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Although there has been a great deal
of research confirming the high cost
of diabetes, there has been rela-

tively little published medical literature
directly addressing ways to manage these
costs. This has, however, been an area of
great concern for the many enterprises
now involved in offering "managed care."
On September 12, a symposium spon-
sored by the Juvenile Diabetes Founda-
tion and Becton Dickinson addressed the
topic of "Disease State Management: Dia-
betes as a Model for Managed Care." Barry
Ginsberg, Medical Director of Diabetes at
Becton Dickinson, NJ, and conference or-
ganizer said, "It is certainly an interesting
time for the health care profession." Dia-
betes, according to Ginsberg, has become
a "make or break model for managed care
and managed competition."

Janice Cannizzo, Director of Mar-
ket Planning at Becton Dickinson, de-
fined managed care as "a set of contrac-
tual relationships between providers,
practitioners, employers/payers, and in-
surers to provide organized health care to
a specific group of consumers, with the
goal being to control costs and, now in-
creasingly, to control quality as well."
Cannizzo asserted that "improvements in
quality actually [can] come at very low
cost," without presenting evidence in
support of this assertion. The "health care
dream" of combining universal access,
freedom of choice, and cost control is not,
however, itself achievable, as the former
two aspects lead inevitably to increased
costs. Thus, current directions in man-

aged care are moving in the direction of
controlling "access" with use of primary
physicians as "gatekeepers" to achieve
"appropriate use of resources," with the
guiding principle being that "care should
be delivered by the lowest cost provider."
Cannizzo referred to there being a direct
correlation between "control of cost" and
"control of choice." She stressed the im-
portance of information technology, say-
ing, "The organizations that succeed will
be those that have good information." In
general, this is particularly true of the
largest plans.

One of the interests of the man-
aged-care enterprises is "disease state-
specific management." There has been in-
creasing focus on those patients who
incur the greatest costs. The most ill 1% of
the population use 30% of health care re-
sources, while the least ill 50% use 1% of
these resources. Under these circum-
stances, treatment of those chronic condi-
tions particularly associated with in-
creased health care costs becomes crucial
in determining "the bottom line." Diabe-
tes, while affecting 2.8% of patients, di-
rectly accounts for 5.8% of health care
costs, and by virtue of its associated ill-
nesses accounts for 12% of total health
care expenditures, or over $100 billion
annually. This is second only to cancer in
chronic disease cost, and ahead of hyper-
tension, asthma, arthritis, and a variety of
other conditions. Under the new systems
being developed by managed care enter-
prises, particularly costly (i.e. ill) patients
may be assigned "case managers," usually
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nurses, who try to oversee the care of
these individuals in order to decrease
costs. An example of the patient care
functions that these managers perform
would be to maintain frequent telephone
contact with individuals who have shown
poor compliance with medications. Can-
nizzo pointed out that, for example, "in
organ transplants over 40% of patients
don't take the drugs on a daily basis."

The new programs rely exten-
sively on "practice guidelines." Cannizzo
pointed out that "in the future [HMOs
will develop] detailed rather than broad
guidelines." Further, she discussed the
impression among these organizations
that physicians "really don't know how to
follow guidelines." The important ethical
and medical issues related to participa-
tion in patient care by the HMOs does not
seem to have been addressed. She as-
serted that "long-term, it will be very
good for diabetes," but did acknowledge
that "in the short-term—now—a lot of
organizations are looking only at cost."

Don Etzwiler, president of the In-
ternational Diabetes Center in Minneapo-
lis, MN, agreed that "the next decade is
really going to be turmoil." Achieving a
level of care similar to that in the DCCT,
where intensively treated patients were
called weekly—an intervention not pro-
moted by the current health care sys-
tem—will be a tremendous challenge. In-
terestingly, Bill Herman, of the Division
of Diabetes Translation, CDC, Atlanta, in
discussing the economic aspects of the
DCCT, was able to present data suggest-
ing that intensive treatment was prefera-
ble to conventional treatment, but only
after 18-20 years. "It may not," he com-
mented, "be in an HMO's interest to pay
for intensive treatment if they don't have
to pay for the late complications." This is,
of course, the current situation, where it is
politically unlikely that Medicare insur-
ance will be changed substantially, repre-
senting a safety net not only for individu-
als with potential disability, but also for
the HMO industry.

Currently, Etzwiler pointed out,
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only 2.5% of diabetes treatment is given
by diabetologists and endocrinologists,
21.2% by other specialists, and the re-
maining 76.3% by primary care physi-
cians. Given the general direction of man-
aged care, it is unlikely that there will be
an emphasis on increasing specialty care.
HMOs have decreased health care costs
by 12% in Minnesota, and they have been
most interested in price and cost control,
with patient satisfaction rather than the
level of patient care per se, being a con-
cern from the perspective of "marketing"
their services. Capitation and global bud-
get limits have had tremendous adverse
effects on health care professionals. From
the health care provider perspective,
Etzwiler stressed that tremendous efforts
have been needed to reduce costs while
maintaining quality. Many groups were
unable to "stay in business" with these
pressures, and treatment approaches
such as patient education have not been
encouraged by the managed care provid-
ers in Minnesota. Health care administra-
tors suffer from "the short horizon," so
that cutting costs has become paramount,
and it is very difficult to encourage pa-
tients to, for example, perform frequent
home blood glucose monitoring, as this
clearly increases short-term costs.

Roger Mazze, also from the Inter-
national Diabetes Center, discussed
"staged diabetes management as a model
for managed care." He mentioned that be-
fore the advent of managed care, aca-
demic medical centers were regarded as
centers of excellence, and they were al-
lowed to establish what constituted good
care, as well as to establish fees for their
services in providing such care. Now, nei-
ther of these determinations is made by
the academic center. Less than half of in-
dividuals with diabetes in Minneapolis
perform home blood glucose monitoring,
and only one quarter have glycated hemo-
globin levels in the "good control" range.
Costs, however, are high. Mazze asked
why cost does not equate with quality. He
speculated that this is due to the lack of
workable criteria for good care, and that
practice guidelines, to be modified at each

locality, are necessary for such criteria to
be usable. He described the implementa-
tion of "a staged diabetes management"
method, an algorithm-governed ap-
proach to the medical care of individuals
with diabetes. With such an approach,
targets such as glycemic control, lipids,
and blood pressure are predefined for
various categories of patients, with man-
uals of operation used to achieve unifor-
mity of care among "providers."

A program of this type of "nurse
clinician management of diabetes in man-
aged care" was described by Mayer Dav-
idson, UCLA, Los Angeles. The program
was based on the concept that "appropri-
ate diagnosis and treatment can be made
with a minimum of physician time if a
well-trained nurse intervenes with pa-
tients." Prior to institution of the pro-
gram, only 5% of patients in the UCLA
clinic had an eye examination, 22% an
ophthalmologic referral, and 6% a foot
examination each year. The nursing inter-
vention included education, dietary
counseling, glycemic control, lipid man-
agement, obtaining (and often, he men-
tioned, actually reading) retinal photo-
graphs, and instituting foot care. Blood
pressure control was referred to the pri-
mary physician, but both the physician
and the patient were given written notifi-
cation if the blood pressure was elevated.
Nurses saw the patients three times
yearly, with the program physician seeing
the patient yearly. The nurses' examina-
tions include blood pressure and pulse
measurement with assessment for ortho-
static change, assessment of the feet, deep
tendon reflexes, and vibratory sensation,
and fundus photography. Laboratory as-
sessment includes fasting blood glucose
and glycated hemoglobin measurement at
2-month intervals and lipid profile, urine
analysis, urine albumin, and serum creat-
inine assessment yearly.

Davidson described the detailed
written protocols upon which all treat-
ment is based. Listing the various treat-
ment plans gives a flavor of the level of
complexity of the system, which includes
separate plans for diet treatment, sub-

maximal sulfonylurea treatment, maxi-
mal stable sulfonylurea treatment, initia-
tion of insulin treatment, split/mixed
insulin treatment, premeal regular with
NPH or ultralente treatment, lipid treat-
ment, gestational diabetes treatment (in-
sulin or diet), pregestational diabetes
treatment, etc. Decisions regarding refer-
rals are also based on specific algorithms.
These include both emergency and non-
emergency programs for retinopathy, foot
care, renal failure, and impotence. David-
son presented data (not from concur-
rently studied control patients, but rather
from groups felt to be roughly compara-
ble) suggesting that this program resulted
in lower hospitalization rates and greater
falls in glycated hemoglobin levels than in
other HMO settings.

Are these approaches being ex-
tended to larger populations? Ray Favius,
medical director for US Healthcare of
Blue Ball, PA, spoke on the current efforts
of his organization to develop a Diabetes
Health Care Program, which is being
called "US Diabeticare." He described US
Healthcare as an "IPA-HMO" with 1.7
million members, in which primary phy-
sicians were capitated, while specialists
were reimbursed on a fee-for-service ba-
sis. Apparently, a recent survey by the Na-
tional Committee for Quality Assurance
(NCQA) found that US Healthcare was
comparable to Kaiser and United Health,
two other large HMOs, in most areas of
health care treatment, but that an impor-
tant marker of quality care, yearly eye ex-
aminations for diabetic patients, showed
a frequency of 51% and 60% for Kaiser
and United Health, but only 33% for US
Healthcare. While Favius did not explic-
itly link this to the new program, it ap-
peared that this deficiency was an impor-
tant motivating force for his organization.

He described a three-part "medi-
cal management paradigm" of "identifica-
tion, intervention, and impact assess-
ment" that would be applied to the
diabetes treatment program. First, indi-
viduals with diabetes are being identified,
using laboratory data, pharmacy data,
hospitalization claims, etc. Analysis of
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utilization of medical resources, total
costs, medications (e.g., insulin vs. oral
agents), and laboratory data would then
be used to determine the severity of ill-
ness for individuals so identified. In re-
sponse to a question as to whether this
violated patient confidentiality, Favius
declared that the membership agreement
specifically authorizes access to all as-
pects of the medical record by the organi-
zation. After identification and determi-
nation of disease severity, interventions
on the part of US Diabeticare would in-
clude education, both of patients and of
physicians, referral of patients to other
providers when deemed appropriate, and
initiation of comprehensive case manage-
ment services to promote better access,
coordinate home care, enhance medica-
tion compliance, refer to support groups,
and even "promote flexibility in benefit
design to meet treatment needs." For ex-
ample, pregnant women with diabetes
would be assigned to a case manager, a
neonatologist, and a high-risk obstetri-
cian. All diabetic women of childbearing
age might be given counseling on precon-
ception control. Diabetic patients with
proteinuria might be referred to a neph-

rologist. An even more ambitious inter-
vention, which might be implemented as
a pilot program, would be to assign the
most ill subgroup of diabetic patients to
additional treatment.

Favius described a plan for a task
force to address the possibility of "con-
centrating the diabetic population
through a network of integrated special-
ists." US Healthcare plans to measure the
effectiveness of these programs by assess-
ing clinical outcome, functional status,
and laboratory results. Visits to the pri-
mary physician and to specialists (partic-
ularly ophthalmologists), glycated hemo-
globin, cholesterol, and urinary albumin
measurements, and patient knowledge
and satisfaction might be specific mea-
sures. Favius explained how the program
might affect primary physicians. "They
know how US Healthcare works," he said.
"In the beginning we just send reports.
Once we have confidence in it," he ex-
plained, US Healthcare "creates incen-
tives by adjusting provider reimburse-
ment based on assessed performance."

The growth of managed care has
been driven by the discrepancy between
the 11% annual increase in health care

costs on the one hand, and the 6% annual
increase in GNP and 1% annual increase
in the population of the U.S. Despite
these costs, the U.S. ranks 16th and 17th
in female and male life expectancy and
20th in infant mortality among OECD
countries. Gregory Schmid, an economist
at the Institute of the Future in Menlo
Park, CA, explains that the general trend
in managed care has been to move to con-
tractual relationships where there is a lim-
ited amount of money for each patient so
there is incentive for cost savings. There is
a parallel move for maximizing the profit.
"By managing the incentive," Schmid fur-
ther explained, "you also are changing the
incentive to expensive care even when it
might be appropriate. There is a real dan-
ger about that." "Quite often," said Can-
nizzo, "doctors are measured on medical
and pharmaceutical costs, with penalties
for overuse." Etzwiler stressed that the
claims that "It isn't going to happen here"
and "We won't let it" are "non-options."
Managed care will have tremendous ef-
fects on our ability to treat diabetes over
the coming decades. It will be crucial to
pay close attention to these develop-
ments.
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