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basic se rvices . T he value-added compo
nent o f the progra m may not have a place
in this bidding process.

Instead of seeing the hospital as a rev
enue producer. the Provider Organizatio n's
new corporate board . will now see the hospi
tal as a cos t center. Instead of worry ing
about the hospital generating significant rev
enues, the incent ive will be for the hospital
to minimize its costs of provid ing services.

You can imag ine the difference. The
revenue producer mental ity is much more
entrepreneurial. It is an investment men
tali ty. It is a men tality where there are
incenti ves fo r bringing in add itio nal
pat ien ts. additional se rvices, unique pro
gram fea tures. and where qualit y and refer
ralto solid clinical se rvices is the byword .
Physician influence in the se lection of spe
cialized services ca n be more important
than pat ie nt satisfaction, which of course
has its good and bad points.

The cost center mentality is 180
degrees different. Here cost is likely to pre
vail as the key evaluation criteria.
Specialized services, the high cos t, techno
logically advanced, and value-added ser
vices of the hospital are likely to be
discouraged . The hospital will work on the
minimum reasonable cost basis. With a trim
administrative team and integrated serv ices,
the hospital and the entire PO structure will
be looking for ways to deliver quality for the
lowest possible cos t. The management of
the PO will see the hospita l as an add itional
cost burden. with projects and overhead to
be slashed as bids are developed.

You might remember the initial shake
out of HMOs and PPOs. The first roun d of
battle s had a number of organizations pro
vid ing se rvices below their cos t struc ture.
a situation that caused a num ber o f these
organiza tions to go belly up. without a
do ubt. this same sce nario will repe at itself
in c ities thro ugho ut the nat ion .

[Continued on page 6)

Hospitals under
health reform

~out a doubt, a number of thing,
are go ing to be altered under health care
refo rm. Unde r the ne w proposals. so me of
which are described in this edit ion of
Onco logy Issues, lo ng term changes are
like ly to dramat ica lly alter the hea lth care
delivery system. In fact . they are likely to
alter the role of the components of the sys
tem in dramat ic ways. some of wh ich we
can o nly guess at no w.

For example . hospitals are no longer
going to be revenue producers , but cost cen
ters. This simple statement belies the multi
tude of real and attitudinal changes that flow
from this radical change in status. As a
CEO of a 6OO-bed teaching hospital and a"
the current Chairman of the Illinois Hospital
Associatio n, it is impossible to ignore the
significant changes that will soon take place.

Under the e xisting system, I find that
my hospital Board . co mpose d of co mmu
nity business leaders press me to keep my
cos ts in line. but also make a profit. T hey
see the hospital as a revenue producer.
They expect the hospital managem ent
team to produce a quality. value-added
product at a competitive price and to do
what it can to hold the line on cos ts . After
all, these Board mem bers are also the pur
chase rs of care and they want to keep their
cos ts dow n and their quality high .

But under " managed competition with
g loba l budgets" , the hospita l will be only
o ne component of a fully integrated
Provider Organizatio n, including all hospi
tal serv ices. o utpatient and physician ser
vices . In some cases. the hospit al will be
the majo r partner in this structure. but in a
large num ber of cases. the hosp ital will be
o nly o ne o f a num ber of hospitals in the
Provider Orga nization (PO) . Thi s Provider
Organization will be co mpetitive ly biddin g
for contrac ts with other Provider
Organiza tio ns o n the same package of
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Off-label Drug Use
T he lette rs o f Drs. Adamson and Wade in
the Fall 1992 issue pinpoi nt the prob lem
of off-label drug use. As a Medicare
Carrie r Medica l Director. Dr. Adamson
has the responsibi lity to de termine the
medical necessity of any service that his
carrier is billed for. When there is no sci
entific ev idence to ju stify the treatment.
there is no justification for payment.

I hope Dr. Wade doe s not ad voca te
approval of the use of any drug that any
physician wishes to use under any ci rcum
stance . Th is flies in the face of qu ality
health care. as we ll as cost-effective health
care. and should not be acce ptable to
oncolo gists or third -pany payers, There is
a potential so lutio n. In New York, our
carrier uses the oncology soc iety as a
resource in determinations on orr-label
chemotherapeutics. T his has resulted in a
better understanding of the issues by both
parties. Our carrier is able to make mo re
accurate coverage decision s and oncolo
g ists understand (and often concur!) with
our reasons for doing so,

There will never be a universal con
sensus, but reasonable people have a bet
te r chance of resolving a problem. Belter
communication. understandin g the other
party's position. and development o f crite
ria for off-labe l coverage would see m the
logical solution to this problem.
- John E. Harding. M.D .. Medical
Director; Upstate Medicare Division.
Blue Shield (1 Western New )'(' rk.
Binghamton, NY.

James L. Wade. III. MD. Decatur (lL)
Memorial Hospital a nd Chair of
ACCC's Governmental Affairs
Committee. responds:

I applaud Dr. Hardin g's suggestio n that
third-party payers work with state oncolo
gy soc ieties to research and make recom
mcndauons on cove rage deci sions. My
own state society. the Illinois Med ical
Oncology Society. has an e xcellent re la
tionship with o ur insurers . We ma intain
an ongoi ng dialogue on difficult issues
and the society is willing to review any
issue with which our insurers would like
assistance. T he ACCC encourages the
type of arrangement Dr. Hardin g desc ribes
and has assisted state soc ieties. includ ing
all of the c urrent ACCC chapter mem bers.

in sett ing up sys tems that assure a thor
ough and time ly review. The societies see
this as beneficial both to its mem bers and
the insurers in the state.

President's Co r ner
(Conti nued [ mmpcge 4)

Will all interest in quality evaporate"
No. hut it will slide down the ladder for
awhile. How else is the new
Administration going to c ut the budget
deficit while it adds acce ss? While the
pro posed cut in Medi care and Medi caid is
$66.5 billion ove r five year s. universal
acce ss coold add between $30 and $90 bil
lion each year to the federal budget !

What does all of this mean for o ncolo
gy programs? Here are some initial guesses .
fi rst. the PO will attempt to deliver
chemotherapy in the lowest cos t way. with
the maximum feasible control of expcndi
lures. So. there will hestgmficam interest in
employing med ical oncologists. Second. the
POwill be interested in using primary care
physicians for patient triage and to manage
patient fo llow-up with guide lines for the fol 
low-up interval and appropriate tests. Thi rd.
the PO will be interested in using highly
trained nurses to supplement the onco logist
in any way possible . POs will consider the
shortage of oncologists and attempt to find
wayx to minimi ze their usc. Freestanding
radiation therapy centers will be perceived
as an uncontrollable cost and will be
replaced Of purchased . New technology will
he discoura ged. unless it is more cost effec
tive. Capital expenditures for any kind of
new venture. new technology or upgrades
are very likely to bediscouraged in the near
termwhen the price competition is go ing 10

beat its worst. Fourth. experimental proce
dures. unless they are folly reimbursed. are
unlikely to be allowed. Patient satisfaction
is likely to out pace typical physician satis
faction interests. Minimum care is likely to
be the byword . Guidel ines will be nece ssary
to assure that malpractice is abrogated.

Doesn 't sound like the o ld system at
all docs ir ?

As times change. we most change. But
we must also hold true to our basic stan
dards for qualit y cancer patient care .~

Robert T. Clarke, M.H.A.


