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Managed Care Background

MetLife 1993
UnitedHealthcare 1996
Prudential 1998
Aetna 2000
UnitedHealthcare 2001-2006



HMO Recent History

1970’s
– Health Care Reform- cost containment, coverage for uninsured, 

access for indigent, efficient delivery
– President Nixon, HMO Act of 1973

1980’s
– Real growth started
– Convincing the provider

Increased volume
Steady and more timely payment

– Growth Strategy
Diligent underwriting
Care oversight (denials)



Recent History Cont.

1990’s
– Capitation
– Mergers & Acquisitions
– More prevalent so more aggressive

2000’s
– Continued M&A
– High deductible plans (greater patient 

responsibility)



Terminology

Customers
Small Group
Middle Market
Administrative Services Only (ASO)

Products
HMO
Point of Service (POS)
Preferred Provider Network (PPO)
Individual- required by law (Open enrollment)



Product Cost Spectrum

HMO

POS

PPO

Individual

Carrier Risk

Member Expense



Industry Trends*

Currently 443 HMO plans
– The top 7 account for 54M of the members

Currently 572 PPO active plans

*Source- © 2008 sanofi-aventis U.S. LLC



HMO Growth



Managed Care Saturation

Commercial Medicare (2,3) Medicaid (4,5) Uninsured (6) Total (7)

Total Population 51% 15% 14% 16% 100%

% Managed Care 75% 23% 68% 0% 50%

% Mgd Care of Total Population 38% 3% 9% 0% 50%

Mgd Care Population (Millions) 115  10  29  ‐ 154 

Total Population (Millions) (7) 306 

Medical Loss Ratio (9) 81%



Managed Care Premium



Common Myths

Deny high percentage of claims

Few providers in network

Playing a zero sum game with providers



Managed Care Challenges

Organic growth
– M&A process is over

Hospital systems
– Consolidation

National Healthcare
– Competing with government product

High deductible plans
– Greater premium offset

Perception
– Public relations battle



Combating Managed Care

Size
– How many physicians under one roof

Specialty
– Cardiology, Ob/Gyn, Ortho

Volume
– Critical groups in geographic area
– Large number of patients, popular physicians

Data
– Who provides most of your patient base
– What procedures predominate
– What % of charges do you receive



Conclusion

Q&A



Footnotes
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