Template letter to State Legislator
RE:  Health insurer consolidation

<<Date>>

Legislator

<<Address Block>>


Dear <<Legislator>>,
On behalf of the ______________________, I am writing to call your attention to the detrimental impact on family physicians and their patients caused by the merging and consolidation of health insurance plans.
According to the American Medical Association (AMA) 2007 report titled, Competition in Health Insurance, 299 of the 313 markets the AMA surveyed, one health plan accounts for at least 30 percent of the combined health maintenance organization

(HMO)/preferred provider organization (PPO) market.  The AMA also reports that there have been more than 400 mergers of insurance and managed care organizations in the United States since 1995.  
While you might expect that a merger or consolidation would produce certain economies of scale resulting in systemic cost savings and ultimately leading to lower premiums. The result has, in fact, been just the opposite.  The proliferation of health plan mergers and consolidations has allowed a small number of organizations to achieve such extensive market share as to dominate the healthcare delivery industry within large geographic regions and consequently, monopsony power to those organizations.  Such mergers and consolidations materially weaken or prevent competition and obstruct entry into the market by new suppliers. Moreover, we see improper control of prices to patients and, most importantly, the relationship between patients and physicians is impaired adversely impacting patient care.  All you have to do is look back at some of the recent mergers and examine the economic affect on the market served by the surviving organization.  Several key questions to answer are:  Have economies of scale resulting in system-wide cost savings resulted?  Has quality of care remained high or even improved?  Have competitors been able to enter the market?  
I will try to identify some specific issues faced by family physicians, the majority of whom work in solo and small practices.  Because family physicians in these practices are prohibited from comparing financial data while negotiating a contract with health plans, they often end up finding out after the fact that their payment rates are substantially less than those of larger physician groups.  The health plans use their market dominance to impose what are essentially adhesion contracts with particularly onerous terms on family physicians.   For example, many contracts allow the health plans the unilateral ability to
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remove a physician from their network for not agreeing to the terms of a proposed contract and to make unilateral changes to contracts after they have been signed, often without even having to give notice of the change to the physician other than posting a general statement on the insurer’s website.  For the most part, the leverage these physicians might have lies in their ability to walk away from the negotiations and/or the contract; however, this is ineffective in practice as the physicians would experience a permanent, sometimes devastating, loss of revenue.  They would lose patients because those patients covered by the dropped health plan generally cannot simply switch to another employer-offered plan in which the physician participates.  Thus, health plans have little or no incentive to modify the onerous terms of their contracts, and the physicians end up with little choice but to accept those terms and suffer as their financial viability slowly and steadily erodes.  
Finally, as health plans consolidate and reap record profits and see premiums continue to rapidly increase, patients are faced with the prospect of having fewer and fewer choices of primary care physicians.  As the physicians’ costs continue to increase and their insurers’ payment rates are stagnant or decline, patients are finding it increasingly difficult to locate a primary care physician who can accept their insurance and still be viable.
What is the bottom line?  This ability of the dominant insurance companies to dictate the terms of the practice of medicine and preempt patient choice threatens the long-term relationship between patient and physician, a fundamental building block of the patient-centered medical home concept that is widely recognized as the best hope for improving the quality and efficiency of health care – healthier patients and lower overall costs.

Thank you for the opportunity to raise awareness on this important market place reality and willingness to make thoughtful decisions on the current consolidation activity.

Respectfully,

<<Name>>
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