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Even wi t hout Federal health-eare

reform the nation’s $300 billion

heal th i nsurance industry is on the

verge of a transformation.

Many ot the nation’s 500 or nore

health insurers are expected to be

driven out at the field in the next few

years as the industry shifts its busi-

ness away fromtraditional insurance

"and toward the delivery and manage

ment of health care

t This process wi |l undoubtedly

speed up under a hcalth-care plan

expected lromthe Cinton Adni nl Sc

tration. Analysts predict that such a

pl an’ woul d drive tens or hundreds of

thousands of health insurance agents

outof their jobs and speed the pace at

whi ch Americans are conpelled to

tom heal t h mai nt enance organi za-

ions. '’

invested in HM Q. ' :

in the end, they say. the health-care

changes would al so cone as a tre-

nmendous boon to the industry’'s gi-

ants: Prudential, Ci gna, Aetna. Met-

ropolitan Life and Travel ers as well

asot he nonprofit Blue Cross and Bl ue

Shi el d plans. Those conpani es stand

to benefit because they have already

invested billions of dollars in health

nmai nt enance organi zati ons. a way of

controlling costs that is favored by

lhe President’s health policy plan-

ners. '’

The inmpact of such changes on the

Ppbhc is hotly debated. Small conpa-

nies say that the increased concentra-

tion expected to result fromthe din-

0" Plans woul d eventually hurt con-

s"mers by centering too nmuch power

and business in |arge conmpanies. The
'8 Conpani es are not as innovative

0’ resvousive wthe public. the snal
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conpani es say. ,

But the live his commercial insur-

ers. which have formed their own

| obbyi ng group to support the Adm n-

istration’s approach. dism ss such ar-

gunents. They say that many tradi-

tional indemity insurers that have

| ooked to insure only the healthiest

customers woul d hardly be ni ssed.

VWhat ever happens i n Washi ngt on.

econom sts. anal ysts and insurance

conpa’ ny | eaders say nost Ameri -

cans in the next fewyears will find

t hensel ves changi ng health insurers

or dealing with' insurers that have

changed vastly. |,

"The traditional indemity health

i nsurance industry is biologically ex-



tinct," said Alain C. Enthoven. a Stan-
ford econom st and one of the archi-
tects o! the type of health-care
change enbraced by M. Cinton end
known as managed conpetition
"Those changes are al ready_ under
way. it will just happen faster |i inan-
aged conpetition comes into being."
Besi des the giants that have com
"."mtted thensel ves to becom ng oper-
"ators of HMOQO.'s. the industry is
- made up of a hodgepodge of col um-
fmes. They range fromrelatively
large insurers like the Guatdian Lite
ffl nsurance Company of Aneri ca,
-which insures nore than a mllion -
ffpeople. to tiny operations |ikeethe
- Universe Life insurance Conpany of
.-Lewi ston, |daho - many of whose
i’ 50,000 rural custoners found their
i nsurance through associ ati ons of
and poultry farmers.
As nedi cal costs have spiral ed up-
ward, sonme insurers have invested
billions of dollars inl-1.MQO"’'s and
ot her systens designed to contro
what services are used and what pa.
tients are chanted.
-45
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By | ast year, 41 million Americans
had already enrolled in HMO.’s, up-
(tom19 mllion in 1985. according to
the Group Heal th" Association of
America. a trade organi zati on of
HMO's. O all HMO0.'s, 42 percent
are owned by conmercial insurance
gonpames or Blue Cross-Blue Shield
"Some HMOQO ' s enploy doctors in a
clinic or hospital-lIllte buildings. Oh-
ers run networks of hundreds or thou-
_'sands of doctors who practice in their
private offices. in either case. people
joining HMO0.’s rmust usually aban-
don the traditional system of choos-
i ng any doctor they want and being
rei mbursed from health insurance
plans. . . .. '’
HMO0.'s Ready to G ow
Kenneth S. Abranpwitz, an anal yst
--at Sanford C. Bernstein, a Wall Street
research’fii’'m said that even without
any - new Federal health-care
changes, the percentage of Ameri-
cans with private health insurance
who are enrolled in HMO’'s would
grow fromthe current 24 percent to
percent in the year 2000. The pro-
cess, he added. would be much faster
under managed conpetition. |,
ul envision the insurance conpa-
nies transforning thensel ves into
H MO. s or getting out of the busi-
ness," M. Abramow tz said.
The precise inmpact on the health
i nsurers woul d depend on the struc-
ture of the health alliances, and there
is still much debate over which insur-



