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The Problem

In 1997, approximately 1.75 million adult insured Cali-
fornians reported that, as a result of their health plan’s
decisions, they had not received the most appropri-
ate medical care or what they needed; 1.6 million re-
ported that there were delays in getting needed care;
and nearly half a million (480,000) reported that they
were denied care or treatment. Of even more concern
to policy makers and consumers is our finding that a
substantial proportion of Californians who experi-
enced these problems reported that they resulted in
serious health consequences.

♦ Nearly half of those who were denied care or
treatment reported that the denial resulted in the
worsening of their health condition or led to a
new health problem not previously present.

♦ More than one-third of those who reported that
there were delays in getting needed care reported
that their health worsened or they were perma-
nently disabled as a result.

♦ HMO enrollees are more likely than PPO enroll-
ees to report that the problems they experienced
with their health plans led to adverse health out-
comes.

To increase consumer confidence that health plan de-
cision-making is appropriate and in the best interest
of the health of patients, reforms are needed that es-
tablish consumer protection standards in managed
care plans and hold plans accountable for the adverse
health outcomes of their utilization review decisions.
Reforms such as health rights hotlines, ombuds pro-
grams or a system of external review of health plan
decisions are also needed to give consumers a place
to go if they encounter problems with their plan.

Policy Options

❖ Establish a system of independent, external review
of health plan decisions to prevent, to the extent
possible, harm to patients resulting from health
plan decisions to delay, limit or deny care.

❖ Consider establishing a process that would expand
the liability of health plans for harm to enrollees
due to wrongful denials or delays of health ser-
vices, as part of a comprehensive package of re-
form to increase health plan accountability to con-
sumers.

❖ Establish statewide minimum standards require-
ments for quality assessment and assurance for all
health care service plans and health insurers in
California.

❖ Establish ombuds programs and consumer rights
hotlines to assist patients in resolving their prob-
lems with their health plan.

The Evidence

♦ Many patients who experienced health plan de-
nials and delays reported a worsening of their
health condition as a result.

Of those who reported that their plan denied care or
treatment, 50% reported that their health condition
worsened as a result (Exhibit 1).

The second most commonly reported health conse-
quence associated with health plan denials and delays
was the development of a new health problem that was
not previously present.

Most troubling is our finding that, for 10% of enrollees
who did not receive the most appropriate care and 9%
who were denied care, they report that these problems
resulted in a permanent disability that negatively af-
fected activities of daily living.
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EXHIBIT 1: HEALTH CONSEQUENCES OF CONSUMER
PROBLEMS WITH HMOS AND PPOS, CALIFORNIA, 1997

Source: California Managed Healh Care Improvement Task Force
Survey of Public Perceptions and Experiences with Health
Insurance Coverage, 1997

♦ HMO enrollees are more likely than PPO enroll-
ees to experience adverse health outcomes as a
result of health plan problems.

As Exhibit 2 shows, HMO enrollees are more than twice
as likely as PPO enrollees to report adverse health con-
sequences arising from health plan decisions affecting
the appropriateness of care, delays in receiving needed
care or denials of care.

We observed very little difference in the health conse-
quences patients experience as a result of decisions
made by different types of HMOs, with rates of wors-
ening of health conditions and new health conditions
being nearly identical for IPA/network HMOs and
group model HMOs.

EXHIBIT 2: HEALTH CONSEQUENCES OF CONSUMER
PROBLEMS WITH HEALTH PLANS, CALIFORNIA, 1997

Source: California Managed Health Care Improement Task Force
Survey of Public Perceptions and Experiences with Health In-
surance Coverage, 1997

Most troubling was our observation that the rates at
which consumers report that their health plan prob-
lem resulted in a permanent disability was approxi-
mately six times higher in HMOs compared to PPO
plans.

These data support recent state and federal proposals
to enhance health plan accountability and assure that
responsible treatment decisions are made. Account-
ability can be improved through establishing systems
of external review and by expanding health plan li-
ability. External review can be viewed as a preventive
measure used before harm to the consumer has arisen
from a health plan decision to limit, delay or deny
treatment. Health plan liability can compensate con-
sumers who have suffered harm as a result of a health
plan decision.

Managed care consumer assistance programs such as
health rights hotlines or ombuds programs are other
approaches that can be implemented to enhance con-
sumer protection standards in managed care. These
programs can inform enrollees about their rights and
responsibilities and how their health plan operates,
and can provide assistance to consumers who need
help navigating the managed care system.

There are potential costs involved in establishing these
programs, including possible increases in premiums
associated with increased utilization of services, and
an associated increase in the number of uninsured.
These potential costs must be weighed as policy mak-
ers seek methods to enhance health plan accountabil-
ity for consumers in California.
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