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Members Lament

The Ups &

By Joseph A. Vater, Jr.,
Meyer, Unkowic, & Scott, LLP

ne nagotiations between Highmark and UPMC

have engandered Neatad AISCUSSION WiIthin Te com-
munity at phianmropic Circies and business
nghsEoenanynasupﬂshgshoemefalm
of Me |argest haalh Insurer and largest health care

provider 10 enter IMo 3 new long-temm agreement wil
have 3 signifcant Impact on westem

and em H Wesham
Berrei/ania Smployers nave neibricaly been 30e 1

Provided access to virualy every medical provider in
the area. If Highmark and UPMC are unable to agree

a long-2m confract (even though a short-temm
-t Was reached In Decamber, 2011), there is
no doubt that once the short-temm extension IS up,
employers and employees will have Melr nealth
INSUraNce words tumad upsice down. Whike most of
the discussion has voived the Impact of the falure of
Highmark and UPMC to renegotiate their contract, this
articie wil focus on the potential effect If these two
parties agree 10 continue ther relationship.

2002 Contract

In attempting to pradict the Auture, It Is sometmes
hedprul 10 Step back and take 3 look at history. In 2001
and ona
confract that was 10 expire on June 30, 2002. At that
time, Highmark was critical of UPMC's cost and UPMC
w3s compiaining hiat Highmark contnued to Increase
premiums. In 1398, estaished an Inswrance
pian !at did not Inci carain UPMC faciiies. That
program was known 3s Community Blue. Community
Blue proviced an option for employers 1 select 3 more
affordabie heat plan with a regucead network.

and their cheered the resolution
of mhmm 1Dyeasofpeaeemat
the contract would provide.

Ten Years of Peace

Wnat has baen e Impact of the past 10 years of
peace? The stated purpose of e Community Blue
Program was tD compate with the UPMC Health Plan.
However, the Wiast Pann and Al y Genaral
Hospitals would have bean In the Blue
network. If tNat program would have Deen SUCCcess,
more revenue would have been direciad o the West

WNW.STICOE




Downs of Health Care

in Western Pennsylvania

Penn Allagheny Health System (WPAHS) providers.
However, In aany 2003, Highmark announcad that i
was dscontinuing Community Blue at the end of 2003,
For 3 very concise articie about the Community Blue
and its SCOMNLENCE, MEview
Pamela Gaynor's aricle of March 27, 2003 In the Post-
Gazetts. Today, Highmark and UPMC have Increased
market share. WPAHS, UPMC's malor competor In
wesiem vania, was naar run ang H
Indicated that If nad to act to support that system or
othenstse colapse was a real possiiity. Prior to
HIghMank's Investment In WPAHS, 1t sued UPMC and
HIghmark for anttrust violation. Heath Insurance
premiums In westem Pennsyhvania have fsen on
average faster than the national average.

Teday

The iack of 3 long-term contract Detween Highmark and
UPMC has resufied In actwity. For one side,
UPMC s now offering Its Tull network 10 HealthAmerica,
Astna, United Heaith Care and Cigna. These
competitors of Hghmank have been hamsrung
previously In Telr abiity to compete In westem
Pernsyhvania with H because of thelr iack of
contract between U and those INSUress.

Melmmmnaveamaragmmm
UPMC and have baen
uﬂnesslnwestempenmywm‘mmmsme.

has come to the financial rescue of the

AHS. Highmark previously had unded the merger

of the West Pern Healhcare System with Allagheny
General Hospital In 2000. Highmark has publicly
Incicated s intent to estabilsh an INsUrance plan win
lower premiums to Insured DBSQOIW!U’E

that would be In the network. This sounds
similar to the Community Elue Program that Hghmark
abandoned In 2003.

Tomerrow

Knowing whese you have Deen Nas always been an
easler task than dscovenng where you will be
However, smal business should consioer possible
consequences of Highmark and UPMC entenng Into 3
new contract. First, what wil be the
rembursements? It Is my Uncerstanding
that UPMC has emterad Into comtracts with the other
InSUrars on the same reimoursement 1ems that it nad
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proposed 1o Highmark. Highmark has labeled those
Increases excessive and INdicated that It wil anve up
mmmmm&
negotatad lower rates, Highman once again be
put at 3 competitive advantage 10 the other haalth
Insurers and could continue s grip on the westem
Pennsylvania heah Nsurance market

Sacond, I an t i5 reached, would H

nave the same V5 10 Invest the Jollars Necessary
10 enadie the WPAHS 10 regain market share. If
Highmark has anomer 10-year contract, It may not see
e nacassity to Invest the needad funds I the WPAHS.

Third, If there is an agreement detween Highmark and
UPMC, wil estabilsh 3 tered | . If the
nwmmnsm.wmmmmrmoe
avalabie through HIghmark. If the answer 10 that is yes,
why would UPMC provide Highmark with its network to
saisrymmmleamemumeoe
content with Highmark estabishing 3 tierad

Mat would benent 3 competing healtn sysiam, which
HIghmark would own

Fourth, 1t is my understanding that If the long-tem
contract i not renewed next year, Hohmark would be

more agreeable to offer 3 fuly Insured program o
Wmm&ﬁlmmmm
errpsoyertonavememooyeeswm-iwmm
with other Insurers. This Is something
MHmmooesnotoﬂertomostdmsenm
Qroups. However, If 3 oNg-1em agreamen: Is reachad,
does that maan that Highmank will change 1is policy?

I 3 long-term contract Is not reached this year between
Highmark and UPMC, there wil no doudt be Frouble.
However, before Insisting that Highmark and UPMC
enter nto 3 new COMract, emy shoud
ask what the long-2m Impacts would be I such a
contract were anterad Into between these two moguis.
Do employers belisve that competiton among health
Insurers has | 7 Has com heaith
care provicess Improved” | venture 10 s3y that the
answer to those questions Is “No." Similanly, the same
questions should be 3skad conceming e Impact of 3
8w between Highmark and UPMC.
Whataver you answer to those might be, not
2nough ASCUSSION IS OCCUITING ON Mese IMpacts yet. =

(Soe the Cover Article on Page 14-16 for an Ecomnomilo

Outiook on the ctate of lococal health ocare lccues!)
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