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Supmary

This document reviews the findings of studies of the clinical
and economic performance of Ontario’s Health Service Organizations
and makes recommendations for further evaluation. The tentative
conclusions regarding HSO performance indicate that:

1. The HSO program in total and some HSOs individually have
lower rates of hospitalization of their patients.

2. The use of ambulatory care by HSO and FFS
patients is about the same.

3. HSO physicians manage greater patient loads.

4, HSOs employ more non-physician health personnel.

5. Some HSOs provide higher quality of care.

6. Some HSOs are better structured to deliver preventive
services to their patients.

7. HSC physicians are more likely to believe their method
of remuneration favours the delivery of preventive
services.

8. HSO patients are less satisfied with their care.

These conclusions are tentative because there are several
methodological problems with the studies on which they are based:
eg. the estimation of the true size of a practice, the self-
selection of patients and providers, and the calculation of costs
(particularly for hospital care). As well, the existing evaluations
involve few centres and there are many differences among the
centres. Hence generalisations of the findings to the wider
population of providers may be invalid.

It appears that although payment mechanisms can affect the
cost and quality of health care, the differences within modalities
are as great or greater than the differences between modalities.
Factors, other than payment mechanism which have been found to
affect the quality or cost of health care include: group practice,
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peer review, other financial incentives, other organizational
determinants (eg. institutional links), the use of non-physician

providers, and the provider selection process.

An important step in evaluation is to set out the core
objectives of the program under evaluation. Primary objectives
might include shifting physicians to non-FFS practice, reducing
hospital utilization, enhancing disease prevention and health
promotion activities, promoting better maintenance care for chronic
illness, and enhancing the health status of the population.

once the primary objectives are clearly specified measurable
targets may be selected. To guide the development of the HSO
program it is important to identify other practice features
associated with better performance rather than simply study the
effects of payment mechanism alone.
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The development of HSOs has been guided by the assertion that
health care providers paid by capitation could provide the same or
better quality care for less cost than providers paid on a fee-for-
service basis. The empirical support for these assertions has
largely come from studies comparing fee-for-service (FFS8) to non-
fee-for-service practices outside of Ontarioc. But the non-FFS
practices in these studies have often differed from HSOs in terms
of their structural and financial characteristics.

Studi of

Ten reports were found which compared the economic or clinical
performance of HSOs and FFS practice. In order to grade the quality
of the results of the studies, the following scheme is used in this

paper:

+ Some Jjustification for making the statement but the
confidence level is low and further investigation could easily

alter the conclusion.

++ More justification for the statement but the results should
still be congidered tentative for important policy decisions
without further investigation.

+++ Based on convincing empirical investigations from a
substantial number of studies. A large number of studies showing
different results would be necessary to reverse this conclusion.
Findings

The HSO program in total and some HSOs individually have lower
rates of hospitalization of their patients.++

The utilization of ambulatory care by HSO enrollees is
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approximately the same as for FFS patients.+
HSO physicians manage greater patient loads. ++

HSOs employ more non-physician health-care personnel.++

HSOs provide a higher quality of care.+

HSOs are better structured to deliver preventive services to their
patients.+

HSO physicians are more likely to believe that their own method of
remuneration favours the delivery of preventive services.+

patients of HSOs are somewhat less satisfied with some aspects of
their care.+
Probl wi H a io

There are several methodological problems which limit the
usefulness of the evaluation literature. These include:

* The estimation of the true practice population

* The self-selection of patients and providers

* The calculation of costs (particularly for hospital care)

* The limited attention given to within modality variation

Canadi on-= ive ities

Findings from evaluations of other Canadian non fee-for-
service modalities (in particular Community Health Centres (CHCs))
offer some lessons for the HSO program. A controlled study of the
performance of CHCs found that the overall costs of care were
between 13% and 17% lower. Quebec’s centres locaux de services
communitaires (CLSCs) were found to provide higher quality care
for patients presenting with headaches, more appropriate cancer
screening, better cancer prevention services, and more complete
childhood immunization. (In the United States, the findings are
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equivocal whether community health centres have decreased the use
of hospital emergency rooms and outpatient clinics.)

Heal inten e anizati
In the United States over 31 million people receive their
health care from Health Maintenance Organizations (HMOs). The main

conclusions from studies of HMOs are:
HMO patients have less hospital utilization.+++

HMO patients use approximately the same amount of ambulatory care
as FFS patients.+++

HMO physicians have greater patient loads.+++

HMOs use non-physician health care personnel at the same rate as
FFS practices.++

The quality of the care delivered by HMOs to typical patients is
the same as that in the FFS sector.++

HMOs deliver more preventive services.+

HMO patients are less satisfied with their care.++
erview o iri u
Payment mechanisms can affect the cost and quality of health
care in at least some places at some time. But, differences within
modalities are as great as or greater than the differences between
modalities. Factors other than payment mechanism which have been
found to affect the quality or cost of health care include:

* practice organisation (solo yersus group)
* peer review
* other financial incentives
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* other organizational determinants eg. institutional links
* use of non-physician providers

The findings of some studies indicate that certain types of
non-FFS practice can provide the same quality of care as FFS
practice and at less cost. There ig also support for the hypothesis
that certain types of non-FFS practice deliver more prevention and
health promotion services than the average FFS practice. However,
findings also indicate that factors other than payment method are
important for efficient, effective health care.

An Eva io r

The first step is to set core objectives for HSOs based on the
overall goal of improving the efficiency of health care provision.
These could include:

shifting physicians to non FFS practice

reducing hospital utilization

enhancing disease prevention and health promotion
promoting better maintenance care for chronic¢ illness

* * ¥ » =

enhancing population health status

Once primary goals are specified then measurable targets may
be derived. Empirical findings indicate that payment method can
affect clinical performance and that sowe HSO0s are performing in
a superior fashion. To guide the development of the HSO program it
is important to have a better understanding of the other factors
which make some HSOs successful in certain parameters while others
are not. In order to plan new delivery modalities (including other
non-FFS modalities like CHCs and Conprehensive health
organisations, CHOs), these other features should be identified
rather than study the effects of payment mechanism alone.



I. INTRODUCTION

The development of Health Service Organizations has been
guided by the assertion that health-care organizations paid on the
basis of capitation could provide the same or better quality care
less cost than primary care providers paid on a fee-for-service
(FFS) basis. For example, in the Toronto Star, Rosemary Speirs

wrote,

[The HSO program] encourages doctors to practice
preventive medicine, so that patients won’t need
attention and doctors save money.

But, the empirical support for these assertions has largely
come from studies comparing FFS to non-FFS practices outside of
Ontario. In addition, the non-FFS practices in these studies have
often had significant structural and financial differences to the
typical Ontario HSO. In this paper the literature on the
performance (financial and clinical) of Ontario’s HSOs is
critically appraised. The empirical findings on the effect of
payment system in other Jjurisdictions. Finally proposals are
advanced for the evaluation of HSOs.

In this paper an HSO is defined as a health care facility
which provides clinical diagnostic, therapeutic, and preventive
services to a roster of regular patients and to transient patients
and is paid (in the main) by capitation.

A community health centre (CHC) is defined as providing
clinical diagnostic, therapeutic, and preventive services to
regular, special care and transient patients as well as
participatory health promotion to a defined geographical or
demographic community. The facility is not paid, in the main, by
fee-for-service or capitation.
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II.A. SOURCES FOR REVIEW

Various sources were used to locate studies of HSOs. These
included the library of the Ontaric Ministry of Health, Ministry
officials, health service researchers, and selected HSOs.

Ten reports comparing the economic or clinical performance of
HSOs versus FFS practice were found. These are identified with an
asterisk in the bibliography at the end of this report. Eight of
these reports are discussed in detail in Appendix A. Six of these
were published between 1973 and 1981 and concern the Sault Ste
Marie Group Health Association (SSM~-GHA) or the St. Catharines and
District Community Group Health Foundation. The routine reports
from the Ambulatory Care Incentive Program (ACIP) were also used
to provide comparative data on the performance of HSOs. A nunber
of other reports were reviewed which concerned HSOs or investigated
selected performance indicators for particular HSOs.

IT.B. RESULTS OF THE CONTROLLED STUDIES OF HSO PERFORMANCE

The University of Michigan/ University of Toronto Study,
Ministry of Health SSM-GHA/ Glazier Health Centre Study, and the
Wolfson Study had serious methodological problems (see Appendix A).
Consequently these studies are not included in this discussion. In
order to grade the guality of the results of the other studies,
the following scheme, adapted from Luft’s review of HMOs, is used.

+ Some justification for making the statement but the
confidence level is low and further investigation could alter the

conclusion.

++ More justification for the statement but the results should
still be considered tentative for important policy decisions
without further investigation.



3

+++ Based on convincing empirical investigations from a
substantial number of studies. A large number of studies showing
different results would be necessary to reverse this conclusion.

.B.i. The ospitali -io

The HSO program in total and some HSOs individually have lower
rates of hospitalization of their patients.++

The Ministry of Health initiated the Ambulatory Care Incentive
Program (ACIP) in 1979 to provide an incentive for HSOs to deliver
ambulatory care as a substitute for institutional care. The
hospital utilization of HSO patients is compared to hospital
utilization in that particular region of the Province (with
appropriate adjustments for different age/sex mixes of the
populations). The HSO receives one-third of the average per diem
hospital cost in that community for each day of hospital care
‘saved’. For this report, the ACIP data was reviewed for 1987-88
for 28 HSOs (19 physician sponsored, 5 university sponsored, and
4 community sponsored). |

-PERGENT D‘IFFERENGE IN Host\LIZAﬂON 1987-198
i { By HSO sponsorship )

s s 35 3% % 3

Figure 1. Differences in hospital utilization of HSOs relative to
FFS by type of sponsorship. Data source -- Ontario Ministry of
Health (ACIP).



4

Figure 1 indicates that overall, the hospital utilization of
HSOs was 21.7% lower than for FFS. It was 20% lower for the
physician sponsored HSOs, 10.2% for university-sponsored HSOs, and
29.9% lower for community-sponsored HSOs. These data indicate that
the HSO rate of hospital utilization is falling faster than in the
FFS sector. The HSO hospital utilization fell 10.6% from 1984-85
to 1987-88 while the decrease was only 4.5% for FFS.

The Hastings et al (1972), Mott et al (1973), and DeFriese (1979)
studies showed that the SSM-GHA patients used fewer hospital
services than patients of FFS physicians in Sault Ste Marie. The
reductions in hospitalization seen in the three controlled studies
and the current ACIP data were of the order of 30%. The S5t.
Catharines Clinic was estimated to have approximately 20% lower
rates of hospital utilization for its patients. The studies of the
gSM-GHA showed the lower utilization of heospital care was largely
due to a lower number of admissions. The average length of stay for
an admission was approximately the same. The study of S5t.
catharines showed -the opposite trend: lower hospital utilization
at that clinic was largely due to shorter lengths of stay, not
fewer admissions.

The current ACIP data show that the main reason for lower
hospital utilisation of HSOs is fewer admissions. Admissions are
about 15 per cent lower than under FFS while length of stay is only
5 per cent less. The lower hospital utilisation of physician-
sponsored HSOs arises from fewer admissions and shorter stays of
similar proportions. The lower hospital utilisation of community-
sponsored centres arises from lower rates of admission alone.

As Barer (1981) noted though, a reduction in overall hospital
utilization does not directly translate into a comparable reduction
in expenditures (see section IID below). He calculated that a 20%
reduction in the number oﬁ{hospital days might lead to a saving of
only 5 - 8% in hospital costs.
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The wutilization of ambulatory care by HSO enrollees is
approximately the same as for FFS patients.+

Hastings et al (1973) had difficulty measuring the utilization
of medical services but Mott et al (1973) and DeFriese (1974) found
similar utilization rates for the SSM-GHA patients compared to FFS
patients in Sault Ste Marie. The St. Catharines/Brantford Clinic
Study showed higher levels of service utilisation and costs for the
st. Catharines Clinic. However, closer analysis shows that the
number of ambulatory services per patient was very similar. The
total costs of ambulatory care were also likely to be similar.

Liii. Hum eso utilizati
II.B.iii.a. Physician utilization
HSO physicians manage greater patient loads.++

Lomas and Cushman (1974) calculated physician to population
ratios in all 17 HSOs existing in 1982-83 and compared this to the
FFS sector in Ontario. They found that HSOs used approximately 22%
fewer general practitioners and about 40% fewer specialists.

They concluded that fewer doctors would be required if there
were more HSOs of the type then in existence. The results for
general practitioners are shown in Figure 2. Three estimates of
the physician to population ratioc were made for each delivery
modality. It is apparent that the ranges do not intersect even
under the least favourable assumptions for HSOs and the most
favourable assumptions for FFS.



POPULATION PER GENERAL PRACTITIONER IN
HSO AND THE FEE-FOR-SERVICE (FFS) SECTORS 6
2000

1500

1000

B stinieum satinste B3 Best satimaie 5 Maximum entimam

Figure 2. Population per general practitioner in HSO and FFS
sectors. From Lomas and Cushman 1984.

IT.B.iii.b. Utilization of non-physician personnel
HSOs employ more non-physician health-care personnel .+

Nurse practitioners (now usually referred to as primary care
nurses) and other non-physician health care workers have
considerable potential to substitute for physicians in the delivery
of a range of services. HSOs have a financial incentive to
substitute more appropriate personnel for physicians. A number of
studies which have indicated that there are non-economic reasons
for the poor utilization of other health-care personnel. Lomas and
Abelson (1988) report that HSOs are more likely to have nurse
practitioners than solo or group FFS practices. The use of non-
physician health-care personnel in HSOs is still considerably less
than the potential indicated by the literature.

.B,iv. it e
IT.B.iv.a. Overall quality of care

HSOs provide a higher quality of care.+



7

The physicians at the St. Catharines (HSO) and Brantford (FFS)
Clinics cooperated with the Ministry of Health to develop a
protocol for evaluating the quality of care provided for six
‘tracer’ conditions (ambulatory diabetes care, institutional
diabetes care, cholelithiasis, myocardial infarction, well-baby
care, and perinatal care).

Physicians were used to rate the charts of those patients with
the ‘tracer’ conditions. The gquality of care audit showed higher
quality care at the St. Catharines facility. It was noted that much
of the difference in the ratings of gquality of care may have been
due to the better record-keeping at the St. Catharines facility.

DeFriese (1975) found that GHA female patients were more
likely to have had a ‘comprehensive’ examination® than their FFS
counterparts.

II.B.iv.b. Delivery of preventive services

HSOs are better structured to deliver preventive services to their

patients.+

According to Vayda (1988) HSOs and CHCs considered together
are more likely to have recall systems for immunization and pap
smears than FFS group practices in Ontario. Lomas and Abelson
(1989) found this trend but their results were not statistically
significant. Lomas and Abelson also found tremendous variations
among practices within payment modalities.

* Comprehensiveness was defined by the proportion of six
specified procedures of the physical examination which were done
on the most recent visit to a physician.
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HSO patients are less likely to see the same doctor on each
encounter but are more likely to be satisfied with certain
logistical aspects of seeking care (eg. less waiting time to see
a doctor, more convenience for lab and x-ray testing, and easier

parking) .+

DeFriese (1975) and Mott et al (1983) found that persons
attending FFS doctors in Sault Ste Marie were more likely to report
seeing the same doctor for all episodes of care than patients
attending the SSM-GHA. They also reported greater ease in speaking
to a physician by telephone. But persons attending the GHA were
more likely to report ease with logistical aspects of care (eg.
less waiting time to see a doctor, more convenience of lab and x-
ray testing, and easier parking).

HSO physicians are more likely to believe their own method of
remuneration favours the delivery of preventive services.+

Lomas and Abelson (1988) found that doctors in HSOs (and CHCs)
felt that their style of remuneration favoured the delivery of
preventive services while the FFS doctors surveyed thought that
FFS generally did not favour the delivery of preventive services.
No data have been found on the attitudes of non-physician
personnel.

II.C. OTHER RELEVANT INFORMATION ON HSOs

Anderson et al (1985) found that the estimate of the patient
roster for the Sharbot Lake HSO was reliable and valid. However,
this survey was conducted in an area where approximately 20% of the
residents were reqgular patients of the HSO. In a community with
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less HSO penetration, there would pe less possibility of someone

on the roster actually being a patient at an HSO.

Lomas et al (1986) studied use of outside services by patients
attending the Henderson General Hospital (Hamilton) family
practice. The results showed that 5% of patients surveyed had used
an outside service in the previous month and 7% had used at least
one outside service in the previous three months. Almost all of the
outside use was for emergency care. Furthermore, 65% of the
respondents claimed not to Know that the HSO lost income when they
used outside services and 27% said they would use outside services
less as a conseguence.

II.D. METHODOLOGICAL PROBLEMS WITH THE EVALUATION DATA

Research in primary care is plagued by inaccurate estimation
of the true population served by a practice (Anderson et al 1988,
Bass 1976, Fraser 1978, Fraser and Clayton 1981, Smith 1988).
Anderson et al (1985) showed that one H30 roster was quite accurate
but, as noted above, this may be less likely in areas with less
HSO market penetration or more FFS competition than that analysed.
FFS practices do not have a financial incentive to keep track of
regular patients, and conventionally define their ‘list’ of
patients as persons who have used the practice within the previous
24 to 36 months.

Evaluations of HSO versus FFS which use only persons who
utilize a practice within a particular time period will eliminate
those patients who are low or infrequent users. Because HSOs do
not have a financial incentive to see patients, a higher proportion
of an HSO practice is 1likely to be composed of these types of
individuals. The elimination of low users from the evaluation
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would therefore artificially inflate the utilization rates per

capita of HSO patients.

On the other hand, evaluations which use the entire HSO roster
versus FFS patients who have utilized services within a certain
time period will artificially inflate the utilization rates per
capita of the FFS patients. The severity of this bias increases
as the time period under study is reduced.

4

D.ii he f-zel jon ent nd ovi

In general Ontario residents can choose where to obtain
primary health care. Certain practices tend to attract certain
types of patients and practice populations tend to vary
systematically on both measurable and unmeasurable characteristics
which may be correlated with health status and health-service
utilization. Although utilization data can be adjusted for age and
gender, there are other important determinants of health status and
service utilization which may be unmeasurable (eg. patient
attitudes) or difficult to measure (eg. case-mix).

similarly, physicians choose their practice locations and
styles. Physicians working in non-FFS practice may have a different
practice style from FFS doctors that is unrelated to payment
mechanism (see Pineault 1988). If patient health status or
utilization differences are observed between HSO and FFS practices
which are free of patient selection effects, it is not clear if the
cauge of the differences is the effect of the payment system or if
physicians with a particular practice style irrespective of payment
mechanism have simply chosen to operate under captation (i,e,
provider self-selection).

These self-selection issues affect all the studies reviewed
in this section but they have particular consequence for the
analysis of the ACIP data. Although these data are adjusted for age
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and sex, as mentioned above, this does not guarantee comparability
between the HSO and FFS patient populations. Another plausible
explanation for the lower utilization of the HSO patients could be
that they are systematically healthier and/or otherwise less in
need of hospitalization. On the other hand if there 1is some
indication that a particular practice has sicker patients (eg. is
located in a poorer part of the comparison area), then there is
more reason to believe any observed hospital utilization lower than
the area average is real. For example, one of the four community-
sponsored HSOs is located in a poor part of Toronto and yet it has
a much lower rate of hospitalization.

IT.D.iii. Co estima
II.D.iii.a. Estimation of the costs of hospital care

The estimation of the costs of hospital care is relatively
unsophisticated in the studies of HSO performance. The main problem
is that the hospital per diem rate is an average cost but the days
that HSOs might save are not necessarily average-cost days. We
would expect the savings to accrue mainly at the margin. In other
words, the days of inpatient stay or the reduced admissions for a
ward saved do not amount to enough bed reductions in any one
community to close a hospital. It may be difficult to justify (on
economic terms alone) laying off some staff or developing a
community program on the basis of the bed-days saved by HSOs unless
the market penetration of HSOs is greater than that seen in ontario
up to this point. Barer (1981) noted that a 20% reduction in bed-
days could resultsin hospital savings of only 5 to 8% because of
the effect of marginal reductions in inpatient stay and admission
costs and the increased need for ambulatory and community prograns.

* That is not to say, as Barer notes, that these savings are
not considerable in absolute terms.
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IT.D.iii.b. Estimation of the costs of radiological and laboratory
testing

The studies of the SSM-GHA and the St. Catharines Clinic had
severe problems in comparing the costs of radiological and
laboratory investigations. The two HSOs had onsite facilities but
the FFS clinics mainly used hospital-based facilities. The costs
of these hospital-based investigations could not be determined

separately.

D] Eva jons i e t and e indi

=) iabilij anon e

Most of the studies were performed in the 1970s and involved
the SSM-GHA and/or the St. Catharines Clinic. The St. Catharines
facility no longer exists and the SSM-GHA stands unique in many
characteristics. The SSM-GHA is a well-established, large, multi-
specialty, community-sponsored HSO with extensive use of non-
physician personnel and a strong sense of mission. Previous studies
of the SSM-GHA and current ACIP data indicate the facility is
almost certainly more efficient (i.e. uses less resources per unit
health status improvement) than the FFS sector in Sault Ste Marie.
But this does not mean that the results can be extrapolated to
other HSOs, particularly those which lack most of the SSM-GHA’s

key characteristics.

The limited data that exist on the population of HSOs show
great diversity in structure and performance. Lomas and Abelson
(1989) showed that variations within modalities are as great as
between modalities in regard to disease prevention activities.
There are also striking differences between HSOs in the populations
served, the numbers and types of personnel, sponsorship, and
overall programming. This gives more reason to be cautious about
extending the results of previous evaluations of individual HSOs
to all centres now in the program.
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YTT. I OF NON-FFS DELI MO TES

Some widely held beliefs concerning HSO performance arise from
generalizations made from research on HMOs in the United States.
A brief review of the state of this research is, therefore,
warranted. In addition Community Health Centres (CHCs) are often
included in the same category as HSOs, despite major differences
in structure, payment, and mission. In this section a review of

the knowledge in these areas is provided.

III.A. SOURCES FOR THE REVIEW

computerized Medline and Healthline searches were conducted
with a senior research librarian at the Health Sciences Library at
McMaster University. One search identified all recent articles
published by five key researchers involved in the Rand Corporation
Health Insurance Experiment. Articles published before August 1988
were listed in a separate published document from the Rand
Corporation. Another search used the MeSH terms ‘community health
centres’ and ‘fees and charges’ each in combination with

‘evaluation studies’.
III.B. EVIDENCE ON FFS VERSUS NON-FFS PRACTICE (EXCLUDING HMOs)
IT i mmun i Health Centres SA

buring the 1960s, the federal government provided funds for
the development of CHCs in poor areas of the country as part of
President Johnson’s "war on poverty". The aim of the CHC program
was to improve access to health services for poor people. The
findings of research studies suggests that CHCs did improve access
to medical and dental services. But the findings are less clear on
whether CHCs reduced the use of hospital emergency rooms and
outpatient clinics. No controlled studies were found which examined
health outcomes for CHC patients.
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I.B.ii. Communit a Centres (Canad

community health centres are Ilocated in most Canadian
provinces but even in provinces where they have a significant
presence (eg. Saskatchewan and Quebec), they provide primary
nedical care to only 5% or less of the population. There is little
evidence on the performance of CHCs in Ontario.

III.B.ii.a. Saskatchewan

In Saskatchewan there are four CHCs which provide primary
health care to approximately 4% of the Province’s population. At
present the CHCs are financed on a line-by-line budget although at
other times they have been paid on a FFS basis. In the early 1980s
a controlled study was conducted to compare the performance of the
Saskatoon and the Prince Albert CHCs to FFS practitioners in the
same communities. The results indicated that overall costs of care
were 13% lower for the Prince Albert CHC and 17% lower for the
Saskatoon CHC. Using a modification of the per diem rate, the
researchers estimated that hospital costs were 23% lower for the
Prince Albert CHC and 30% lower for the Saskatoon CHC. Most of
these cost differences resulted from fewer admissions although
lengths of stay were also shorter. Drug costs were also lower in
the two CHCs, partly because of fewer prescriptions but also
because the Saskatoon CHC had its own pharmacy.

ITI.B.ii.b. Quebec

Quebec introduced centres locaux de services communitaires
(CLSCs) in 1972 as part of the reform of the health and social
services system. There are now over 160 CLSCs in the Province
providing primary health care to about 5% of the population
(Bozzoni 1988). CLSCs are paid not by capitation but rather by a
conbination of global and specific program funding. They provide
a range of services including primary health care, social services,
home care, school health, and cccupational health. Most CLSCs also
have community organizers who engage in health promotion
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activities. Considerable variation exists in the range of services
provided, although the Quebec government has moved recently to
standardize service provision to include primary medical care,
primary mental health services, primary social services, home care,
and child welfare services.

vVarious studies have shown CLSCs provide higher quality care
for patients presenting with headaches (Renaud et al 1980), more
appropriate cancer screening (Battista 1983), better cancer
prevention services (Battista et al 1986), and more complete
childhood immunization (Allard et al 1985).

Battista et al (1986) studied the attitudes and behaviours of
430 general practitioners towards clinical prevention activities
for four types of cancer. The physicians were from four practice
settings =-- urban FFS, rural FFS, CLSC and University family
practice centres. The mode of reimbursement was statistically
significantly associated with more appropriate clinical activities
for all four types of cancer. Of note, women physicians were more
likely to engage in clinical cancer prevention activities,
particularly for cervical and breast cancers and particularly if
they were paid by salary.

Pineault et al (n.d.) surveyed a sample of 616 general
practitioners in different practice settings. CLSC doctors were
younger, were more likely to practice in a group, do less emergency
room and hospital work, and do more community health activities.
The CLSC doctors alsc were more positive about working in multi-
disciplinary teams, were interested in the demedicalization of
health care, favoured patient involvement in their care, and were
less likely to endorse a strict biomedical model of health care.
The authors suggested that self-selection is probably responsible
for the different attitudes displayed by physicians.
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III.B.ii.c. Ontario
Use of nurses, nurse practitioners, and other health care

personnel (social workers, chiropodists, physiotherapists) in 25
HSOs and 11 CHCs was analysed using data from the Ontario Ministry
of Health and the study by Lomas and Abelson (1988). The results
are shown in figure 3. HSOs use fewer non-physician health
professionals than CHCs. Lomas and Abelson report that CHCs were
more likely to use nurses and nurse practitioners for preventive

screening programs.

PROPORTION OF FACILITIES USING NON-MD PERSONNEL
{ HSQ, Ne25 CHC, Ne11 }
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Figure 3. Proportion of HSOs and CHCs using non-physician health-
care personnel. Data source -- Ontario Ministry of Health.

I1II.C. THE HMO EVIDENCE

Luft (1981) defines an HMO as follows;

* An HMO assumes contractual responsibility to provide or
assure the delivery of a stated range of health services.

This includes at least ambulatory care and inpatient

hospital services.
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* An HMO serves a population defined by enrolment in the plan.
* Subscriber enrolment to an HMO is voluntary.

* The consumer pays a fixed annual or monthly payment that is
independent of the use of services. (This does not
exclude the possibility of some minor charges related to
utilization.)

* The HMO assumes at least part of the financial risk or gain
in the provision of services.

In the United States over 31 million people receive their care
from HMOS. There are many types of HMOs® and the results of the
scientific literature must be interpreted with this in mind. The
Rand Health Insurance Experiment (HIE) was a watershed study in
the literature on HMOs. Nevertheless it examined the effect of one
particular prepaid group practice HMO (the Group Health Cooperative
of Puget Sound). {See Appendix B for details of the HIE).

In this section the findings on HMOs are summarized along the
same Six dimensions as for HSOs and graded in the same form, with
a slight modification. If Luft‘s conclusion was ++ Or +++ in his
review of HMOs (Luft 1981), and the results of the Rand Health
Insurance Experiment agreed with Luft, and there was no known
existing contrary evidence, the conclusion is presented as +++.

TIT.C.i. effe on spitalization

HMO patients have less hospital utilization.+++

* For example, by sponsorship, profit status, corporate status
of physicians, numbers and types of personnel, university
affiliation and ownership of institutions.
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Luft (1981) found that enrollees in pre-paid group practice
HMOs had approximately 35% lower rates of hospitalization.
Enrollees of Independent Practice Associations (IPA) HMOs had 5-
5% lower utilization'. In the Rand Health Insurance Experiment,
the HMO achieved a 40% reduction in hospital utilization (Manning
et al 1984).

I13.C.iji. T fac n a tor a

Pre-paid group practice HMO patients use approximately the same
amount of ambulatory care as FFS patients.+++

Luft (1981) found that, for comparable insurance coverage for
ambulatory care, HMO and FFS patients used the same number of
services. This was confirmed in the Rand experiment (Manning et a2l
1984).

C.iidi. ce iliza
TII.C.iii.a. Physician utilization
HMO physicians have greater patient loads than FFS physicians.++

Although Luft (1981) did not specifically address this issue
the Rand Study (Manning et al 1984) and other sources {eq.
Steinwachs et al 1986) indicate that HMO physicians service more
patients. This is probably because of more efficient delivery of
primary care {e.g. fewer call backs, better patient education,

etc.)

* IPAs are networks of individual physicians and physician
groups who contract with the IPA board to provide care at fixed
rates under certain terms and conditions to a recognized panel of
patients. The physicians bill the IPA on a FFS basis for care
provided to IPA patients but agree to certain conditions (eg. peer
review) in return for the opportunity to see patients.
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IITI.C.iii.b. The use of non-physician personnel

HMOs use non-physician health—-care personnel at the same rate as
FFS practices.++

Iaft (1981) distinguishes between two types of personnel.
Those who complement a physician’s practice (eg. a traditional
office nurse who prepares a patient for the doctor to examine) and
those who substitute for the doctor (eg. a nurse practitioner who
takes over well person care). Luft (1981) found that in practice
situations where physicians had more autonomy, complementary
personnel would be used but not, necessarily, substitute personnel.
Spritzer et al (1974) and Mitchell (1989) have noted that
physicians express concerns about a variety of issues regarding the
use of other personnel (eg. unclear liability) but, perhaps, are
more concerned about territorial encroachment.

ITI.C.iv. Quality of care
ITI.C.iv.a. Overall quality of care

The quality of the care delivered by HMOs to typical patients is
the same as that in the FFS sector.++

Noting the serious problems involved in the measurement of
quality, Luft (1981) found no consistent advantage for either HMOs
or FFS. The Rand study found that overall outcome measurements were
no different between the two groups (Brook et al 1983 and Ware et
al 1986) although there were some differences for specific
subgroups. Ware et al (1986) reported that lower-income, initially
‘at risk’ persons fared better with the FFS doctors while higher-
income, initially ‘at risk’ persons did better with the HMO.
However, Sloss et al (1987) found no more differences than might
be expected to have occurred by chance alone in a variety of

physiologic measurements. Unfortunately, the Rand experiment lacked
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. the numbers of subjects to have the statistical capability to
detect many clinically important differences. Additionally, the
results in the literature surveyed here covered only young to
middle-aged adults and specifically excluded the elderly and the
very ill. Yet these are the groups for which differences in health
care are most likely to make a difference in health status.

Francis et al (1984), Yelin et al (1986), and Wilner et al
(1981) have shown that, by and large, non-profit HMOs do not skimp
on quality. Hlatky et al (1983) showed that HMO cardiologists are
more conservative in their diagnostic work-ups than FFS doctors.
However, university based-cardiologists agreed more with the HMO
cardiologists than with FFS specialists in their approaches to
patients.

III.C.iv.b. Delivery of preventive services
HMOs deliver more preventive services.+

Luft (1981) noted the findings on the delivery of preventive
services equivocal. In particular, he noted that under equal
insurance coverage the delivery of preventive services was the
same. However, the Rand study did find a greater consumption of
preventive services in the HMO patients (Manning et al 1984). Luft
(1981), Pineault (1988b), and others raise concerns about the
appropriateness of the definition of ‘preventive services’.

I.C.v atient isfactj

HMO patients are 1less satisfied with their care than FFS
patients.++

The Rand Study found that overall satisfaction was lower for
HMO than for FFS patients and that HMO patients’ satisfaction was
statistically significantly lower for eight out of fifteen measures
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of satisfaction. Higher-income persons were more likely to be
dissatisfied with the HMO than lower income patients. Some of these
results may be due to certain idiosyncrasies of the Group Health
of Puget Sound at that time'. However, other types of
dissatisfaction™ may be due to the practice style of the HMO which
is integral to the cost savings of the HMOs. Luft (1981) found that
HMO patients were more likely to be satisfied with their care if
they attended a smaller HMO.

ITI.C.vi. Provider satisfaction

Overall, there seem to be no differences in the work satisfaction
of physicians in HMOs compared to FFS practice.+

Luft (1981) found HMO doctors were less satisfled in some
areas (feeling they had more demanding patients and inflexible work
schedules) but more satisfied in others (work week and income).
Luft pointed out that until the 1970s, HMO physicians had
frequently been ostracized by their colleagues because of their
practice choice. The Rand study did not look at this item.

.C.vij er relevant information o
# Group practices (HMOs or FFS) are more efficient than solo

physician practice. Groups with larger than 5 physicians
however, are less efficient than smaller groups.+

L]

For example, patients were often kept ‘on hold’ on the
telephone for over twenty minutes to make an appointment.

* HMO patients thought their doctors less technically
proficient because they didn’t perform as many investigations as
FFS doctors. This effect was particularly seen with the higher-
income patients.
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* HMOs provide better quality care than solo FFS practitioners
according to various measures of structure and process
(primarily better record-Keeping). However, HMOs do not
necessarily provide better care than FFS multi-specialty

groups .+
ITI.D. CONCLUSIONS

Although payment mechanisms can affect the cost and quality
of health care in at least some places at some time the differences
within modalities are at least as great as the differences between
modalities. Factors other than payment mechanism which have been
found to affect the quality or cost of health care include:

group practice

peer review

other financial incentives

other organizational determinants

* ¥ F ¥ F

use of non-physician providers

Some of these variables act to positively change physicians’
clinical behaviour. Others may not be associated directly with
physicians at all, eg. the better use of non-physician health care
personnel. Perhaps the key unresolved issue is the provider self-
selection process. Would the physicians in non FFS practice who are
more efficient than their colleagues in FFS also perform better
under any payment method?
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V. ALUATION ACTIVITI

V.A ¥ NEED FO CONCEPTUA

The results of existing research indicate that certain types
of non-FFS practice can provide care at least as good as FFS
practice and at less cost. Furthermore, certain types of non~-FFS
practice provide more health promotion and disease prevention
activities than FFS practice. But, the results aliso indicate that
factors other than payment method are important for encouraging the
efficient provision of health care. Research aimed at improving
the efficiency of health care provision should seek to identify
these other features rather than study further the effects of
payment mechanism alone.

It is also important to examine specific combinations of
factors. Battista et al. (1986) and Pineault et al. (1988a) have
shown that there are particular combinations which are more likely
to be associated with certain behaviours and attitudes in
physicians. In particular, female gender in combination with
salaried practice was associated with higher levels of cancer
detection activities, patient involvement in their own care, and
strong attitudes in favour of a social and preventive model of
health care.

lLocal factors may be as or more important than specific
practice factors. Hornbrook et al. (1985) has found tremendous
variation in hospital utilization between Kaiser-Permanente’s 14
regions --the magnitude of these variations being as great or
greater than between Kaiser and local FFS practices. Hillman et al.
(1989) demonstrated that financial incentives and HMO descriptors
explained only 15% of the variation in hospitalization between HMOs
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whereas market-area factors explained an additional 25%." Wennberg
(1985) noted substantial differences in patterns of practice
between communities. He points to clinical uncertainty combined
with the leadership patterns of medicine as the main factors in
determining practice styles, resource consumption, and quality of

care outcomes.

Tn other words, local factors may well have more influence
than financial and organizational factors. However, Pineault et al.
(1988a) suggest that these financial and organizational factors
can be important, in the long-run, in deternmining the local factors
which affect day-to-day practice decisions. For example, CLSCs
appear to have a different ‘corporate culture’ for doctors than
most HSOs in Ontario. One is, therefore, more likely to see
practice styles differing from FFS sector, especially over time.

It is also important to clarify the aims of health-care
provision in general, and primary health care in particular. The
style of practice of primary health care providers will not, alone,
be able to prevent a large number of diseases and conditions.
Pineault (1988b) makes the point that formal health-care services
have a relatively modest impact on the prevention of disease and
the promotion of health. If the aim of primary care is disease
prevention and health promotion, then an appropriate focus might

be community-based health promotion activities.
V.B. CONSID TTIO T ATUATING HS
The results of the studies reviewed indicate that non-FFS

modalities can (but may not) be associated with more efficient

practice. However, simply changing the mode of payment alone is

* This was when the market area variables were entered into
the regression analysis after the other independent variables.
Market area factors might have explained even more of the variation
if they had been entered first.
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unlikely to be enough. It is not clear that most of the HSOs in
ontario have the other key factors important for the success of

non-FFS modalities.

Saward (1969) has referred toc a ‘genetic code’ for successful
alternative delivery of health care services and identified six
necessary components: prepayment, group practice, an integrated
facility, capitation payment, comprehensive coverage, and voluntary

enrolment.
v.B.i. What are_ the g t HSO O ?

The most important step in the evaluation process is to set
out the core objectives of the program within the context of the
overall goal of improving the efficiency of health care provision.
Is the primary objective to move a significant number of physicians
to non-FFS practice? Is it to reduce the hospital utilization? Is
it to enhance disease prevention and health promotion activities?
Is it to promote better maintenance care for those with chronic
illness? Is it to enhance the health status of the population?
Once the primary objectives are clearly articulated, measurable

targets may be selected.

V.B.ii. t are e er ippo nt factors besides n—FF

payment.?

once the measurable targets have béen set it may be possible
to identify from the literature which factors are likely to be
important for their attainment. For example, if one of the program
objectives is to substitute ambulatory for institutional care, then
according to the ACIP data (despite the biases mentioned in section
III.C) some HSOs are doing well while the performance of others may
be more equivocal. Why do some HSOs have a much lower rate of
hospital utilization than FFS but others 4o not? We know that some
HSOs, like the SSM~GHA do reduce hospital use compared to the FFS
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sector in their community. The appropriate question to be asked is
what other factors are associated with specific performance

parameters within HSOs.

Another example would be prevention. We know that non FFS
practice can be associated with better clinical preventive practice
(Battista 1983, Battista et al. 1986 Manning et al. 1984). But
we know that some HSOs are performing guite well in this area while
others are not (Lomas and Abelson 1988). Further evaluations
should investigate the effects of those factors found in other
research to be associated with better clinical preventiﬁe practice
eg. female gender, recall systems, etc.

There is abundant evidence that payment method can affect
clinical performance and that some HSOs are perforning in a
superior fashion. To guide the development of the program (as well
as the development of other non-FFS modalities like CHCs and CHOs)
it is important to have a better understanding of the other factors
which make some HSOs successful in certain areas while others are

not.
1V.B.ii.a. Dealing with the self-selection issues

The future evaluation of HSOs should include methods of
separating the effect of the payment mechanism and the effect of
certain physicians choosing that mode of practice. One approach
would be to study physicians’ practice patterns before, during, and
after joining the HSO program. It is also important to know more
about the case-mix of HSO versus FFS practice. Do HSO patients have
lower hospital utilization because they are attending a more
efficient practice modality or because they are healthier?

IV.B.ii.b. Measuring quality of care
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Another important area to evaluate is quality of care. The
comparison between the St. Catharines and Brantford clinics showed
that higher guality care was provided under the HSO, using crude
methods of guality assessment. Methods for measuring quality of
care have advanced greatly since that time and there Iis
considerable expertise at both the Ontario chapter of the Canadian
College of Family Physicians and the Ontario College of Physicians
and Surgeons. The Ontario Medical Association has also expressed
recent interest in quality assurance.

IV.B.ii.c. Measuring costs

There are many methodological issues involving costs but,
there is a particular need to know the relative roles of lower
rates of admission and shorter lengths of stay in the lower
hospital utilization of HSO patients. Furthermore, does the HSO
prevent the need for care entirely (eg. because of decreased rates
of elective surgery or better maintenance care for those with
chronic illness and subsequent avoidance of acute episocdes) or does
the HSO substitute intensive ambulatory for institutional care?

vV.C. TTON: ; POTNT

Some of the evaluation issues outlined above can be addressed
with retrospective studies of existing data. A comprehensive
evaluation to inform and improve the structure and function of
organized practice settings in Ontario (of which HSOs are only one
exanple) is unlikely to be successful, however, unless it contains
some prospective studies with the collection of original data. This
is particularly true for assessment of quality of care in which
differences in record-keeping may mask differences in quality.
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B.i. WORLD HEALTH ORGANIZATION/UNIVERSITY OF TORONTO STUDIES

These studies were conducted by Hastings and colleagues at the
University of Toronto with support from Health and Welfare Canada
and The Worid Health Organization (WHO) (Hastings et al, 1973, Mott
et al, 1973). One study used a review of medical records to
compare the utilization of medical and hospital services by SSM-
GHA patients with patients of fee-for-service practitioners in
Sault Ste. Marie (Hastings et al, 1973). The other study used a
household survey to compare the health-care utilization and illness
behaviour of GHA patients and patients of Sault Ste, Marie’s fee-
for-service doctors. The data for the study covered health-care
utilization between July 1, 1967 and June 30, 1968.

GHA members had 24% lower hospital utilization but data
sources did not permit conclusions about the use of physician
services. The reasons for the lower use of hospitals included a
lower rate of surgical procedures, (especially tonsillectomy/
adenoidectomy and gynecologic surgery) and fewer readmissions.
Some of the lower hospital use may have been due to GHA members
being more likely to have had radiology and laboratory work on an
outpatient basis. GHA members were more likely to have seen a
physician in the 12 months period of the study and to have had a
routine examination (e.g. annual physical examination) or an

immunization.

The household survey compared utilization rates of a sample
of persons who had been GHA members for one year or more to the
rates of utilization for a sample of persons who were enrolled in
a third party reimbursement pian offered by Prudential Insurance
Company . The results showed that there were no significant
differences between the two populations in demographic variables
or health status. However, the GHA members had 25% fewer
separations and 16% fewer hospital days than enrollees in the
insurance plan. The surgery also indicated that the GHA members
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were less 1ike1y to have undergone surgery. GHA members reported
more of their care from one location (i.e. GHA) but less of their

care from one specific physician.

Both studies involved were cross-sectional comparisons which
are susceptible to several sources of bias, in particular the
differences in the two patient populations and/or the two physician
populations. These differences cannot necessarily be attributed
to the different methods of payment (capitation versus fee-for-
service) or the different organization of practice (group versus
largely solo practitioners). However, the groups studied were, in
general, steelworkers and their dependents 1living in one community.
Furthermore, no differences in demographic or health-status
variables were found, neither were there any significant
differences in ambulatory or hospital insurance coverage (Muldoon,
1988). Furthermore the GHA at that time had no financial incentive
to lower hospital costs.’ Indeed if the observed lower levels of
hospital utilization were achieved partly by higher 1levels of
ambulatory care, then this reflected a financial penalty to the
GHA. It is likely, therefore, that the lower levels of hospital
utilization reflected the organization of practice, the practice
style of the physicians at GHA, and, probably, a ‘corporate
culture’ within the GHA that was originally designed for 2 payment
system which rewards substitution of ambulatory for institutional

care.
B. ii. UNIVERSITY OF MICHIGAN/UNIVERSITY OF TORONTO STUDY
This study compared the wutilization levels of patients

attending the GHA, the St. Catharines and District Community Group
Health Foundation (SC), and six Ontario Health Services Insurance

* The Hastings study was conducted before the advent of
universal, public insurance for physician services but after
the implementation of universal public hospital insurance.
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Plan (OHSIP) employee Jroups in two Northern and four Southern
ontario communities which only had FFS practitioners. The six FFS
groups were chosen from thoge which had voluntary comprehensive
medical insurance prior to medicare and since its advent, had been

registered as OHSIP groups.

This study showed a lower hospital use for the SC (19%) but
the GHA had similar results to the FFS communities. It was not
possible to determine accurately the costs of physicians services
and, therefore, the total costs of health-care services.

There are several caveats to these findings. Firstly, the
hospital utilization data were not adjusted for the different age
profiles of the populations. The SSM-GHA and the SC had more
people over 65 years of age. In particular, 2.9% of the GHA’s
males were 65 or over while less than 0.5% of the FFS males were
65 or over. This group had higher hospital utilization and their
exclusion from the analysis leads to the GHA group having less
hospital utilization. Secondly, the FFS comparison groups were
based on employed persons. Most of the GHA patients were
originally members of the United Steelworkers of America union at
Algoma Steel Corporation or their dependents. However, the GHA
always accepted members of the community as patients and, after
the advent of medicare in Ontario (October 1, 1969), many of the
GHA patients were neither employed persons nor dependents of such

persons.

As a result the comparison is subject to bias arising from the
v"healthy worker effect"™, i.e. healthier member of the population
tend to be selected for employment and are more likely to continue
in employment. The effect is found to extend to dependents of
family heads who are employed versus those who are not employed.
This bias would lower the utilization of the FFS groups
artificially compared to the GHA and the SC as well as the Province

as a whole.
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Thirdly, Sault Ste. Marie had one of the highest rates of
hospital utilisation in the Province at the time of the study, but
.the SSM-GHA was compared with communities in other parts of the
Province as opposed to patients under FFS provision in the same
community. Reference has already been made to the effect of local
factors on the utilisation of health care. The comparison failed
to consider or control for the influence of 1local, often
idiosyncratic, factors which can have as much impact on hospital
utilisation as specific differences in organisation or financing
of health care.

Fourthly the survey was conducted in 1971, two years after the
introduction of universal, public medical insurance. Sault
residents could now select physicians for each episode of illness.
Non-GHA physicians were responsible for 20% of the GHA adnmissions
to hospital. The length of stay for these admissions was
substantially longer than the other 80% of the admissions (9.6 days
versus 8.1 days). At least some of the persons who were admitted
by non-GHA doctors were probably not GHA patients. The inclusion
of these persons as GHA patients again biases the GHA
hospitalisation rate upward. Irconically, a similar bias operates
+o favour the results for the St. Catharines facility. The SC had
derostered 3075 people (about 35% of its capitation roster)
jmmediately before the study because they made extensive use of
other providers for which the clinic was charged. It could be
argued that it was appropriate not to include these persons in the
analysis but, as they tended to be high users of services, there
may have been a bias introduced into the results which reduced the
SC hospital utilisation figures.

As a result of these problems with the study design, the
reported results concerning the effects of different modes of
payment or organisation are confounded by the effects of age,
location, emplcyment status, and selection in group assignment.
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B.iii. DeFRIESE STUDY (DeFriese, 1974, 1975)

In this study a random sample of 1503 households in Sault Ste.
Marie were surveyed in Spring, 1973. Respondents were classified
as users of either fee-for-service (FFS) doctors, almost all of
whom were in solo practice, or of the GHA, or as users of both
facilities, depending upon their pattern of care seeking. The
results showed that the users of GHA had less hospital utilization
(19%) and fewer admissions than the persons who attended FFS
practitioners primarily. The utilisation experience of persons
with mixed utilisation was close to that of the pure FFS group.
These results were similar to those found by Hastings (1973) and
Mott (1973) using data collected five years earlier.

DeFreise also confirmed some of the earlier results on the
organisation of care. Persons attending FFS doctors were more
likely to report seeing the same doctor for all episodes of care
and reported greater ease in speaking to a physician by telephone.
However, persons attending the GHA were more likely to report ease
with logistic aspects of seeking care (e.g. less waiting time to
see a doctor, more convenience of lab and x-ray testing, and easier

parking).

DeFriese also investigated aspects of quality care. He found
that female patients of the GHA were more likely to have had a
‘comprehensive’ physical examination. Comprehensive was defined
by the number (out of six) of procedures of the physical
examination which were done on the most recent physician visit.
Although the definition of comprehensiveness could be challenged,
it did appear that GHA physicians were not underservicing their
patients with regards to the physical examination.

The study was based on a cross-sectional design and therefore
prone to the same problems as discussed for the Hastings (1973) and
Mott (1973) studies above. However, the populations studied were
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similar and the sampling was based on egqual proportions of
households being drawn from 15 different types of accommodation as
jdentified by the city’s tax rolls (i.e. a stratified sample).

B.iv. ONTARIO MINISTRY OF HEALTH ST. CATHARINES/BRANTFORD STUDY
(1976)

In this study the health services utilisation and clinical
performance of ‘primary users’ of service at the St. Catharines
Clinic and the Brantford Clinic were compared. Primary users were
defined as persons using one of the clinics for 60% or more of
their ambulatory care. The investigators compared the hospital
utilization of the two clinics directly but not the medical
services provided. Rather, the costs to the Ontaric Health
Insurance Plan (OHIP) in the form of fee-for-service payments to
the Brantford facility, were compared with the Ministry of Health
grant to St. Catharines. It was not possible to identify the
hospital laboratory, x-ray, and outpatient services provided to
Brantford patients so the results were presented with and without
these data for the two groups. Finally, physicians at both clinics
cooperated with the investigators to develop a protococl for
evaluating the quality of care provided for six ‘tracer’ conditions
(institutional diabetes management, ambulatory diabetes management,
cholelithiasis, myocardial infarction, well-baby care, and

perinatal care).

The St. Catharines patients tended to be younger than the
Brantford patients so the data on hospital utilization were
adjusted for age and gender. The St. Catharines patients were
shown to use 20% fewer hospital days per capita with a 10% lower
rate of admission. The estimated per capita cost of hospital care
was 22% lower ($76.16 vs. $97.80) for the St. Catharines patients.
However, the estimated costs of insured medical services, without
including lab, x-ray and hospital cutpatient services, were $104.38
and $61.84 at the St. Catharines and Brantford Clinics respectively
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so the total costs were estimated to be approximately 12% higher
at St. Catharines ($180.54 vs. $§159.64).

There were many problems with the cost estimates however.
Firstly, hospital costs were estimated using combined ‘per diems’
for the hospitals in the two communities which are essentially
based on average costs over all patients. (for further details of
the limitations of using hospital ‘per diems’ see Drummond et al.
1987).

Secondly, the St. Catharines facility had been sponsored by
the United Auto Workers of America. Management was eager to
provide generous wages and benefits to their employees. The study
estimates that the non-medical staff were paid 30% more at the St.
catharines Clinic than at the Brantford Clinic. = Furthermore, the
Brantford Clinic’s building has been paid for many years before the
study while the St. Catharines Clinic had a substantial wmortgage.
Hence the comparison did not use a consistent approach to imputing
the opportunity cost of the facilities.

Thirdly, with the exception of the age profiles of the
populations no other data were presented comparing the demographic
or health-status characteristics of the populations. For example,
if the 8t. Catharines Clinic population had more employed heads of
households (a possibility given the involvement of the United Auto
Workers), then the St. Catharines hospitalisation results may have
been lowered artificially by the healthy worker effect noted above.
The study also compared only users of the services. Patients who
used no services during the year were not included in the analysis.
It is plausible that St. Catharines had more non-users than
Brantford because the clinic’s funding was based on a line budget
with no financial incentive to see patients. However, over the
course of a year 85-90% of true patients would have been seen.
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Physicians were used to rate the charts of patients with the
six ‘tracer’ conditions mentioned above. Separate aspects of the
care were rated individually and then a global rating was given for
the care of that patient. Two raters (one general practitioner and
one specialist) were used for each condition. Inter-rater
reliability was poor, but because the same raters rated both
clinics’ patients, between group bias is unlikely. The results of
this quality-of-care audit showed higher quality care at the St.
catharines facility. The global ratings for five of the conditions
were statistically significantly higher at St. Catharines. 1In
addition most of the process ratings for cholelithiasis, well baby
care, and perinatal care were also statistically significant better
at the St. Catharines Clinic. However much of the difference in
the ratings of guality care may have been due to the much better
record keeping of the St. Catharines Clinic.

B.v. MINISTRY OF HEALTH SSM-GHA/GLAZIER CLINIC STUDY

In this study the utilisation of health services by patients
at the 8SM-GHA and the Glazier Medical Centre, a large group
practice in Oshawa, were compared. The study was originally
designed to measure quality of care as well, however, only an
interim report was published which examines six months of
utilisation data (Ontario Ministry of Health 1974). As with the
St. Catharines study, this report investigated the service
utilisation of ‘primary users’, defined as those persons who had
used at least one service between July 1, 1973 and December 31,
1973 and received at least 60% of their ambulatory care from their

respective facility.

The study found a marked difference in hospital utilisation
of the two patient groups. The SSM-GHA primary users had 56% more
hospital days after adjustment for age and gender differences
because the study only compared users of service over a six month
period however, the comparison was essentially between heavy users
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of both clinics only. If the GHA tended to see healthy people less
frequently then the populations under the study were unlikely to
be comparable. The investigators originally identified all persons
who had used some services at either facility over the six month
pericd and then eliminated from the data those who received less
than 60% of their ambulatory care from the clinic. This resulted
in the censoring of 8% of the GHA users but 62% of the Glazier
Centre’s users. This may well have eliminated heavier users of
care from the GHA. In particular there was a slight increase in
the overall proportion of GHA primary users who were elderly (9.1%
vs. 8.8%) but there was a substantial drop in the proportion of the
Glazier Centre primary user group who were elderly (5.5% vs. 7.5%)
Even though the utilisation data were age adjusted, there are good
reasone to believe that substantial biases were introduced into the
Glazier sample by censoring 62% of their patients.

In view of these design problems, the results of the study
are, at best, tentative. As the jnvestigators noted, "The primary
population identified as those patients who received 60% or more
of their total ambulatory care from the clinic physicians has not
proven to be a satisfactory population base for comparative
purposes." (Ontario Ministry of Health, 1974, p.iii).

B.vi. WOLFSON STUDY (Wolfson 1981)

In this study Wolfson compared the health service utilisation
for a sample of GHA capitation patients (which excluded those for
whom GHA had submitted a fee-for-service bill to OHIP) with the
utilisation of Sault Ste. Marie residents who had been serviced
exclusively by the FFS sector. The study used data for the period
July 1 to December 31, 1978. GHA patients who had not used any
services over the six month period were included but the FFS group
consisted of patients who had used at least one service during this
time period.
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The results showed that the GHA patients used 22% more
physicians services. It was estimated that this represented a cost
difference of $22.58 per person. On the other hand, the GHA
patients used 30% fewer hospital days than the FFS comparison
group.

As with the other studies, however, the two groups of patients
were likely to differ in a number of ways which would affect health
service utilisation. As in the Ministry of Health SSM-GHA/Glazier
clinic sStudy, a six month period is too short to include all true
patients of a practice. 1In particular it excludes infrequent or
light users of service. Wolfson used research from Saskatchewan
which indicated that 85-90% of persons use medical services within
a given year, but the corresponding figure for a six month period
would be less. Exclusion of non-users from the FFS group would
bias this group’s hospital utilisation upwards. It is difficult
therefore, to draw conclusions from this study.

B.vii. UNIVERSITY OF TORONTO STUDY OF ONTARIO GROUP PRACTICES

In this study Ontario group practices were surveyed between
November, 1986 and May, 1987 (Vayda et al. 1988}. The study
covered community health centres health service organisations and
FFS groups. Although the survey did not cover the utilisation of
services it did ask questions about the organisation and delivery
of care. The results showed that CHCs and HSOs were more likely
to have recall systems for immunization (63% vs. 13%) and pap
smears (64% vs. 30%) compared to the FFS groups, but the data were
not disaggregated into HSOs and CHCs separately .

B.viii. LOMAS/ABELSON SURVEY OF CHCs. HSOs AND FFS PRACTICE

In this study persons at 23 FFS practices, 19 HSOs and 11 CHCs

were interviewed to ascertain approaches to disease prevention and
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health promotion. Few significant differences were found between
the delivery modalities regarding attitudes towards prevention,
presence of recall systems for screening, knowledge of, compliance
with, or estimated coverage for selected recommendations of the
canadian Task Force on the Periodic Health Examination. The
variability within the different groups appeared to be as great or
greater than the variability between groups. There were trends
(largely non-significant) for HSOs and CHCs to be more likely to
have recall systems for routine screening procedures; for CHCs to
be less likely to deliver ineffective or dubiously effective
preventive manoeuvres; and for CHCs to be more likely to have an
explicit policy on prevention. CHCs also reported a significantly
greater variety of formal health promotion programmes and were more
likely to make these programmes available to the general community
(as opposed to restricting these to their own patients). CHCs also
appeared to be more likely than the other modalities to hire a
variety of non-physician personnel to deliver disease prevention
and health promotion activities.

The authors of the study noted that the results should be
interpreted cautiously because they are based on self-report (which
usually over-—estimates actual performance) and the definition of
disease prevention was restricted to the evidence appraised by the
canadian Task Force on the Periodic Health Examination. In
addition the small sample provides only limited power. Thus the
trends observed might have been statistically significant in a
larger study.
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B. IN C ER IE

B.i. INTRODUCTION

Although the Rand Health Insurance experiment was primarily
concerned with the estimation of the responsiveness of health-
service utilisation to the user price, the design of the study
included service utilisation under both FFS and capitation based
modalities. The researchers were therefore able to consider the
impact of delivery modality on the utilisation of health-care and
patient health status. The random allocation of patients among
delivery modalities avoided bias through patient self-selection.

Over 1600 persons were randomly allocated to receive their
health care from either the Group Health Cooperative of Puget Sound
(a Seattle based pre-paid group practice HMO) or FFS providers in
the Seattle area. The FFS group included those who had free care
and those who had to pay at the time of service. There were three
cost-sharing groups. Two groups had to pay for 25% or 95% of their
health-care bills up to a family maximum of $1000 (less for poor
families). The other group paid for 95% of the costs of outpatient
care up to a maximum of $150 per person or 8450 per family. A
further comparison group was constructed of a random selection of
persons who were existing patients at the Group Health Cooperative
as of 1976 and otherwise met the inclusion criteria defined below.

The study persons had to be less than 62 years of age at
enrolment in order to be eligible for participation. Other
exclusion criteria included those with family incomes of dgreater
than $56,000 (1983 US), those who were institutionalized, members
of the military, veterans with service-related disabilities and
those eligible for US Medicare disability or end-stage renal-
dialysis programs. The family income cut-off excluded about 1% of
otherwise eligible participants.
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The participants at the Group Health Cooperative of Puget
sound (GHC) received all of their care at GHC without any user
charges. If the service (eg. chiropractics) was not offered at the
GHC it was paid for by the HIE. If, however, the participant used
outside services which were available at the GHC without a referral
the patient was responsible for 95% of the costs.

Because the patients were allocated randomly there were only
minor differences between the patient groups on measurable
characteristics and there were unlikely to be any significant
differences on unmeasurable characteristics which could affect
health status. Some of the participants were followed for three
years while others were followed for five years.

B.ii. ECONOMIC OUTCOMES

Figure B-1 shows the overall economic outcomes for the HMO-
FFS comparisons from the experiment, taken from Manning et al
(1984). The average cost of the patients enrolied in the GHC was
28% less than the costs per patient in the FFS plan.

ANNUAL EXPENDITURES

PER PARTICIPANT {

HNO EXP HQ CONTROL FFG

Figure B-1. Annual expenditures per participant . Differences
between the HMO groups and FFS are significant at p < 0.05.




54

Lower hospital use was largely responsible for the lower total
cost. Figure B-2 shows that the GHC groups used almost 50% fewer
hospital days than the FFS group. A later study by Siu et al.
(1988) examined the medical records to determine the
appropriateness of hospital admissions in the experimental GHC and
FFS groups. A single physician used the Appropriateness Evaluation
Protbcol, a previously validated and reliable instrument (Gertman
and Restuccia, 1981), to determine whether the acute hospital was
an appropriate setting for the delivery of the care. Seven pairs
of physicians subsequently reviewed the records to determine the
medical appropriateness of the therapy. For this study, the
jinvestigators excluded some types of hospitalization because of
jnconsistent policies regarding release of hospital records or
other methodological problems.

Figure B-2. Hospital days per 100 person-years. pifferences between
the HMO groups and FFS are significant at p < 0.05. )
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Figure B-3. Hospital admission rates. Disc = discretionary.
* P < 0.01 ** P < 0.05

Figure B-3 shows the results of the Siu (1988) study.
Surgical, medical, discretionary surgical, discretionary medical,
non-discretionary surgical and the overall number of admissions
were significantly lower for the HMO group. The authors commented
that there were no indications that these differences were due to
better health status of the GHC participants of better preventative
care by the HMO.

Figure B-4 shows that the number of patient encounters was
similar between the GHC groups and the FFS free group.

VISITS PER PERSON PER YEAR
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Figure B-4. Ambulatory visits
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B.iii. HEALTH-STATUS OUTCOMES

The overall health status of the HMO and FFS groups were
cimilar at the end of the trial. There were some differences in
certain subgroups. In particular higher income patients who started
the study in poor health had slightly better health outcomes from
the HMO while low income patients who started the study in poor
nealth had slightly poorer outcomes from the HMO. The HMO higher
income patients who were initially in poor health had lower
cholesterol levels and better perceptions of their health than the
free FFS patients. The HMO lower income patients who were initially
in poor health had more disability days and complaints of serious
symptoms than the free FFS patients. They also had a greater
calculated risk of dying, based on the observed levels of systolic
blood pressure, serum cholesterol and smoking patterns.

B.iii.a. OUTCOMES FOR THE LOWER INCOME, INITIALLY ‘AT RISK?,
SUBGROUPS

Lower income was defined as a family in the lowest fifth of
the family income distribution. ‘At risk’ or vinitially poor
health’ was defined as somecne in the top fifth of the risk factor
(or calculated risk of death) distribution.

No statistically significant differences were observed between
the HMO and free or user charge FFS subgroups regarding 26 selected
health habits and physiological measurements. The calculated risk
of death was statistically significantly greater, however, for the
HMO than for the FFS subgroup which required cost sharing. This
effect was due to noﬁ—statistically significant trends in favour
of the FFS user charge subgroup for cigarette smoking, cholesterol,
and blood pressure. There was a smaller, non-significant difference
between the risk of death for HMO and free FFS patients.
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Interestingly, Ware et al. (1986) found that the free FFS
subgroup did worse than the uger charge FFS subgroup. Although this
difference is not statistically significant in itself, it runs
counter to the health outcomes reported between the different FFS
groups in the whole of the FFS experimental population (Brook et
al. 1983).

Brook et al. (1983) compared all the FFS patients from the
experiment in all parts of the United States (nearly 4000
patients). The risk of death was statistically significantly lower
for the low income persons with initially poorer health who were
enrolled in the free FFS plan compared to those who were enrolled
in the user charge FFS plans. This was primarily because of lower
blood pressure in the free FFS group. Keeler et al. (1985) found
that this was due to better detection and treatment of
hypertensives who were initially not under care and higher
compliance with medication, diet and smoking cessation. This result
is consistent with other literature on the adverse health
consequences of user charges (eg. Lurie et al. 1984, 1986).

B.iv. DELIVERY OF PREVENTIVE SERVICES

HMO patients were observed to consume more preventive
services. Figure B-5 shows that the number of preventive visits’
was statistically significantly higher in the GHC groups than the
FFS plan.

* These included well child care, immunizations, screening
examinations, routine gynecologic and physical examinations, and
visits involving pap smears. These excluded visits for prenatal
care and vision and hearing examinations.



58

PREVENTIVE VISITS

PER PERSON PER YEAR

Figure B-5. Preventive visits. Differences between HMO and FFS
groups are significant at P < 0.05.

However, Luft (1981), Pineault (1988b), and others have raised
concerns about the appropriateness of the definition of ‘preventive
services’. Further, the effectiveness and efficiency of many
preventive manouevres are at best, in question (e.g. population-
wide screening for cholestercl, periodic x-rays for heavy smokers).

B.v. PATIENT SATISFACTION

overall satisfaction was lower for HMO than FFS patients.
Furthermore HMO patients’ satisfaction was statistically
significantly lower for eight out of fifteen measures of
satisfaction and higher-income persons were more likely to be
dissatisfied with the HMO than lower income patients. Some of the
results may be due to certain idiosyncrasies of the Group Health
of Puget Sound at that time. For example, patients were often kept
‘on hold’ on the telephone for over twenty minutes to make an
appointment. However, other types of dissatisfaction may be due

to the practice style of the HMO which is integral to the HMO‘s

cost savings.
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HMO patients thought their doctors less technically proficient
because they didn’t perform as many investigations as FFS doctors.
This effect was particularly strong among the higher-income
patients. Further support for the potential for this effect is seen
in the studies by Francis et al. (1984) and Hlatky et al {(1983).
In Francis’s study of colon cancer patients in the Seattle area,
the eventual care provided was the same, as were 1 and 4 year rates
of survival. However, the HMO physicians were less aggressive in
their initial approach. HMO patients had their surgery an average
of 47 days after the first contact with a physician while the FFS
patients had their surgery an average of 40 days after contact with
their physician. Approximately 90% of patients in both HMO and FFS
groups had surgery.

Hlatky et al. (1983) found that HMO based cardiologists were
less aggressive than FFS physicians in their diagnostic work-ups
of simulated patients. However, the HMO cardiologists tended to
agree with a panel of university-based cardiologists.

Whether it is the effect of economic incentives or simply a
more conservative style of medical practice, HMO doctors appear to
be less aggressive in their investigations and their interventions.
This may present problems for certain patient groups (eg. the
higher income patients) who might equate ‘more’ with ‘better’.

B.vi. OTHER STUDY LIMITATIONS

Although the Rand Health Insurance Experiment was based on a
randomised design, it investigated only one HMO. The particular
characteristics of the Group Health Cooperative of Puget Sound
which may be important for its performance include:

* It is a large pre-paid group practice which serves

approximately 350,000 people in Washington State from a
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network of ambulatory care facilities and owned or affiliated

hospitals.

* It is governed as a non-profit cooperative and has strong
roots in the movement of the post-World War II period which
promoted pre-paid group practice.

* Tt has an in-house research unit with eight senior
investigators and over fifty support staff.

* Clinical policies are developed to deal with specific
issues, eg. cholesterol screening. There is also considerable
review of the physicians’ activities by physicians and

pharmacists.

* The utilization of substitute non-physician personnel is
less than the scientific literature would warrant.

The validity of the findings for the purpose of comparing
alternative delivery modalities is limited by the exclusion of the
chronically ill, or the elderly from the experimental population.
Many of the proportionate differences in health-status outcomes in
the study were clinically significant but the patient numbers were
too small for statistical significance. One reason why these
differences did not achieve statistical significance is that many
of the adverse outcomes were rare in this healthy adult population.
Theoretically, had those persons who have higher baseline rates of
adverse outcomes (such as the elderly)} been included in the study,
the statistical capability may well have been present to detect

truly important effects.





