
 

 
 
 

 
 
 
 
 
 

Article from: 
 

The Actuary 
 

March 1972 – volume 6 - Issue 3 



March, 1972 I’ II F: A C 1’ U A R Y Page Five 

MO 
(Contbu~ed from page 2) 

to deliver services, not simply to reim- 
burse him for their cost. In this respect, 
of course, it sharply differs from the tra- 
ditional health insurance plan. It may 
fulfill its obligation directly, through its 
own staff and facilities, or indirectly, 
through arrangements with others. 

The concept provides for a wide vari- 
ation in structure, ranging from the 
Kaiser Health Plan, with strong central 
control, ownership of medical and hospi- 
tal facilities, and a salaried staff, to the 
San Joaquin Foundation Plan,with mini- 
mal central control and services provid- 
ed through contractual arrangements 
with community hospitals and private 
physicians in independent practice. 

Several bills relating to HMO’s are 
currently pending in Congress. These 
bills concern grants and loans, Medi- 
care, and other federal programs. Bills 
to give authority to operate an HMO 
are before various state legislatures. 

Functional Components 

-e 
Whatever its structure, the HMO must 

rovide for ‘four- basic functions: They 
are: 

(1) Management-organizing, financ- 
ing, contracting with providers, contract- 
ing with enrollees, contracting with, 01 
assuming functions of, carrier, manag- 
ing. 

(2) Carrier-designing contract with 
enrollee, determining premium and re- 
serve requirements, providing out-of- 
area coverage, marketing, fiscal admin- 
istration, reinsurance. 

(3) Medical-providing medical ser- 
vices promised in contract with enrollee. 

(4) Hospital-providing hospital ser- 
vices promised in contract with enrollee. 

Management and carrier functions 
may be conducted by the same or sepa- 
rate entities. Additional functions may 
be involved if the plan provides addi- 
tional services such as extended care, 
prescription drugs, etc. 

Insurance Company Roles 

There are a number of roles in the 
.mation 

a 

and operation of an HMO 
hin the competence of an insurance 

company. They include: 

(1) Owner-organizing and operat- 
ing an HMO, directly or through a sub- 
sidiary. 

(2) Consultant - advising manage- 
ment with respect to organization, bene- 
fit design, rates and reserves, administra- 
tion, marketing. 

(3) Carrier-performing usual insur- 
ance company services like marketing, 
collection of premiums, etc., providing 
out-of-area coverage, reinsuring. 

(4) Finance--lending funds for start 
up and operating cost, acquisition of 
physical facilities. 

These roles may be conducted sepa- 
rately or in combination. All, of course, 
are subject to legal considerations, in- 
cluding the prospective legislation men- 
tioned above. 

Outlook 

There are 25 community-wide plans 
now operating, ISO others serving spe- 
cial groups, primarily unions. New 
HMO’s are forming in almost every 
major metropolitan area. 

The federal government is currently 
engaged in a vigorous effort to promote 
the plan. The plan has good support in 
both political parties, so the pressure- 
and funds to make it effective-will 
probably increase. 

Prejudice within the medical profes- 
sion is rapidly breaking down. The big 
question is whether the public will nc- 
cept this form of health care and in ad- 
dition be prepared to pay the relatively 
high cost of this service. 0 

BOOKS 
We have been askecl for names of 
colleges and universities that would 
welcome copies of the Transactions 
and other actuarial volumes which the 
owner wishes to donate. Further, 
there are a few gaps in the Society’s 
library which might be filled from 
such donations. 

Any member wishing to donate any 
actuarial books should send a list of 
the volumes available to Mr. Watson 
in the Chicago ofFice. 

Do not send books to Chicngo-- 
only the list. 

The various actuarial schools listed 
in the June I.971 issue have been ad- 
vised. 

Any member interested in selling 
or purchasing actuarial books should 
also get in touch with Mr. Watson. 

MORE ON HMO 
We wish to draw our readers attention 
to the following announcement from the 
Department of Health, Education, and 
Welfare. 

The Health Maintenance Organiza- 
tion Service is preparing a National 
Roster of Professional Consulting Ser- 
vices for use by the Health Maintenance 
Organization Service and other interest- 
ed organizations. 

This roster will be used by the Health 
Maintenance Organization Service and 
other groups which need the services of 
professional consultants in disciplines 
related to the functions of a Health 
Maintenance Organization e.g. account- 
ing, marketing, actuarial, business man- 
agement, group practice development, 
hospital administration, health insur- 
ance, medical records, record keeping 
systems, etc. 

Any member of the Society or of the 
Academy wishing to offer services which 
may be useful to an HMO may have his 
name listed in the roster by sending the 
following information: name, address 
and telephone number; major areas of 
expertise; at least three (3) references. 

Please send all replies to the follow- 
ing address: 

Mr. Gerald Evans, Health Maintenance 
Organization Service HSMHA, Division 
0:’ Training and Technical Assistance, 
Room 13A-21, 5600 Fishers Lane, 
Rockville, Maryland 20852. cl 

THE BOARD OF GOVERNORS’ 
NEW YOUTHFUL LOOK 

by Robert H. Hoskins 

After the results of the balloting for the 
Board of Governors of the Society of 
Actuaries were announced at Toronto, I 
heard someone remark that “the average 
age of the Board of Governors must have 
dropped five years.” 

While chronological age is not easy to 
check, the year of Fellowship in the 
Society, which presumably bears some 
relationship to age, is readily availnb!e. 

Median Fellowship Year 
The median year for attaining Fellow- 

ship was 1946 for last year’s Board 
members and 1951 for this year’s Board. 
The overheard comment about five 
years, therefore, was certainly appropri- 
ate. If one relates each Board to the 
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