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ABSTRACT

In oxder to determine whether the reaq'ction in services

o

.associated wig:h prepaid group practice is indimfjgpiuto or

limited to medically “discretiocnary" services, the utiliza-~
tion rates for prenatal cytogmoticd diagnosis, a médically
*non-discretionary” service f'of women aged 35 and older,
were compared in prepaid group practie@s axlxd” tha geographi- -
cally corresponding populations-at-large in four settings.
The utili:aﬂ\:ﬁon rates. by menbers of the ‘prepaid group prac-
tices were squal to rates ealculaéd\ for the gcégrap!gically
eortespmding\ populations-at-large in two settings and 2.3 : .
times greater in the other settings . wi:atever factors may , .
ba,x;ospo;\sihla for the reduction of "discretionary® services
delivered to wmembers of brepa»fd‘ group practices need not
interfers with the delivery of “non-discretionary® urvicu ' K
necessary for the: practice of iiigh qualitfy medicine. !
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Afin de déterminer si la réduction des. services
1i6s 2} la médecine de groupe payfe d'avance d'opdre sans
distinction ou est limit&e aux services laissés & la
discrétion du uﬁoein, on & proc8dé 3 une comparaison
des taux d'utilisation du diagnostic cytogénique prénatal,
nrﬂ‘co d'application restreinte destiné aux femmes de
35 ans et plus. Cette &tude a porté sur une clientdle
de cabinets de groupe payés d'avance, et sur des
&chantillons d8mographiques reflétant 1l'ensemble de la
populatioxi et lui correspondant. géographiquement; quatre
cadres ont ainsi &tf ominu Les taux d'ut:llintion
enregistrés pour les membres des cabinets de-groupe
:Syin d'avance se sont révélés &gaux aux taux calculés
pour les populations correspondantes sur le plan gfo-
graphique dan deux cadres et 2.3 fois supbrieurs
dans les autres cadres. . Quels que soient les facteurs
responsables de la réduction des services “"discrétionnaires®
fournis aux clients du\abinc&vdc groupe payés d'avance,’
ceux-ci ne doivent pas entraver l'administration de
ssrvices limitéa indispensables U 1'exercice d'une
midecine de haute qualits. '
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PREFACE ':

This ‘thuh provides bothba methodologic and \\
substantive contribution to knowledgs in the field
of health care research. It explores an unanswered '
question in the litexature concerning the utilization b i
of medical services in prepaid group practices. While
reductions in the relative use of many services have
been well documented, the determination of appropriate-
ness has been elusive.

This study employs a tracer methodology to ex-
plor; both the extent and appropriateness of differ-
ences in utiliszation between prepaid group practice
populations and geographically corresponding populations-
at-laxge. '

In contradistinction to the previous literature,
this study examines the use of a non-discretionary pre-
ventive procedure. The msthods for obtaining reliable
data are presented, and empirical evidance is presented
to support the hypothesis that the incentives and oon-
trol mechanisms inherent to prepaid capitation prac-
tices do not result in a reduction in the delivery of
medically non-distretionary services.

This -tw could not have been completsd vitheut
mmamu-mtmumxm-. I »
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CHAPTER I
INTRODUCTION

The provision of high quality health care requires

the effective use of technology. Economio realities re-

quire efficiency. Quality and cost thus emerge inter-
dependent; efforts to control costs must be tempered by
msasures to ensure gquality. “ It is of both theoretical

and pragticgl importance, then, to éonsidor the effects

of various cost-containment 1npnntim upon tncl;noloqy
diffusion and utilization. This iuud is of particular
significance in evaluating alternative systems of health
care delivery, ' specifically prepaid gr:mp puctiec-.| In
these settings the distinction between positive incen-
tives for cost-containment and negative disincentives
againat utcchmlogf utilization may be blurred. As a
consequence, the comparative reductions in hospitaliza-
tion rates,}"® specific surgical procedures, and employ- —
mant of costly diagnostic technologies associated with
prepaid group practices may be viewed either' as more
appropriate utilization of resources or as inappropriate
undervtilization.?™1% she question addressed in this
study is wvhethar the cost-containment incentives and
provider controls intrinsic to prepaid capitation prac-
tices result in an imdiscriminate reduction in technology

]
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utilization, or, rather, in the reduced ntiliutiox.\ of

udi'gany discretionary services.

) This question was explored using a tracer method- N

ology. The tracer concept was introduced to the field

of quality/ assessment by Kessner and Kalk.!! the basic
assumption underlying the method is the generalixzability
of the traver experience, that is, relationships ob-
served between variables of concern and the tracer | !
should reflect more general relationships. 'Prenntal
cytogenetic diagnosis was chosen as a tracer for this
study because it ro'prnonta -a cost and labor intnnlivc’

‘ t-chnoalogy. Norsover, amniocentesis for the prenatal

O detection of chroaoaml abnormalities has been deter-

o o ' mined to be llfi. aceux-;tc, and reliable by large colla-

. ’ borative studies in both the United States and Canada,l2~1}

I - Cost-bom\nt analyses of the procedure for the detection

24 of Down's W and neural tube defects are uniformly

favorable 14716 g such, the use of midtrimester amnio-

ceatesis has been advocated in pregnancies at high risk

for detectable disorders; 7

been sndorsed for use in pregnant women aged 35 and older o'

who have a markedly increased risk of giving birth to a- "

¢hild with Down's W,.“ It thus represents a sedi-

cally non-discretionary sexvice, ons not subject to ques-

ticas of nedical judgement, for a defined segment of the

vopulation, yet ome which has besn demonstreted to be

moxe specifically, it hn, . ; u
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significantly underutiliszed. o

Because the application of this technology is
. non-d&aenuomry.y considexrations of appropriateness :
may be applied to the svaluation of utilization rates; '
) in this instance, the process of care may be equated
with( outcome. = y
, 4 .
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CHAPTER II

S RRVIEW OF THE LITERATURE B

" The advent of prepaid group practieg met with
great troveray in a health field long dominated by .
solo practltloners operating within a fee-for-service
reimbursement syatem' in the &ited States. Research
efforts have principally consisted o cnmp@gison of
populations receiving medical care within th%?ojr\;ta-
ditional framework with those cct\‘ered by prepaid group
practices. ﬂtas’q“c'ompatative evaluations of patient

ph;((sician satisfaction, health care costs and pro-
ductivity, utilization of medical services, and organi-
zational equectq; upon quality of care have been used to
gensrate apd support policy decisions concerning alter-
native systems of health caxe delivery. a !

Despite a remarkable consintancy in much of the
data generdted from thau co-pu:ative studies, much con-
t;rmuy has persisted with respect to their interpeta-
tion. m problem is one of unraveling a mutiplicity of
potentially confounding input and output vanriahh: in

order to determine ¢ausal relationships among the varia-

bles of lnterclt. Several ."xcel:l.ant reviews of the
li.,tontmn a3, have nttuptod to mtoﬁtmn,y analyse
the kvailable data in order to establish a useful

Y
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framework for their interprstation.

” The issues of utilization an ality of care in
propi:ld g;:oup practice are central to this study. This
discussion will consequently be limiteq to those investi-
gations and reviewsnwhich have provided data directly pe/r:3

taining to thoge igsues.

Hospital Utilization
B The senir!al studies of comparative hospitalization
experiences between populatians covered by traditional and
alternative systems of health care delivery were reviewed

19 He concluded that a combination of

by Donabedian.

physician inc“entivea and professional controls in prepaid

group practice resulted in decreased hospitalization rates

for prepaid group practice enrollees. The follo;ing is a

discussion “ofcthed studies upox{ which his conclusion is bu_gd

as wall as a swmary of the subsequent literature in the field.
M miy study conducted by the Committee of the

Special Ressarch. Project in the Health Insurance Plan of

Greater New York’! (aIP) consisted of a housenold suivey

ad-i“nhtared to salplel dram from the HIP enrolleees and

trcn the population-at-large in New York c:lty. The data

d:u.tnod indicatsd slightly higher hclpiul Mu!.on nu:

for the HIP .m:onp’a. However, these data were found to bo

iméuhmtﬂvith l_apt;ubiuliluatien statistics maintained by

the ‘Wew York c.hg,y hospitals, and were subseguently determined
Co . :

#
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to be unreliable as a consequence of sampling and response
biases inherent in the survey methodology employed.

’ A subsequent Study by Densen, Balamuth, and Shap:h:o1
compared the hospitalization experience of two populations
insured by Blue Cross for hospital costs, but differing in
medical care coverage. One group received comprehensive
inpatient and ambulatory care on a prepaid capitation basis
in the group practice structure of HIP while the other group
was covered for inhospital care on a fee-for-service reim-
bursement basis by Blue Shield. Hospital admission rates
for the HIP group were found to be substantially lower than
those for the Blus Shield group (77.4 admissions per 1000
population: for HIP as cmpared to 95.8 admissions per 1000
population for Blue Shield) . nength of stay was found to be
esgsentially the same for both populatioiis, and the total
number of hospital baya per 100 population per year was 58.8
for HIP and 68.8 for Blue shiel.du. . These relationships per-
sisted M the populations were matched for age, sex, and
uployunt groups. Hhon differences were analyzed by .
diagmsuc catcgorht, hocpitalisatianu for acute :npira-
tory infections were found to be more fraquent in the
Blue Shield population, and the tonsillectomy rate for that
group was double that for BIP. o )

While tha study concluded that the HIP population was
less nkoly to_ be hoapituhod than the eorrubouding Blue
shhm population, no clear cause could bc dstermined for the

o
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differences noted. The two populations investigated and their
respective medical coverage differed in many respects. Ko
equivalancy in the health status of the two p’épulations could
be ascertained, nor could socioeconomic'c/émparability be
established. Medical coverage for the two populations dif-
fered ivith respect to the range of services provided, and %
particularly the availability of ambulatory services. The
systems differed with respect to the organization .of medical
practice (group versus golo), the method of physician
reimbursement (capitation versus fee-for-service), and organi-
zaticnal controls upon individual physician practice habits.
Pinally differences existed in the accessibility of hospital
beds to physicians serving the two populations. Differences
in total admission rates and in admission rates by :‘diagnostic
catégory might thus reflect true differences in the popula-
tions or, rather, differences in the practice characteristics
apd ut;lisation habits of physicians serving the two popu-
lations.

T™wo independent atudiuz o3

were subseguently under-
‘taken to compare the utilization experiences of HIP enrollees
with those of the population covered by Group Health Insur-

ance (GHXI). Membership in these plans was offered to .

employse groups 1n a "8ual choice” situation. The sélesction
of health care plan was thus prerogative of the individ\a;
COnSUMer. '!ht plans were comparable in terms of the range
of services provided includin atory care coverage, but

i
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differed with respect to the organization of medical practice.
as wall as the method of physician reimbursement. GHI
members receive their medical care from private physicians,
usually in solo practice, who are reimbursed on a fee-for-
service basis. The patterns of hospital utilization observed
in these studies were cgrroborative, differences in hospitali-
zation rates being consistent with those noted in the previous
study. The number of admissions was subatantialiy lower for
the HIP population while the duration of stay was similar.
Because the range of medical services available to the two.
populations v;a'n comparable, that variable, alone, seems an
unlikely determinant of the noted di;.ferences in hospitali-
zation. Hetherington, Hopkins, and Roemer‘ further cbserved
in their review that the use of ambulatory services by the
HIP population was less than that reported by the GHI member-
ship in the Anderson and Sheatsley study.z They conclude
that the use of ambulatory services is not a ctitica)f factor
in datermining hospital utilization. This view is supported
by l(].lman21 who cites a parlc;ha]. communication as evidence.
Subsequent studies by Rocnerz"’ and Hill and vay“ are
corrobarntive.‘?

Another study by Densen, Shapiro, Jotes, et a1??

com-
pared the hospitalisation a;:pcrienco of two populations of
members of the m labor union. In this case, the opbi.om
available in the dual choicc\\atunti.on were enxollment in
REIP or membership in a union aponsored plan.providing
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- .
! 0 fee-for-service medical coverage as well as hospitalization

insurance. Unlike the previous studies, no differences in

¢ . hospitalization rates were demonstrated. It was noted that.r
I) / the union pian provided patient and physician education a&— ——
| phasizing conserxvative use of costly medical services. Ithw
,, was thus plausible to suggest that some element of contrz{/, -
might be critica}_,i\n Affecting utilization. Alternatively,
it was suggested that the results might be due to a lack of
comparability between the two pooulations inasmuch as dif-
ferences in socioeconomic status or ethnic origin might
affect the initial choice of plan and subsequent utilization

of services. .

‘ () , A study conducted by the Columbia University School

& o <4
of Public Health?®
members covered by three different health insurance plans

compared hospital utilirzation by union

in different regions of the United States. The plans repre-

sented hﬁudud Blue Cross — Blue Shisld, a commercial type .
*major medical® insurance, and Xaiser, a prepaid group prac- .
tice. No difference in the hospitalization experience of
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the three populations was observed, although there was a . ; ;

R
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greater use of ambulatory services by the Kaiser enrollees. %
‘ *

£
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Unfortunately, the analysis of these data is complicated by
the geographic disparity between the study populations. The
absence of controls for rnéionnl differences in hospitali-

,, sation rates cbscures the roin of organizational factors

@R) | upon utilisation. ‘

AN

:f%%&, €
0l
«
i
*
—

-

e,
LS

.

s
A e

A ——
g 4,

Lt £ O

i

4

5 et
Gl 4




F’

10

A subsequent study cited by Donabedianl® compared
hospital utilization by éalri,fomia state employees covared
by several different h&alth insurance plans. Geographic
differences between the study populations are noted to be
minor, and hospital utiiiaation vas observed to be lowest
in Kaiser as compared to a casii indemnity plan 'and Blue
Cross - Blue Shield.

Similar results were obtained 1n‘ a study conducted by
Betherington, Hopkins, and Roemer.? The .medical care utili-
zation of persons enrolled in three types of health insurance
plans operating in the metropolitan Los Angeles area were
compared with respect to utilization of services, quality
of services, consumer expenses, and consumer satisfaction.
The study included commercial insurance plans, hospital and
physician sponsored plans, and prepaid group practices. Two

_representatives, one large and one small, of each type of

plan were included. Hospital utilization was found to be \
lowest for enrollees of the group practices, particilarly in
the larger of the two. It was noted that lower education was
associated with lower admission rates in that practice, and
the hypothesis was set forth that the lower hospitalization
rates were in part due to a "bureaucratic effect™ limiting
the accessibilty of services to high-nsed, low-demand
subscribers. It was further suggestsd that the lower ratas
night be the result of a limited supply of hospital beds.

" the notion of supply affecting demand is supported by

-
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l 0 . s«:tuu:!!29 who notes that utilization analyses are used to pro-
vide a perspective for planning future services. St:avens30
similarly noted that the hospital bed capacity for Prepaid
group practices is well below the national average. This
view is also consistent with the findings of the early HIP
studi;sl'3 in light of the relative inaccessibility of
hospital beds to HIP physicians at the time }:}(ose studies
were conducted. |

Wersingpé\ Roghmann, Gavett, et al® compared the
hospitalization experience in three different organizational

' types of prepaid practices spon\sored by Blue Cross and Blue

Shield in the Rochester area. These practices each provided

qf () easentially the same range of medical services, and each had
r” equal access to hospital beds; they differed with respect to
L ",; 1 organizational structure and the degree of risk assumed for

the benefit package offered to subscribers. The first pre-~
paid model in the study was an independent practice associa-
tion cc-pr;lnd of individual practitioners who were reim-
bursed for their services by Blue Shield on a fee-for-service
basis. A peer revievw system existed to monitor the use of
ambulatory -aivio.-. There was no formal control on hospital
' utilization, and physicians shared no financial xisk in the
cost of caring for their patients. The second model in the
study was a m;ltisp-culty group practice with \mu financial
risk for its benefit package. Hospital utilization and the
use of costly mediocal nvai.mn ware closely monitored by a

I
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) [
f.om}} protouional review mechanism. “The third propaid

plan was a system of neighborhood ﬂealth centers

-

sumed !inawhl risk only for the provision of. ser-
vices within those centers. 'While this plan assuined/no
financial risk for hospitalization costs or out-ofi‘plan

referrals, a formal review mechanism existed to con rol the
use of such services. Utilization rates for these three
plans were conpartd to. Bluo Cross rates observed !:he year
prior to the ‘inception of the prepaid plans. Hospital
utilization for the population enrolled in the iridepsndent
practice association was found to be similar to that of

Blue Cross. Substantially lower /rates were observed for
members of the prepaid group 'prm;ticc. The relat.ivaly low
el{rollunt of the neighborhood health center plan lim.itad’
tho valus of the data obtninpd fron that group. The noted .

" aifferences in hospitalisation ratu ware hypothesized to

be the result of differences in utilization control mecha-
nisms and degree of risk sharihg among plans. It was noted,
however, that factors of self-selection could bias the data.

The impact of prepayment, per se, upon the utiliza-
tion of ambulatory and inpatient services was studied by
Broida, lerner, Lohreds, et al.3?
coverage was mads “available to a portion of the population
sexved by :n sxisting fee-for-service multispecialty group -
practioce. The data revealed an increased utilization of
both ambulatory and inpatient services in the prepaid

The option for prepaid

)
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population as compared to those who c%&fmﬂd to receive care

on a fee-for—uv'iloc baq%n. It w:u also noted that the pre- f
paid group had been heavied users of ambulatory sérvices

prior to the institution of prepayment. It was suggeated,
therefore, that’' self-selection may be an important confound-

ing factor in evaluating the differences in utilization.
Furtehrmore, it was noted that most ph;(:iciana in the group

were unavare of the payment status of their patients, and |
B ) continued to be mufnraéecf on a salary basis. Thus, unlike *

the typical prepaid group practice situation, few incentives

existed to minimixe hospital utilization.
A study of the utilization of health sarvices by
O the 8,000,000 employses eligible for the Federal Employees

Health Benefits Program was undertaken by l>erro:>t:t:.6

! Hos-
i pitalization rates in prepaid health plans, particularly

; of the group practice type, were substantially lower than ’ \

2wy
i!

N thoss for Blue Cross - Blus Shield and private indemnity
plans. These differences were noted to be largely due to
lower surgical rates in prepaid group practices, particularly
involving procedures such as tonsillectomies, hysterectomies,
and appendactomies which may be considered medically dis-
cretionary subject to a physician's judqmné. The study
wvas not controlled for sociodemographic differences in the
various populations studied nor was out-of-plan use con-
sidered. ke
The subsequent Pederal Employees Bealth Benefits
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Program Utilization Study,” however, confirmed Perrott's
nndinq’a atter correcting for sociodemographic differences
in the atudy' populations. The noted differences in dissase
specific admission rates persisted with fewer prepaid group
practice admissions for menstrual disorders, respiratory
infections, and tonsillectomies.

These differences in admission rates by diagnostic

categories are remarkably consistent in a number of the
1,3,6,7,28

k) |

studies reviewed. A recent study conducted by

Steinperg and Schroeder™  similarly found a dechouod use
of endoscopy in a prepaid group practice population as

compared to the fee-for-service population in California.

I.uft:.33 however, notes in his review that surgical

admissions in prepaid group practices constitute approxi-
mately the same percentage é: total admisaions as in com-
parison populations. He concludes thit differences in

hospitalisation rates are not due solely to a differential

reduction in surgical procedures in prepaid group practices.

' He further notes that a comparison of rates for specific

surgical pmc.dnrulumh a substantially lower rate only
for tonsillectomies. cwpa:lti;o rates for ot.in: "discre-
tio‘q;ry‘ procedures such as hysterectomies, htrhtorrlaphho;
cholecystectomies, and hemorrhoidectomies were more variable.
Be suggests, consequantly, that the reduction in surgical
rates assodiated with prepaid group practices may not be
limited to “discretionary® proceduxes.
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A study by LoGerfo, -Bfird, Diehr, et alm supports
this view. Criteria for judging the appropriateness of
l\irqlcal procedures were used to evaluate the indications
for surgery in two populations in the Seattle area. One
group was covered by a pregaid group practice, and the other
by an independent practice association. Even after elimi-
nating those surgical procedures not meeting the predeter-
mined appropriateness oriteria, differences in surgical rat;l
betwaen the groups persisted with fewer tonsillectomies

and hysterectomies performed in the group practice. The

validity of the criteria used to deatermine appropriateness

muast, of course, be further investigated.

Out-of-Plan Use
The use of cut-of-plan services by menbers of pre-
paid group practices has fregquently been cited as a poten-
tial variable contributing to differences in utilization

rates between prepaid group practice and fee-for-ssrvice

populations. Much of the early literature indicated that

19 A study con-

‘such cut-of-plan use was quite substantial.
duated by the Special Research Project in the Realth Insur-
ance Plan of Greater New York?! demonstrated a use of out-of-
'plan physicians ranging from 17 to 35 per cent depending
upon specialty. Similar findings were reported in a study ”
by Preidson;>® 21 par cent of surgical procedures upon HIP
patients were pexformed by non-BIP physicians, and 29 per
cent of patients stated that they ocoasionally consulted

"

s,
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private physizians. Later studies, howeyer, have yielded
’ 7

quite aifferent ru\nu/‘h'rinqton. R 4

noted out-of-plan use in only 8§ per cent 6

7

vizsits and 7 paxr cent of hospitalizations for group practice

22

menbers. In hia review, Roemer™  cites a study by Greenlick

which reports an out-of-plan use by only 10 pexr cent of
Kaiser - Portland subscrihera. Gaus Cooper, and Hirschmana
note out-of-plan use by less than 1 per cent of Medicaid
enrollees in health maintenance organizations. This par-
ticuhily low rate may be explained by the financial inac-
cessibility of private care to that popnlation.

In summary, the data do suggest a progreasive decrease
in out-of-plan use for prepaid group practices. Rom:"
suggests that this may be due to increased efficiency in
group practices as well as increased acceptance and satis-
faction by group practice members. At prc:ig it appears
unlikely that out-ot-pltn use would nppmhbl;ly alter

comparative utilisation rates.

Anbulatory Care Utilization

Alelough the Im?:ld-mn is éont.ndlouoty. the provision
of ambulatéry sexvices on a prepaid basis appears, in gener-
al, to result in a concomitant rise in the use of those ser-
vices. This pattexn vas cbserved in several of the studies
nvimd."“'“"f although o\-.honz‘\' ware inconsistent.
In a review of 1.': utudhc.omrtn noted a generally mcx;nqd
utilization of ambulatory services in prepaid practices ’

\ )
¢

-
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(4.41 physician visits pexr year by group practice wenbers as
compared to 4.19 for comparison populations with more tra-
ditional coverage). He observed that this inoreased utili-
aation was even more striking in independent practice as-
sociations (5.1l visitas versus 4.32) where physicians are
reimbursed on a fee-for-service basis.

As previously ‘notod, the use of ambulatory services

has not besri asscciated with decreased hospital utiliza-

4,21,25)26

tion. ~Rconomies achieved by prepaid group prac-

tices do yiot appear to be the result of a differential

utilization of ambulatory services.

Summary .
The factors responsible for the observed differsncea

in utilization rates between prepaid group practice and fee-

for-service (populations are manifold. ”

Populations enrolled in prepaid group practices have

bsen noted to Adiffer from those receiving care within the .
more tudiuol;al health care system wit luopcd’t to socio- J
o dsmographic chnnotoriitiou.“ pexceived health lut\u.“
and prior use of health services.’? Thess differences
probnbly result from a self-selection process, partiaululy
‘in the dual choloe situation. " When gi n th. option for
mpl:lql covaxage, it ls likely that the pewuuon, attracted -
) by a aomprehensive hensfit package will differ in acwe ,
’ | systematic ﬂ’-h&na from mthur _population whieh rejects m

gtoup setting.,
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Physician reninbursmnt in the form of capitation
should, in theoq;, "provid:e incentives to minimize the
utiIizatioh of expensive services. Emi:irical evidence
bears this out.4s%:8 o

éupply h;a been noted to have a great impact upon the
use of services.l’ 419,29 Sh“\ilariy:. time effect of specific
provider oriented controls ,upon utilization appears to be an
importané factor;in determining rate ﬂdifferenees.s'n'“
. ,In the ‘finalngnalyais; the most‘important issue is the

approprj,atene;s of differences . in’ utilization, The quality

of care must not be pehuitted to suffer in: ordex to achieve

23

cost savingé through lower utilization. Luft“” states the

problem well.

The case .ih favor of HMO's would be substan-
< tially strengghened if it could be shown not
only that they reduce utilization of expen-
sive services but also that reduction comes
in categories thought to be medically un-
necessary. Unfortunately, the data are in-

conclusive: on this point and provide at least
- as ‘much support for the  hypothasis that
.; admission rates in HNO's are lower for both
“discretionary" andzsnondhcretiolhry'
l}elp%thl treatnent. (pl342)

¢
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_ Qhality of Care
The issue of quality of care is basic to ques-
tions of utila,:lnt!.nn and cost.: Brookfs suggests that r“‘“
s _the justificdtic;n for advancing the prepaid group |
practice model must be based upon the efficient de‘l.iv-
ery of high quality care rather than upon financial
advantage.’ 0 ‘ ’ ,
The determination of quality, however, has proved
elusive., Many variables may intervene between the pro- o
P cess of care and outcom; » thus obscuring the relation-

ship. Nevertheless, several studies have attempted to

! compare populoationa with respect to identifiable indi-
C ) cators of health status in order to determine the “pos“*
siblev effects of. the or‘ganiution and process of care
upon ultimate health outcomes.
v A study by Shapi.';o; Weiner, and ﬁcnnnas' 37 com-

8
"""""

pared prematurity and petinatal mortality rates in the
HIP popnlation and.the q;noral _population of New York
City. Similar comparisons were made between the HIP
enrollees and that segment of the New York City popula- =
.tion under care of privaf:c phy“aicimu, The results u
vere nn.i!o:nly vorable to the HIP populationj age- B e,
adjusted rates for both prematurity and pormul nor- -
tality vere substantially lower in the NIP population '“
than in the geseral population, - A-sisifar relaticnship

I ,
9 9
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was observed in the comparison of HIP patients with
private New York City patients, although the diffex-
ences were smaller. Ra;:ea in all gréupa were higher
for nonwhites than for whites, although differences |
were smaller in the BIP population.

Several explanations were proposed to account

for the differences observed, It was noted that HIP

patients were more likely to receive prenatal care

.at an earlier stage of pregnancy than women in the

general population, although this difference was not
u;:kod in the comparison betwecn HIP and private

New York City patients. There is a suggestion, how-
ever, that sowe financial barriers to care may be re-
duced as a consequence of the prepayment plan.

Differences in socioeconomic status and ethnic

ubr:lgin are known to ba critical determinants of the

use of prenatal services. Although sexious efforts
vere made to control for these variables in a subsequent
anilyah,” the reliability of socioceconomic measures
is 1limited. , ‘

. A subsequent study by Shapiro, Williams, !orby/,
et a1°? compared the use of medical services by two

pmlcumq of 014 Age hnilum recipients, ond re-

ceiving care from HIP and the other from the New York

city yqulfm system, m:.. no changes were observed in
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the number of physician visits or hospitalizations in

the two groups, there was a decrease in the number of
patients in the HIP group who received no services.
There was also a shift from home visits to ambulatory
visits in the HIP group. Mortality rates remained the
same for both groups during the first study year, but

s a markedly lower rate-was observed in the HIP group
subsequently. In summarizing these studies, Donabedian
notes: '

k (They) describe circumstances in which life

o itself is shown to be related to the precise

way in which theé provision of medical care is

2 organized. Should these findings prove to be

; more generally true, their implications would
O *  be shattering.l9(p 24)

_ Several attempts have been made to evaluate
quality of care by comparing the use of p:_roventiv. sexr-
vices such as periodic health examinations agnd immuniza-
l:ionl"a'“ in prepaid group practice and in the general
population. Results have been contradictory, and may,
in part, be explained by difficulty in obtaining re-
liable data and the discretionary nature of the preven-

. tive msasures which were considered.

In contradistinction to the previous literature,
this study examines the use of a non-discretionary pre-
ventive procedure. The methods for obtaining reliable
data are presented, and empirical evidence is pugontad
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to support the hypothesis that the incentives and

¢

practices do not result in a reduction in the

control mechanisms inherent to prepaid capitation
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CHAPTER IIIX
\STUDY METHODS

The study was conducted in four geographic settings,
each selected for the pre:‘nnce of a large and well estab-
1ished prepaid group practice as well as the availability
of required information. ‘

The ;;roup practices included in the study wers the
Health Insurance Plan of Greater New York (HIP), the Group
Health Cooperative of Puget Sound, the Kaiser Foundation
Health Plan of Oregon, and the Kaiser !oundutlo'x; Health
Plan - Southern California Permanente Medical Group.*

Bach group provided data concerning the number (ot amnio-
centeses performed annualiy for the purpose of cytogenetic
studies as well as the annual number of live births to its
member population. \

Comparative data were ocbtained for the geographical-
ly corresponding populations-at-large from c_!togmcticn
laboratories as well as appropriate public and priiatc agen-
cies. The two sets of data for each setting were matched
as clossly as poasible with respect to time and geography.

Because a number of different data sources were used
in the u;udy. variations exidt in the specific criteria ap-
plisd to data for inclusion in rate determinations. mt-
1arly, soms varistion exists in the methods ewployed in

*See Appandix I for brief mwm of plans

{
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calculating rates. 'In all cases, however, such variations
exist only between settings; the comparative sets of data
obtaéned within each setting were treated identically.

Rates were then calculated for the number of eligi~
ble women who underwent prenatal cytogenetic diagnosis in
each prepaid group practice and geographically correspond-
ing population-at-large. In New York City, WA\;hington, and
Oregon, data were limited to women aged 35 and older, and
rates were calculated by dividing the number of women aged
35 and older wl'fo underwent prenatal cytogenetic diagnosis
by the number of live births to women in that age group.
In California, an age distributin was not available for
the women who underwent prenatal cytoqenagic diagnosis.
Therefore, a correction factor) was applied in calculating
the utilization rates. One per ‘cent of the total number of
live births to women in the study population (the figure
used by the Maternal and Infant Section of the California
State Department of Health Services to estimate the inci-
dence of genetic di:soxdcra in the general population) was
added to the number of live births to women aged 35 and
older as an estimate of the total number of women eligible
for prenatal diagnosis. The total number of women who un-
dexwent midtrimester amniocentesis for prenatal cytogenetic
diagnosis was then divided by the corrected dencminator to
obtain utiliszation rates for tl?e population-at-large in
Southern California. The same methods were employed in

T e
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calculating the conparativ;o rates for the Xaiser Foundation
Health Plan - Southern California Permanente Medical Group.

In all areas, the group practice members are includ-

ed in the populations-at-large.
V)
In New York City, the utilization of prenatal diag-
nostic services by city residents has been monitored in
preparation for the organization of a citywide prenatal
diagnosis project.” Data were collected from all univer-
sity, hospital, and commercial laboratories performing cyto-
genetic studies in the metropolitan area. A complete count
was thus obtained for the number of New -York City residents
ahod 35 and older who \mdemxlxt midtrimester amniocentesis
for the purpose of cytogenetic studies in 1976 and the first
six months of 1977. Data for the calendar year 1977 were
obtained by extrapolation from the data of
the first six months of 1977, following com-
munication with the directors of sach of the
laboratories about their case load during the
second six months. The data include an esti-
mated 250 women who had their laboratory stud-
jes done in a New Jerui commercial laboratory
hut who were New York City residents. These
data comprise only women with a specimen of
amniotic fluid sent to a laboratory, i.e.,
they do not include women with dry taps and
po repeats, nor women who had, genetic coun-
selling but no amniocentesis.

The number of live biths in New York City to women aged 33

and older was obtained from the New York City Department of

Health, Buxeau of Vital Statistics.

Data concerning the uss of prenatal diagnostic ser-

vices by sembers of the Health Insurance Plan of Greater

A

-

B Y
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New York in 1977 were compiled from “spescial urvicﬁ"
records. Amniotic fluid cytogenetic studies were per-
formed by outside laboratories; consequently, payment re-
cords provided an accurate count of the cytogenetic studies
performed plan wmembers. Only studies performed for wom-
en age& 35 and older who were members of HIP medical groups
within New Ybrk City were included; repeat cytogenstic stud-
ies on the nin patient were not included. The number of
live births was obtained from data compiled by each of the /
HIP medical groups. Only women aged 35 and older at the
time of delivery who were mambers of HIP medical groups
within New York City were included.

In Washington, the annual numbers of state residents
who underwent prenatal cytogenetic diagnosis during the
years 1975, 1976, and 197_7 were obtained directly from the
cytogenetics laboratories at the University of Washington
and the University of Oregon, the only laboratories doinq\

~ cytogenetic studies in the northwestern United States. A

negligible numbér of studies (<20) were sent tq laborato-

ries in California, and ars not included in the tabulation.
Ouly studies done for Washington residents aged 35 and old-
er were included. The annual numbers of live blirtht in
Washington to women aged 33 and older were ol:uimd from
the Washington Department of Health Bcrviccl'.qtvltll Records

The annual numbers of members of m"éroup Realth
)
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Cooperative of Puget Sound who underwent midtrimester amnio-
centeais for the purpose of cytogenetic studies during 1978,
1976, and 1977 were compiled from billing invoices receivead
from the cutside laboratory (at the University of Washington)
where the studies were performed. Only those atudies done
for members aged 35 and older were included. ' The annual
numbers of live births to Group Health members aged 35 and
older were oﬁtainsd from hospitalization data compiled by
the Professional Activities Study for the Group Health
Hospital where all Group Health maternity patients are ad-
nitted.

The numbers of stats residents who underwent prenatal
cytogenetic diagnosis in Oregon in 1976 m;d 1977 were ob-
tained from the cytogenetics laboratory at the University
of Oregon where it is estimated that 98 to 99 per cent of
all amniotic fluid cytogenetic studies are psrformed for
residents of that state. A negligible number of studies may “
be sent to laboratories in California; none were performed
at the miw:-ity of Washington. Live birth data ohtained
from the state department of vital statistics were supplied
b& the Genetics Department rat the University of Oregon.

Data concerning prenatal cytogenetic diagnosias were
compiled specifically for research pu:pont/}rﬁn Kaiser
Poundation Health Plan of Oregon. Mrﬁx data wers routine-

'ly cqllected, and maternal age at the time of delivery was

manually tabulated from birth records. .
' B 4




The Maternal and Infant Ssction of the California
Department of Health sor\ri‘co-\?collcctl data from all labora-
tories performing cytogenatics studies in that state. Birth l
data are also collected by the departemnt. Data are col=-
lected separately for each county, permitting a precise .
geographic match for the menmbership of the Kaiser - Southern
California plan. The counties oorr‘upondinq to the Southern
California Pexrmanente Medical Group, and included in calcy-
lating the rates for the qmzal population in Southern
California were lLos Angeles, San Diego, San Bernadino,
Orange, Riverside and Ventura.

The number of prenatal cytogenetic studies performed

| ’» €) for members of the Kaiser Foundation Health Plan of Southern
%? ! California was obtained from billing records for outside
‘5; ¢ laboratory ssrvices. Birth data were routinely collected
A%{i by tha plan,

——— A .
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CHAPTEN IV

RESULTS

v

The membarship of the four prepaid group practices
included in this atudy nunbers 2,675,000, and accounts for
368 of the total mambership of prepaid group practices in
the United States based on the 1978 statistics provided by
the Group Health Association of America. The comparison
populations comprise Jn\ of the general population of the
United States. ‘

’ The utilisation rate for midtrimester cytogenetic
diaqnélh members of prepaid group practices is equal to
or greatex than that of the qooqnphi_onlly corresponding
populations-at-large in each of the four sattings (Figure 1,

| Table 1). There is a trend over time towards increased

utilisation of prenatal dhgnoitic sexvices in every
setting
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TABLE 1t UTILIEATION BATES FOR PREMATAL GYTOORNNTIC STUDINS

(o) |- Y GHOGRAPEIC ARMA M) PRACTICN SETTTNG
Locatios | °, YRAR  Fo. PREMATAL
‘ . sTU0IES
Vaskington
/ a) Gemeral Populatica 1975 67
‘ 1976 138
wn a0
b) Prepaid ‘Practice 1978 1
76 88
) 977 A6
Oregon : |
a) )Gtunl. Population 1978 109
¢ , 977 202
' ) b) Prepaid Practice 1976 19
“ ) ' 1977 51
' Southera Californts o
B ®) Generel Populatien . 1976 1398
. L e
b) Frepaid Practice ' 1976 v\ Mpe
1977 | 377 ’
Bev York City
8) Cemerel Mopulation 1077 1730
“

: ») Prepaid Prectics wn

N ‘.'x “ \0 ‘
ased ca #1essd yoar 19N-1977

4
i

No. NOMBR
ELICISLE

17y
1087
2088
100
1Y)
151

112¢
1231
118

12092
1297
1630

942
Al

RATE

3.9
8.4
13.3
10.8
27.6
3.3

9.7
16.1
16.3ﬁ
39.2.

13.2
17.4
1.8
20.9

22.0
2.2

&
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FIGURE 1 ’
A COMPARISON OF UTILIBATION RATES FOR ‘
PRENATAL CYTOGENETIC STUDIES BETWREN N
MEMBERS OF PREPAID RACTICES
i AND THE GEOGRAPHICALLY CORRESPONDING
POPULATIONS=~AT-LARGE
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DISCUSSION

The, study waa conducted in multiple geographic settings
to ensure that results would not simply reflect area-specific
-utilization patterng for prenatal diagnostic .services. ’Mid—
trimester mnnioét;ntesis for prenatal cytogenetic diagnosis °
was selecj:e"d as a tracer for this investigation because it
represents both a cost and labor intensive technology which
may be assumed to be medically non-discretionary fo:; a de-
‘ﬁ.ned and identifiable segment of the populat?lon. This as-
sumption is justified on the basis of repeated studies which
have concluded that the procedure is safe, accurate, and re-
liable as well as cost beneficieal for the primary prevention
of Down Syndrome.n'u Because all such studies have advo-
cated midtrimester amniocentesis for all pregnancies in women
aged 35 and older and in women with a positive family history
for a.detectable disorder, the data included in }m- study
are limited to those groups. ‘

The number of live birtha to women aged 35 and older
was used as a proxy, for the g:otal number of pregnancies in
that age group. This substitution is justified because women
"ahorting spontanecusly durlnq the firat trimester or those
slecting abortions .cannot be considered candidates for pre-
natal diagnosis. Furthermors, the number of wbortions ..
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elected on the &sia of an abnormality detected by prenatal

diagnosis would be too small to subatantially alter the cal-
culated rate, and would be roughly similar in the contrasted
practice settings.

The validity of the data is implicit in the sources
from which they were (collected. Birth data were obtained
from hospitalization records, birth certificates, and tabula-
tions of recorded live births kept specifically for the pur-
posa of monitoring the size of given populations. It is
unlikely that any consistent bias exiasts in the routine
collection of these data.

The number of deliveries which may occur in locations
geographically removed from a woman's pldce of residence
would be gquite small in comparison to the total numbers%of
live births occurring within the geographic settings studied.
'rhuu: any such discrepancies which might exist in the birth
data would be inconsequential for the purposes of this study.

The use of private physicians' services by members of
prepaid group practices has been demonstrated in the past to
be ninin“nlz“'e'u’eza fees for private obstetrics care pro~- #
vide powerful d;.sincentivus for such out-of-plan use.
Moreover, it is particularly unlikely that grouﬁ manrbers who
receive their prenatal care and prenatal diagnostic services -
fr;n!qroup physicians would opt out of the group for dpliver“yf.
It .is, therefore, unlikely that any mjo:r discrepancies exist
in hireh 'ﬁatg as a rasult of oug-o;-plaﬁ use.

1
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0 The number of midtrimester amniocenteses performed for
cytogenetic studies was obtained from billing invoices, labo-
ratory records, and records maintained specifically for the
purpose of monitoring the utilization of prenatal diagnostic
services. The numbers repressnt actual counts of services
provided, and any errors would result only from under-report-
ing. Consequently, the rates calculated in this study repre-
sent the lowest possible utilization of prenatal diagnostic
sexvices by mambers of prepaid group practices.

, ‘ Despite efforts to assure that the numbers of pre-

' natal diagnoatic services performed for the populations-

at—-large in each of the study settings are complete, it is

C possible that some studies wers performed by laboratories

~ls

outside of the geographic area. However, such out-of-area

studies would have a small éffaot on the calculated rates

becauss the denominators, women eligible for prenatal diag:—
"‘” ' nosis, are large.
{ o The study did not attempt to determine causal rela-
) ; L tionships. lio’invor, it is of importance to ascertain that '
é& Y. the utilisation patterns demonstrated in this .study are
‘%&Z o attributable to some aspect of prepaid group practice rather
"%1 than to some confounding variable. o

While the accessibility of prenatal diagnostice ser-
vices may limit utilization, it is unlikely that the general-:

1y high utilization ratas noted in prepaid group practices
can be explafned on the basis of access. The hl;orﬁorin

L
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performing cytogenetic studies within the time frame of this
investigation were in all cases unaffiliated with the prepaid
group practices studied, and services were available to all
on a regional basis. There was no suggestion of preferential
treatment for members of prepaid group practices, although,
if such treatment did exist, it could only be interpreted as
a favorable comfientary on prepaid group practice.

Past studies have&demonstrated that members of pre-
paid grdup practices generally seek prenatal care at an
sarlier stage of pregnancy than women in the general popula-

3., Fewer financial barriers exist to cause prepaid

tion.
group practice members to defer medical care or refgsa medical-
ly indicated services. This may in part explain the higher
rates observed for prenatal diagnosis in some prepaid prac-
tice settings; delayed entry into the health care system by
members og the general population may have precluded mildtri-
mester amniocentesis, thus lowering the comparison rates.

Other sociodemographic differences may well exist
between the impulat:l.onn enrolled in prepaid group practices
and those served by fee-for-service physicians. Similarly.
physician characteristics and practice habits may vary con-
lidcr:bly between those who choose to practice :Win tradi-
tional or alternative systems of health care delivery.

Finally, some variqation in the utilization of un;icu
may be directly attributable to the health cire system, per
ss, and to the practice incentives intrinsic to its organisa-

|

tion. ' ) \
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While each of the group practices studied offers a
broad range of wmedical services on a prepaid basis, they
differ in a number of respects including sociodemographic
characteristics of both subscribers and physiciang, size,
level of integration, organizational structure, centraliza-
tion of medical authority, and extent of provider controls.
These consumerx, provider, and organizational factors may
all contribute to differences in utilization rates between
settings. The value of such comparisons are limited in
this study, however, because of differences in the methodolo-
gies employed in the various settings for obtaining data and
calculating rates.

The diffusion of knowledge and innovation are facili-
tated if they are compatible with organiszational goaln."'
Thus, the use of a preventive and cost beneficial technology
is entirely consistent with the cobjectives of prepaid group
practice, health maintenance and cout-coﬁtrol. Moresover,
qualif:y. assurance programs may be more easily implemented
in more centrally directed medical groué settings; indeed
such programs exist in each of the prepaid group practices
42 - ¢

While evidence demonstrating a decreased utilization
of medical services by members of prepaid group practices is
incontrovertible,l™®
the contention that this reduction in sexvices'is {ndiscrimi-
nate. In each of the settings investigated, utilization

the data presented here clearly refute:-

}
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rates f6r prenatal diagnostic services for members of pre-
paid group practices were equal to or greater than those
rates calculated foL the geographically corresponding popu-
lations~at-large. This finding is particularly significant
in light of the lower utilization rates previously observed
for discretionary services by members of these same prepaiad

1" 1te results suggest that whatever

group practices.
factors are responsible for the reduction of discretionary
services delivered to members of prepaid group practices,
these factors need not interfere with the delivery of non-
discretionary services necessary for the practice of high

fquality medicine.

=3
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APPENDIX I
1 0 " GLOSSARY

‘ AMBULATORY SERVICES: Those services not requiring hoapital
v . aMnigu

i BENEFIT:, 1. The amount payable by the insurer toward the
coat of various covered medical or dental services.
2. The medical or dental service or procedure
covered by the program.*

* . ) BLUE CROSS8: An independent, not for profit membership
b corporation providing protection against the costs

' of hospital care, and in some policies aleo pro-
tuctign against the costs of surgical and professional
care.

] BLUB SHIBLD: An .tndorndtnt not for profit membership
association providing protection against the costs

b of surgery and other items of medical care. Some
] policies also offer protection against the costs of
| hospital care.*

. CAPITATION: A reimbursement system providing for the
I C) payment of a fixed sum per person, regardless of the
' number of services used.

COVERAGE: The extent of insurance benefits.®

B DUAL CHOICE: Refers to federal legislation (U.8.A.) that

. requires employexs to give their employses the option
to enroll in a local health maintenance organization
rather than in the conventional employer-sponsored
health program.*

DISCABTIONARY SBRVICES: Those sexrvicds subject to questions
of medical judgment.

FEDRRAL BMPLOYEES HEALTH BENRFITS PROGRAM: A large cmplorr
sponsored contributory health ingurance program providing
employees with a wide range of choices of health care plan.

FEE-FOR-SBRVICE: The method of billing by physiciana or
dentists in private practice, whereby the dootor or
ghntht\ charges for each professional service performed.*

*m&gﬁrqamry MT: Insursnce Nandbook for the Nedical
de
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GROUP HEALTH COOPERATIVE OF PUGET SOUND: A large health
maintenance organisation of the prepaid group practice
model offering a complete range of medical services
as well as hospitalization benetits.

HEALTH INSURANCE PLAN OF GREATER NEW YORK' (HIP): A private
non-profit insurance plan providing both inpatient and
outpatient services on a prepaid basis. Care is pro-
vided by partnerships of physicians who practice in
groups. Hospitalization is not provided.

HEALTH MAINTENANCE ORGANIZATION (HMO): An organiszation that
provides for a wide range of comprehansive health care
services for a specified group at a fixed periodic
paymant. An HNO can be aponsored by the government,
medical schools, hospitals, employers, labor unions,
consumer groups, insurance companies, or hospital -
medical plans.*

INDBMNITY: A benefit paid by an insurer for a loss insured
under a policy.*

INDEPENDENT PRACTICE ASSOCIATION (IPA): An organimation of
physicians sponsored b! a state or local medical as-

., sociation, oconcerned with the development and delivery
of medical services and the cost of health care....A key
feature is its dedication-to an incentive reimbursement
system...on the basis of fee-for-service.*

INPATIENT SERVICKS: Those services requiring ﬁonpitnintion.

'XAISER FOUNDATION HEALTH PLAN: The largest health maintenance

organization in the United Btates. It provides both
hospitalization and a full range of health services to
an enrol d/gopn).auon on a prepaid basis. Hsalth care
is provided by olosed panels of physicians functioning
in the multispecialty group practioe model.

NON-DISCRETIONARY SERVICES: Those services absolutely neces-
sary in a given situation, and, therefore, not subject
to queations of medical judgment. :

OUT-OF-PLAN SBRVICES: Those sarvices not covered in the bene-
£it package of a health plan.

PREPAID GROUP PRACTICE: A plan under which specified health
services are rendered by participating pqnichm to an
anrolled group of persons, with fixed periodic payments

made in advance, by or on behalf oc\ each pexrson or family.*

! I
*Qnouog!{rohroﬁamry MT: Insurance lllandbook for the Nedical
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PREPAYNENT: Medical insurance Mnotiu paid for in advance,
- genexrally though monthly premiums.*

'RANGE OF SERVICRS: The apectrum of services included in a
‘ benefit package, e.g., inpatient sexvices, outpatient ]

. sexvices, emergency serviges, eto.
o ! RISK: Any chance of losa.*

/ SUBSCRIRER: One who belongs to a group plan. lynonyiu:
/ enrollee, inauxed, or policy holder.*. \

= -
o i ¥
s .

%

g

E <
)

PR

W
o
b

S

AL

.
&
Shn
1% 1
3 5 ‘ ‘
* g B M ~ 3
£8 . '
b .
.é.' 5
N
b
i
\.tf‘
ta L%
e
2
CX
Wiy
L " N s
TR i - \
i ty o
.
‘ o
11 » - ®
s 1 ' f 4
] H b wy v
, .
. \ )
} ' '
\\ A a
«
! ’ Iy v
s
~ B
P
\ '
4 et 5 . ,
oy .
‘
. . i ) .
4 )
. . .
L 3 5
.
- ' . .
' ] i *
Lo . P . Cu
N N § . N
K | s + s .
H o - f v
- s R
Ll : s R : . i
. . . \ . \
A ST I ! 1
D ' - S s . ¢ R \ .
L] Baoon, ‘o ey . - \
. ST, " B ' : 1 o + .
T PN P )
. ’{L':[, o Ty R LT 5 : . , )
AR I R S AL Wiy 20 ha v PO N ' l
R “;s),‘ux ) Sty R - ot \ .
RS+ wihtg ~ v . . o R .
.:-.\f* 5 . 13 o . ' . \
TR Mgt oL - T b .
o h . . .
AR o, % oo . .
.‘(s Xy = 13
i 3 1Y )
- = ! [
<ol b
B \ . sy T .
- * ¥ hd v N - N
P Ay it ' . v
PO R ~ Y . :
fa. g b . B S R 5!
VoA an ' T g e PR *




