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Point of View

Disease Management Will Suffer if Providers 
Remain on the Sidelines
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EMPLOYERS, HEALTH PLANS, and the Centers for
Medicare and Medicaid Services enthusias-

tically look to disease management to improve
the quality of medical care while lowering costs.
Even though financial outcome studies of dis-
ease management are inconclusive, there is sub-
stantial evidence that these programs improve
the quality of care.1 But providers have been left
on the sidelines, which could prevent disease
management from achieving its full potential. I
assess economic reasons for lack of provider
collaboration in disease management, and re-
view steps that health plans and third-party dis-
ease management companies can take to in-
crease physician engagement.

BACKGROUND

A small portion of the patient population in-
curs a very large portion of overall medical ex-
penses. One percent of patients represent over
one quarter of all medical expenses, and 5%
represent over half.2 While the large medical
expenses incurred by some could not be antic-
ipated (like trauma), many of the highest cost
patients have identified chronic diseases.3
Many of these can be prospectively identified,
and disease management programs can im-
prove patient adherence to prevent hospital-
ization or forestall deterioration, thereby di-
minishing overall health care costs.

A recent Congressional Budget Office litera-
ture review highlights the difficulty of proving

that disease management interventions actually
save money.4 Early disease management pro-
grams often attributed the decrease in costs of a
patient subpopulation to a specific program
when there was substantial evidence that the
subpopulation’s expense would regress to the
mean even without a specific intervention.5,6

More recently, standards have been promul-
gated to increase the accuracy of stated financial
returns from disease management programs,7
and there have been a number of published ar-
ticles in the peer-reviewed literature that have
suggested positive return on investment for
these programs.8–10 Proving that disease man-
agement programs have clinical benefit has been
substantially easier than proving that they have
financial benefit.11,12 While there have been few
credible large-scale randomized trials of disease
management, the federal government will re-
quire randomization in the evaluation of
Medicare-sponsored disease management pro-
grams currently being selected.13

While preliminary by academic standards,
the evidence that disease management “works”
is sufficiently strong that the disease manage-
ment industry has entered a period of rapid
growth; vendor companies increased in rev-
enue from $85 million to $600 million from 1997
to 2002,14 and the major disease management
vendors continue to report robust growth.
Some integrated health care provider organi-
zations, including the Veterans Administra-
tion15 and Kaiser Permanente,16 continue to
make large investments in disease manage-
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ment. However, other ambitious provider-
based programs have been sharply curtailed or
eliminated altogether.17

THE PROVIDER ADVANTAGE

Disease management programs generally
consist of four elements: (1) identification and
stratification of patients, (2) enrollment of pa-
tients, (3) intervention, and (4) measurement.18

In each of these elements, there are structural
advantages to health care providers either per-
forming the disease management themselves
or collaborating very closely with the respon-
sible entity (Table 1).

Identification

While there have been substantial ad-
vances in predictive modeling engines dur-
ing the last few years, claims databases re-
main a relatively poor way of predicting
future expenses amenable to medical man-
agement intervention. This is especially im-
portant because the evolving model of dis-
ease management—outbound telephone calls
by highly skilled nurses—is very expensive
on a per patient basis, making it critical to
avoid resource-consuming false positives.

Most available predictive models are able to
determine only a minority of the following
year’s expensive cases, and the cases identified
by predictive models often regress a substan-
tial amount without an intervention. Health

care providers have access to additional data,
including laboratory results, elements of pa-
tient history (eg, cigarette smoker), and vital
signs (including weight and blood pressure),
which can improve the reliability of predictive
tools. Many clinicians also have a good sense
of how likely patients are to contemplate the
substantial life changes required to improve
health for those at high risk for expense in the
following year.

Enrollment

Physicians have a trusted relationship with
their patients, and an endorsement from the
treating physician substantially increases the
chances that a patient will voluntarily enroll in
a disease management program. By increasing
enrollment, physician involvement can in-
crease efficiency of a disease management pro-
gram substantially.

Intervention

Most disease management programs seek to
impart additional self-care information to pa-
tients and avoid providing direct medical ad-
vice. Most states have laws or regulations mak-
ing it illegal for telephonic nurses to “practice
medicine,” and there could be substantial legal
liability associated with actually delivering
medical advice directly to patients.19 Yet Wag-
ner notes that “the effectiveness of CHF care
management conducted exclusively by tele-
phone remains uncertain, [while] multidisci-
plinary care management with some face-to-
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TABLE 1. PROVIDER CONTRIBUTIONS AND DISADVANTAGES IN DISEASE MANAGEMENT

Provider contributions Provider disadvantages

Identification • Access to clinical data that is not • Limited access to claims from
• available from claims • unrelated providers
• Intuition about patient readiness for
• change

Enrollment • Trusted relationship with patients • Some patients prefer to conceal lack
• of adherence from their physicians

Intervention • Prompt and accurate communication to • Health plans are better able to finance
• treating provider • intervention, and health plans and
• Patients more likely to stay with • vendors already operate call centers
• provider than with health plan • Health plans enjoy economies of scale

Measurement • Outcomes measures can include • Limited access to claims from
• clinical as well as claims-based • unrelated providers
• Academic capabilities
• Lower disenrollment rate



face contact after discharge has a much stronger
evidence base.”20 Disease management pro-
grams well integrated with health care pro-
viders can promote prompt and accurate com-
munication, and can ensure that suggested
clinical changes in care are addressed promptly.

In addition, integration of administrative
and clinical databases could allow for real-time
adherence monitoring, which is difficult to do
with claims databases alone. Finally, patients
persist with their physician for long periods of
time, while they change health plans fre-
quently.21 Thus, provider-based disease man-
agement programs are likely to benefit from
improved continuity.

Measurement

Providers have access to non-claims data,
which can help establish a better understand-
ing of actual program outcome. As noted
above, lower disenrollment rates will allow
evaluation of a program with fewer patients
lost to follow-up. If measurement of results of
disease management identifies systemic qual-
ity issues, provider involvement can help dis-
seminate this information, leading to more
rapid cycle improvement.

Provider disadvantages

Providers also face some structural disad-
vantages in delivering disease management
programs. Health plans tend to be far larger
than provider organizations, giving them
economies of scale and more actuarially stable
populations for program design and outcome
evaluation. Many employers demand a uni-
form program for all employees, all of whom
rarely get their health care from the same
provider system. Health plans and vendor
companies are more comfortable with the out-
bound telephonic RN model, which does not
fit well into the existing provider organization
structure. Provider organizations also may
have difficulty gaining adequate internal con-
sensus to make an investment in disease man-
agement. Finally, vendor companies have a sin-
gle mission in providing disease management,
whereas this would be only one of many com-
peting priorities within a provider organiza-
tion.

ECONOMICS OF DISEASE
MANAGEMENT DISCOURAGE

PROVIDER PARTICIPATION

Leatherman described three domains in
which to evaluate medical management inter-
ventions.22 Firstly, does the program lead to
positive social impact? Secondly, does the pro-
gram lead to positive financial impact (greater
savings than cost)? Finally, does the program
lead to positive economic impact (does an ad-
equate portion of the positive financial impact
accrue to the party making the investment)?

Most disease management programs, even
those without a strong positive return on in-
vestment, lead to positive social impact. Dis-
ease management programs have been shown
to increase Health Plan Employer Data and In-
formation Set (HEDIS) scores,23 improve ad-
herence to evidence-based guidelines,24 and in-
crease self-reported quality of life.25

However, many programs that might be so-
cially beneficial have not met financial hur-
dles. When evaluating a program financially,
it is critical to include all related costs and
avoid overstatement of savings. Some finan-
cial evaluations of disease management pro-
grams have omitted the costs of substitute care
(such as increased pharmaceutical costs and
home care) and costs attributable to the pro-
gram (including vendor management and
evaluation costs).26

Even programs that have a demonstrable fi-
nancial return on investment often will be eco-
nomically disadvantageous for provider organi-
zations. Disease management programs tend to
have large savings from preventing hospitaliza-
tions, smaller savings from decreasing overall
outpatient costs, including office visits, and in-
creased costs in pharmacy and other ancillary
care.27 For most provider organizations, there-
fore, the “savings” from disease management ac-
tually appear on the financial ledgers as a de-
crease in revenue. Some of the sophisticated
evaluations of disease management performance
also include dollars saved by employers from the
decrease in days lost from work, sick pay, and
short- and long-term disability payments. These
evaluations support employer payment for dis-
ease management, since the employer is the ben-
eficiary of the resultant economic gain.
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Provider organizations will sometimes find
the economic incentives aligned for them to
perform disease management services. For in-
stance, in capitation contracts, the provider or-
ganization gains full benefit of every dollar
saved, and thus should wish to finance disease
management programs with positive returns
on investment.28 Provider organizations that
are tightly integrated with the financing system
also will see more financial return from disease
management programs. In addition, some hos-
pital systems operating at or close to their ca-
pacity could benefit from disease management
programs to diminish their need to make large
new capital investments or to diminish utiliza-
tion in populations with poor payer character-
istics (such as Medicaid).

IMPLICATIONS FOR DISEASE
MANAGEMENT COMPANIES AND

HEALTH PLANS

Disease management programs remain a
promising method of improving care and pos-
sibly diminishing costs, and these programs are
most likely to be effective when they incorpo-
rate robust collaboration with physicians and
provider organizations. Disease management
vendors and health plans should be mindful of
provider needs in designing and delivering dis-
ease management programs. They should pri-
oritize provider needs, including respect for
physician autonomy and the physician–patient
relationship, physician income, elimination of
hassles, and social beneficence.

Respect for physician autonomy and the
physician–patient relationship

Physicians demand considerable autonomy
and insist that the physician–patient relation-
ship be honored.29 Disease management ven-
dors must communicate early and fully with
physicians about the details of a program. It
can be helpful to include practicing physicians
on advisory boards, which should play a mean-
ingful role in program design and implemen-
tation. Disease management programs focused
on patient self-education are likely to gain bet-
ter physician cooperation than those focused
on changing physician behavior.

Physicians should not expect disease man-
agement programs to seek their permission to
enroll patients. However, disease management
programs should seek patient authorization to
communicate with treating physicians and
transmit relevant clinical information in a
timely manner. They also should facilitate com-
munication from the treating physician to the
patient’s care manager.

Physician income

Physicians have been shown to be sensitive
to programs that impair (or increase) their in-
come.30 While a successful disease manage-
ment program is unlikely to increase physician
income, programs that are likely to diminish
physician income are far less likely to be em-
braced by physicians. Disease management
programs should explicitly pay physicians for
their direct participation in programs.

Diminishing hassles

Physicians report increasing administrative
burdens and decreased professional satisfac-
tion,31 and are more likely to support programs
that do not subject them to additional “has-
sles.” Disease management programs should
communicate effectively with physicians, al-
though this is not an easy task in the frag-
mented market where many physicians might
have their diabetic patients spread among five
different health plans, each of which might
have its own program. The disease manage-
ment programs themselves should be fully
transparent; all program descriptions and any
underlying evidence-based guidelines should
be readily available to practicing physicians.

Social beneficence

Physicians and other health care profession-
als want to “do the right thing,” and disease
management programs should aim to gen-
uinely improve the quality of care and the qual-
ity of life for patients. Efficacy can include de-
creased costs, but should also include increased
adherence to evidence-based guidelines, in-
creased patient safety, improved patient expe-
rience of care, and better medical or functional
outcomes. At the same time, disease manage-
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ment programs should be careful to avoid hy-
perbole and unbelievable claims—since such
claims can leave physicians skeptical of the ef-
ficacy of all programs.

CONCLUSION

Disease management has the opportunity to
improve the quality of care while lowering
overall costs. Although the economic model of
disease management does not now support
performance by most provider organizations,
disease management programs should hasten
to increase provider engagement.

Bodenheimer worried in 1999 that third-
party disease management companies would
“splinter” the primary care system.32 Close col-
laboration between health plans or disease
management vendors and providers can help
our patients gain the value of these interven-
tions without undermining physician–patient
relationships.
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