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calculate an array of discount percencages simply
discoune amounts, as iustrated in the follow-
exan

251

$1,000,000
$200,000
$800,000
$400,000 $500:000
$£400,000 $400,000
50% 56%

51 000, 000
$100,000
$900,000

et Paid Claims

As vou can see, the

5¢

> submitted charges and net paid claims stay the same.

But by changing incligible claims and discount amounts, the range can vary
as

much as 13%.

Some national carriers even guarantee a discoant percc'\t'm e at the end of
light of the ease with which such “funny numbers” can be calcu-
sy o understand how. The

That s to dism:

' 10s ea

Fact is, ther

ia e 18 (‘:311y e way to guara-
tee @ tiae da:;(:«.\ur‘-

$$ percentage <
!
it of expected paid daims,

gether and
guarantee the as

Manipulating the Numbers

The issue of

cunes becomes even clearer when you view the fndustry as

basically being divided into rwo camps. There are those who use proprietary
PPOs and pay a fee to gain access, and there are the national carriers that

STV

have cheir own PPO. In the latcer case, the carriers have the ability to lock at
all ehe data on claims, n‘fl”dmg the ’1(‘-“Uctib‘ics, ineligible charges and out-
But becs

have access to rhis

ofpocket costs,

dl:;mum aclaim

it weren’t for the sad

fact that many clien s are buvivg

o the game. Nanonal carriers

as a ool to help seil. Since HMOs are on

the decline and have basically proven to be cost-prohibitive, the exaggeration
seerms to be a lase-dicch effore.

are using che discou

Take a look at the following comparison.

Proprietary PPO
42%
32%
26%

'\'.'L"Il\‘-')(ll‘i sonis a

thig
1 i 4
cal evidence. Are these numbers

The major problen wit k of supporting empiri-
s accurate? Where did they come from? Who

did the study? While mmost agents an 1d consultants send out questionnaires to
PPOs asking them what their average discounts are according to geographical
chere s :

.zU[L’lV Royway jSu] C(‘I“rd.l ¢ the di

g poin
an c,\;xmple ot how prapr

-ournts because the

On star

Ler's took Jetary PPOs caleulate therr

ISCQuUIICS,

$100,000 A
$ 45000 B
(B+A) = 45%

Now let's look at a national carvier that calculates its percentage d scount by
tivst netting out ineligible charges, as well as some chat take out employee de-
ductibles and out-of-pocker costs.

Sd-AauGUST Tuod HIU

$100,0

ubmitced Charges

Ineligible Charges - $10,000
EE Deductible &
Qut-of-Packer Costs - 15,000
Eligible Charges $

Discount Savings $45,000 B

Percentage Discount (B + A) = 60%

Nouce how we started with the same
submitred charge ($100,000) but the per-
centage discount from the national carer-
er is stated as 15% higher (60% vs. 45%).
Yet the acrual dmcounf'cd savings of
545,000 is the same in both cases! Such
1s the power of numertcal manipulation.

This is not to say that every propri-
etary PPO 15 as strong as some national
carrters. To make that assercion would
be wrong. The lesson heve is to under-
score the oo‘r t that PPOs uegf)tla'e dis-
couttts based on (l ize of their
bigger tluy are, the
larger che discount. Emplovers would do
well to keep th

e
membership; the b

in mind and under-
stand thar the top five managed care or-
ganizations are usually very close when
it comies to discounts.

A Way to Mislead

Another area of deception is the sub-
iect of thresholds—or, as the hospitals
call them, “stop loss.” For examiple, a
Pro m§ e stage L}‘A[ its inpatient dis-
count is 54%. What it fails to mendon is
that the discounc w

adically change
once the threshold 1s exceeded.

Consider the case of Acime 1 ’ospifa‘ It
gives a PPO a 54% discount for all claims,
but only up ro $60,000. When the bill
goes over this chreshold, the discount
changes to 20% of
doliar one. Thus, if
$ 100,000, you wo
the bill, a 20% discour
appealing than 54%.
to compare PPOs be-
cause every hospical gives each PPO a dif-
ferent threshold. It all depends on the
level of discount they

5, back to
vou had a claim of
20,000 off

That's a lot [ess

lledd clia

et only

It 1s hnpossible

7ant to achieve,
Employers can be misled in stll other
ways. A national carrier was recently



5

s abour ihpatient pemiit‘m discounts.

n,

counts sot md:‘u phenomenal. Bur after

i ...‘f thzt the pm‘—
. After
g oy a

st x‘h'u;'”w

,all G

I the pmmrsm providing oni: ¢ mnforma-

tion-remains the casiest Way L0 AISLOrt true Costs or

unes.

A Deceiving Comparison

if average dw ounts are being r\mm‘\u.arc(l and can-

not be accura

> 15 there another way to eval-
<}‘ One way might be to compave actual
U {Current Proce “odes an i x( D 9

{Internarional O

» evaluate

ral Terming stogy)

Yearton of Disea

rhius wor's work either

5>§’a"\,\; use

hi\ d.

CONCEASES,
[f a doctor belongs to an independent physician asso-
f:i;;f;wn, hie may get paid more than a

ngle phys

g as a sole proprietor. To remedy the situation
nerimes fill out the

I code comparisons for

brokers by piving o weighte l"l““““

chans pev foe schedude fo

the b

Way te (‘Olﬂ[\‘.{fte me

the most a

Courate

Guess how the t

ronal carriers {1l out the con‘par-
isons? Are they usin g the averages ov are they selecting

their most competirive fee schedules? [ w ould >u.spu..r. they
arc sclecting the best fi i
fook

2¢ schedule to I)](l[\u thur‘
vis not the most

mlg] Bur e

1 Texas in which a

sHevabie fee

LI AITOSS A& Case here 1t

nad an unbe

:s. Uporn Farcher

o

xfas:\'f » nurnber, and o
claims. Unfortunare bie

H ‘, there is a pron

- Most national carriers vefuse ro reprice the

that the tnformation 1s proprietary. Bven if
chey do, there 18 o way to prove the amounts are correct.
A case in point involves a consultant I know. He sent

18 riational Cl}(,’l‘.[S to be

years. GPA &s one of the largest anc

repriced by a national carrier, He mistakenly sent the

claims to borh the Dallas and Houston offices. When

the claims came back, the discounts were completely
dif] e;'entmdesplte the face chat the clatms
pertine

vac ali the
ax 1D numbers and ZIP codes

dat, mchuding
for the provid

ware package that reviews procedures, diagnoses, fee
-schedules and other dara and determines the eligible
“amount for a given health care service or supply.
Additional criteria can then be applied to determine
the actual allowance, or payment,; amount.

Sewrees CAS, FHE

Conclusion
Wheu 16%s all said and done, the basic question re-
mains: If che national carcie

{iscounits are so much ber
ter, why aren’t their acrual consiseently lower

than PPOs? Sure, cm‘rj o business all the

P

rime hy- xfcn

Mos ;
wgly high renewal rates. “.}‘lt)vv\k meanwhs
ing, “Where are these discounts? Why did
merease?”

s today are

handing our shock-

are ask-

! ger another

Which brings us to the issue of rising medical costs, The
larest IL;,ISIQUVL consumer-driven coneepts of Health
Savings Accounts and Health Reimbursement Accotnts
should be the maior focus iu reducing medical inflation,
eness involves expert
inical reporting, benehmark

The other lvlll’()l‘ area of ¢

ost-effectiv
mcdxcm MANAFRINENt 118}

W mdats. decision st 3 elons and research services--
all d q i to manage the cost and quality of health care.
Whatever the outcome of the proposal, emplovers

wamld. do well to be wary of the games fnsurers play. It
will cake a team effore on everybody’s part e contro)
medical nflarion and guszrzmt\.c

berter claims manage-
ment, thus lowering overall clatms coss. B

7

strators Ine (GPA}. Fle bas

je;’“)’w’(Pu!@r; is a pavener with Group & Pension
"

seen with the comba

e

tors in Texds with move than 35 yearsin
BA in accounti

ng from the University cf

KPMG Peat 1‘»1am"' '*)»jmc joining GPA ,Hr can be main(’at
972-744-2447 or JeffM@gpatpa.com
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