidelines for heart disease and posted them on the Internet
i the hope that Americans inight learn from a computer what they never
will learn from a doctor sworn 1o silence by an HMO
AlLthe symptoms of protest confirm the same diagnosis—a health-care in-
Jusury sickened with the virus of “medical-Toss tato” and unlikely 1o recover
uu\;fmﬁ addiction to the proht motive. A physician s not by na-
+reacommaduies broker, a clinic 1s not a meat-packing plant, and unless
+he health-caceandustey s caung for money instead of people, tts chron-
¢ pathology almost certainly will be referred to the consulting rooms of
gorernment Not that the politicians will want to take the case, but Tt
enough people make strong enough complamt. and the therapeutics com
mittees an the country's legisbatures might be torced to wnite « new and not
soancan-spanted set of gudelines =

BECAUSE THE BABY BOOMERS
ARE HITTING FHFTY NOW. AND

AMERICANS BECOME MORE
POLITICAL AS THEY AGE, DOES
TROUBLE AWAIT MANAGED CARE?
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