BRAND IDENTITY

An Opportunity for HMOs To Use Marketing
To Increase Enrollee Satisfaction

RICHARD B. DWORE, PH.D.*, BRUCE P. MURRAY, PH.D.T, ROBERT P. PARSONS, PH.D.**, GARY GUSTAFSON, M.P.A.*

*College of Health, University of Utah, Salt Lake City; TUtah Hospital & Health Systems Association, Salt Lake City;
**Marriott School of Management, Brigham Young University, Provo, Utah; *William M. Mercer Health Plan
Solu tions, Salt Lake City

ABSTRACT

nation of marketing components
(i.e., service, price, access, and pro-
motion) of commercial health main-
tenance organizations (HMOs) that
are related to overall enrollee satis-
faction. The researchers focus on fac-
tors that commercial HMOs control
directly — specifically, health care or-
ganization and financing.

Purpose: To identify the combi-

Design: Descriptive (mail order).
Methodology: This study uses na-
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tional data provided by a major health
benefits consulting firm, which col-
lected data from a 1997 calendar year
mail survey of HMO administrators.
The administrators responded to an
extensive survey, which tapped se-
lected HMO marketing-mix compo-
nents and the percentage of surveyed
members who indicated satisfaction
with their HMOs. To test hypotheses,
researchers treated marketing-mix
components as independent variables
and enrollee satisfaction as the de-
pendent variable.

Principal findings: This study
found statistically significant rela-
tionships between overall satisfaction
and HMO providers’ quality; access,
particularly to specialists and out-of-
network providers; waiting times for
physician services; customer service;
and disease prevention/health pro-
motion programs. The researchers
did not find significant relationships
between overall satisfaction and ac-
creditation by the National Commit-
tee for Quality Assurance (NCQA),
the presence of physician gatekeepers,
numbers of providers, or financial
indicators. The relationship between
overall satisfaction and utilization
was mixed. This study’s findings are
largely consistent with the literature,
consumer- and professional-group
position papers, and the President’s
Advisory Commission on Consumer
Protection and Quality in the Health
Care Industry.

Conclusions: HMOs can use mar-
keting as a way to address problems
and pursue opportunities identified
by enrollees. As these findings
demonstrate, certain features of
HMO design are more appealing to

patients. By focusing on these prefer-
ences, HMOs can adopt a responsive
market orientation that gives rise to
more effective marketing mixes and
hence improves enrollee satisfaction.
With improved satisfaction, enrollees
generate less need for government in-
tervention through regulation or leg-
islation.

Key terms: Health care marketing,
enrollee satisfaction, marketing ori-
entation, HMOs, managed care.

INTRODUCTION

Approximately 181 million Ameri-
cans are enrolled in managed care or-
ganizations, including 67 million in
health maintenance organizations
(HMOs).! HMOs originally were de-
signed to provide access to high-
quality health care while containing
costs. The premise of HMOs is that
one organization is responsible for
organizing and financing health ser-
vices. Ideally, HMOs assure access
through hiring or contracting with a
sufficient quantity and a range of
providers in appropriate geographic
locations. Through prepayment,
HMOs work within a finite budget,
review utilization, allocate resources
rationally, and thus contain costs.
HMOs address quality through
provider selection, internal peer re-
view, and external accreditation.

This ideal also has a downside.
HMOs are a major departure from
traditional indemnity health insur-
ance. In comparison with indemnity
plans, HMOs generally charge lower
premiums, copays, and deductibles.
The tradeoff is that HMOs actively
manage care and costs. Thirty-five
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years ago, MacColl identified condi-
tions necessary for effective compre-
hensive care. Several of these condi-
tions continue to affect HMO costs
and enrollee satisfaction:

+ Control of the usage of services;

+ Control of the facilities;

+ Controls involving the producers
(providers) of services;

+ Clearly defined terms of the service
contract; and

+ Tightly integrated and centralized
management of the entire opera-
tion.?

HMOs have an inherent financial
incentive to contain cost through ra-
tioning expensive services. HMOs do
show lower utilization rates of costly
services, particularly inpatient hos-
pital services. Enrollees are becom-
ing aware of HMOs’ potential con-
flicts of interest and question whether
providers represent their interests
(i.e., quality) or those of stockholders
(i.e., profit maximization). When
there is no definitive answer regard-
ing medical protocol, patient trust in
his/her physician’s recommendations
is paramount. If patients believe that
physicians have conflicts of interest,
maintaining trust is difficult.’

Isaac identifies a sizeable gap be-
tween available information and con-
sumer awareness. For example, (1) a
majority of Americans had never
heard of managed care plans and did
not know what the term meant, and
(2) managed care enrollees believe
that they lack information needed to
make informed choices.*

Consumers are more likely to be
satisfied if they have a choice between
managed care and fee-for-service
plans.>® To contain health care costs,
however, many employers unilater-
ally switch from indemnity to man-
aged care. Employers commonly do
not share with employees published
reports on HMO plan quality and pa-
tient satisfaction.” Regardless of the
HMO’s merits, employees commonly
view their lack of participation in de-

cision making and their subsequent
loss of choice as a “takeaway.”

Due to a combination of high ex-
pectations and historical compari-
sons with indemnity plans, HMOs
are experiencing negative publicity
from high-profile errors and everyday
disappointments. For example, the
article “Health Groups Cut Costs by
Dropping Drugs” states that many
HMOs eliminated coverage of sev-
eral new and popular drugs and/or
passed on their costs to enrollees.?
Other headlines illustrate dissatisfac-
tion with managed care (e.g., “The
Managed Care Backlash and the Task
Force in California”).’ Observing that
significant percentages of Americans
are reporting dissatisfaction with
HMOs and reacting anxiously to
highly publicized failures, Blendon et
al concluded that there is a backlash
against managed care.!

Enthoven and Singer summarized
HMOs’ relationship with enrollees in
these terms:

HMOs are not helpless victims of
managed care backlash. Rather, at
times, they seem to be their own
worst enemies. ... Some health
plans have been insensitive and
unresponsive to consumers and
have treated employers instead as
their primary customer....
Health plans should involve con-
sumers in a process of continu-
ous quality improvement....
Many plans have done a poor job
of recognizing and responding to
consumers’ and patients’ con-
cerns by failing to provide innov-
ative products with attributes
that are desirable to consumers.’

Consumer and provider groups
have issued critical reports and cor-
rective recommendations for man-
aged care organization and financ-
ing. In response to this dissatisfaction,
President Clinton in 1997 appointed
the President’s Advisory Commission
on Consumer Protection and Quality
in the Health Care Industry. This ac-

regulation or legislation.

prises eight broad areas:
I. Information disclosure

III.
IV.

Access to emergency services

cisions
V. Respect/nondiscrimination
VI. Confidentiatity of health in-
formation
Complaints and appeals
Consumer responsibilities

VIIL.
VIIL

eral provisions:

health care.

necessary.

der an approved treatment plan.

a prudent layperson standard.

definition of marketing:

Analysis, planning, implementa-
tion, and control of carefully for-

tion publicly acknowledged managed
care’s difficulties, its inability to self-
correct, and the potential need for
government intervention through

The President’s Advisory Com-
mission recommends protecting con-
sumers through provisions that are
consistent with the literature. The
overall focus is increased satisfaction
through improved quality, informed
choice, and expanded access: The Bill
of Rights and Responsibilities!! com-

II. Choice of providers and plans

Participation in treatment de-

Health care organization and fi-
nancing are addressed through sev-

+ Choice of plans wherever feasible.
+ Choice of providers to ensure ac-
cess to appropriate high-quality

+ Provider network adequacy, in
terms of numbers and types of
providers, outside the network if

+ Direct access to qualified specialists
within networks. Authorizations,
when required, should encompass
an adequate number of visits un-

* Access to emergency services using

Many of these issues can be ad-
dressed through marketing. Through-
out the remainder of this paper, the
authors apply the Kotler and Clarke
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mulated programs designed to
bring about voluntary exchanges
of values with target markets for
the purpose of achieving organi-
zational objectives. It relies heav-
ily on designing the organiza-
tion’s offerings in terms of the
target markets’ needs and desires,
and on using effective pricing,
communication, and distribution
to inform, motivate, and service
the markets.!?

Drucker writes that the aim of
marketing is to know and understand
the customer so well that the product
or service fits him and sells itself.'?

A major goal of health care mar-
keting is to meet organizational ob-
jectives through satisfying the patient
or enrollee. Satisfaction with HMOs
is associated with continued enroll-
ment, a favorable influence on po-
tential enrollees, patients keeping ap-
pointments, patients complying with
regimens, and better outcomes in
chronic disease.!* Dissatisfaction is
associated with physician shopping,
using nonmedical healers, noncom-
pliance with treatment regimens, dis-
enrollment, and complaints leading
to mediation, arbitration, or mal-
practice litigation.!> Marketing’s em-
phasis on enrollee satisfaction in
clinical and personal services is illus-
trated in the values statements of two
health care organizations: (1) “We
practice patient-centered care; we pro-
vide outstanding professional care;
and we treat each person with respect
and integrity, recognizing his or her
individual needs”'%; (2) “Our first re-
sponsibility is to our patients.”!”

The authors researched enrollees’
satisfaction with selected aspects of
commercial HMOs’ marketing mix.
The research question focused on de-
termining which components within
the marketing mix relate to enrollees’
overall satisfaction — and which do
not. The results offer commercial
HMOs the option to emphasize mar-
keting and/or implement changes in
marketing strategies. The researchers

recognize that health care organiza-
tion and financing affect providers’
diagnoses and treatments. The re-
searchers, however, concentrate on
factors that commercial HMOs con-
trol directly — namely, health care
delivery. The researchers do not ad-
dress Medicare or Medicaid HMOs,
believing that substantial differences
in enrollee demographics and fi-
nancing make these discrete market
segments.

METHODS

A major health benefits consult-
ing firm provided data for this study.
The firm collected and analyzed data
from a 1997 calendar year mail survey
of HMO administrators regarding
their respective HMOs. The survey
requested information on selected
marketing-mix components and the
percentage of surveyed members who
indicated overall satisfaction with
their HMO. To test the hypotheses,
the marketing-mix components were
treated as independent variables and
enrollee satisfaction as the dependent
variable.

The study universe is 740 HMOs
nationwide. While most analysts re-
port approximately 650 HMOs na-
tionally, this study universe is larger
because the data source includes plan
subsets (e.g., Kaiser Permanente sub-
mits separate data for its Northern
California and Southern California
regions). Useable responses were ob-
tained from 585 HMOs for a re-
sponse rate of 79.0 percent. The total
number of respondents for each
question varies, because not all re-
spondents answered every question.
This sample is representative of the
study universe; thus it is described as
a limited universe sample — a pro-
portion of a larger hypothetical uni-
verse consisting of all possible limited
universes.!'3

The statistical analysis focuses on
the relationship between selected
marketing-mix components and en-
rollees’ overall satisfaction with their
HMO. The cross tabulations involve

ordinal/ordinal or interval/interval
data. The researchers use the chi-
square test to analyze the data. Be-
cause this is exploratory research, the
authors chose to use three common
levels of statistical significance, .05,
.01, and .001, with .05 indicating the
least amount of significance and .001
indicating the greatest amount of sig-
nificance. Any hypothesized rela-
tionships that elicited significance at
any of these levels were considered
supported, and the significance levels
are indicated accordingly in the
tables.

The researchers define “satisfac-
tion” as meeting or exceeding expec-
tations, as set subjectively by the en-
rollee. Enrollees base expectations on
some combination of internal sources
(e.g., previous experience) and exter-
nal sources (e.g., HMO promotional
materials, media articles, published
report cards, and advice from friends,
family, and physicians). If expecta-
tions are met, enrollees are satisfied.
If expectations are not met, then en-
rollees experience dissatisfaction. The
greater the disparity, the greater the
dissatisfaction. Satisfaction is relative
to a personal standard; it also is rela-
tive to other comparison groups.
Thus, it is important to compare sat-
isfaction rates of HMO enrollees with
those of enrollees in other health in-
surance plans. It also is important to
understand satisfaction and dissatis-
faction relative to different aspects of
HMOs’ marketing mix.

RESULTS

In terms of product, there are sta-
tistically significant relationships be-
tween overall satisfaction and several
indicators of product quality (Table
1): overall plan performance (ac-
cording to the consulting firm’s scor-
ing system), federal qualification,
number of board-certified primary
care physicians (PCPs), and number
of board-certified specialists. Ac-
creditation by the National Commit-
tee for Quality Assurance (NCQA) is
not statistically significant.
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Utilization also shows mixed re-
sults: Neither average length of stay
(ALOS) nor total bed days per 1,000
population show significance. In con-
trast, maternity ALOS and total dis-
charges per 1,000 enrollees do show
significance. Aside from maternity
ALQOS, the data suggest that enrollees’
satisfaction depends more on being
discharged than on how long they
stay in the hospital. This brings into
question allegations that HMOs are
discharge patients “quicker and
sicker.”

The researchers examined three di-
mensions of access: availability of
providers (Table 2), utilization of out-
of-network services (Table 3), and
waiting time for service (Table 4).
With regard to Table 2, none of the
availability factors were significantly
related to overall satisfaction. In
short, there was no statistically sig-
nificant relationship between overall
satisfaction and numbers of pro-
viders (PCPs, specialists, hospitals, or
pharmacies); numbers of PCPs or
specialists accepting new patients; or

TABLE1 Survey of HMO CEOs: Relationship between selected HMO characteris-
tics and overall satisfaction
Chi

(n) square DF Outcome
Structure
Higher-performance HMOs
(per consulting firm ratings) Supported
have higher enrollee satisfaction 446 40.065 4 P<.001
Federally qualified HMOs Supported
have higher enrollee satisfaction 450 15.203 2 P<.001
NCQA-accredited HMOs have
higher enrollee satisfaction 453 2.032 2 Rejected
MDs
HMOs with more board-certified Supported
PCPs have higher enrollee satisfaction 422 10.229 4 P<.05
HMOs with more board-certified specialist Supported
physicians have higher enrollee satisfaction 408 13.313 4 P<.01
Utilization
HMOs with longer LOS
have higher enrollee satisfaction 335 4.848 4 Rejected
HMOs with longer maternity ALOS Supported
have higher enrollee satisfaction 348 14.213 4 P<.05
HMOs with fewer C-sections
have higher enrollee satisfaction 318 5.281 4 Rejected
HMOs with more bed days/1,000 enrollees
have higher enrollee satisfaction 357 7.079 4 Rejected
HMOs with more discharges/1,000 enrollees Supported
have higher enrollee satisfaction 347 16.594 4 P<.01
HMOs with more total mental health
and substance abuse discharges/1,000
enrollees have higher satisfaction 293 5215 4 Rejected

percentage of PCP or specialist visits,
as a percentage of total physician vis-
its. Two relationships, however, did
approach statistical significance:
number of PCPs accepting new pa-
tients and percentage of specialist vis-
its as a percentage of total physician
visits. The presence of a gatekeeper
was not significant.

Utilization of out-of-network ser-
vices (i.e., going beyond paneled
providers) was related to overall satis-
faction. There were significant rela-
tionships between overall satisfaction
and three related aspects of out-of-
network utilization: out-of-network
nonspecialists, specialists, and out-
of-area nonemergent coverage.

Waiting times showed mixed re-
sults. There were statistically signifi-
cant relationships between overall
satisfaction and waiting time in the
doctor’s office for scheduled ap-
pointments and for urgent care.
There was no significant relationship
with waiting time for routine care or
mental health visits.

Opverall satisfaction is related to
several administrative service prod-
ucts that augment the delivery of
care: percentage of employees receiv-
ing membership cards, average turn-
around time for claims, and average
turnaround time for out-of-network
claims.

Disease prevention and health pro-
motion programs are related to over-
all satisfaction. There are significant
relationships between overall satis-
faction and three product features
that augment acute care: number of
health promotion and education pro-
grams; presence of disease manage-
ment programs; and sending notices
and providing screenings and vacci-
nations. The presence of a toll-free
nurse/info health information line
was not significant.

Opverall satisfaction showed little
relationship to financial factors. The
relationship between profit status and
overall satisfaction was not statisti-
cally significant. Financial perfor-
mance indicators — operating profit
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margin, medical loss ratio, and ad-
ministrative loss ratio— show no sig-
nificant relationships with overall
satisfaction. Per-member, per-month
cost and premium ratios do not show
significance. Only one financial in-
dicator, debt-equity ratio, is related to
overall satisfaction.

DISCUSSION
Quality

Enrollees are concerned about
HMO quality, but they have their
own decision-making criteria and
sources of information. Enrollees
present a paradox. While they want
cost-effective health care, they accord
little weight to data-based, health
plan report cards. Instead, they rely
more on personal experiences and
advice from friends, family, and
physicians.!” The Institute of Medi-
cine concluded that health care ser-
vice underuse, overuse, or misuse
occur with approximately equal fre-
quency in managed care and fee-for-
service systems, yet there appears to
be widespread dissatisfaction with
HMOs.?°

Families USA, the American Asso-
ciation of Health Plans (AAHP), and
the Coalition for Accountable Man-
aged Care advocate that HMOs have
obligations to disclose plan informa-
tion and consumers have the right to
information about health plans and
how they work. The President’s Ad-
visory Commission, in its Consumer
Bill of Rights and Responsibilities,
addressed realistic expectations,
through provisions that consumers:

+ Recognize the reality of risks and
limits of the science of medical care
and the human fallibility of the
health care professional.

+ Become knowledgeable about their
health plan coverage and health
plan options, including all covered
benefits, limitations, and exclu-
sions, rules regarding use of net-
work providers, coverage and re-
ferral rules, appropriate processes
to secure additional information,

and the process to appeal coverage
decisions.!!

This study’s findings present a
challenge to NCQA and state data
agencies to market themselves to
large-scale purchasers, their employ-

ees, and beneficiaries. HMOs and
employers must understand the cri-
teria people use to make decisions
and consequently provide necessary
information, appropriate formats,
and alternative communication
channels. Consumer Reports offers a

TABLE2 Relationship between access (availability) and overall satisfaction

Chi

(n) square DF Outcome
HMOs with more gatekeepers will
have higher enrollee satisfaction 453 2.235 2 Rejected
HMOs with more PCPs
will have higher enrollee satisfaction 446 0.451 4 Rejected
HMOs with a higher percentage of
PCP visits as a percentage of total visits
will have higher enrollee satisfaction 244 6.140 4 Rejected
HMOs with a higher number of PCPs
accepting new patients have higher
enrollee satisfaction 433 9.155 4 Rejected
HMOs with a higher number of
specialists have higher satisfaction 419 2.059 4 Rejected
HMOs with a higher percentage of
specialist visits as percentage of total
MD visits have higher enrollee satisfaction 245 8.800 4 Rejected
HMOs with a larger number of
hospitals contracted with/owned
have higher satisfaction 442 7.502 4 Rejected
HMOs with a larger number of
pharmacies contracted with/owned
have higher enrollee satisfaction 408 5.126 4 Rejected

TABLE3 Relationship between access to out-of-network services and overall

satisfaction
Chi

(n) square DF Outcome
HMOs with a higher percentage
of nonspecialist visits out of network Supported
have higher enrollee satisfaction 159 30.294 2 P<.001
HMOs with a higher percentage of
specialist visits out of network Supported
have higher enrollee satisfaction 172 26.948 2 P<.001
HMOs with greater nonemergent
coverage out of service area (reciprocity) Supported
have higher enrollee satisfaction 454 19.691 2 P<.001
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model for assessing quality and re-
porting results to a lay public. It pri-
oritizes criteria, synthesizes and in-
terprets data, and then arrives at a
recommendation.

NCQA potentially offers HMOs a
competitive advantage based on qual-
ity. Through its Web site, NCQA
(www.ncqa.org) provides the public
with information on accreditation
status. The NCQA’s report cards on
each participating HMO include (1)

accreditation outcome (i.e., five rat-
ing categories ranging from “excel-
lent” to “denied”) and (2) evaluation,
relative to other HMOs, in five per-
formance categories.?’

Accredited HMOs frequently use
public relations materials and news
articles to inform their stakeholders.
Three examples serve as illustration:

“NCQA accreditation is your as-
surance that your group health

TABLE4 Relationship between access (waiting time) and overall satisfaction

review of its kind in the indus-
try.... NCQA is considered the

»21

ity.

“United Health is only one of

close as health care gets to pro-
viding a Consumer Reports or
Good Housekeeping Seal of Ap-
proval.”??

“In the most comprehensive

plan passed the toughest quality

industry’s gold standard for qual-

three managed care plans in Wis-
consin to achieve full accredita-
tion from NCQA.... NCQA is as

Chi

(n) square DF Outcome
HMOs with less waiting time for routine
care have higher enrollee satisfaction 282 1.124 4 Rejected
HMOs with less patient waiting time for
scheduled appointments with physicians Supported
have higher enrollee satisfaction 173 14.631 4 P<.01
HMOs with less waiting time for
urgent care patients to see physicians Supported
have higher enrollee satisfaction 241 12.717 4 P<.05
HMOs with less waiting time for patients to
receive a mental health evaluation have
higher enrollee satisfaction 183 5.590 4 Rejected
HMOs with less waiting time for patients to
receive mental health urgent care have
higher enrollee satisfaction 190 7.994 4 Rejected

TABLE5 Relationship between customer service and overall satisfaction

Chi

(n) square DF Outcome
HMOs with more full-time service
representatives have higher
enrollee satisfaction 357 8.679 4 Rejected
HMOs with higher percentage of enrollees
receiving membership cards Supported
have higher enrollee satisfaction 252 12.221 4 P<.05
HMOs with shorter average turnaround time Supported
for claims have higher enrollee satisfaction 369 22.600 4 P<.000
HMOs with shorter average turnaround
time for out-of-network POS claims Supported
have higher enrollee satisfaction 280 17.549 4 P<.01

guide to HMOs ever developed,
Kaiser Permanente health plans
dominate America’s Top HMOs.
Ten Kaiser Permanente Health
Plans received ‘four star’ rank-
»23

ings, the highest possible.

Access (availability)

Overall numbers of providers did

not appear to affect satisfaction. This
suggests that enrollees give greater
weight to obtaining service when they
want it (e.g., getting an appointment
or being admitted to a hospital) than
to the presence of large panels. One
difference with the literature is lack of
relationship between presence of a
gatekeeper and overall satisfaction.
This suggests that enrollees perceive
gatekeepers more as PCPs and coor-
dinators of family care rather than as
resource allocators who ration uti-
lization of costly services.

The importance of access is em-

phasized by several consumer- and
provider-group position papers.
Families USA identifies eight protec-
tions needed by managed care con-
sumers. For four of these, respective
emphasis is on access to (1) emer-
gency services, (2) needed care and
specialists, (3) specialists for those
with special needs, and (4) sufficient
and accessible providers.?* AAHP ad-
vocates a philosophy of care that (1)
patients should have the right care, at
the right time, in the right setting and
(2) access to affordable, comprehen-
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sive care that gives consumers the
value they expect and contributes to
the peace of mind that is essential to
good health.?> The Coalition for Ac-
countable Managed Care identified
its first principle as “access to plans
and services.”?

Access (out of network)
Out-of-network access, especially
to out-of-network nonspecialists,
specialists, and out-of-area non-
emergent coverage, highlights the im-
portance that enrollees assign to ob-
taining care where they want it.
Out-of-network access may be related
to several factors: an HMO’s small
number of providers; enrollee’s desire
to maintain relationships with previ-
ous providers or be treated by a spe-
cialist not on the panel; and the need
for services when travelling or vaca-
tioning. HMO “swing out” options
(i.e., the ability of enrollees to utilize
non-HMO providers but be reim-
bursed at a lower percentage) and
point-of-service plans allow mem-
bers access to more providers in ex-
change for higher copays and de-
ductibles. We infer that enrollees
value autonomy and freedom of
choice in medical decisions. Re-
stricted access, especially for layper-
sons in emergent and urgent situa-
tions, is an emotional issue that
highlights potential conflicts between
HMOs and enrollees. We anticipate
that United Healthcare’s action to
eliminate prior authorization will be
closely watched by its competitors.

Access (waiting time)

There are statistically significant
relationships between overall satis-
faction and waiting time in the doc-
tor’s office for scheduled appoint-
ments and for urgent care. The
former represents an opportunity
cost; enrollees must sacrifice another
activity. The doctor office visit neces-
sitates time for travel, parking, regis-
tration, and waiting in both the wait-
ing room and exam room. Enrollees
consider their time to be important

and expect to be seen at the time ap-
pointed. Treatment for urgent care
promiises relief of pain or anxiety, or
both. Enrollees expect to be “worked
into” their physician’s schedule or be
treated at an HMO-affiliated ambu-
latory center.

Customer service

The inference is that prompt ad-
ministrative service is a normative
expectation. Enrollees want mem-
bership cards so they can use their

HMO benefits, and they want to be
reimbursed for out-of-pocket pay-
ments of covered services. HMOs can
respond to these concerns by review-
ing and improving administrative
systems and processes. The Federal
Employees Health Benefit Program
evaluates only six criteria: three of
these are customer service, claims
processing, and the courteousness
and helpfulness of office staff.?” The
literature also notes other value-
added services including reminders

TABLE6 Relationship between disease prevention and health-promotion

programs and overall satisfaction

CHI

n SQUARE DF OUTCOME
HMOs with more promotional
& educational programs have Supported
higher enrollee satisfaction 455 22.875 4 P<.001
HMOs with more disease management Supported
programs have higher enrollee satisfaction 422 16.333 4 P<.01
HMOs with more health screenings & Supported
vaccinations have higher enrollee satisfaction 448 22431 2 P<.001
HMOs that send screening reminder
notices to members have Supported
higher enrollee satisfaction 397 29.007 4 P<.001
HMOs that provide toll-free
nurse/info health information
line have greater enrollee satisfaction 453 2.032 2 Rejected

TABLE7 Relationship between selected financial indicators and overall

satisfaction
CHI

n SQUARE DF OUTCOME
HMOs with for-profit tax status
have higher enrollee satisfaction 455 5.159 2 Rejected
HMOs with a higher operating profit margin
have higher enrollee satisfaction 353 7.574 4 Rejected
HMOs with lower average monthly premiums
average premium/member/month
have higher enrollee satisfaction 309 6.971 4 Rejected
HMOs with lower medical cost/member/month
have higher enrollee satisfaction 341 2.057 4 Rejected
HMOs with lower debt-to-equity ratio Supported
have higher enrollee satisfaction 355 37.183 4 P<.001
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to get preventive care, access to drugs
that members believe are best for
their conditions,?® short waiting
times, and personal communication
with patient financial services repre-
sentatives.?

For both waiting time and cus-
tomer service, the Health Employer
Data and Information Set (HEDIS)
Member Satisfaction Survey offers a
standardized performance evaluation
tool. The survey asks enrollees to rate
overall health plan performance;
overall health care; access/availability
to service; courteousness and help-
fulness of office staff; customer ser-
vice; personal physician or nurse care;
and claims processing. Health plans
with the highest HEDIS scores have
the most satisfied members, and
health plans with the most satisfied
members have the highest HEDIS
scores. NCQA studies show that,
across every measure of performance,
plans that allow NCQA to publicly
report their HEDIS scores outper-
form plans that do not.>

Disease prevention
and health promotion

Disease prevention and health pro-
motion are frequent subjects in the
professional and popular media and
a major emphasis of the U.S. Public
Health Service. Several individual and
community-based intervention pro-
grams demonstrate favorable benefit-
to-cost ratios. HMOs can offer tradi-
tional programs (e.g., smoking
cessation) and innovative programs
(e.g., stress management). They can
apply new communication channels,
such as the Internet, for health risk
appraisal and information dissemi-
nation. Many HMOs have their own
Web sites, e.g., «http://www.kaiser
permanente.com». Others, like In-
termountain Health Care «http://
www.ihc.com», enhance their Web
sites by providing information from
another site, such as DrKoop.com
«http://www.drkoop.com». With in-
creasing numbers of personal com-
puters being used, HMO enrollees

can be expected to access health in-
formation from a wide range of
sources that may include the Mayo
Clinic «http://www.mayohealth.
com» as well as Andrew Weil, M.D.
«http://www.drweil.com».

Disease prevention and health pro-
motion services help HMOs expand
their image beyond illness treatment
into the maintenance of positive
health. With defined, prepaid popu-
lations, HMOs can develop enrollee
databases, calculate disease incidence
and prevalence and their related risk
factors, and develop interventions.
Such programs augment benefits, re-
duce health care costs, and comple-
ment work site health promotion
programs.

Financial aspects

These findings suggest that en-
rollees do not perceive a conflict be-
tween overall satisfaction and finan-
cial factors. Enrollees do not perceive
HMOs sacrificing service for finan-
cial gain. These findings challenge
popular assumptions and expert
opinions that Americans need to rec-
oncile their views as taxpayers with
their views as patients who want no
limits on the care they or their loved
ones can receive. Consumers need to
have realistic expectations regarding
what patients can have in a cost con-
tained health system.’

Marketing’s voluntary exchange
rarely is ideal for either providers or
consumers. Both parties seek to attain
their own goals within finite re-
sources. Our data infer, however, that
there already is a meeting of the
minds between HMOs and enrollees
regarding reasonable expectations of
benefits and costs. HMOs and en-
rollees are distinguishing between
want (personal preferences), need
(professional standards of care), and
demand (the price one is willing to
pay for services rendered).

Large-scale purchasers, namely
employers and government, decide
which HMOs to offer as well as the
related benefits, premiums, and user

fees. Thus, they have the power to ne-
gotiate with HMOs over various
rights and responsibilities. Addition-
ally, purchasers may make NCQA ac-
creditation a threshold for even tak-
ing an HMO under consideration.

Limitations

The limitations in this study largely
are related to health care satisfaction
research, in general. Measuring and
evaluating satisfaction present prob-
lems. Satisfaction surveys commonly
yield high rates of satisfaction. Isaacs
finds that surveys tend to passively
accept consumer opinions without
probing their responses for additional
information.* MacStravic character-
izes consumers as limited with re-
spect to identifying their own needs
and wants and translating them into
service preferences, especially when
they are unaware of available op-
tions.’! Consumers may be satisfied
or dissatisfied with their HMO, but
may not have the opportunity to
comment or sufficient knowledge to
suggest improvements. Additionally,
satisfaction surveys have been criti-
cized on grounds that accreditation
may not be a valid indicator of qual-
ity, that methodology is flawed, that
such evaluations weight opinions of
healthy enrollees more heavily than
sick enrollees, and that the evalua-
tion does not focus on areas of great-
est concern to consumers.>>33

Researchers can enhance their
evaluation of enrollee satisfaction
through triangulation. This involves
using surveys, interviews, and focus
groups. Accurately understanding
consumers requires trained inter-
viewers who actively listen and ask
follow-up questions to determine the
actual meaning of a particular re-
sponse. Focus groups provide an op-
portunity to stimulate interaction be-
tween researchers and enrollees.

CONCLUSION

As competition increases among
health care organizations, HMO mar-
keting is becoming a normative com-
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ponent of management’s responsi-
bility to develop strategies for sur-
viving and thriving.

HMOs that do not take full ad-
vantage of the benefits offered by
marketing limit their range of op-
tions.

If, however, HMOs choose to see
the value of marketing, they can con-
vert enrollee wants, needs, and de-
sires into opportunities. HMOs can
identify patient expectations, respond
to reasonable expectations through
the marketing mix, and thus increase
enrollee satisfaction. This leads to an
enhanced outcome for HMOs and
enrollees; both meet their objectives.

HMOs commonly function in
markets characterized by physician
and hospital surpluses, value con-
scious purchasers, declining reim-
bursement, increasingly costly tech-
nology, and demanding enrollees.

Marketing encompasses several re-
lated terms. The marketing concept
starts and ends with customers rather
than providers.’® It emphasizes the
importance of listening to con-
sumers, interpreting their wants and
needs, and developing services that
respond efficiently and effectively.
Through a marketing orientation,
HMO:s pursue patient satisfaction to
meet their own needs.*® A successful
marketing orientation is based on or-
ganizational mission, culture, and
work environment. Customer-driven
organizations are characterized by
their understanding of their cus-
tomers, knowing how customers per-
ceive the firm, and delivering quality
and value.?” Such an organization
knows that customers want providers
to go beyond reacting to individual
problems and instead takes initiative
for planning delivery systems that
prevent problems. Group Health Co-
operative (GHC) synthesizes these
marketing dimensions by emphasiz-
ing that successful HMOs ensure ac-
cess, so that members receive timely
and appropriate care for the best pos-
sible health outcomes. Its compre-
hensive perspective on appropriate

care includes getting through on the
telephone, making appointments
without hassle, and receiving med-
ical advice in the middle of the night.
The bottom line is: “Can I get care
when I need it, from my own doc-
tor?”38

From a national perspective, our
study showed significant relation-
ships between overall satisfaction and
several marketing-mix variables. At
the local level, each HMO should re-
search the extent of these relation-
ships among its own enrollees. If
these relationships prevail, HMOs
should act on them. If enrollees show
statistically significant relationships
between overall satisfaction and se-
lected quality indicators, access to
out-of-network services, customer
service, waiting times, disease pre-
vention, and health promotion pro-
grams, HMOs can respond with new
programs and improve existing ones.
HMOs can apply this practical defi-
nition of marketing: “Find out what
they want, and give them more of it.”

HMOs also can take the initiative
to educate their enrollees on health
care-delivery issues, such as NCQA
credibility and consumer rights and
responsibilities. HMOs’ promotion
mix of advertising, public relations,
sales, and promotions should help
customers make informed choices.*
HMOs can make promotional mate-
rials more understandable to the en-
rollee; can better educate corporate
purchasers, their human resource
managers, and enrollees; and can pro-
vide multiple communication chan-
nels.

HMOs can become more “user
friendly” by providing information
on how to access the system, includ-
ing available providers, days, hours,
and locations of operation; benefits
and exclusions; financial responsibil-
ity for copayments and deductibles;
and the importance of disease pre-
vention and health promotion.
HMOs can reinforce enrollment de-
cisions by providing enrollees with
information on services provided and

benefits received. Additionally, it is
advisable for an HMO to maintain
communications with enrollees and
to provide a defined method of dis-
pute resolution.

While marketing is not a panacea,
many HMO problems can be ad-
dressed via improved marketing.
Through marketing, HMOs may be
able to pre-empt action for govern-
ment regulation, litigation, or legis-
lation. With satisfied enrollees, there
is a lessened need for outside inter-
vention. HMOs can apply marketing
to remove themselves from contro-
versies surrounding any patients bill
of rights, and to help to re-establish
their original purpose and prestige.

HMOs still have time to act rather
than simply react. The marketing is-
sues confronting HMOs do not ne-
cessitate new theory, marketing in-
formation systems, or technology.
Kaiser Permanente, GHC, and United
Healthcare have successfully demon-
strated the value of marketing. Addi-
tional exemplary marketing strate-
gies can be found in other service
industries as well. The resolution of
HMOs’ major marketing issue lies
chiefly in finding the will to change
the way business is done and then in
adopting an effective marketing ori-
entation.
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