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part by third party payers and/or governmental open-ended

programs (medicaid/medicare) that operated on a fee-for-service
basis. Without such limits, the medical care industry in the pre-
vious twenty years expanded in an unbridled fashion causing major
financial problems for governmental and ircdustrial-financed

health care programs.

CHANGING THE SYSTEM:

Reorganization

In response to the crisis of soaring medical care costs,
several political, social and economic movements for reform in
the medical industry convercec to address some of the basic
underlying problems. Such key governmental legislation as the
1973 HMO Act, PL 93-222 and the 1976 amendrents, and the 1974
Health Planning Act, PL 93-641; the changing trends in medical
practice with the resurgence of the general practitioner and
the holistic approach to medicine (DHEW, 1979; Ackerknecht,
1968; and Engel, 1977), and the massive movement by industry and
business to reduce health care costs by supporting well organized
cost-effective systems of medical care--all can be seen in
retrospect as pivotal developments toward reform in the medical
industry (Malcolm and Ellwood, 1979, and Shelton, 1979)

Most far reaching potentially was the Government's attempt
to reorganize the medical planning process and contain costs with
the 1974 Health Planning Act.

The Health Planning Act set as its primary goal the
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promotion of equal access to quality health care at reasonable
cost. Public Law 93-641 brought about consolidation of three
existing national planning programs into a single new system
charged with improving the distribution of health resources and
controlling costs. The Government thus initiated steps toward
establishment of regional priorities in the health care field,
elimination of excess and underutilized hospital beds, prevention
of unnecessary development, advisement to state planninc and
development agencies and provision for insuring consumer partici-
pation in developing a national health care delivery system.

The law unfortunately, according to most health analysts and
economists, has not had the desired impact despite threats

of cut offs of federal funds and governmental reimbursements.

The guidelines for developing such a massive monitoring system
are exceedingly complex and difficult to enforce with threats
(Stieverts, 1979).

Victor Fuchs (1974) summarized the country's dilemma over
health care by posing the issue again basically as an economic
problem: how to allocate and maximize scarce resources so as to
satisfy human needs. The Greater St. Louis Regional Health Systems
Plan 1978-1982 (Greater St. Louis HSA, 1978) likewise has outlined
the issue as needing to establish priorities for community health
needs and health outcomes among the many competing demands for
services. The HSA plan states that determination of such needs is
aided Ly data about the well-being health status of a population,
utilization of health services and assessment of community values.

The overall Health Planning Act PL 93-641 lists national priorities



Primary care for medically underserved

Consolidation of institutional health services

Development of medical group practices

Utilization of physician extenders

Sharing of support services

Increased PSRO

Development of continuum of services

Development of prevention services

Uniform cost accounting, simplified reimbursement procedures

Preventive education

Despite the lack of tangible results and solutions in
redirecting the massive and powerful medical industry, the 1974
Planning Act and its priorities does begin to address the under-
lying problems in the organization of our health care delivery
system.

From a review of the important medical care legislation and an
assessment of the existing state of affairs, in the author's
opinion, the two essential priorities are:

1. Effective and efficient utilization of present medical

resources through reorganization of delivery of services.

2. Development and integration of preventive practices within

primary medical care.

There are many approaches to understanding and appreciating
the impact these priorities have on the medical field. The fol-

lowing discussion suggests some salient points to consider and

leads back to the question of where and how mental health serv-

ices fit into the overall picture.

STRUCTURAIL CHANGES: e

One way to analyze how efficient the present resources are
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peing utilized is to look at the orcanization and structure of
the health care delivery systems and compare the traditional fee-
for-service arrangement versus the pre-paid health plan system.
In the pre-paid health plan, the basic incentive is to keep
patients healthy to provide care only when the patient is in
need or to prevent him from becoming ill. In the fee-for-
service concept, a physician generally gets paid when the patient
is sick and gets paid more for providing the most elaborate,
expensive care. Also in the individual practice, fee-for-service
system, third party payees have added to the costs of medical
care and inefficient use of resources by authorizing payment for
procedures that easily could be perfcrmed outside the hospital
only when the client is hospitalized. This faulty planning,
initially designed to prevent payment for minor office procedures,
produces a system whereby patients are hospitalized for minor
procedures at several times the cost of receiving care in the
physician's office. Prepaid health cgroups take steps to eliminate
such inappropriate and costly use of medical and hospital
resources. Providing needed health services to patients outside
the hospital is one key to lowered overall health care costs.
Prepaid health plans for the first time bring cost-benefit
analysis and competition into the provision of medical care.

Mechanic in his text Politics, Medicine and Social Science (1974)

states concisely that most of the cost of medical care is a pro-
duct cf ctoices and decisions physicians make when seeing a

patient. With the growing demand on the limited medical
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resources and the escalating costs to both the government and

the individual, such decision making needs to be based on more than
financial incentive to the physicians and/or the ability of

the patient to pay. To this end the HMO Act of 1973 committed

the Federal Government to supporting the development of HMO's

as an alternative to the traditional fee-for-service organization
or medicine. As conceived in the original legislation, HMO's

were seen as addressing the high cost of medical care by institu-
ting the prepaid group practice of comprehensive medicine with

the coordination and pooling together of resources.

The HMO concept alsc focuses on the second over-riding
health priority: the development and integration of preventive
medicine (regular checkups, immunizations, well baby care,
family planning and mental health services) and not just acute
medical care.

Concurring with Mechanic, the Surgeon General's Report
(DHEW, 1979) strongly states that health professionals have an
opportunity,in fact an obligation, to provide information and
education to patients to promote better health and prevent
disease. Within prepaid health setting it is this blending
of an educational, preventive approach with the more traditional
mental health services which deal with the adverse psychological
aspects affecting the individual that I suggest would be more
effective in maintaining health and preventing illness.

Falkson in his book,HMO's and the Politics of Health

System Reform (1979), documents that HMO's and prepaid health
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plans have made considerable progress against nearly overwhelm-
ing odds. There are currently almost eight million persons en-
rolled in HMO services alone. Reports from the Health Systems
pemographic Center (Loebs, 1979) show increasing market pene-
tration into the medical industry. Twenty-five percent of the
market in cities such as Los Angeles and San Francisco are now

HMO participants (Loebs, 1979). Reports from medical administrators
and planners (Goodman, 1979) indicate that in Sacramento, HMO's

now have 60% of the open market, with Medicare and Medicaid taking
another 20% of the population, leaving only 20% for the traditional
fee-for-service practitioners.

HMO's and prepaid group practices provide an advantageous
setting for provision of preventive health education and social-
psychological services. In such a group practice setting, with
other professionals at hand, it becomes easier and more economical
to utilize interdisciplinary services and facilitates the use of
immediate consultation with other specialists on a patient's needs
and problems (Reed et al., 1972).

Physician extendors also are frequently utilized within the
HMO or group practice to insure maximum effectiveness of physician
time. The recent Robin and Spector (McNulty, 1978) study of
Physician extendors found a physician extendor could substitute
for almost fifty percent of primary care visits currently handled
by physicians.

Fuchs (1974) in his well know text on medical care in this

Country states there is an extreme need to eliminate the

Physician dominance and restrictiveness over the use of non-
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physician health manpcwer. Fuchs sees a ccocntinuum of health
needs and, therefore, a need for a continuum of health personnel.
The use of nurse practitioners and physician assistants is an
important mechanism for effective utilization of health resources
(Fxry, 1978).

In essence, the basic tenets of the HMO Act of 1973 and
its 1976 amendments complement the 1974 Health Planning Act's
goals of providing comprehensive and efficient quality health care

with the greatest cost effectiveness to a defined population.

PHILOSOPEIC CHANGES IN ORIENTATION

The above discussion highlights aspects of the reorgari-
zation of the medical care system with an emphasis on changes in
the basic structure of the delivery system from fee-for-service
to prepaid health plans. However, the philosophical change in
medical care orientation from a focus solely on "disease" to
a focus more on "health" will, it appears, cause the most radical
change in the medical care delivery system (Ackerknecht, 1968;
DHEW, 1979; and Fry, 1978).

Although the medical profession has had its roots in the
Practice and understanding of principles of general medicine and
health care, it is only in the past two decades that leaders
in the field have begun to question the practice of excessive
Overspecialization and fragmented, disjointed patient care
(Ackerknecht, 1968). The resurgence of general medicine and

family practice is a landmark point in the change of medical
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practice (Fry, 1978; Stone, et el., 1979; and Adler et al.,
1979).

In recognition of this change of orientation in the medical
field, the 27th World Health Assembly in 1974 endorsed a holistic
and ecological approach to medical research, practice, and train-
ing. The Assembly urged the profession to specifically look at
the role of psycho-somatic factors in health and disease and
their crucial role in prevention and management of illness
(Lipowski, 1977).

As Engel (1977) points out,despite the significant advances
in medical technology, illness and health care needs cannot be
fully met by just focusing on changes in biological function
and structure (the biomedical model of disease). Rather Engel
propcses a biopsychosocial model that takes into account the
biological, psychological, and social factors influencing illness.
In short, one cannot look just at disease but must look at the
"person in situation".

In support of this thesis, Mechanic (1976) stresses the way
a person conceptualizes or defines his medical symptoms has an
effect on the extent of experience of pain, distress, and sub-
sequent disability. The area of psychoscmatic medicine gives us
much documented evidence that psychological aspects and social
factors are important in the onset, course and outcone of
physical diseases.

Pauline Bart (Mechanic, 1974) in an interesting study has

demonstrated that the "vocabulary of discomfort" affects the way
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in which patients present themselves to medical attention.

Bart studied two groups of women entering the psychiatry de-
partment and the neurology department of the same hospital.

she compared the women who entered the neurology service who
were discharged with a psychiatric diagnosis with the women
entering the psychiatric service. She found the first group

of women presenting medical complaints were less educated,

more rural, of lower social-economic status and less Jewish than
the group presenting their problems directly to the psychiatric
service. She noted that 52% of the psychiatric patients who
first went to neurology had had hysterectomies, whereas only
21% who first went to the psychiatric services had had hyster-
ectomies. There are many variables to account for such findings
but overall, Bart's findings suggest that often patients may be
expressing psychologic distress through physical attributions and
thereby expose themselves to unnecessary medical procedures.

This philosophical change in the medical profession's
orientation toward a more holistic approach to health care and
the growing appreciation of the large body of knowledge regarding
psychosomatic aspects of illness underscores the role of the
psychological and psychosocial factors in illness that can no
longer be overlooked in the traditional normal medical care of
Patients (Myers, 1971; Rahre, 1964 and 1968; and Strain, 1978).

It is postulated that much of outpatient presenting symptoms
relate to psycho-social problems. Mechanic (1974) stresses that

every major illness and/or hospitalization has important psycho-
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social antecedents and implications that medical care often
overlooks. Factors such as a change in a patient's sense of self
esteem, his family role status change, his inter-personal relation-
ships, his employment and/or functional capacity are all factors
which affect the outcome of the medical problem.

Lipowski (1977) states that one of the central roles of
medical care is to identify those psycho-social variables which
increase susceptability to illness as well as those which enhance
resistance to and adaptive coping to prevent illnesses. Mechanic
(1974 and 1976) sees the presenting symptoms of diffuse and genera-
lized distress, the wide variety of somatic-psychophysiological
indicators and their disruptions in normal life patterns of sleep,
energy and appetite all as problems that physicians find troublesome
to treat adequately. Often in an attempt not to miss anything,
the physician orders unnecessary diagnostic tests (Reed, 1972
and Mechanic, 1974). Physicians generally are not accustomed to
talking with patients at length. Certainly taking time to talk,
educate, and give reassurance is not considered the most expedi-
tious use of medical time. Mechanic (1974) and Engel (1977),
however, and in general the practitioners of psychosomatic medicine,
opt for retraining for physicians so that they are able to
respond to the underlying social and psychological factors that
contribute to disease. The treatment of choice, therefore,

becomes listening and providing support and guidance to the

patient (Mechanic, 1974).
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warden and Tuller (1979) point out a growing awareness that
in addition to health care, there are many factors influencing
a person's health status. Factors such as life style, environ-
ment, housing, education and nutriticn become crucial. Health
status is also dramatically affected by an individual's own
personal choices and decisions most often seen in the areas of
overeating, overdrinking, and overworking. (DHEW, 1979). 1In
the recent Surgeon General's report on health promotion and
disease prevention, it was stated that substantial improvements
in general health could be made merely through prevention of
illness and accidents and changes in life styles rather than
just through an increase in medical care and health expenditures.

Supporting the change in orientation from "disease" to
"person in situation"”, Harold Wolff and other psychosomatic
researchers provide an overwhelming number of scientific studies
regarding the relation of stress to disease. Myers, et al.
(1972) specifically presents the positive relationship between
the occurance of stress and life crisis events and the onset
of physical illness and/or the presence of psychiatric symptoma-
tology demonstrated in seventeen studies during the last two
decades,

Likewise, Rahe (1964) from his numerous studies concludes
that many, if not all, diseases have their onset within the
context of increasing stress. 1In a study of 3,000 subjects,
Rahe (1968) examined episodes of physical illness that were

associated with life changes. He states clearly life changes
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often place demands upon individuals which in turn influence
their body's resistance to disease; and the life changes then
pecome the antecedents of illness. He, as well as many other
stress researchers, document clearly the psychophysiologic
significance of life changes.

Expanding this point of view, Wolff (1968) discusses the
effect and the role of emotions -- guilt, hostility, frustration,
and anger which play significantly in the expression of physical
symptoms such as obesity, acne, and herpes. It is Wolff's
conclusion that an individual's attitude and emotions, in part,
critically affect predisposition to illness. His psycho-
somatically oriented thesis is that an individual's psychological
set seems related to his pattern of organ dysfunction. Within
the field of psychosomatic medicine, personality styles, char-
acter traits have long been associated with specific psycho-
somatic illnesses (Wolff, 1968; Strain, 1978; and Engel, 1977).

It has become clear that emotions do have obvious physio-
logical concomitants such as hormonal, cardio-vacular, respira-
tory, glandular and musculoskeletal changes. For example,
Lipowski (1977) illustrates this principle by documenting how
coronary prone persons are often those showing traits of competi-
tiveness, aggressiveness, restlessness, a tendency to speed
up all activities, impatience, a sense of being under time
Pressure, marked dedication to work, and ceaseless striving for
achievement.

The fact that psychology and the understanding of the mind-
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body linkages is still primitive raises many questions regarding
these theories. James Strain (1978) tries to answer the questions
of how experiences are translated into bodily processes by

trying to associate socio-cultural conditions to illness
frequencies. He questions, for example, whether there might be

a relationship between oppression, discrimination and rejection
associated with American klacks who have a much higher incidence
of hypertension than American whites or African blacks.

Strain (1978) and Wolff (1968) both contend that disease
is a failure of adaptation. Wolff hypothesized that disease is
a consequence of perceiving life situations as threatening to
life or emotional security. Therefore, illness may be seen as
a protective, albeit not constructive, physiologic response.

In summary, "there has been an increasing awareness of the
significance of psychological factors in the etiology, course, and
treatment of disease and in the maintenance of health" (Stone
et al., 1979). This is, I submit, the most important point to
justify proposed changes in the delivery of norral health
services to incorporate preventive mental health services.

INTEGRATION OF MENTAL HEALTH CARE INTO THE MEDICAL CARE DELIVERY
SYSTEDMNM:;

The above discussion of new ideas regarding the format for
delivery of health care and the changing ideas about the nature
of illness leads to the conclusion that mental health services
of a preventive educational nature play a significant role in

Comprehensive and preventive health care. As described and
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jllustrated above, patients with major medical illnesses often
have debilitating dysfunctional psychological reactions assoc-
jated with their illnesses that interfere with recovery or
post-illness adaptation. Studies have shown that patients with
significant life crises or simply overwhelming life chances are
frequently hich utilizers of medical services (Rosen & Weins,
12792; Folette and Cummings, 1967; and Goldberg et al., 1970).

It is acceptecd thet often pecple experiencing discomfort seek
medical advice -- whether the problem be physiczl or psychological.
Often, as described above, individuals express psychological or
stress reactions with a physiological vocabulary. The stigma

of "emotional illness" still predominates in our society while
medical problems are much more socially acceptable. Thus, one
might conclude many patients over-use medical services to satisfy
their psychological needs and distress. Consequently, it is
proprosed a service be developed to meet those needs, rather than
use costly medical resources.

A study by Rosen and Wiens (1979) found a reduction in
medical problems and the physical symptoms associated with stress
and the subsequent use of general medical services with a referral
for medical-psychological mental health services. They reviewed
two previous studies (Follette and Cummings, 1967 and Goldberg
et al., 1970) of prepaid health plans in which the provision of
Psychological services was parallel with a marked reduction in
utilization of both inpatient and outpatient medical services

fOllowing minimal (one visit, maximum four hours) psychological
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intervention. The reduction of utilization of medical services
following minimal psychological/mental health service held constant
in the Follette and Cummings study for a five year followup

period and the Goldberg et al. study showed a 30% reduction in
medical service over a l1l2-month followup period. The findings
presented by Rosen and Wiens, although not statistically

evaluated, show a remarkable consistency in three different

health care settings. (See Table 1)

Rosen and Weins' exhaustive study is informative for our
purpose in that it compared four groups of patients in one
prepaid group setting. Group I were patients of the health
plan who received psychological evaluation and treatment;

Group II were patients who received psycholocical evaluation only;
Group III were patients referred for psychological services but
who failed to show for evaluation and; Group IV were patients
randomly selected and matched who had no referral or contact with
the psychological/mental health services.

Evaluation and assessment for these patients was made of
medical service utilization pre-and-post psychological/mental health
intervention. Findings showed significant reductions in the
use of medical outpatient visits, pharmaceutical prescriptions,
and diagnostic services for groups receiving psychological care as
compared with those groups not receiving psychological services.
The group showing the most decline in medical service utilization
was Group I; the group of patients who received a mental health

€valuation only. The group receiving psychological evaluation




TABLE I

parison of Three Studies: Use of Medical Services Before and After
r Psychological Services

Folette & Goldberg,
Cummings Krantz, & Rosen & Wiens
ple Characteristic (1967) Locke (1970) (1979)

Total Study Sample

3042 256 4682
38.1 37.0b 20.0
52 60 43
48 40 57

Patients Seen For Psychological Services

al N 152
s hospitalized (M) 256 308

efore referral 2.21 NA 1.58
fter referral 1.05 1.02
decrease 52 35
ical outpatient visits (M)

fore referral NA 4.94 4.96
ter referral 3.42 2.94
decrease 31 41
ical outpatient visits and

agnostic services

ab and X-ray; M)

fore referral 13.5 8.05 1l
ter referral 10.6 5.60 4.64
decrease 21 30 40

NA = not available
ncludes control group. b Estimated.

from American Psychologist, 1979, 34:420-431
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and treatment (mean number of visits 7.25) tended to supplant
their medical visits with psychological service visits. However,
since psychological services may be provided by cther than a
physician, there still may have been some overall saving in cost
of service provided and the most effective use of physician time.
There was, however, almost a 50% decrease in use of inpatient
hospitalization by this group of patients receiving mental health
services. This reduction in inpatient costs may in and of itself
compensate for the mean cost of seven outpatient visits.

In assessing the significant reduction in medical service
utilization within the "evaluation only" group, Rosen and Weins
stress that a four hour complete psychological evaluation provided
a comprehensive analysis of the individual's functioning and
contained specific recommendations of treatment approach for
the medically oriented services. Such recommendations were
seen as providing patients with understanding and helped them
cope with their distress - be it physiologic or psychologic.

Also, according to Rosen and Weins theory, definitive psychological
assessment may have reduced the medical services need to search
for answers using further expensive medical diagnostic assessments
Oor frequent medical re-evaluations to determine if there was any
basis to non-understandable presenting complaints.

The three studies reviewed above point to a conclusion of
€conomic value in the provision of mental health services within
@ closed health care delivery system. The results obtained suggest

the most efficient utilization of physician time as well as
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increased benefit to the patient. In extrapolating from these
observations, using a biopsychosocial orientation, the next step
would be to use the findings in a prospective preventive approach.

Follette and Cummings in reviewing medical charts of their
study subjects found a number of "psychological distress signals"
which were associated with high rates of utilization of medical
services. Such 'distress signals' included: the recording of
incidents of loss and bereavement, unfounded fears of homo-
sexuals or of homosexuality, suicide gestures, unsubstantiated
complaints regarding the need for surgery, psychosomatic symptoms,
hyperventilation, tics, chronic gastrointestinal distress,
frequent migraine headaches, chronic tiredness, chronic tension,
frequent use of the emergency room, and two or more accidents per
year. All of these indicators served as red flags in alerting
providers to the possible need for psychological intervention to
reduce medical service over utilization.

Further cost-benefit analysis certainly needs to be done to
substantiate the role and value of mental health assessment and
psycholocical intervention to reduce utilizeticn of medical
services and to assess appreciable increases in patient well-
being and health status.

These preliminary findings point to the beneficial oppor-
tunity for the prepaid group practice of health care to be able
to relate to the total needs of the individual and to be in a
Position to make both preventive and cost-efficient psychological
interventions in helping individuals deal with their medical needs

and psychic distress.




29

CHAPTER III - Study Design and Methodclogy

SURVEY OF MENTAL HEALTH SERVICES IN ST. LOUIS PREPAID HEALTH PLANS:

The study design and methodology included interviewing
administrators from each of the four established prepaid health
plans in the St. Louis area. It was felt the four plans represented
an interesting cross section of sponsorship, philosophy and length
of time in operation. The Labor Health Institute, operated under
the auspices of the Teamsters Union, with over twenty years of
history provided an opportunity to assess one of the oldest,
most well-known, and respected of the prepaid health plans.

The Labor Health Institute is often cited as a national leader in
providing quality health care to blue collar workers. A similar
croup, the Local 88 Medical Institute is another union sponsored
prepaid group that has not developed significantly during its

20 year history.

Contrasted to Labor Health Institute and the Medical Insti-
tute is the Medical Care Group which operated until just recently
under the auspices of Washington University Medical School.

The Medical Care Group, likewise, has a national reputation and
Was cne of the early research and evaluation projects documenting
the economic benefit of prepaid health care.

In contrast to these groups is the newest plan in the St.
Louis area, begun in December, 1978, the Medserco Metro Health

Plan. This plan is an Individual Practice Organization prepaid

4#__________:j-------_-_------------
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health plan which strives to retain private practice of medicine
and vet reap the benefits of croup practice. Physicians with
Medserco already realize the need to organize into prepaid health
plans in order to compete for the dwindling patient market.
A distinguishing factor for the Medserco Metro Health Plan is a
highly sophisticated "business management organization with strict
criteria for utilization and peer review".

These four prepaid health plan organizations provide compar-
ative data for assessing the scope and impact the respective
mental health components have on the general health care
provided by each organization. At least two interviews with
different level administrators were held with each of the four
organizations. Often these interviews were followed by discussions
with providers of the mental health services within the organ-
ization. Background and history of each organization was obtained.
An open-ended interviewing protocol was utilized to obtain
information on overall philosophy and goals of each institution.
(See Attachment 1). Basic deta was obtained about membership
growth patterns, benefit packages, and costs. Also obtained was
the number of physicians and non-physicians involved in delivery
of medical and mental health services. Inquiry was made of the
Preventive and educational services offered. Also thoroughly
discussed were their quality control utilization review procedures
for mental health services. Also obtained was information regard-
ing physician involvement in program development, fiscal management

and risk sharing.
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Information was then organized into brief overviews of each

of the four plans currently operating in St. Louis. The infor-

mation gathered about the mental health services offered was
analyzed and compared to the findings and conclusions from a
general review of the literature pertaining to prepaid health
plans and the benefits of preventive mental health services.

With this approach a review was made of the four St. Louis

prepaid health plans with a special focus on their provision of

mental health services. To make a comparison of benefits and

services, the following background and data are useful.

Table II).

(See

Medserco Metro Health Plan

Medserco Metro Health Plan organized in December, 1978,

is an Individual Practice Association (IPA) formed by forty St.

Louis physicians who each contributed $6,000 to lay the foundation
for a prepaid health group. Two of the founding physicians were

Psychiatrists. The IPA is administered by the Medserco management

firm. The current arrangement allows for 800 physicians to be

pPart of a prepaid health group, yet continue to practice in their

Own private setting. The prepaid group generally constitutes five

to ten percent of the individual physician's private practice.

Basically, Medserco was organized as an effort to offset
governmental, industrial or third-party payer regulation of the
Medical field in St. Louis and to respond to the dwindling patient
market in the private sector (Ritter, 1978), (Also see data

Presented earlier in paper for cites in California). The ideas
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Auspice 1945 - Union

Philosophy/
Qrientation

Member Size 23,000
(approximate)

froviders

MD's 57 part-time

Non-physician
{Providers
Mental Health
Providers

'‘sychiatric Benefits

Inpatient

Outpatient

Preventive/

tducational
Services
issues

Provide health
services to Union
members at lowest
cost to Union.

6 part-time

30 days - 100%

Unlimited number of
sessions with member
psychiatrists

Minimal - Union news-
paper with limited
discussion of health

R MENTAL HEALTH SERVICES

LOCAL 88
1958 - Union
Provide health
services to Union
members at lowest

cost to Union.

7’200

27 part-time

1 part-time

30 days - 100%
Unlimited number
of sessions with

member psychiatrist

None

MCG

1969 - University Medical
School

Provide comprehensive
health services in pre-
paid group health plan
with medical school back-up

30,000

1, MD's

9 M.D. house staff

2 Physician assistants
l; Nurse Practitioners
l; Social Workers-MSW

120 days - 100%

Unlimited nwnber of
sessions with MSW

Counseling groups re:
Obesity (stress coping

and alcohol abuse groups

in planning stage).

Highly informative news-
letter with full discussion
of health issues and preven-
tive measures

Medserco Metro Health Plan physicians allot 5-10% of their practice to serve enrolled members.

Med Serco

1976 - IPA with indep-
endent management firm

IPA of physicians to main-
tain medical control over
delivery of health care
services

5-10% of 800 physician's
practice

*500 MD's
none
*76 psychiatrists

No maximum with strict utili=-
zation review

Maximum 20 hours per year

per patient with psychiatrist

Plan to have a quarterly
news letter with discussion
of health issues




Utilization
Review of
Qutpatient
Psychiatric
Qervicea

M.D. Inveclvement

in Planning &
Piscal Management
of Service Delivery

H.D. Involvement
in Risk Sharing

Cost to Member/

loyer
Approximate)

Self-review
by psychiatrist

None

None

$115 per month
for family
as of 1-80

Self-review by
psychiatrist

None

None

N/A

Self-review by
MSW and review by
supervising MSW
(No psychiatrist/
M.D. review)

None

None

$160.66 per
month for family
as of 1-80

Strict utilization review
with standardized limits on
number of sessions dependent
upon diagnosis, peer review
and computer analysis and
comparison with other
similar practitioners

Physician involvement in
planning & fiscal management

Physician at financial risk
for an "inappropriate"

uncertified service rendered
as deemed by peer review

$120 per month for family
as of 1-80
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of cost containment and provision of "medically controlled"
quality services also served as impetus to the St. Louis physician-
organized prepaid health group. Medserco began operation in
pecember, 1978 and within less than a year claims a 5% enrollment
withirn the St. Louis market -- a goal which had originally been
projected for the fifth year of operation.
Merserco presents itself as the quintessential marriage
of business to medicine. The plan is directed by a Board of
Directors made up of nine physicians and representatives of labor
and industry management. The overriding philosophy is 'physician
control' of services and the estezklishment of all controls of
costs of service delivery by physicians themselves. All medical
services are provided within the plan at no extra charge to members
($1.00 co-payment for each prescription). Psychiatric mental
health services provided include full payment of all in-hospital
care with very tight utilization review controls regaréinc length
of stay. Utilization review is organizational peer review with
certification and approval for all psychiatric hospital admissions.
In general, Medserco is very diligent in its attempts to
reduce all unnecessary inpatient hospital care and thereby
reduce the overall costs of providing medical care. Their primary
goal,in this respect, is to reduce the average of 800 days of
hospitalization per 1,000 members as in most third party payee
Plans to 500 days per 1,000 members in the Metro Health Plan.
Stringent efforts are utilized to make the physicians financially

accountable for any urnecessary use of inpatient care. According
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to the plan's chief administrator, Jim Dywer, all hospital
admissions are scrutinized by physician peer review, computer

analysis and comparison with other member physicians' utilization

rates within the same sub-specialty. The first 'unacceptable’

uncertified hospital admission by a member physician is "on the
plan"; the second unauthorized (unnecessary) acdnission as deemed
by peer review is charged against the total physician members'
funds for the year; and a third uncertified admission is charged
directly against the individual physician's proceeds for the year.

In addition to reducing hospital days per year, the plan

rigorously scrutinizes outpatient psychiatric care. Patients may

either self refer or be referred by another participating physician.

Outpatient services are then classified according to three

levels of care:

Class 1 -- Crisis services -- limit of 1 to 12 hours of

care per year. Aim is to treat those disorders

with acute onset ard progrosis of improvement

with short-term psvchiatric treatment. These

services include but are not limited teo situa-

tional reactions,depression and affective disorders,

childhood behavioral problems such as encopresis

and enuresis.

Class II--

All diagnoses with gradual onset -- limit of 20

hours of care per year. Aim is to provide indiv-

idual with treatment to regain stability and

functional capacity.
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Class III - Followup services for those individuals with

chronic disease -- limit is 6 hours per year.
Aim is to provide maintenance outside hospitali-
zation via utilization of chemotherapy.

These limits are guidelines and serve as review points. If

extension of service is required, beyond these short-term ther-

apy regimes, the physician may make application to the peer

review board which requires extensive justification for contin-

uation of services.

In relation to the areas of preventive and educational
services, Medserco's Metro Health Plan provides minimal coverage.
Provision is made for routine regular checkups and well baby
care. The medical plan does not, however, address the psychological
ramifications of illness in its primary or secondary care
services. Strict medical peer review of services rendered and
strong financial incentive not to utilize any nonessential health
services decreases the incentive for MD's to provide supportive
guidance or counseling to patients suffering stress related
symptoms or psychosocially influenced complaints of distress.
Prevention is an area to be addressed in the future. Plans are
underway for a quarterly newsletter giving health education and
Preventive advice to the members on health related topics. 1In
geéneral, there is an overall absence of interface between medical
and preventive/mental health services.

Medserco is unique in its appeal to physicians in that it

Sells the philosophy of "physician control of the delivery of
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medical care" while at the same time exercising the most stringent
controls regarding service provision of all the medical care

systems currently operating in St. Louis. Merserco appeals to

physicians also by providing technological services such as
office systems design and analysis, computerized accounting
services for payrcll and patient billings. Monthly reports of
profit/loss figures and cash flow analyses are available to

the physicians in addition to more specific compilation of data
regarding estate planning, tax shelters, insurance and retirement
plans. For large practices, the advantage of computerized

patient charts and billings as offered by the "on-line" computer

terminal placed within each physician's office is extremely

compelling.

Medserco also maintains the traditional private practice

model in many respects in that the physician still maintains his

independent practice. However, part of his private practice is

covered by IPA membership -- through which the physician receives
reimbursement. In essense, the IPA provides the physician a
mechanism to keep patients employed by large corporations such
as Monsanto or Southwestern Bell who otherwise under a "dual

ChOiCe"zsystem offered by the company might switch to other pre-

Payment health care providers outside his practice.

Labor Health TInstitute

The Labor Health Institute (LHI) is a prepaid health plan

that has been in operation since 1945. The LHI is a union medical

h'ealth group with total subsidy by union contributions for each

e

2 Required of emplovers with more than 20 emnlaveee
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employee. The LHI employs physicians on a part-time salaried
pasis to render medical services within a single location in
mid-city St. Louis. LHI's 23,000 members reside in the bi-state
area and presently services are offered only at one site. There
are currently under discussion plans for satellite clinics in
two of the surrounding counties.

The philosophy of the organization is stated as provision of
first rate medical care for the "working class". The LHI serves
as the vehicle for the Teamster Union to provide such medical
services to its members in an economically efficient manner.
Participating physicians receive competitive recompense for their
time (approximately $70,000 for a full-time internist and
$100,000 for a full-time orthopedist).

LHI as an operating body is directed by a Board of Trustees
responsive to the Teamster Union. The functional overseers of
the day-to-day operation of the Institute are the Medical Director
and his Executive Committee with provider physician input from a
representative committee of physicians on staff. All medical
services are provided according to schedule and rates allowed by
individual member contracts negotiated by various union groups.
The maximum limit is 90 days hospitalization per membership year
with a $5 per day co-payment. All outpatient and ancillary
Seérvices are provided through the Institute Clinics. Services
excluded are blood plasma, surgical supplies and appliances,
transplants, renal dialysis and sterilization procedures. Also

there is an exclusionary clause that "If, in the Medical Director's
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opinion, the patient does not follow physician instructions or
refuses treatment, the LHI shall not be responsible for the care
of said patient and such patient is subject to suspension from
penefits of medical service".

Psychiatric services are limited to a maximum of 30 days
hospitalization (total, not annually) in a general hospital or
up to $100 (total, not annually) in a private or covernment
sanitarium. If a year lapses between psychiatric hospitalizations,
the member is allowed the same benefits again. Outpatient
psychiatric care is provided on an unlimited session basis.
Limits are determined only by the number of psychiatric physician
hours available. There are 6 part-time psychiatrists available
for consultation. Referral for service is either by physician
or self-referral.

Limited provision exists for utilization review. Overall,
once per week the Executive Committee made up of the Chiefs of
Internal Medicine, Surgery and Dental services plus the Medical
Director meet to review any extraordinary or unusual payment
situation, review new physician candidates for employment and
review hospital admissions and payment to non-LHI physicians.
Review of psychiatric outpatient care is only self review by
the individual psychiatrist. Monthly psychiatric department
Tmeetings are held in which a case might be discussed and reviewed
under extraordinary circumstances.

In relation to the areas of prevention and educational serv-
ices, LHI's plan provides no such services. The Union publishes

@ monthly newspaper in which occasicnally LHI may insert some




discussion on health issues. The plan allows for periodic

checkups, well baby care arnd immurizations. Overall, however,
LHI makes no attempt to provide preventive medical care.
Appointments in most specialties are bccked far in advance and
minimal time is allotted to each patient, thereby effectively
preventing the physician from addressing any underlying psycho-
social factors involved in the individual's illness.

In 1974, in conjunction with a study of the health needs of
the community (Pepper, 1974) strong documentation was presented
showing that within the LHI plan, home care by a nurse practi-
tioner could well reduce hospitalization episodes by one to two
days duration. Despite overwhelming direct clinical findings of
the cost effectiveness of such service, the physicians did not
utilize the nurse practitioners home care service following
surgery in order to reduce members'hospital stays. Dr. Berger,
Medical Director of the LHI since 1958 states: "The M.D.'s
were fearful of being replaced by nurse practitioners . . .
who are paid considerably less. than physicians." Under the
rhetoric of "provision of quality medical care", the home
treatment plan and the nurse practitioner were eliminated.
Likewise, at LHI, MSW's once had been utilized to provide
"social service assistance" and group counseling, but were phased
Oout according to Dr. Berger because they tried to replace
PSychiatrists.

Within LHI psychologically oriented services are not inte-

grated into the medical services. The percentage of psychiatric




39

utilization and its costs are significant in the total LHI

plan (See Annual Report, 1978, St. Louis Health Institute).
However, in asking about budgeting procedures and evaluation of
psychiatric services utilization compared to total services,

pr. Berger stated that "LHI really does little in the way of
budgetary planning”. In essence, expenses are tabulated and run
against total income. Large sums of income have been allocated
over the years for expansion and reserve; therefore, if a
shortage develops, ample monies are available to cover any deficit.
LHI, in fact, with its surplus monies has invested heavily in
expensive, advanced diagnostic equipment which is proudly shown
on tours through the complex, but during my two visits seemingly
underutilized by the physicians.

LHI appeals to physicians because it provides a stable base
salary component with renumeration at competitive private prac-
tice earning levels. In addition, the limited on call time and
emergency calls frees the physician from some of the undesir-

able time-consuming aspects of private practice.

MEDICAL CARE GROUP OF WASHINGTON UNIVERSITY

The Medical Care Group (MCG)of Washington University is a
Prepaid health plan that began in 1969 as part of an experiment
to determine cost effectiveness of prepaid care versus the fee-
for-service system of health care.

Washington University School of Medicine and the Metro-

Politan Life Insurance Company in 1969 sponsored a study with
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approximat91Y 600 families -- 300 families receiving care from
private physicians and 300 matched families receiving care

through the prepaid health plan approach. After three years,
findings indicated that the number of hospital days were reduced

by 23% in the families using the prepaid health plan (Perkoff

1975 and 1976). While hospital use decreased, the use of less

costly outpatient services increased. Part of the net savings was
then allocated toward preventive and educational health services.

In 1973, the Medical Care Group came into being in conjunc-
tion with Metropolitan Life, Blue Cross, and General American
Life Insurance Companies. The insurance carriers provided the
services of marketing and accounting to the Group plus administra-
tion and payment of authorized inpatient care and out of area
emergency care.

Medical Care Group presents itself as a comprehensive pre-
paid cost-efficient health care plan with all the benefits of
sponsorship and close affiliation of a prestigicus university
medical teaching center. At present, MCG is a separate unit
within the Washington University Medical School (although
employees of MCG state plans for reorganization and takeover in
early 1980 by the life insurance companies are currently in process).
From the original 300 members, MCG has now close to 30,000
members. MCG's prepaid health plan is staffed by approximately
14 full-time salaried physicians, 2 physician assistants, approx-
imately 9 house staff (interns and residents from Washington

Uhiversity Medical School), and 4 nurse practitioners in the

areas of internal medicine, ob-gyn and pediatrics. Staff also
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includes a nutritionist, 4 social workers who make up the counsel-
ing and mental health program, and 3 optometrists. Specialty
services are provided by the faculty of Washington University
school of Medicine. Likewise, inpatient hospitalization is
provided within the Washington University Mecdical complex.

MCG is charged for such specialty prcfessicnal services and

for use of inpatient hospitalizations. As salaried professionals,
the MCG doctors in no way share any risk and receive no bonus

or firancial incentive in the delivery of their medical care.

All primary care outpatient services are provided to patient
members by the interdisciplinary teams of doctors, physician
assistants and nurse practitioners within the single MCG location
in mid St. Louis. Physician assistants and nurse practitioners
(with close supervision by Washington University faculty members)
are given much of the responsibility for routine history taking,
general physicals, immunizations and screening of presenting
problems for the physician.

MCG benefits are determined by various member contracts with

their employers who pay the MCG premium (such as Monsanto, St.
Louis University, General Motors, and Washington University).
In reviewing an MCG comparison chart, the MCH plan has more
eéxtensive coverage with no co-payment or partial payment for
medical services than the traditional Blue Cross/Blue Shield
Programs (See Attachment B-E for MCG comparison charts).

For inpatient psychiatric hospitalization, 120 days full

Coverage is provided with the MCG plan. Hospitalization would in




