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PREFACE

This Note outlines the research plan for Rand's Preferred Provider
Organi zation (PPO) study. The study will analyze the experience of
seven |arge enployers that have contracted with one or nore PPOs to
provi de additional options for enployees participating in the enployers'
health benefits plans. The study sites reflect a wide variety of PPO
structures and geographic locations. The analysis will be based on the
empl oyers' clainms data and surveys of both enpl oyees and providers.

The study is supported by a contract with the U S. Departnent of
Heal th and Human Servi ces.
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SUMMARY

The Preferred Provider Organization (PPOQ Study is designed to
anal yze the experience of six large enployers that have contracted with
one or nore PPOs to provide additional options. for enployees
participai}ng in the enployers' health benefits plans. The study sites
reflect a wide variety of PPO structures and geographic |ocations
Based on the analyses described in this Mte, the study will address a
range of questions about the employers' experiéﬁées mﬁth<the PPO opti on,
fd?ﬁexanple: whi ch enpl oyees and dependents make use of the PPO options
of fered, how does the use and cost experience of those using the PPO
conpare to that of otherwi se simlar persons using other providers, and
how do the practice patterns of providers participating in the PPO
differ fromtheir counterparts? The-analyses will use data from medical
clai ms Tecords, enpl oyee and provider surveys, and enployee personnel
records.

RESEARCH QUESTIONS
The research plan is designed to answer three broad research
questions:

1. What are the characteristics of enployees who elect to enrol
in the PPO plan, or use providers participating in the PPO?

The study will exam ne whether PPO users tended to have higher or
| ower -t han-average rates of service use before the PPO was offered, and
whet her they planned unusually high or |ow use when they decided to use
PPO providers. The study will also determne whether enployees change
their usual providers to participate in the PPO and how nuch of a factor
in plan selection is proximty to PPO providers. The study will also
anal yze the role of other enployee characteristics such as age, incong,
education, famly conposition, and presence of duplicate coverage in
predicting PPOuse. It will examne changes in these enrol | nent
patterns over time, in conjunction with measures of patient satisfaction



and information about the financial benefits and coverages offered by
each health plan option

At four of the study sites, defining PPO participation will be a
significant research task. At these sites, enployees enroll not in the
PPO but in the indemity plan, which allows them to use either preferred
or nonpreferred providers. The analysis will focus first on the choice
between the distinct alternatives offered by the enployer, including
HMOs and indemity plans. For enployees enrolled in the indemity plan
with the PPO option, PPO participants will be identified from each
fam ly's self-reported regular providers of care and actual use of

preferred and non-preferred providers.

2. What is the effect of PPOs on health services utilization and

costs?

The study will assess how participation in the PPO affects the rate
at which enployees and their dependents use health services. This is not
the sane as conparing use rates between PPO users and nonusers, because
the two groups are likely to have had different rates of use in the
absence of a PPO

The analysis will focus on various neasures of utilization,

i ncluding expenditures, nunber of physician visits, adnissions, and
lengths of stay. To the extent possible, the reasons for PPO effects on
use will be exanined--the incentives to use nmore or fewer services due
to differing amounts of cost sharing, the more intensive utilization
review activities, and the differences in practice patterns anong
providers. Conparisons of differences in health care spending will
build on the analysis of utilization effects, but also incorporate
differences in providers' regular charges and any discounts obtained by
the PPO.  Assessnment of savings to enployers will in turn build on the
anal ysis of spending differences, but also incorporate the effects of
cost sharing and premium differences

those declining to participate, or those not included in the
PPO?
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The study will examne differences in practice styles between
participants and others before the beginning of the PPO to assess
whet her the PPOs have chosen providers with conservative styles or
whet her such providers are nore likely to associate with the PPO The
analysis will measure the rates of billable services and the |engths of
stay for selected diagnoses, adjusting for available patient
characteristics. A sinmlar analysis will be performed for the fees
charged by PPO and non-PPO providers in the pre-PPO period.

The study will rmonitor changes in all providers' practice patterns
over time. By nonitoring all physicians, the study will attenpt to
separate the effects of the PPO on practice patterns from nore general
trends in the practice of medicine. To conplement this information, the
study will obtain information on the PPO providers' experiences and
satisfaction with the PPO

In addition to these three major topics, the research will address
several additional topics:

e The utilization review activities used by each PPO
Met hods that can be used by enployers and others to accurately
assess PPO perfornmance over time
State laws and regul ations affecting PPO devel opnent

STUDY SITES
The six enployers and the Pros offered by each are:

« Dade County School Board; Mam, Florida--Met-E ect
Met ro- Dade County Governnent: Mam, Florida--Met-El ect
AmeriTrust; O evel and, Chio--Emerald Health Network and Chio
Health Choice Plan
Stouffer's; Ceveland, Chio--Enmerald Health Network
Hewl ett-Packard; Palo Alto, California--El Camno Preferred
Physi ci ans Medi cal G oup
California Institute of Technol ogy; Pasadena,
California--California Preferred Professionals, Inc. (CaPP
CARE)
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All of the enployers also offer enployees health benefits coverage
under a conventional indemity plan and one or nore Health Mintenance
Organi zations (HMOs). The financial incentives for enployees to
participate in the PPO differ, as do the relative preniuns for fee-
for-service versus HMO coverage. Some of the PPOs are hospital-based
some are not. The PPOs seek to control utilitzation and costs in
different ways: intensive utilization review, fee discounts, risk-
sharing with the PPO providers, and channeling enployees to providers

that historically provided nore efficient care.

METHODS

The study will use econonetric analysis, simulation, actuarial
anal ysis and case studies. The econonetric analysis wll consist of
three integrated nodel s--plan selection, utilization, and practice
patterns. Simulation nmodels will conmbine the results of the econometric
analysis with information from clains data to develop estimates of the
PPOs' effects on medical care costs and outlays by enployers. The
met hods of actuaries will be incorporated in the econonetric and
simul ation anal yses, but also performed separately to devel op
prelimnary results. The statistically mre sophisticated econometric
models will control for a larger nunber of differences in the
characteristics of PPO and non-PPO users as well as differences in
health care utilization that predate the PPO. The sinul ation nodel can
then be based on a nmore highly standardized popul ation than would be
possible if adjusts were made only for age and sex.

Detailed case studies will be conducted, using interviews with
enpl oyers, PPOs, insurers, and |leaders of the medical community, to
obtain critical information that cannot be quantified. The case studies
will document devel opnents in the PPO, other health care options offered
by the enployers, and in the l|ocal medical conmunities during the study
period. This information will support the interpretation of the
quantitative results
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DATA

The study will use four kinds of data: personnel records, surveys
of enployees, health insurance clainms data, and a survey of physicians.
Thesé data have the fol | owing purposes in the study:

e Personnel records provide reliable data on enployee
characteristics, including choice of health plan, and
constitute a pool fromwhich to draw sanples for the enployee
surveys

* The enployee survey will obtain additional information on
enpl oyee characteristics not available from other sources,
provider choices, planned use of services, perceived health
status, know edge concerning the PPO and its benefit structure,
and satisfaction with the PPO.  Two waves of this survey are
pl anned-- one as early in the study as possible and the other in
the spring of 1987.

The study will analyze at l|east three years of clains data at
each site: at nost sites, the year prior to the effective date
of the PPO option and the next two years. The clains data wll
be the major source of information on health services used,
source of care, and prices. In addition, these data will be
used to corroborate sone of the information on the survey such
as regul ar source of care and presence of duplicate coverage.
At sone sites, where the information on diagnosis and
procedures is nost detailed, services will be conbined into

epi sodes of treatment, permtting nore accurate analysis of
patterns of consumer demand and physician practices.

e The physician survey will obtain information on reasons for
participating or not participating in the PPO satisfaction
with the PPO, and experiences with the PP0's utilization review
procedur es.

By nerging the survey and clainms data for the same fanilies, the
study will be able to conbine the nmore accurate and detailed utilization
data fromthe claims records with the nore extensive information on the
fam |y fromthe survey.
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I. INTRODUCTION

The Preferred Provider Organization (PPO Study is designed to
anal yze the experience of six large enployers that have contracted with
one or more PPOs to provide additional options for enployee health plan
participants. The study enconpasses the experience of the enployer and
all of the participants in the enployee health plan, including those
covered by a Health Maintenance Organization (HVO and those covered by
a traditional indemity or service benefit insurance policy as well as
those enrolled in a PPO.  As such, it does not focus on the experience
of the PPOs thensel ves.

Al'though there is as yet no generally accepted definition of a PPQ
the key attribute appears to be incentives to the insured to limt
thensel ves to a subset of |ocal providers who have enrolled in the PPO
The insurance risk is not assumed by the providers, as in an HVO, but
remains with the insurance conpany or self-insured enployer.

A PPO can be organized by an enployer, an insurer, a group of
physi cians or hospitals, or an entrepreneur. From the perspective of an
enpl oyer or insurer, a PPOis trying to direct enployees toward low-
cost providers. Fromthe perspective of providers, the PPOis trying to
direct extra patients to them

Mbst PPOs have utilization review conponents, but such activities
are not an appropriate part of the definition. One could easily have
incentives to use a panel of preferred providers wthout any utilization
review activities beyond those required for accreditation. Al of the
PPOs included in this study do have additional utilization review
activities, but we regard that as a distinct business decision that they
have made. The enrollnent of providers may cost-effectively facilitate
the conduct of utilization review, explaining why PPOs have pursued this
activity very extensively.

PPOs vary on many dimensions. For exanple, providers offer
di scounts in some but not in others. In some, the enployee enrolls in a
PPO on the basis of a |ower premium  Additional cost sharing is
assessed when enpl oyees use providers not in the preferred panel. (In



some cases the cost sharing for outside use is 100 percent. Some have
labelled this arrangenent a "lock in" or an "Exclusive Provi der

Organi zation.") In others, the enployee enrolls only in the standard
i nsurance plan (as opposed to an HMJ), and gets reduced cost sharing
whenever a preferred provider is used.

The research plans to be described here tend to fall into two
categories, which we will refer to as descriptive and analytical. The
descriptive work will tell us what happened at the sites we are
studying. Exanples of questions answered by the descriptive research
i ncl ude:

* How many enployees enrolled in the PPO (or enrolled in the fee-
for-service plan and used PPO providers)? How do they differ
from other enployees participating in the enployer's health
pl an?

How did the cost and utilization experience of these enployees
and their dependents conpare with that of other health plan
participants?

Were PPO users nore or less satisfied with their nedical care
than other enployees?

Anal ytical research is needed to answer the question: To what
degree has the offering of a PPO affected enployers' outlays and their
enpl oyees' outlays for nedical care? The analysis will conpare what
actual l'y happened with a projection of what woul d have happened in the
absence of the PPO  Thus, when analyzing the cost experience of those
enpl oyees using PPO providers, we need to estimate what their cost
experience would have been had the PPO not been available.  Some night
have joined an HMO if not for the PPO, so their costs would have been
the HMO premium  Qhers woul d have used the sane providers in the
absence of the PPO so their costs would have been the same, except for
any discount obtained by the PPO, and changes in use resulting from both
the additional review activities associated with the PPO and the effects
of reduced cost sharing. For those who switched to PPO providers on the
basis of the plan's incentives, their hypothetical use would also have
been affected by differences in charges and practice patterns between



their former providers and their new providers who participate in
the PPO

By conparing the experience of each enployee with a projection of
what the experience woul d have been in the absence of the PPO option,
and then summarizing the experience of all of a firms enployees
participating in the health plan, taking into account their relative
rates of use of nedical services, we can provide an answer to the
question of what effect the offering of a PPO option had on costs. As
described in detail in Sec. V, we plan to use a simulation nmodel to
account for all of the effects that the presence of the PPO has had on
i ndi vidual enployees and their dependents. These effects wll include
ones that are straightforward to simulate, such as the direct effects of
di scounts and reduced cost sharing, and ones that require conplex
regression nodels to estimate, such as the effect of the PPO on the rate
of use of services.

Following this distinction, the research plan has separate
di scussions of descriptive and analytical work. Under the descriptive
category are the case histories to be conducted at each site. Through
interviews and research of docunents, described in Sec. Il, the case
histories will uncover critical information concerning devel opnents of
the PPOs and how they relate to changes in local nedical care markets
I nformation obtained through the case histories will also be used in
designing the analytical work discussed. Followi ng the discussion of
case histories, Sec. IlIl describes the data to be collected and obtained
for use in the other research tasks. These include the clainms data from
the insurers or third-party admnistrators at each site, personnel
records fromthe enployers, a survey of enployees to be conducted as
part of the study, and a survey of physicians. A draft of the enployee
survey has been conpleted and is included as Appendix B. The physician
survey will be drafted after the first round of case history interviews
have been conpl et ed.

Section IV outlines the plans for devel opment of descriptive
statistics. The results of this descriptive work will be of interest
not only for nonitoring devel opnents at the sites but for contributing
to the design of the analytical work.



Two sections of the research plan are devoted to plans for the
anal ytical work. Section V discusses the analysis of plan selection,
ntilization, and costs. The enployee participating in the health plan
will be the unit of analysis here, and information on the enployee from
the clains data, the enployee survey, and the personnel records will be
linked. Section VI describes the analysis of physician practice
patterns. This will be based exclusively on the clains data, and the
unit of analysis will be the episode of treatnent.

The final section of the research plan is devoted to two extensions
of the research. The first is a detailed study of utilization review
activities in the PPOs included in the study. The second is a handbook
for enployers offering PPOs or contenplating doing so in the future that
will help them assess the effect of the PPO on their outlays and their

enpl oyees' outlays for nedical care.



. DEVELOPMENT OF CASE HISTORIES

PURPOSE

The case histories will detail the evolution of PPO programs at the
study sites, analyze health care delivery trends in each of the narket
areas, highlight differences between |ocal markets, and illustrate
factors affecting PPO performance across sites. The interview process
and data collection for these histories are designed to generate
hypotheses to be tested in the statistical analysis and contribute to
the interpretation of analytic results. As the study progresses,
findings fromthe surveys and clainms data will be incorporated into the
interview process for interpretation by respondents as well as to help
Identify new issues for further investigation.

METHODOLOGY

The first set of interviews will be scheduled with professional and
admnistrative staff at the PP0s; management of participating enployees
and with staff of local hospitals, professional associations, HMOs,
insurance carriers, Blue Cross/Blue Shield, health planning agencies,
enpl oyer coalitions, unions, consuner groups, and other major enployers
in the area. These interviews will form a baseline for analysis of
health delivery trends in the area and for evaluation of changing
perceptions of alternative delivery systems and PPO benefit arrangenents
over the course of the study. Aso, health benefit plan descriptions
statistical/financial reports, position papers, nenoranda, and newspaper
articles will be requested at the time of the interviews to allow for
devel opment of resource files for each study site

Before conducting any interviews, we will develop a check list of
general topics and key questions to be discussed with each respondent
category (e.g., hospital admnistrators, physicians personnel/benefits
managers). This check list will serve not as a questionnaire, but as a
starting point for each interview The interview process will be open-
ended, to allow respondents the freedomto enphasize the factors that
they feel nmost greatly affect PPO performance; the check list wll
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function as a remnder to guarantee that all identified topics have been
covered in the interview

An archive file will be devel oped for each PPO site. Notes from
each interview will be transcribed and placed in the file. Upon
conpl etion of each set of interviews, a synthesis of interview findings
will be forwarded to each of the research participants in the study.
Copies of the actual transcripts will be nade avail abl e when requested.
We will neke arrangenents to be placed on the nailing list for
newsl etters or reports issued by professional and hospital associations,
enpl oyer coalitions, HMOs, health planning regul atory agencies, and
chanbers of conmerce in each of the areas. Researchers at universities
and policy centers near the study sites will also be contacted at
regular intervals for health-related data. On a quarterly basis, we
will review health-based and business-based periodicals to develop a
file of articles on the health care and enpl oynent markets in each of
the areas. We will also collect enacted and proposed |egislation as
related to licensing of health facilities and health professionals,
rei nbursement policies, hospital rate review, and regulation of
insurance carriers/health service plans/HMOs. Periodically, key
articles, newsletters, and copies of pending legislation will be
distributed to the contractors in the study along with rel evant
statistical/financial data collected during the field histories.

We also plan to nonitor the devel opnent of data banks by |oca
trade associations and enployer groups. For exanple, in the Mam area,
the South Florida Health Care Coalition has devel oped data on cost and
utilization trends, while in Santa Cara the Amrerican Electronics
Association has plans to analyze data fromten ngjor firms, including
Hew ett-Packard. Because of legal concerns on the part of the enployer
coalitions and the proprietary nature of the clains data, we nay not
have direct access to the reports fromthe coalitions and trade
associ ati ons. However, through the interview process, general findings
from the anal yses may becone available and potentially allow us to
gather information on the relative perfornmance of provider groups in the
conmuni ties under study. For exanple, the South Florida Health Care
Coalition has developed a list of hospitals that it is recommending to
insurers and enployers for inclusion in PPO prograns; these hospitals
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had responded to its original Request for Proposal for a PPO program
and after analysis of claims data from participating enployers, they
were found to be the nost cost-efficient. Metropolitan devel oped its
provider slate fromthe Coalition list; other carriers will use the same
slate but will end up with a different mx of hospital and physician
groups. Through the interview process, information on the perceived
performance of different hospitals--and different PPOs--can be monitored
over tine.

GENERAL ISSUES FOR EVALUATION
The qualitative analysis'in the case histories will examne three
maj or subject areas--the local health market, the structure of the

preferred provider system the conposition of the workforce, and the
design of the health benefits program at participating enployers. Table
1 summarizes the types of information that will be sought through data
collection and interviews at the study sites.

Each case history will require different approaches to collection

e hen
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Table 1

CASE H STORY VARI ABLES

Heal t h Mar ket
Hospi tal s
1. Nunmber, size, ownership, and teaching status
2. Per capita supply of acute/facilities
3. Trends in occupancy rates
4. Trends in utilization rates
a. Adm ssions/ 1000
b. Length of stay
5. Financial status (from annual reports, state agencies.
6. Pending Certificates of Need, l|icensing applications
7. Devel opnent of freestanding facilities
a. Surgicenters
b. Urgent care centers (FECs)
c. Primary care group practices (satellite facilities)
8. Contractual arrangements with PPOs/HMOs
9. Activities of professional associations
Physi ci ans
1. Per capita supply of primary carel/specialists
2. Percentage of physicians participating in HMOs/PPOs by
primary care/specialty classifications
3. Availability of hospital staff privileges
4, Activities of professional associations (local, state)
Devel opnent of ot her PPOs

B~ o =

Initiators

Structure

Over |l appi ng menbership: hospitals, physicians
Enrol I ment, enployer/insurer contracts

Area enpl oyers

Typi cal benefits packages

Changes in administration of health benefits
a. Independent utilization review

b. Profiling of provider clains

c. Gowh of self-insurance

Devel opnent of coalition(s)

a. Date(s) organized

b. Staffing and funding

c. Lobbying activities

Sharing of data

Attitudes towards alternative delivery systens
a. FEfforts to bring in/devel op HMOs and PPQs



b. Political efforts to devel op cost containnent

| egi slation
E.  Insurance carriers/HMOs
1. Enrollnment trends
2. Medicaid reinbursement policies

F. State regulation and |egal constraints®

. Preferred Provider Organization

A Hstory of devel opnent

B. Provider selection and contracting process

1.

3.
4.

Criteria for selecting hospitals
a. Based on costs per day, length of stay
b. Based on other considerations
Criteria for selecting physicians and other professiona
provi ders
a. By closed invitation, e.g. based on group or
hospital affiliations
b. By open invitation
Proportion of |ocal providers solicited; acceptance rate
Share of nmenber hospitals'/physicians' patients

C. Reinbursement for hospital and physician services

L.
2,

Presence of discounts: size and form

Qther rei nbursement provisions

a. Rate guarantees

b. Limts on rate of increase

c. Gobal fees (with or wthout inclusion of hospital
char ges)

D. Marketing policy

L

2.

3.

Nunber and size of major covered groups

Avail ability of benefits for individuals, small groups
(under 50 lives)

Marketing by PPO vs. independent insurance brokers/third
party adm nistrators/consultants or insurance carriers

o . b
E. Wilization review process

o

o

Admi ni stration

Met hods for prospective, concurrent, and retrospective
revi ew

Feedback nechani sms

Enf orcement mechani sns
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F. Procedures for periodic review of menbership; ternination of
contracts with inefficient providers

[11.  Enployer
A. Wrkforce
1. Industry classification
2. Nunber of workers at work site(s) under analysis

3. Conposition of workforce (age, sex, education,
union status, etc.)

B. Health benefits program (including historical data)
1. Nunber and types of plans offered to active enployers,
retirees
a. Prepaid and indemity plans
b. Changes in benefit package over tine
c. Date alternative plans first offered
2. Plan characteristics
a. Services covered
b. Cost-sharing by type of service
c. UWilization review procedures (for all plan eligibles)
1. Preadnission review
ii. Second surgical opinions (mandatory/voluntary)
iii. Concurrent hospital review
3. Premuns for single, two-party, famly coverage in each plan
a. Enployer contribution
b. Enployee contribution
4.  Enrollnment by plan by enployees, retirees

c. Data analysis by/for enployer

Provi der cost, practice pattern profiles
Empl oyee/ dependent utilization

Coordi nation of benefits

Feedback to plan administrators, providers

S~ o -

& This information will be gathered in a separate effort, a project
amendrment sponsored by the Federal Trade Commission and the Departnent
of Health and Human Services and designed to survey the |laws and
regul ations that affect PPOs in all states.

b The PPOs' utilization review processes will be analyzed in detail;
Sec. VIl describes this analysis.



- 11 -

Example 1: Plan Selection and Consumer Choice Analyses

Increasingly, enployers are structuring their health benefit
packages to limt their overall expenditures for health services. In
sone narkets, however, there is a linmited supply of skilled workers, and
enpl oyers are reluctant to reduce the |evel of coverage in their health
benefit packages. The packages in place before the PPO nay have |eft
little roomto add incentives for enployees to use PPO providers.

For exanple, in Silicon Valley (Santa Clara), where Hew ett-Packard
(HP) seeks highly trained engineers, a restrictive 'benefit package could
potentially limt hiring opportunities. Thus, the PPO that HP has
designed is an option in a plan that reinburses in full for nost PPO and
non-PPO inpatient hospital services. Controls on hospital wutilization
rest wth the third-party benefit admnistrator and the newy devel oped
PPO program

For physician services, the HP plan does reduce coinsurance from 20
percent to 10 percent for PPO services. However, approximately 50
percent of HP enrollees are already in HVO options. The fee-for-service
plan may contain a disproportionate number of enployees in the
managenent / prof essi onal category for whom the 10 percent incentive to
use PPO providers nmay be inadequate to change existing utilization
patterns or to switch providers.

If the clainms analysis does not provide any evidence of cost
savings in anmbul atory services from use of PPO providers, the
explanation may not rest with the structure or admnistration of the PPO
program, but With risk selection and benefit design in the HP package.
The interviews will help to clarify why HP has inplenmented a PPO package
with limted incentives for use of PPO providers and whether HP sought
to change enpl oyees' hospital and provider choices or, instead, control
costs through limting the increases in hospital and physician charges
over tine.
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Example 2: PPO Evolution

At the present tinme, PPOs may be nmarketed as separate benefit
options or as add-ons to existing indemity prograns. The first
situation typically involves a positive enrollnent by an enpl oyee,
whereas the second allows the PPO to be automatically offered to workers
covered by the indemity package

For instance, in Ceveland, Stouffer's and AneriTrust require
positive enrollment; whereas at the other sites, the plan is
incorporated into the conprehensive ngjor nedical plan. How PPO
adm ni strators or enployers perceive the advantages and di sadvantages of
these two approaches is unknown at this time. The design of the PPO
benefit will affect enrollnment decisions. In the case of the Stouffer's
PPO program there is no reinbursement for services obtained outside the
Emerald Health Network with the exception of emergency treatnent and
tertiary care not available at Network hospitals. The Aneri Trust
contract does not contain this "lock-in" provision.

The enpl oyee survey, described in Sec. IIl, will allow us to assess
general consuner perceptions of exclusive provider benefits and
conparisons wth existing HVO options. The same questions can be raised
in the provider survey. The interview process also will address these
i ssues but will enphasize the enployer decisionmaking process--nanely,
how enpl oyers use clainms data supplied by insurance carriers or third=-
party administrators to design benefits and how they bal ance cost
contai nment goals against the realities of the job market. The
expectations of benefit nanagers as to PPO perfornmance, in terms of both
enrol lment growth and utilization/cost trends, will be eval uated. Al so,
by expanding the number of interviews to include other |ocal enployers
with varying group sizes and benefits packages, the decisions of the

enpl oyers participating in this study can be conpared wth those of
other enployers in the sane narket.
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Example 3: Physician Contracting

Typical ly, nost PPOs have contracted with physicians on the basis
of hospital staff or group practice affiliations. Mst of these PPOs
have physician-specific data on inpatient adm ssions but have not
attenpted to assess outpatient practice patterns because of a |ack of
clains data. In sone cases, physicians have been offered open-ended PPO
contracts, wth provisions for cancellation upon failure to conformto
utilization review or other technical conponents of the contract. In
other cases, contracts are for a defined period of tinme, again wth
cancel | ation clauses. An unresolved legal issue in many states is
whet her physicians belonging to hospital-based Ppos are entitled to due
process before being removed froma PPO panel

To conplenment the practice patterns analysis described in Sec. VI,
the case histories will obtain information on how the PPOs first
identify and then deal with physician outliers. |f, in the practice
patterns analysis, we find differences anong the PPOs in their effect on
practices, we will turn to the case histories for an explanation.

Weeding out overutilizers may be nmore difficult in sone types of
PPOs than in others. W may find that the problemis particularly
difficult for hospital-based plans if overutilizers on the outpatient
side are responsible for a large nunber of inpatient adm ssions.
Alternatively, PPOs that solicit widely for physician nmenbers may face
screening probl ens.

For instance, because the CaPP Care PPO in Southern California was
designed as a physician-sponsored program without hospital affiliations
it has had little or no data on which to eval uate physician performnce
(other than screening for disciplinary actions). One of the marketing
advantages of the plan is the availability of care froma |arge panel of
physi ci ans; however, retaining high utilizers within a PPOto maintain a
| arge panel size can distort perfornmance. CaPP Care does not ask its
physi cian menbers to discount their fees. Therefore, the stringency
with which caPp Care requires physicians to adhere to its utilization
review procedures will be critical to the success of the program At
the same tinme, because of the malpractice situation in California and
the lack of an adequate |legal definition of "nedical necessity," an
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inflexible approach to utilization review may present possible |ega
probl ems for participating physicians and the PPO.*

Wil e eval uating physician contracting, one nust keep in mnd that
the provider groups involved with the PPOs under study may be
participating in nultiple preferred provider arrangenents (and in sone
cases, in HVO arrangenments). Information on the reinbursenent rates
utilization review procedures, and benefit design in other PPOs is
inportant to our research because of the potential effect upon provider
perceptions of the PPO under study and upon provider practice patterns
The PPO arrangenents that we are evaluating may be perceived nore or
| ess favorably in view of subsequent proposals to |ocal provider groups--
and accordingly may affect provider willingness to participate in the
PPO. In addition, providers who belong to other PPOs may have altered
their practice patterns to suit these PPOs. Although we will ask about
other PPO affiliations in the provider survey, we can obtain information
about these PPOs only through the interviews.

The | egal analysis being undertaken as part of this study will
evaluate the potential for malpractice liability in PPO0s (see Sec.
Vi),
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I, DATA

The study will use data from four sources: (1) personnel records
and/or health plan eligibility records for all enployees; (2) clains
records submitted by enployees who are enrolled in indemity plans and
their dependents; (3) surveys of a sanple of all enployees, including
indermity and HMO enrollees; and (4) a survey of physicians belonging to
t he PPOs.

For the analysis of plan selection, nedical care utilization and
costs, we plan to link information from the personnel records, clains
files, and enployee survey to build an enployee-level file.

Personnel records will give us information on enployees relating to
work history, type of occupation, salary, and health plan enroll ment
history. This information may also be contained on eligibility files
mai ntained by the insurers; these files will also list all dependents
who are covered under the enployee's plan. In order to obtain this
information for all enployees, we would have to request these files from
each insurer and HMO. W have not yet deternmined if this is feasible.

Fromthe clainms files, we will get information on the use of
services by the enployee, the charges for these services, and the
appl i cable cost sharing and price discounts. In addition, we wll
deternine whether care is obtained from PPO providers or others.

The survey of enployees has been designed to augnent the
information on the personnel and clains files for a sanple of enployees.
It will gather information on characteristics of enployees and their
dependents relevant to plan selection and utilization, regular source of
care, health status, other insurance coverage, projected utilization,
know edge about alternative health plans, satisfaction, and attitudes.

It will also be used to better identify nental health services in the
claim files. Included in the sanple will be HVO enrollees as well as
indemity plan enrollees.

In contrast, the analysis of medical practice patterns will use the
clains data exclusively. It will mke use of the information on
di agnosis and procedures. For diagnoses that are easily identifiable
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and frequent, claims for individuals will be aggregated to the episode
l evel, so that frequencies of use of certain procedures can be conpared
between those using PPO providers and those using non-PPO providers.
Those enrolled in HMOs cannot be included in this analysis.

The physician survey will not be integrated with the other data
sources. It will be used to obtain descriptive data on the functioning
of PPOs from the provider's perspective.

STUDY YEARS

We will analyze data for one pre-PPO year and two post-PPO years
for each enployer. Because the PPOs were added to the benefits package
on different dates and these dates did not always coincide with the
begi nning of an enrollment period, we will use different years for
different enployers and these years will not necessarily be consecutive
(Table 2).

Table 2

STUDY YEARS BY EMPLOYER

Location Enpl oyer PPO Study Years
M am Dade County Met - El ect 83, 84, 85
School Board
Met r o- Dade Met - El ect 84, 85, 86
County Gover nnment
Cl evel and AmeriTrust Bank Eneral d 82, 84, 85
OHCP
Stouffer's Eneral d 83, 84, 85
Pasadena California Institute CaPP CARE 83, 85, 86

of Technol ogy

Palo Alto Hewl et t - Packard El Cami no 83, 85, 86
Hospi t al




- 17 -

If we decide to pool the sites, the site dummy will adjust the
intercept for differences in cross-sectional costs, year defined as 0
etc., and nunmber of years in expenditure differences. V¢ shoul d | ook
less formally at the transition years for AmeriTrust, Caltech, and HP to
see if we can learn anything interesting about what happens when a PPO
option is first introduced.

PERSONNEL RECORDS

Ve will request an abstract of the personnel record for every
enpl oyee who worked at the study sites during the period covered by the
clainms data. The abstracted record will include age, sex, hone address
date of enploynent, date terminated, total length of service, wage or
salary rate, occupational code, health plan enrollment, and type of
coverage (individual or famly). Typically, personnel files do not Iist
the enpl oyee's dependents. W hope to add the nunber, age, and sex of
all dependents covered by the enployee's plan fromthe eligibility files
mai ntai ned by the insurers or clainms processors.

The first request for personnel records will be made just before we
select the sanple for the enployee survey, in the fall of 1985. The
sanple will be drawn fromthe population of current enployees. V& will
link this first personnel file to the clainms data for the years before
1984 to create a file for descriptive analyses on the conplete enpl oyee
popul ation. To obtain information for 1985 and, where applicable, 1986
we will request a second abstract in early 1986 or in 1987.

CLAIMS RECORDS

Five of the six enployers use identical clains forns for services
from PPO and non-PPO providers; there are no differences in the
information provided. The basic information included in the autonated
records includes the enployee's identification nunber, the patient's age
and sex, the date of service, sone description of the services provided,
the provider's identification code, whether the provider belongs to the
PPO, the charges for these services, and the anount paid under the plan.
Additional ly, some records indicate if the patient is covered by another
plan and, if so, the amount excluded for nonduplication of benefits, and
the anmount excluded for other reasons.
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The automated clains data systens nmintained by the various
insurers and clainms processors differ in the amunt of detail retained
on di agnosi s, procedures, and ancillary services. Wth a few
exceptions,?® the clains include a primary diagnosis and procedure or
type of visit on the physician claimor the hospital claimor both.

Qur analysis plan requires that we be able to identify utilization
of PPO providers in the pre-PPO year. In the post-PPO years, the clains
indicate if the provider belongs to the PPO because paynent |evels
differ for PPO and non-PPO providers. W will request an automated I|ist
of PPO providers for the first post-PPO year or, if such a list is not
already available, we will create one from the post-PPO clainms data. W
will then add to the pre-PPO data a variable indicating if the provider
later joined the PPO. A provider file created fromthe clains data wll
al most certainly be incomplete, but it should include the providers nost
likely to see enployees of the participating firns.

We expect to be able to link the hospital and physician clains for
each hospital adm ssion and for each individual and famly. Once the
records have been linked, we will create a record of the year's

utilization for each individual and a sinmilar fanmily record.

EMPLOYEE SURVEY

The survey, which will be self-adninistered, requests information
to augrment the data available fromclainms on famly characteristics,
duplicate health coverage, utilization for which no clains are filed
expected utilization, and provider preferences. Where possible,
respondents will be asked about changes that have occurred since the
begi nning of the pre-PPO year. In addition, the survey is the primry
source of information for analyses of patient satisfaction and know edge
of the different health care plans offered by the enployers. Thus, the
survey instrunent includes the follow ng types of questions

"The pre-PPO data for Stouffer's include only total charges; post-
PPO physician clainms include counts of office visits and ancillary
services but no diagnosis or procedure. AmeriTrust's non-PPO hospita
clains include the diagnosis but no procedures, and their non-PPO
physician clainms record diagnosis only at a highly aggregated |evel.
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1. length of residence in area
2. length of enployment at the firm

3. famly conposition and insurance coverage under enployee's plan
and other plans available through spouse's enployment or other
sour ces

4, recent and expected famly health care utilization (separately
for physical and nental health)

5. specific providers used by famly menber

6. famliarity with the characteristics of the different health
care plans offered by the enployer

7. satisfaction with current health care plan

8. famly inconme, education, and health status The survey form
whi ch has been approved by OMB, is attached as Appendix B.

W will draw two sanpl es of enpl oyees fromeach enpl oyer. The
first sanple will be drawn from the popul ation of enployees who began
work nmore than one year before the PPO was added to the benefits
package. The information on these continuing enployees obtained from
the survey, conbined with their clains records, wll be used for
conparisons of pre-PPO and post-PPO provider choices and health care
utilization.

The continuing enployee sanple will be surveyed in early 1986 and
at the sites that added the PPO option after January 1984, again in the
spring of 1987. The second wave of surveys will update the information
to be used with the 1986 claims data and monitor changes in plan
selection, satisfaction, and plan know edge over tine. W have dropped
our original plans for a second wave at the other sites because we wll
not be analyzing their experiences after 1985 and in any case do not
expect to find enough change in attitudes and know edge during the third
and fourth years of the PPOto warrant the expense of a second wave. If
our case history interviews or our nonitoring of enrollment changes
suggest that such changes may be taking place, we can field the second
wave.
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For the later sites, we plan a brief six-month followup to the
first wave. This followup is designed to investigate the validity of
the clains data for nental health services.

The second sanple will be drawn from the enpl oyees who were hired
after the PPO was added. New enployees are likely to be npbst responsive
to the presence of a PPO option. O d enployees have established
thenselves in a health plan and, frequently, with specific providers
under that plan. Mny of themw |l be reluctant to break these ties
despite the addition of a new health care option. In contrast, new
enpl oyees must change their health plan and many of themw |l not have a
regul ar provider of care. For this reason, the long-termeffects of the
PPOs on the enployers' health care costs may be determined by the
response of new enployees and the rate of enployee turnover. To
accurately estimate the new enpl oyees' participation in the PPO, we will
take a single sanple in the second year the PPOis offered. The new
enpl oyees will be sanpled only once.

The two sanples will include enrollees in all of the enployer's
maj or health plans, prepaid as well as fee-for-service. Each will be
| arge enough to support site-specific analyses and stratified by major
plan to achi eve maxi num efficiency. Thus, for the purposes of
estimating a nmodel of plan selection, the survey sanple will be choice-
based. To rempve the bias introduced by choice-based sanpling, we wll
use nethods devel oped by Manski and Lerman (1977) and others.

The sanples will be selected from abbreviated personnel records
that will be supplied by each enployer. The enployers will provide
prior information on the purposes of the survey, the uses of the data,
and confidentiality procedures as well as a cover letter to acconpany
t he survey docunment. W have planned an initial miling and two follow-
up mailings. Approximtely one week after the initial nmailing, we wll
send a reminder card to all respondents. Two weeks later, a second
followup letter will reenphasize the inportance of the survey's
inportance; the letter will give a collect nunmber for questions or
requests for a replacement questionnaire.
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Approxi mately 13,000 enpl oyees over all of the sites will be
selected for the continuing enployee sanple, including about 3,200 HVD
enrol | ees.  The new enpl oyee sanple will also contain about 3,200
persons. At the three sites where we plan a followup survey in 1987, a
total of 4,800 enployees will be resurveyed. These are target sanple
sizes and may be changed, depending on the results of prelinmnary
descriptive analyses of data from each site. If, as expected, 75
percent of the original sanple respond to the survey and, of these, at
| east 75 percent have conplete data for the variables we will use in
each of our analyses, we should realize alnost 1,000 continuing
enpl oyees per enployer and an additional 400 new enpl oyees.

The final sanpling plan for the enployee survey will be based on
power calculations simlar to the ones described in Appendix A Power
calculations indicate the number of observations needed to have any
given level of confidence (80 percent in the prelimnary calculations we
have done) that existing differences within the population being sanpled
will be detected at sone |evel of statistical significance (we use a two-
sided significance |level of .05). The smaller the difference that one
wishes to be able to detect, the larger the sanple size needed. The
mean val ue and standard deviation of the variable under analysis also
affect power calculations. Because we expect that the sites will have
different means and standard deviations for the variables we will be
analyzing (health plan enrollnment, PPO participation, and health care
utilization), we will do site-specific calculations to determne the
final sanple.

PHYSICIAN SURVEY

The physician survey will be fielded in early 1986. The survey
instrument will be based on the first conplete set of case study
interviews. It will include questions on how and why the physician
joined the PPO, whether he belongs to other PPOs, and what his
experiences have been with the PPO(s).

Ve plan a tel ephone survey lasting no longer than 15 mnutes to a
sanple of approximately 75-100 physicians per site. Each physician in
the sanple will receive a letter in advance explaining the purpose of
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the survey and soliciting their cooperation. If needed, we will request
the PPOs to assist us in achieving our target response rate of between
70 and 80 percent.
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IV. DESCRIPTIVE WORK

The first phase of the analysis wll involve descriptive
conparisons of enployees and their dependents electing alternative plans
in each of the study sites. Qur objectives are:

* to nonitor enrollment rates over time and to identify
di fferences between enployees enrolling in the PPO or using PPO
provi ders and enpl oyees choosing not to enroll in their
denographi ¢ characteristic, health status, and prior and
expected use of care;
to conpare post-enrollnment differences in patterns of use
bet ween the groups;
to contrast attitudes about the alternatives available and plan
satisfaction anong enployees in PP0s vs traditional plans vs
HMOs.

The descriptive work will provide prelimnary evidence on the
extent and nature of biased selection and on the effects of PP0Os on use
patterns. It will also help guide the statistical nodeling efforts
described in Sec. V.

The descriptive conparisons we envision producing in order to
address each of the objectives stated above are described in nore detai
bel ow.  However, we first briefly discuss the data and subsanmples to be
used in this phase of the analysis.

DATA AND SUBSAMPLES

Information on plan selections, previous use, post-enrollment use,
and a linmted number of demographic characteristics are available from
enpl oyee records and fromthe clains data we will acquire. Thus, sone
of our descriptive conparisons can be carried out on the entire enpl oyee
popul ation in each site.
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Information on attitudes, health status, expected utilization, and
sone soci oeconom ¢ characteristics will be available only from the
survey. These characteristics may be inportant in accounting for biased
selection and for use patterns.

W plan to carry out a parallel analysis for the full enployee
popul ation and for the survey sanple. An advantage of the parallel
analysis is that it should help us to identify if there are differences
bet ween the enpl oyee popul ation and the survey sanple that need to be
taken into account in the nodeling phase. For exanple, such differences
m ght be due to survey nonresponse. |f certain groups of the popul ation
have differential response rates, failure to account for this can |ead
to biased estimates if characteristics that distinguish responders and
nonresponders also relate to outcomes of interest. A weighted estimator
can reduce the bias, but weighted analysis potentially leads to |ess
preci se estimtes than unwei ghted anal ysis. The parallel descriptive
anal ysis should help us to identify characteristics of nonresponders and
to exanine the tradeoff between bias reduction and precision in using
wei ghted vs unwei ghted analysis in the nodeling phase

Underlying a weighted adjustment for nonresponse is the assunption
that responders within a weight class are sinmlar to nonresponders in
terms of outconmes of interest--plan selection and post-enroll nent
utilization. The parallel descriptive analysis should enable us to
verify the accuracy of this assunption. |f the conparisons suggest that
nonresponders behave differently than responders, we can use this

information to incorporate otions about how they differ in using the
anal ytic nodel to simulate or predict outcomes under different scenarios
(the sinulation is described later in this research plan).

For all of the descriptive conparisons, we wll treat new enpl oyees
and ol d enpl oyees separately. W will also attenpt to distinguish old
enpl oyees who, before the PPO option, used a PPO provider (rollovers)
from enpl oyees who had to change providers to use the PPO (switchers).

Bi ased selection may differ considerably between new and ol d enpl oyees
and between rollovers and switchers.
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Finally, separate descriptive analyses will be carried out for
t hose selectin enpl oyee-only coverage and those el ecting to cover
dependents.

PLAN SELECTION
Enrollment Rates

Sanmple Tables 3-6 are designed to monitor the attractiveness of
PP0s to enpl oyees and to assess how the PPO enrol |l nent share changes
over time. Tables 3 and 4 examne enrollnent rates over tinme. Tables 5
and 6 investigate plan switching behavior to determ ne whether the
availability of the PPO changes the HVO vs fee-for-service choice of
continui ng enpl oyees.

Treatment of Nonenrollment PPO Sites

For the sites with nonenrol | ment PPOs, our plan selection
classification will involve both the insurance plan selected and an
anal ysis of providers used by fam |y nenbers. To do this, we wll
produce a frequency distribution of famlies by the percentage of their

Table 3
ENROLLMENT RATES FOR SITES W TH ENROLLMENT PPCS, BY PLAN AND vEAR?

HMOs PPO | ndemmi ti es

Year Plan A B.. .Total HMO C D... Total PPO E F...Total Indemity

0 (Pre-PPO  meemmmeeeae-
|
2 (Percent of enployees electing option)

? Separate tables will be produced for enployee-only coverage
and enpl oyee plus dependents. For years 1 and 2, tables will also be
produced for enployees joining the firm subsequent to open enrol | nent
for year 1.
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Table 4

ENRCLLMENT RATES FOR SI TES W TH NONENRCLLMENT PPGS, BY PLAN AND YEARa

HMOs | ndemi ti es
Plan A B...Total HVO Pl an ¢ e Tot a
I ndemmi ty
Not
PPO Non PPO Ascer- Tot al
Year user User tained Plan C

(Pre-PPO

N - O

(Percent of enployees electing option)

a Separate tables will be produced for enployee-only coverage and

enmpl oyee plus dependents. For years 1 and 2, tables will also be produced
for enployees joining the firm subsequent to open enrollment for year 1.

physician contacts that are made to PPO providers. Because there is
interest in both the enployee's decision about whether to use PPO
providers and physician referral patterns, we will attenpt to perform
separate conparisons for visits that are nost likely to be patient
initiated and those nost likely to be referred

W will then categorize famlies within indemity plans according
to the degree to which they use PPO providers. In the sanple tables we
have assumed a trichotony: PPO users, non-PPO users, and not ascertained
(nonusers).  However, we will nodify this grouping once we have exam ned
the provider choice patterns; for exanple, anmpng those seeking care a
trichotony of high, medium or |ow use of PPO providers may be nore
appropriate than the dichotony suggested in the sanple tables.

The plan selection categorization in nonenrollnment PPO sites will
enphasi ze the decision to use PPO or non-PPO physicians for patient
initiated contacts. However, we are also interested in exanmining to
what degree patients use or are referred to participating hospitals and
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Table 5

ENROLLMENT RATES IN YEAR 1 FOR SITES WTH
ENROLLMENT' PPCS, BY PRE-PPO PLAN CHOICE®

Year 1 Plan
HMOs PPOs I ndemmi ties Tota

Pre-PPO Pl an Plan A B... CD... EF ..

HMOs
A
B
. (percent electing year 1 plan by

| ndemmi ti es Pre-PPO choi ce)

E
F

8 Asinmilar table will be produced exam ning sw tching between year
1 and year 2. Separate tables will be produced for enployee-only coverage
vs enpl oyee plus dependents.

participating specialists. Therefore, we will also produce tables
showi ng what proportion of hospitalized patients use PPO hospitals, and
frequency distributions of famlies seeking specialized care by the
proportion of contacts to PPO providers.

VW will also examne how the frequency distribution changes with
the definition of the reference period length--for exanple, a six nonth
period vs one year. For the nonenrol |l nment sites, the decision to use
PPO providers does not have to be made at the tine of enrollment in the
insurance plan. As enployees |earn about the benefits of using PPO
providers, changes within a year in patterns of use may occur. That is,
for nonenrollnment sites it may be useful to nonitor the PPO choice and
changes in enployee choice of provider over time periods other than
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Table 6

ENRCLLMENT RATES IN YEAR 1 FOR SITES W TH NONENRCLLMENT
PPOS, BY PRE- PPO PLAN CHOICE?

Year 1 Pl an

HMOs | ndemi ties Tot al
Plan A B... Plan C
Not
PPO Non- PPO Ascer- Tot al
Pre-PPO Pl an User User t ai ned Plan C
HMOs
A (Percent electing
B year 1 plan by
pre- PPO choi ce)
[ ndemmi ti es
C
D

& Asinilar table will be produced examining switching between year
1 and year 2. Separate tables will be produced for enployee only coverage
vs enpl oyee plus dependents.

those defined by the period from one open-enrollment season to the next.
If the data suggest this is so, tables simlar to Tables 4 and 6 will be

constructed for subintervals within the year.

Biased Selection

A key question to be addressed is how enployees enrolling in the
PPO or using PPO providers differ from enpl oyees not choosing the PPO
Differences in the distribution of characteristics of enployees in

alternative plans will be presented as shown in Tables 7 through 10.
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Table 7

EMPLOYEE CHARACTERI STICS BY YEAR 1 PLAN SELECTED FOR SI TES WTH
ENROLLMENT PPCS AND FOR CHARACTERI STICS AVAI LABLE
FROM EMPLOYEE RECORDS AND CLAIMS?

Plan Type

PPO

Roll- Not Ascer-
Characteristic Switchers Overs t ai ned | ndemi ty

HVD

Sex and Age of
Enpl oyee

Mal e s
Under 25
25-35
35-49
49 or ol der

Femal es
Under 25
25-35
35-49
49 or ol der

Enpl oyee Sal ary

by quartiles

Nunber Dependents
Covered

1
3+

Years with Firm

lor | ess
2-5

5-10

10 or nore

8 Similar tables to be produced for year 2. Separate tables for
enpl oyee plus dependent coverage. Separate tables for new enployees.
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Table 8
EMPLOYEE AND DEPENDENT CHARACTERI STICS BY YEAR 1 PLAN SELECTED

FOR SITES WTH ENROCLLMENT PPOS AND FOR CHARACTERI STI CS
AVAI LABLE FROM EMPLOYEE RECORDS AND CLAI M5

Pl an Type

PPO

Switchers Roll- Not Ascer-

Characteristic Overs t ai ned [ ndemi ty HVD

Age of I ndividual

Under 5 yrs
5-14
15- 24
25-35
35-49
49 or ol der

Pr evi ous Utilizationb

Average Expenditures
per Person

Hospi tal i zati ons
none
1 or more

Physician O fice Visits
by Quartile

Mental Health Expenditures
per Person

& Sinilar tables to be produced for year 2. Separate tables for
enpl oyee only and enpl oyee plus dependent coverage. Separate tables for
new enpl oyees (those joining during year 1).

Not available for HMO enrollees and new enpl oyees.
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The characteristics shown in Tables 7 and 8 are those available for
the full enrollment sanple. In Table 7, the unit of analysis is the
enrol I ment unit, and the characteristics are those of the enployee.
Table 8 presents distributions of characteristics of all individuals in
the plan, both the enployee and enrolled dependents. Information about
the distribution of characteristics of all enrolled individuals by plan
permts adjustnment of plan utilization rates for characteristics of
individuals who differ by plan--that is, to separate out the effect of
adverse selection fromthe effect of provider incentives on use.

However, in some sites we will not have information on the
characteristics of dependents unless they have used care and subnitted a
claim for these sites, analysis of dependents' characteristics will be
limted to the survey sanple.

Tables 7 and 8 illustrate the groups to be contrasted for sites
with enroll ment PP0s. Tables 9 and 10 show the plan categories for
sites with nonenrol | ment PP0s. The anal yses suggested in Tables 9 and
10 are those that will be available only for the survey sanple; in Table
9, the unit of analysis is the enrollment unit, whereas in Table 10 it
I's the individual

As shown in the sanple tables, we will try to distinguish those who
changed providers in order to join the PPO (or to use PPO providers)
from those who did not have to change. This classification will be
based on an exam nation of visit contacts prior to joining the PPO

EFFECTS ON USE AND EXPENDITURES

The descriptive analyses will involve conparing use and changes in
use among enrol I ment groups as illustrated in sanple Table 11. For this
analysis, the unit of observation is the individual patient. Because we
will not have clains data for enployees electing HMOs, these anal yses
will be restricted to enployees and dependents in the PPO or indemity
pl ans
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Table 9

EMPLOYEE CHARACTERI STICS BY YEAR 1 PLAN SELECTED
FOR SI TES W TH NONENROLLMENT PPOS AND FOR
CHARACTERI STI CS AVAI LABLE FROM SURVEY?

Pl an Type
[ ndemi ty
PPO PPO Non- PPO Not
Characteristic Rol | overs Switchers Users Ascertai ned HVO

Fam |y Income

by quartiles

Education of Enpl oyee

| ess than high school

hi gh school or
equi val ency

some col | ege

bachel ors degree

some graduate work
or advanced degree

& Sinilar tables to be produced for year 2. Separate tables for enployee
only and enpl oyee plus dependent coverage. Separate tables for new
enpl oyees (those joining during year 1).

Table 11 illustrates the groups to be conpared for the sites with
enrol I ment PPGs. Simlar plan groupings will be nmade for the sites with
nonenrol [ ment PPOs. However, the group designations wll be nade on the
basis of providers visited rather than plan selections. Because we will
not observe provider selections for nonusers, the conparisons will have

to be restricted to service users,'

"For the survey sanple, however, sone classification of nonusers
will be possible on the basis of responses to survey questions
concerning where the patient would go to receive care. The survey data
will also help us to determine whether non-users are differentially nore
likely to be persons who would use non-PPO providers; if so, this
difference mght be attributable to the deterrent effect of greater cost-
shari ng.
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Tabl e 10

EMPLOYEE AND DEPENDENT CHARACTERI STICS BY YEAR 1 PLAN SELECTED
FOR SITES WITH NONENROLLMENT PPOS AND FOR CHARACTERI STI CS
AVAI LABLE FROM SURVEY?

Plan Type
| ndemi ty
PPO PPO Non- PPO Not
Characteristic Rol  overs Switchers Users Ascert ai ned HMO

Has Duplicate Coverage

yes
no

Expected Wilization

Hospi talization
expect ed
not expected

Average No. expected
physician visits
by quartile

Heal th status

Physi ca
Ment a

8 Simlar tables to be produced for year 2. Separate tables for
enpl oyee only and enpl oyee plus dependent coverage. Separate tables for
new enpl oyees (those joining during year 1).



UTILIZATION OF HEALTH

Table 11

a
CARE SERVICES BY PLAN GROUP BY CONTINUING EMPLOYEES

(Enrollment PPOs)

Plan Group
PPO Switchers PPO Ro flove rs PPO Other b Indemnity
Pre- Post- Pre- Post- Pre- Post- Pre~ Post-
Uti | ization PPO Use PPO Use Change PPO Use PPO Use Change PPO Use PPO Use Change PPO Use PPO Use Change

Hospitalization

% hospitalized

average | ength
of stay

average expend-
tures/person

Ambu | a tory

% users

average no.

physician visits

average expend-
i tures/person

Total

average expend-
i tures/person

a
Separate tables to be prepared for employee-only coverage and for employees and family members covered by employee

plus dependent plans.

Unclassified as switchers or rollovers.

Separate tables comparing Post-PPO use only,

by plan group,

to be prepared for

new employees.

_{75_
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We will also construct tables simlar to sanple Table 11 to conpare
use and expenditures by new enployees enrolling in each plan group. The
conparisons will, of course, be restricted to use |evel subsequent to
the availability of the PPO option.

In addition to conparing group nmeans and changes in group neans for
patients electing the alternative plans, we will produce conparisons
standardizing for differences in characteristics that were found to
i nfluence enrol | ment choice. For exanple, we nust present conparisons
adjusting all groups to have a comon age/ sex/prior use level (quintile)
di st bution

PATIENT ATTITUDES AND SATISFACTION

The survey includes several questions designed to elicit enployees
perceptions about the alternative plans available to them These
questions cover three dinensions: freedom of choice (physicians,
hospitals); costs (premuns, out-of-pocket expenditures); and access
(wait times for appointments). Miltiple items are included to neasure
attitudes about each aspect of dinension.

For each enployee, we will construct nine summated rating scales
reflecting perceptions about each plan on each dinension (the scale
codes used in the questionnaire will be reversed as necessary so that
| ow scal e score values reflect perceptions of |ow access, |ow freedom of
choice, and high cost). Average scale values given to each option by
enpl oyees enrolling in the different plans will be contrasted as shown
in sanple Table 12.

SATISFACTION WITH CARE

The survey includes an adapted version of the widely used Patient
Satisfaction Questionnaire to measure enployees' attitudes about the
nedi cal care they receive. Qur adaptation selects items to neasure
attitudes about features of care that we believe to particularly salient
in assessing patient satisfaction with the PPO option. These dimensions
are shown in sanple Table 13. Miltiple items are used to elicit
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Table 12

EMPLOYEE ATTI TUDES ABOUT HEALTH PLAN OPTI ONS BY PLAN SELECTED?

Pl an Sel ected

Perceptions of

Al ternatives HVO PPO Indemnitya

Freedom of Choice

HVO
PPO
I ndemi ty
(average scal e score)
Costs

HMO
PPO
I ndemni ty

Access

HMO
PPC
I ndemi ty

a , :
For nonenrollment sites the categories are PPO users, non-PPO
users, nonusers.

attitudes about each feature or dinension because multiple item scales
have superior reliability to single itens.

Tables will be prepared conparing attitudes toward the different
features of care anmong enpl oyees selecting alternative types of plans.
W will also exam ne change over time in satisfaction anong those
el ecting the PPO or using PPO providers.

Patient satisfaction has been shown to be a powerful predictor of
physi ci an change and disenrollment froman HVMO. If we observe
sufficient nunbers of the panel nenbers of the survey switching plans
between years 1 and 2, we wll also prepare tables exanmining swtch
rates and types of switching according to the level of satisfaction with
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various aspects of care voiced in the first survey. Such analysis my

be useful in determning both why patients choose PPOs (switch into the

PPO and what |eads themto |eave the PPO

Tabl e 13

PATI ENT SATI SFACTI ON BY PLAN GROUP

D nensi on Switchers

Plan Goup
PPO
Not
Rol | overs Ascertained | ndemi ty HMO

Access to care
Continuity of care
Cost of care

I nsurance coverage
Quality of care
General satisfaction

(average satisfaction score)
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V. ESTIMATING PPO EFFECT ON ENROLLMENT,
UTILIZATION, AND COSTS

In contrast to the descriptive research, the analytic research wll
probe the data to obtain nmore accurate estinates of the benefits the
PPOs have (or have not) provided to enployers and enployees and to
determ ne how t he PPOs have achieved their results. The approach we

plan to take is designed to answer questions such as:

1. Costs: How much nore (or |ess) would enployers and enpl oyees
have spent on health care without the PPO? How has the PPO
affected costs for different categories of enployees? How nuch
of the gross difference between PPO and non-PPO fee-for-service
costs is due to discounts negotiated through the PPO? How much
of the difference is be explained by enroll ment behavior and
how much by utilization behavior?

2. Plan Enrollnent and PPO Participation: Has there been adverse
or favorable selection into the PPO? Has the PPO changed HVO
enrol Il ment fromwhat it woul d have been without the PPO? Are
new enpl oyees nore or less likely than old enployees to prefer
the PPO over non-PPO fee-for-service providers or an HMO?

3 Uilization: Has the PPO changed the health care utilization
patterns of those who choose PPO providers? Can we identify
the effects on utilization of the PPO's decreased cost-sharing?

4. Practice patterns: Does the PPO alter its physicians' practice
patterns, or does it select physician nmenbers whose patterns
already differ? How do the PPO practice patterns and
utilization rates for different services conpare with HMO

patterns found in the literature?

Two conpl enentary anal yses, one focusing on beneficiary health care
decisions and the other on provider treatment decisions, will provide
the answers to these questions. The first analysis wll devel op

expl anatory nodels of plan selection and health care utilization for
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different groups of enployees and dependents. The nodels will be used
to estimate differences in utilization and costs for specific enployee
and dependent groups under the PPO versus the traditional FFS plan.
These estimates will control for differences in the individual
characteristics of PPO participants and those who remain with non-PPO
providers. The second analysis--of the practice patterns of PPO and non-
PPO physi cians over the three year study period--is described in Sec.
VI. Using data fromthe clains records, this analysis will exanine the
physi ci ans' use of services for treating specific diagnoses and |end
additional insight into the manner by which the PPO alters utilization
and costs.

The plan selection and utilization nodels will also be used in a
simul ation nodel capable of predicting what enployer and enpl oyee costs
woul d have been in the post-PPO years if the PPO had not been added.

The costs predicted wthout the PPO can then be conpared with the act ual
costs to determine whether the PPO saved noney for enployers and
enpl oyees.  For PPOs that receive discounts from providers, we will also
determ ne what the savings woul d have been without the discounts.

The firms participating in this study do not experience high
enpl oyee turnover. Thus, if new enployees are nore likely to use the
PPO estimates of the PPOs' cost differentials based only on the first
two years of experience will seriously underestimte the PPOs' longer-
run effects. As we explained in Sec. IV, we expect that new enpl oyees,
who are less well-connected to a plan or provider, are nmore likely to
participate in the PPO  Therefore, we will estimate a separate nodel of
plan selection for new enployees. If we find a greater response to the
PPO we will use the sinulation nodel to predict the effect of the PPQ
not only in the first two years, but also in future years when a higher
proportion of enployees will have joined the firmsince the initiation
of the PPO. These future cost predictions will incorporate only
expected enpl oyee turnover and the additional appeal of PPOs to new
enpl oyees; by necessity, they will assune that no other changes occur in
the health plans, the local health care markets, or the beneficiary
popul at i on.
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SIMULATION OF MODEL OF COSTS WITHOUT THE PPO

We expect that the addition of a PPO option caused some enpl oyees
to change the plan or the providers they use to take advantage of the
PPO benefits. Oher enployees did not find that the PPO offered
sufficient incentive to change plan or providers. |If we assume that the
PPO did not influence the provision of care to individual non-PPO users,
we can restrict our analysis to those who took advantage of the new PPO
option. This assunption is not as strong as it appears. It does not
mean that PPO providers did not change their practice styles for non-
PPO patients. In nost of the sites in this study, non-PPO users are
those persons using non-PPO providers. |If they used a PPO provider,
they would be classified as a PPO user. Thus, the assunption is only
t hat non-PPO providers were not influenced by the particular PPO being
st udi ed.

PPOs are developing within a medical care systemthat is changing,
but we do not believe that the individual PPOs we are studying had any
specific effect on other local providers. The nore general increase in
new provi der organizations that began with HMOs and continues with PPOs,
together with other market changes such as the Medicare prospective
payment system clearly has induced changes in the traditional fee-
for-service system However, the PPOs we are studying do not have |arge
enough market shares to provoke specific conpetitive responses from non-
PPO providers practicing in the sanme nmarkets. Several of the enployers
in this study inplemented other benefits changes at the same tine they
added the PPO option. W assume that these changes could have been nade
without the PPO. Qur analysis plan is designed to detect the
incremental effect of the PPO after we take into account the effect of
ot her changes.

Participants in the PPO could have come from several groups. HVO
enroll ees may have switched to the PPO plan or the indemity plan to
become PPO users, and indemity plan enrollees may have switched froma
non-PPO to a PPO provider. Both types of switching behavior probably
caused changes in utilization and costs. Qher enployees, who were
using a provider belonging to the PPO before the PPO was offered by
their enployer, will automatically become PPO users;' their utilization

"We assune the availability of the PPO option with its incentives
to use PPO providers would not cause anyone to shift from PPO to non-
PPO providers.
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and costs will be affected by changes in their providers' behavior
brought about by the PP0's utilization control activities and from
changes in cost sharing. As already nmentioned, the enrollnent and
consequent utilization behavior of new enployees will be altered by the
addition of the PPO  Newy covered dependents (new spouses and
children) will enroll in the sane plan as the enployee, but those
dependents enrolled in indemity plans nay or may not make the sane
deci sion on PPO use as their sponsor. Spouses nay have already
established relationships with providers whose PPO affiliation differs
from the enployee's chosen providers. A second or third child wll
probably be taken to the same pediatrician his siblings use; a first
child requires selection of a pediatrician. W presune that nenmbers of
the same famly will make simlar choices between PPO and non- PPO
providers. However, we expect to find that mixing of PPO and non-PPO
providers within a famly is not unusual.

For each of these groups, we will sinulate utilization and costs in
the post-PPO period had the PPO not been offered and use the difference
bet ween sinul ated and actual costs as an estimate of the PPO cost
effect. The sinulation will assume the follow ng would have occurred if
the PPO had not been added to the benefits plan:

1. Enployees and dependents who enrolled in an HVO or used non-
PPO providers in the post-PPO years would have continued to use
the same category of providers.

2.\ can estimate how many of the enployees and dependents who
switched fromthe HVO or non-PPO providers to PPO providers
woul d have stayed with their original choice. In other words,
we assune that we can identify "normal" switching that is not
related to the PPO and subtract it from the total observed
swi t chi ng.

3. The formation of the PPO did not alter utilization and cost
patterns for non-PPO users.

4. Enployees and dependents who used PPO providers in the pre-
PPO period would have increased or decreased their utilization
and costs in the post-PPO period at the sane rate as non-PPO
users actually did.
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These assunptions, as we already mentioned, allow us to consider
only the costs for those who actually selected the PPO option in the
post-PPO period and use the change in costs over time for non-PPO users
to estimate costs for PPO users in the absence of the PPO option

The | east significant assunption is the first. Persons who stayed
with their plan or provider despite the new offer of incentives to use
PPO providers alnmost certainly would not have changed had the benefits
package renai ned unchanged.

The second assunption concerns the switching that occurs even
without benefits changes. W would like to subtract these routine
provi der changes in estimating PPO inpact on provider selection. For
each enpl oyer, we can estimate switching rates between HMOs and
indemity plans for several years before the PPO from the personnel
records. Unfortunately, we cannot use the same approach to estinate
routine switching between PPO and non-PPO providers. Instead, we will
try to devel op reasonable estimtes of the nunber of persons who woul d
have switched to a PPO provider even without the availability of the PPO
benefits from the number who switch anong PPO or non-PPO providers or
despite the incentives to use the PPO switch from PPO to non-PPO
providers. Recognizing that switching patterns may not be stable over
time, we will follow a conservative approach to estinating normal
swi t chi ng

The last two assunptions permit us to use continuing non-PPO users
as a control group. The case histories will provide sone evidence on
the validity of these assunptions by assessing whether and how non-
PPO provi ders have reacted to the presence of the PPOs.

Defining User Groups

The planned sinulation method classifies each enployee and
dependent in each year according to which of the enployer's plans
covered him and which category of provider he uses. The five basic
user groups are:
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* non-PPO users: in year 0, indemity plan enrollees whose health
care provider(s) subsequently did not becone PPO providers; in
years 1 and 2, indemity plan enrollees who used non-PPO
provi ders

* PPOusers: in year 0, indemity plan enrollees whose provider
became a "preferred" provider once the PPO was added; in years
1 and 2, indemity plan enrollees who used PPO providers.

* nonusers: in each year, the remainder of the indemity plan
enrol lees who didn't have a regular provider or use nedica
services

¢ HWD users: in each year, all HVD enrollees

* uncovered: in each year, persons who were not eligible for
coverage, including enployees whose enpl oynent began or ended
during the study period and dependents who were added or
subtracted from the enployee's coverage.

The HVD and uncovered groups can be easily identified. The three
indemity plan groups are nore difficult to define and identify,
especially for the four enployers that offer the PPO as an open option
in the basic indemity plan. ldentification is easier for the other two
enpl oyers because they offer PP0s as an enrol | ment option, but only one
of these PPO plans does not reinburse for patient-initiated non-PPO
services. ¥ expect that enployees will enroll in this exclusive plan
only if they intend to rely on PPO providers. In contrast, we cannot be
certain that enrollment in a nonexclusive PPO plan will automatically
lead to reliance on PPO providers because the |ow premum offered by
this plan pernmts the enployee to have lower costs than the indemity
pl an, despite significant non-PPO use.

Therefore, in all but one case, the enployees who enroll in an
indemity plan or a PPO plan can use either PPO or non-PPO providers.

The structure of the cost simulation we outline bel ow assumes that we
can characterize each individual covered by these plans as a non-PPO
user or a PPO user or a nonuser. If we find that a nunber of people use
both PPO and non-PPO providers or that we cannot separate nonusers from
persons wthout reinbursable expenses to claim we may have to adopt a
nmore conplicated approach that is bound to raise estimation problens.
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An obvious alternative to using a dichotonmous variable to represent
PPO participation is to use the proportion of utilization delivered by
PPO versus non-PPO providers. However, the latter variable is dependent
on the level of utilization and may cause problens of sinmultaneity in
estimating utilization as a function of PPO participation. In addition,
the error with which we neasure the true propensity to rely on PPO
providers will be higher for low utilizers. By definition, someone wth
only one visit will be considered a 100 percent PPO user or non-PPO
user; someone with many clainms is nore likely to have actually used his
desired mx of PPO and non-PPO providers.

Ideal |y, we would be able to |abel every indemity plan enrollee as
a PPO user or a non-PPO user. The nost accurate and readily available
i nformati on about provider use is contained in the clains data.
However, the clains data do not allow us to separate nonusers from
nonclaimers. In addition, defining user groups solely on the basis of
the clains data would lead us to nmiscategorize as nonusers nore non-
PPO users than PPO users. Mst plans offer financial incentives to use
the PPO including in some cases a |ower deductible. PPO users, who
face a |lower deductible, will be nore likely to file claims and escape
m sidentification as nonusers than non-PPO users, who will use nore
medi cal care before filing a claim

W will try to develop a nethod that avoids these problens for
identifying each individual eligible to use PPO providers as a PPO user,
a non-PPO user, or a true nonuser (not just a nonclainer). This method
will use information on actual provider use fromthe clainms records and
information on regular providers of care from the enpl oyee survey. As a
first step, we will try to increase the nunber of individuals we can
classify fromthe clainms data. For those who have used both PPO and non-
PPO providers, we will see whether they have used either type of
provi der exclusively for primary care and other types of services likely
to be patient-initiated. Then we will use information from the survey
on regul ar sources of care to classify the remaining persons who have
used both provider types even for primary care or have no claims. W
plan to use the survey as a last resort because we will have to nanually
identify the providers listed as regular sources as PPO or non-PPO
provi ders based on nanes supplied by the respondents.
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Simulation Framework

The sinmulated PPO effects on enployer and enpl oyee costs for the
total workforce and for specific enployee groups will be based on a
three-part nodel of health care utilization, estimated for each of the
three study years. The three equations, which are basically the sane
for all sites, include: (1) the decision of an enployee to enroll in an
indemity plan or an HMO, (2) for indemity plan enrollees, the decision
to participate in the PPO and (3) the level of health services
utilization for all indemity plan enrollees as a function of PPO use.
These equations are described more fully below here we include only a
brief description relevant to the sinulation.

The utilization equations are structured for use in the sinulation
In the pre-PPO year, we will analyze the level of utilization; in each
of the post-PPO years, we will analyze the change in utilization between
that year and the pre-PPO year for individuals belonging to one of three
groups: continuing non-PPO users, continuing PPO users (rollovers), and
switchers fromnon-PPO to PPO providers. The utilization equations wll
measure utilization in dollars and include PPO participation as an
i ndependent variable and interact participation with other individual
characteristics. The equations can be witten:

Enrol Iment in HVO or indemity plan (all enployees):

it = e (Xye)
PPO participation (individuals covered by indemity plans with PPO:
P, =P (Y, )

Uilization (individuals covered by indemity plan):

t=1,2 Aip = 8By x4)
In these equations, i denotes the individual and t the year, and the

variables are defined as foll ows:
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e, = probability of enrolling in indemity plan versus HMO
Pip T given enrollment in indemity plan, probability of
participating in the PPO
X4 = binary variable for whether person was a PPO user.
Uiy = level of utilization (in dollars)
Ait = change in (dollar) utilization between year 0
and year t
Xit = vector of variables that determne enrollnent decision
Yit = vector of variables that determne PPO participation
Z. = vector of variables that deternmine utilization

The specification will allow us to predict what an individual's
utilization would have been if he had belonged to a different
participation group. For exanple, assune for sinplicity that those who
switched from non-PPO to PPO providers did so only in response to the
addition of the PPO option. To predict each switcher's utilization
without the PPO we would add to his utilization in period 0 the changes
predicted in years 1 and 2 in the absence of the PPQO These predictions
woul d be derived for each switcher fromthe changes in utilization
predicted for a continuing non-PPO user with the sane characteristics by
the post-PPO utilization change equations.

In order to estinate the full effect of the PPO on utilization,
recall that we nust predict how nuch each of several groups would have
used without the PPO option. The groups are: rollovers (PPO— PPO,
switchers within the indemity plan (non-PPO — PPQ), switchers from HMOs
(HMO — PPO), and new enpl oyees and newly covered dependents who sel ect
the PPO.  For each of these groups, we wll conmpare actual utilization
with utilization predicted in the absence of the PPO. The simulation is
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done essentially the same way for rollovers and switchers from non-

PPO providers, for whom we have pre-PPO utilization data. New
participants, for whom we do not have these data, nust be handl ed
differently. W assune that most of the HVO switchers would have
remained in the HVWO in the absence of the PPO at a predicted dollar cost
equal to the HMO premum If we find a noticeable |evel of "normal"

swi tching out of HMOs, we will have to recognize in the sinulation that
the PPO wi || have altered the costs of these normal swtchers.

Pre-PPO Indemnity Plan Enrollees. W wll predict the change in
utilization between the pre-PPO year (year 0) and each of the post-
PPO years (years 1 and 2), assumng that each person was in the
continuing non-PPO group. The prediction will be done for each
i ndi vidual, based on his or her personal and famly characteristics.

The simulated year 1 and year 2 utilization figure for each person wll
equal actual year O utilization plus the change predicted for years 1
and 2. W will then sumthe individual utilization figures to arrive at
the group total. Thus, the sinulated utilization in year t for each

I ndi vi dual ,.) and for all individuals in participation group p (Upt)
Is calculated as foll ows:

u,  (non- PPO = At(xithit = non-PPO)u,

t

P
Upt= Z Yit
i=i

In the event that persons who use non-PPO and PPO providers in
period O have different utilization patterns and some switching between
the two provider categories is normal, the simulation will account for
the effect of the PPO on the utilization over tinme of normal swtchers
to PPO providers.

Persons First Covered in the Pre-PPO Years. For persons who were
not enrolled in the indemity plan during the pre-PPO year (year 0), we
have no clainms records fromwhich to estimate year O utilization. From
the survey, we will know if they used any medical services, but we wll
not know how nany. W will need to predict what their year 0
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utilization would have been if they had been enrolled in the indemity
plan as well as the rate of change in years 1 and 2. The conplexity of
the nethod we use to estimate their utilization in year O will depend on
how dissimlar the utilization of PPO users and non-PPO users is in year
0. [f PPO and non-PPO users had simlar utilization, once we contro

for individual characteristics, we can predict utilization for each
person in the uncovered group fromthe year 0 utilization equation.
However, if utilization depended on whether or not the person used a PPO
provider, we may prefer to predict the probability of using a PPO

provi der and then expected utilization as a function of this

probability. The nore conplex method is witten:

. = + - -
Uit pt(Xit)'uithPO user (1 pit)°uit|non PPO user

The sinulation will indicate the total utilization of covered
services for all persons who exceeded or would be predicted to exceed
the deductible. W will add an estimate of utilization below the
deductibl e based on known functional forms for the distribution of
utilization and the level of reinbursed utilization. W wll not try to
estimate utilization of uncovered services.

For each individual in the sinulation, we can estinmate on the basis
of the plan's benefit structure the anount of clainmed expense that would
be covered by the enployer and the anount that would be paid out-of-
pocket. By adding up the estimated enployer outlays for all individuals
with and without the PPO, we can neasure the PPO's effect on enployer
costs. For PPOs that offer a percentage discount to the enployer, we
can divide by the discount rate to deternine what the cost effects would
have been w thout the discount. However, for PPOs that use a nore
conplicated discounting scheme, we will have to carry out the conplete
analysis with and without the discounts.

Once the simulation nodel has been set up, we can consider other
scenarios. For exanple, enployers might be interested in estinates of
the cost inplications of dropping their non-PPO option and offering only
the PPO and HMO opti ons. In this case, we could use the simulation
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model to predict what the utilization of continuing non-PPO users woul d
have been had they been continuing PPO users instead. W would not be
able to predict how many of these non-PPO users would switch to the HVD
instead of switching to PPO provider, but we could estimate the cost
inmplications if they all preferred the HWO to the PPO

ESTIMATION OF EXPLANATORY EQUATIONS

The three equations differ only slightly between sites that allow
indermmity plan enrollees mxed PPO and non-PPO use (nonlock-ins) and
sites that require enployees to choose one or the other (lock-ins). W
will begin by estimating site-specific equations and then deternne
whet her we can pool the nonlock-in sites. Only one of the PPOs is a
true lock-in plan, but others are offered as enrol |l nent options. If we
find that few enrollees in these PPOs use non-PPO providers, we may be
able to pool the enrollnent plans, whether or not they allow non-PPO
use.

The equations for the nonlock-in sites are outlined briefly here.
The lock-in equations only differ in that the PPO participation decision
is an enrol | ment decision and therefore not conditional on our being
able to classify adequate PPO participation groups. Either we wll
continue to estimte separate equations for the choice between an HVD
and an indemity plan (PPO or traditional) and for PPO participation,
condi tional on choosing an indemity plan, or we will estimate a three-
way enrol | nent nodel.

The three decisions--enrollnent, PPO use, and utilization of health
services--are interdependent, especially in the post-PPO years. In year
0, enrollment depends on expected utilization, but not PPO
participation, and PPO participation is unlikely to be heavily
influenced by expected utilization. Once the PPO and its incentives to
use menber providers is inplenented, we expect that enrollnent in an
indemity plan will be influenced by the PPO option and the decision to
use a PPO provider and benefit from reduced cost sharing will depend on
expected utilization. If possible, we will use instrunental variables
to elimnate the sinmultaneity biases that this interdependency woul d
ot herwi se produce. The instrunental variable approach can adjust for
the patient's ability to base his plan selection on pernanent
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differences between his expected utilization and others' utilization.
However, it cannot adjust for his ability to anticipate tenporary
utilization changes (pregnancy, surgery). |If those who anticipate
tenporary increases in their health care use in the early post-PPO
period tend to use PPO providers, we mght mstakenly conclude that the
PPO increases utilization. W would expect that these tenporary
aberrations would be less inportant in the second year of PPO
experience.

Equation 1: Enrollment

In year 0, this is a bivariate analysis with the two dependent
variabl es being the type of plan (HMO versus indemity, or HMO versus
indemmity versus PPO) in which the enployee enrolls and whether he
covers his dependents (or the nunber of dependents he covers). The unit
of analysis is the enployee. \here enployees are offered nore than one
indemmity plan, we plan to estimate the HMYindemity decision first,

then the specific indemity plan. In years 1 and 2, the dependent
variable will indicate whether the enployee switched plans. The
i ndependent variables in the enrollnent equations will include

Pl an choice: age, sex, nunber of dependents, health status (perhaps
of least healthy famly nenber), length of enploynent at firm
education, famly incone, enployee's earnings or wage, availability of
other insurance by type, index of awareness of PPO (years 1 and 2),
prior use, expected utilitzation (1986 only), and perhaps sone genera
attitude variabl es.

Dependent coverage: nunber of dependents by type, dependents'
ages, sex of enployee, predicted plan type, health status, incone,
availability of other insurance.

For enpl oyees who began working at the firm before year 0, a straight-
forward enrol I nent equation will be estinmated in year oln years 1 and
2, the dependent variable will be whether the enployee changed his
enrol I ment and included anmong the independent variables will be which
plan he previously enrolled in. If there are very few switchers, we may
not be able to satisfactorily estimate a behavioral nodel of switching,

al though we may be able to pool observations on switchers in years 1 and 2.
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Using data fromthe one-time survey of new enployees, we will
estimate separate equations for new enployee enrol I ment and PPO
participation equations, but we will not try to estimate utilization
equations. Mst of the firnms appear to have very |low turnover and so we
are primarily interested in |earning whether new enpl oyees are nore
likely to nmake different plan and provider choices in response to the
PPO option. We will assume that, once these choices are nade, the new
enpl oyees' utilization behavior doesn't differ fromthat of sinmilar
continui ng enpl oyees who have nmade the sanme choi ces.

Equation 2: Participation, indemnity Enrollees Only

The participation equation will also estimate PPO participation in
year 0 and changes in participation in years 1 and 2. The dependent
variables will be determned by our success in identifying whether
nonusers woul d choose a PPO provider and in creating a sinple dichotony
of PPO participation. If we are successful in these tasks, the
dependent variables will be based on a dichotomus definition of PPO
participation; each person will be classified as either a PPO user or a
non-PPO user. The participation equations are defined only for persons
enrolled in the indemity plan and therefore eligible to use the PPO
The unit of analysis is the individual, but we assume there will be
intrafamly correl ation.

| ndependent variables: age, sex, education, famly size, incone,
duplicate coverage, health status, specific plan in which enrolled (if
nore than one), and prior use or expected use as available. At sites
offering nore than one indemity plan, we may be able to include an
i ndependent variable for the specific plan chosen. However, we expect
that choice of indemity plans may be strongly influenced by the desire
to participate in the PPO  If so, to avoid sinultaneity problenms, we
will need to use the predicted probability of choosing one or the other
of the indemity plans instead of the actual plan chosen.
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Equation 3: Utilization, Indemnity Users Only

The dependent variable is the anount of total inpatient and
outpatient utilization for year 0 and the percentage difference in
expendi ture between year 0 and years 1 and 2. W probably can neasure
utilization either in dollar anounts or in Relative Value Scale (RVS)
units. The RVS neasure ignores price effects, including discounts and
price inflation. Utilization will be neasured fromthe clainms data;
dollar amounts will be estimated with and without the discounts so that,
as we already described, we can sinulate costs with and without the
discounts. The unit of analysis is the individual and we again assune
intrafam |y correlation.

I ndependent variables: actual or predicted participation in the
PPO in relevant time period (in year O-a dumy for FFS vs. PPQ in
years 1 and 2--indicators for prior and current participation, age, sex,
health status or change in health status, incone, work and hone
| ocations, duplicate coverage.

Parallel Analyses of Utilization by Type of Service.

To obtain a nore conplete picture of whether and how the PPO
changes utilization, we also plan to estimate a four-part nodel of
utilization simlar to the one used to analyze the Health |nsurance
Study data on utilization. The four-part nodel deconposes utilization
into: (1) whether any care is sought, (2) the volume of outpatient care,
(3) whether any inpatient care is sought, and (4) the volunme of
inpatient care. Volume of outpatient care will be nmeasured in a nunber
of ways, including claims, visits, and relative value scale units.

Vol une of inpatient care will be measured by charges, length of stay,
and possibly charges divided by a DRG based case mix index. For the
smal | er enpl oyee groups, we may not have enough data to estimate
inpatient volume. |If we find that the sinpler expenditure estimtes are
too inprecise to use in the sinulations, the disaggregated nodel will
provide an alternate set of estinates.

Because the effects of cost sharing on utilization are well known,
we will be able to calculate a residual effect to attribute to PPO
selection of providers and utilization control.
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Al equations will be estimted using regression techniques,
i ncludi ng logit or probit for equations w th dichotonous dependent
variables and ordinary |east squares for equations with continuous
dependent vari abl es.

ADDITIONAL CONTROL GROUPS

Al though our basic research design is to use those enployees
continuing to be non-PPO users as the control, we plan to develop an
alternative based upon the experience of other enployers in the area.
If the clains experience of the continuing non-PPO users, after
adjustnent for biased selection, resenbles that of selected other
enployers in the area, then we wll have additional confidence in our
i nferences about the effects of PPOs. If they differ, we will know to
probe further until we understand the bases for the differences.

In selecting conparison enployers in each of the four market areas
that we are studying, we will use only those enployers wthout major
changes in health benefit programs during the years under study.

Q herwi se, we would not be conparing PPOs with a control but with an
alternative strategy for cost containment. One change in health plans
that we will be able to accommdate is one involving the benefit
structure--for exanple an increase in deductibles or coinsurance--
because we have the ability to adjust for this with substantia
accuracy. Either the results of the Rand Health Insurance Study or
standard actuarial nmethods will enable us to estimate what spending
woul d have been if the health plan had not undergone such a change

W plan to seek conparison enployers through business coalitions
and other organizations in a position to know about which enployers
mght be suitable. For exanple, in the Santa Clara County (CA) area
where Hew ett-Packard is |ocated, the Anmerican Electronics Association
may be able not only to point out which electronics firms mght be
suitable, but actually to provide the data. In the Dade County (FL)
area, we plan to approach the South Florida Health Action Coalition for
assistance, with an introduction by the enployers that we are studying.
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For each enployer that we use for the conparison, we plan to
request data on aggregate expenditures per full-year equivalent
participant, hospital adm ssion rates, and average length of stay. To
the extent that data are available nore frequently than yearly, we may
be able to make use of this detail. W also plan to seek data on
enrol Il ment by enployer--specifically, the proportion of participants
enrolling in WMOs. |If we find that these data are available in a usable
form we will seek data from a nunber of conparison enployers at each
site.
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VI. PRACTICE PATTERN ANALYSIS

The anal ysis of provider practice patterns will be undertaken in
those sites with sufficient enrollnment so that diagnosis-specific
anal yses can be undertaken. Currently it appears that Hew ett-Packard
and the Dade County sites will neet this criterion. A decision
concerning the inclusion of Cal Tech/CaPP nust await the exam nation of
their claims file to determine if enough cases are available. Even if
the data are too sparse to allow the analysis of a conplete set of
di agnoses, we will probably be able to exanmine at |east the nost common
ones.

Each site will be examned separately, and within a site there wll
be conparisons of practice patterns between PPO and non-PPO providers in
the period before and after PPO inplenentation, as well as conparisons
over tine.

To sinplify the discussion, we omt physicians added to the PPO
Provi der List; however, some may initially be nenbers and subsequently
"weeded out." The analysis of changes in practice patterns over tine
woul d compare cells A2 with A0 and C2 with CO The anal ysis of
di fferences between PPO and non-PPO providers woul d conpare A2 with C2,
A2 with O or A0 with CO If there are enough physicians and patient
epi sodes in the BO and B1 cells, it would be useful to conpare themwth
A0 and Al to determine if the "weeding out process" actually focuses on
those with aggressive treatnment patterns. Thus, we woul d hypothesize
that average expenditures per patient episode will follow the pattern of
Q2 > A2, BO> AQ and possibly CO> AQ and A0 > A2. Gven time and
data collection constraints, we will omt analysis of transitional year
data Al, B1,d. In addition to the conparisons between PPO and non-
PPO providers and changes over tine, in Dade County we can take
advantage of the one year lag in start-up for Dade County enpl oyees to
conmpare practice patterns by PPO providers in 1984 for school board
enpl oyees versus county enployees to determne if there are differences
in treatment by the same practitioners depending on paynent schene.
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Period prior to PPO operation PPO operation
Period 1 Period 2
| AO | Al | A2 |

|
| | |
| Physicians who are inthe | | l— | |
| PPOin periods 1 and 2 | | | | |
|

[ BO | | Bl | |B2 |
| | I l
|Physicians who leave the | | I | |
|PPO prior to period 2 | | | | |
| | | I |-
|co \ | c1 I {c2 I
|
|Physicians who do not | ] — ] |
|become PPO providers | | | | |
| | [ PR
Fig. 1 -- Structure of practice patterns analysis

Di scussions with HP staff suggest that there will be few cases in
whi ch enough patients with a particular diagnosis are seen by the same
physician to undertake physician-specific analyses. Thus, it is best to
consi der the conparisons to be based on the pool of PPO versus non-
PPO provi ders. However, we w |l exam ne available characteristics of
the physicians to attenpt to rule out alternative explanations of
observed differences. For exanple, if PPO physicians at a site are
substantially more parsinonious, we wll whether the |ower use patterns
are associated with such characteristics as age and specialty or with
subgroups of those physicians--for exanple, nenbers of a special fee-
for-service group practice. Sanple sizes nmay be insufficient for
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definitive tests, but the observation of such patterns will help tenper
concl usi ons.

Four major criteria will guide our choice of diagnoses for
consi deration: prevalence, clarity of episodes, diagnostic honogeneity,
and potential for treatment variability. Regardless of how interesting
a diagnosis may be for analysis, if insufficient cases occur in the
| argest sanples (HP and Dade) it will have to be omtted. Thus, once
the clains files become available, we can quickly determne how linited
wi |l be our choices. For acute diagnoses, it is certainly inportant
that we be able to define the beginning of an episode. The Rand Health
Insurance Study (H'S) designed software to Iink physician visits to each
other and to hospital use (Fower et al., 1981.) The clains forns used
by the HIS,. however, were carefully designed to capture data that woul d
aidin such linkages. W wll conpare the episodes identified using the
H'S software with a manual exam nation of the clains files for persons
with the selected diagnoses. Wat wll be necessary is a screening of
all clains for those with the target diagnoses. Al clains for those
peopl e, regardless of the diagnoses for the other claims, wll be
arrayed in the order of service and a determnation nmade as to whether
they are rel ated.

In sone instances, the focus of attention will not be on specific
epi sodes but on chronic managenent. Rand is currently conducting a
maj or study of nedical outcomes for chronically ill patients treated by
different health care systems or by physicians in different specialties.
After extensive analysis, The Medical Qutcone Study has chosen to
exam ne diabetes, hypertension, major depression, and managenent of a
recent acute nyocardial infarction. Certainly for the first tw
di agnoses the appropriate unit of tine is arbitrary, and services per
year may be a reasonabl e choice.

The remaining two criteria for diagnosis selection are nore
subjective. The issue of diagnostic homogeneity nust be addressed at
two levels. One is the extent to which ICD9-CM' di agnostic categories
are reasonably honogeneous and the second is the amount of variability

"International dassification of Diseases, 9th Revision, dinical
Modi fi cati on.
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introduced in the clainms formdata. Thus, even though a carrier my
code up to five digits of information, if a substantial fraction of the
clains forms have coding at only the three-digit level, we wll be
forced to use sonmewhat heterogeneous data. A review of the clains files
will determine that true level of specificity available. Even if a
diagnosis neets all the above criteria, if treatment is highly uniform
such as for acute appendicitis, then detailed analysis of practice
pattern differences wll probably not be worthwhile.

Al though selection of diagnoses for study nmust await our
exam nation of the clainms files, we are suggesting sone additions to the
list we originally proposed: Maternity care, otitis nedia, pediatric
asthma, duodenal ulcer, uterine bleeding, and cholecystitis.? W plan
to consider adding their tentative diagnoses: diabetes, hypertension,
recent myocardial infarction, major depression, rheumatoid arthritis,
and chronic obstructive pulnonary disease. The exam nation of practice
pattern differentials within a given diagnosis will focus on the use of
selected tests, procedures, and visits. Wth hypertensives, for
exanple, a sinple count of office visits per year nay be sufficient.

For maternity care we would include ultrasound exans, as identified by
CPT-4 coding and the proportion of single births with Cesarean section.
The CPT-4 coding of HP should allow quite detailed anal yses. O course
there will be many procedures and tests used that either are not readily
di stingui shed or occur insufficiently often within a diagnosis to
warrant separate anal ysis.

The average total billing (ATB) for an episode of care or a year of
monitoring is a "bottom line" neasure of practice patterns. This figure
is the sumof all billings for included services provided by PPO
provi ders (or anal ogously, non-PPO providers) to patients with the
di agnosi s. In turn,

2The initial exam nation of the clains files need only be fairly
sinple, such as a listing of all diagnoses at the 3, 4 and 5 digit |eve
with nore than 30 patients treated by PPO or non-PPO physicians,
whi chever group is smaller
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NPAT NPRCC
=1 i=1

billings is merely the sumof the nunmber of each type of procedure,

test, or visit (PRocij)tines the fee charged FEEij To the extent that
fee patterns differ for PPO and non-PPO providers, a sinple conparison
of ATB values will confound practice pattern and fee differences.
However, one can easily derive a uniformfee based on the weighted
average of observed fees,

FEE = 2.PROC;; . FEE, /E PROC
J 3

and conpute a standardized average total billings,

NPAT NPROC y
SATB= > 2 PROC,, . FEE / NPAT
=1 i=1

The difference between SATB values for PPO and non-PPO providers
represents practice pattern differences, while the differences between
ATB and SATB for each provider group reflect pricing differences.
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VII. ADDITIONAL STUDIES

The statement of work for this study called for us to undertake two

additional studies, to be specified at the end of the planning stage.

W have decided to add: (1) a qualitative analysis of the utilization
review activities each of the PPOs relies on for containing costs and
(2) devel opment of a method enployers can use to predict the effect of
adding a PPO to their health benefits package and to nonitor the PPQ's
effect over time. We will present the results of the second of these
studies in the formof a handbook.

UTILIZATION REVIEW ACTIVITIES IN PPOs

On the basis of our initial information gathering at the study
sites, the PPOs are apparently depending heavily on utilization review
(UR) efforts, especially preadmi ssion review, to meet cost containnent
objectives. Although basic information about the utilization activities
will be obtained fromthe case histories, we propose an additional study
to look into URin much greater depth. Rand col | eague Kathl een Lohr
will enable us to gain a better appreciation for the UR activities
pursued at each of our sites and conpare themwith UR activities in
other contexts. This study would attenpt to answer broad questions |ike
the follow ng:

1. How do the UR activities in the sites conpare with the "state
of the art" in private sector applications? Wat is the basis
for the differences?

2. What activities pursued at the sites are nore feasible to
pursue or nore effective in the context of a PPO? For exanple,
woul d preadm ssion certification be as effective if pursued
without a PPO? |f so, would its formhave to differ?

More specific questions mght include:
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1. What problens have the PPOs encountered in setting up UR
activities and how have they been able to deal with then?

2. Which UR activities are considered by the PPOs to be nost
successful ?

3. To what degree have the PPOs, enpl oyers, physicians, and
enpl oyees been satisfied with the UR progranms adm nistered by
t he PPOs?

Assessment of PPO UR Activities Through
Expanded Case Studies: Overview

Data needed for this description and assessnent will be gathered
through (1) on-site interviews of individuals responsible for URin the
PPO and (2) collection and review of practice manuals, guidelines,
records, etc. that document how the PP0's UR program has been set up and
run and and how UR information is used to change provider behavi or.

I nformation obtained from PPO UR officials will be supplenmented, to the
degree possible, with information obtained from enployers (i.e., PPO
menber s/ sponsors) and from PPO providers (i.e., physicians and hospita
adm nistrators) on the perceived effectiveness and fairness of the UR
program established by the PPO.  Finally, consideration will be given to
attenpting to obtain sonme information directly from enployees on whether
they have perceived any effect of the UR effort (such as being turned
down for an adm ssion or being recomrended for anbulatory surgery).

Interviews will proceed according to a sem-structured format, to
be conduct ed by Rand personnel during a case-history site visit. They
woul d be directed at enployers and at the personnel within the PPO who
are responsible for the UR program Basic questions to be covered woul d
be devel oped from the issues and topics noted in the next section.

I nformation from enpl oyees and PPO providers will be obtained through
the enpl oyee survey and the physician survey.
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Conceptual Overview

UR shoul d serve at |east three managenent purposes for a PPO (1)
data collection on individual providers so that baseline patterns can be
established and trends over tine can be nmonitored; (2) information
feedback so that patterns of unnecessary or excessive use of services
(e.g., hospital days, tests) can be corrected or recalcitrant providers
can be dropped fromthe PPQ and (3) aggregation and analysis of data
denmonstrating cost-effectiveness for purposes of marketing the PPO to
enpl oyers or enpl oyee groups.

Wiile UR activities sonetines extend beyond inpatient hospita
care, for the PPOs in this study, only the hospital conponent of URis
likely to be operative during the study period. Consequently, that will
be the main focus of this additional study. Descriptive analyses of the
PPOs' UR program shoul d deternine whether the activities noted below are
present, how they are organi zed, by whom they are perforned, and how
inportant they are in the overall UR approach. Those listed here do not
exhaust the possible activities of a hospital UR program but they are
dinensions to hospital UR that have been shown over the years (e.g., in
Foundations for Medical Care) to be inportant.

¢ Prior authorization for elective adm ssions;
Setting of initial or expected |engths of stay;
Monitoring energency admi ssions (so that only truly emergency
adm ssi ons bypass the prior authorization step);
Monitoring length of stay (with provisions for requiring
physicians to obtain further authorization if the patient
exceeds or is likely to exceed the initial LOS);
Concurrent review with attention to severity of illness and
appropriateness of level of care (e.g., whether patient needs
to be in a special unit, or in the hospital at all); and
Integration into discharge planning.

O her activities may include offering or requiring second opinion
progranms for elective surgery and requiring witten treatment plans
prior to or shortly after adm ssion. In addition, the ability to
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profile physicians and to educate those whose practice habits are
consi stently high may be undertaken in sone of the PPOs.

(ne aspect deserving particular attention is personnel. Topics of
interest include the following: Is a nurse-coordinator (e.g., a
registered nurse) used, or is all UR carried out by physicians?

Regardl ess of who carries out the UR work itself (e.g., prior

aut horization, setting LOS, etc.), howis the matter of physician

advi sors across all possible specialties handled? Wo is responsible
for coordination between the concurrent reviewer and the nursing staff
on a hospital floor?

Sone administrative matters deserve attention. For instance, what
is the appeal process in the event of a denial: |s there provision for
the attending physician and the patient to appeal? Can the appellant
have recourse to a level of appeal beyond the review physician? Also
does the Pp0's UR programoverlap, dovetail wth, or supplant equivalent
activities within nmenber hospitals? Finally, how are patient
confidentiality and privacy maintained and inadvertent disclosure of
sensitive information prevented?

Types of Questions to be Addressed to Various Respondent Groups

The following are specific questions that mght be posed in the
on-site interviews. They would attenpt to assess the UR activity along
three dinensions: formalization, centralization, and the conplexity of
the UR programitself.

1. What committee or organizational entity is responsible for UR?
A. Wo is the chairman or |eader?
B. Wat is the conposition of the entire UR
conmmittee/entity?
C. Does the conmttee/entity neet formally, keep nminutes
etc.? If so, how often; who participates, etc.?
2. Howis UR kept consistent across several menber hospitals? Is
UR "del egated" to individual hospitals, or run centrally?
3. \What overlaps are there, if any, between the PPQ's UR effort
and those of hospitals at which physician menbers have
privileges?
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How is the effectiveness of the UR programitself eval uated?

A, Are there goals and objectives for reducing service

utilization? |f so, how were they established?

B. How can the PPO tell if they are being nmet?

C.  Wat mechanisms exist for changing/inmproving UR tasks?
During the PPO's existence (or, during the study period, or
during the last six nonths ...), what have been the nost
i mportant problens or issues that have been identified through
UR activities?

A Wre they resolved? If so, how? If not, why not and

what is the status now?
\What have been the nature and nunber of disagreenments between
physicians and UR staff, or between patients and UR staff,
about decisions reached by UR personnel ?
Some consideration mght be given to outlining one or nore
scenarios that mght be likely to occur in all the PPOs, and
asking the various respondents to describe what night happen
(or happened in the case of a sinilar problemthat actually
occurred). One such hypothetical issue nmght be the case of a
respected or popular prinary-care physician who was over-
referring patients to specialists for surgery. Another m ght
be the case of an entire departnent at a nmenber hospital whose
use of special services (e.g., respiratory therapy), tests
(e.g., Xx-rays, blood tests, or expensive diagnostic
procedures), or hospital days exceeded PPO goals or guidelines.

A How would the problem be identified or brought to the

attention of those responsible for UR in the PPQ?

B. Wio would take the lead in investigating the problen?

Who would take the lead in resolving it?

C. What sort of feedback/educational/disciplinary actions

woul d be taken?

D. How would the PPO determi ne that the problem had been

corrected?
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8. Has the UR activity been substantially conputerized?

A If so, are conmercial software prograns being used?
Wi ch one(s)? Wre the follow ng approaches considered:
The Appropriateness Evaluation Protocol (AEP)? MED SGRPS
(from Medi-Qual, a division of InterQual)? Any in use by
Medi care Peer Review Organization (PRO? O hers?

B. Is concurrent and/or retrospective review done through
conputerized records? Any special software used?

C. Is profiling done? If so, through commercial software?
What prograns?

11. \What does the UR activity cost? E. g., how nuch physician
reviewer time is voluntary, how nuch conpensated? \Wat does
other UR personnel cost? What are conputer costs? Q her
direct/indirect costs and expenditures? Is there any way to
eval uate whether UR costs are bal anced by savings to the PPO?

10. Has the UR program had any adverse effects on quality of care?
Is it as capable of detecting problens of underservice as of
over servi ce?

11. For enployers, an additional set of questions regarding
profiling and feedback of information on (aggregate)
patient/enpl oyee use mght be asked.

A How nuch information does the PPO provide on use of
services by enpl oyees?

B. How nuch information does the PPO provide on provision
of services by nember hospitals and/or menber physicians?

C Wat sort of conparative data are available by which to
make some judgments as to the cost-effectiveness of the
Pp0?  (This is independent of what might actually be
studied in the PPO project itself.)

The following types of questions mght be addressed to physician
nenber s
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3.

- 66 -

Did you have to sign a witten agreement promsing to cooperate

with UR guidelines and procedures? How stringent is it?
How satisfied have you been with the PPO's UR progranf

A
B.

What have been the best/worst aspects of the progranf
How good/ effective is the PPO's UR in conparison with
other UR activities with which you have had experience?
Have disputes been resolved to your satisfaction?

Have you received feedback information of interest and
use to you in your practice? Did you think such
information was fair and took any special aspects of your
practice or patient population adequately into account?

Have you seen any significant harm to patient outcomes and

quality of care that you can attribute to overaggressive UR?

The follow ng types of questions night be addressed to enpl oyees.

1

2.

3.

4.

Were you aware that your health plan/PPO had a "utilization

review' activity? Do you know what it does (is supposed to

do) ?

Are you aware of any explicit or unwitten guidelines

about use of services that the PPO UR program enforces? (Gve

a variety of specific response choices)

Wile on the PPO plan, did you have any illness for which your

physi ci an recomrended hospitalization? Were you hospitalized?

[f not, was the problemtreated on an outpatient basis (as in,

e.g.,

"day" or "in-and-out" or "ambul atory" surgery )? Did the

UR program of the PPO, to your know edge, play a role in

whet her you were hospitalized, or where your surgery was done

or how long you got to stay in the hospital?

If a proposed hospitalization was denied by the UR personnel of

the PPO, what sort of recourse or appeal of the denial were you

able to pursue? (Gve sone specific response choices).

If you have had any involverment with UR (e.g., waiting for

prior authorization for adm ssion, being assigned an

"al l owabl e" length of stay, getting help with planning for your

di scharge), how satisfied were you with the process?
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HANDBOOK TO EVALUATE PPO EFFECT

Nunerous enployers are currently facing a decision about whether to
add a PPO option to their health benefits package. Should they decide
to proceed, they will be faced with subsequent decisions concerning
whether to continue to offer the PPO whether to offer an alternative
PPO, or whether to drop PPOs altogether. Unfortunately, in many cases,
estimating whether a PPO will save nmoney or has saved noney is very
difficult. \Wether there are net savings will depend on factors such as
the degree to which enployees are already using providers that are
included in the PPO whether those who switch to PPO providers are high
or low users, what the effective discounts are, the inpact of reduced
cost sharing on rates of use of services, and others.

Many eval uations by enployers and their consultants tend to | ook at
changes in rates of growth of outlays over tinme. Such an approach woul d
certainly recognize dramatic PPO inpacts, but the inevitable presence of
other factors affecting nmedical care use and prices--many external to
the enployer --makes it difficult to discern more nmodest PPO effects. In
addition, the effects on outlays by enpl oyees are not known.

G her eval uations conpare expenditure rates between PPO and non-
PPO enrollees. This is fraught with danger, because the groups m ght
differ in many ways other than whether or not they use the PPO.  Those
with higher expected use mght be more or less likely to use the PPO

The foregoing research plan is designed to get as accurate an
assessment of PPO inpact as possible. (oviously, the likely delay and
expense nmake it infeasible for an enmployer to duplicate such a research
process. Neverthel ess, we expect that a sinpler protocol based on
results of the study in this project would be feasible for enployers and
provide themwith better information than is available to them at
present.

V& propose to devel op a handbook that would cover two distinct
situations:

e A decision by an enployer on a proposed PPO and
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* An evaluation of an enployer's recent experience with a PPQO

Analysis in the first situation would be nore specul ative, but
woul d indicate to enployers what parameters the PPO inpact is sensitive
to. Through summarizing the results of analysis outlined in the
research plan, enployers would be in a good position to apply and/or
gather information on patterns in their current health benefits plan
that woul d help predict the inpact of a PPO and ask tough questions of
t he PPO.

Wth such a handbook, analysis of initial experience with a PPO
could be quite well infornmed, as the enployer would have access to
clains data for the period covered by the PPO (and possibly a prior
period as well) and perhaps could survey its enployees inexpensively.

The handbook woul d be influenced heavily by the results of the
research conducted under this contract. For exanple, whether we find
bi ased selection to be inportant or not will affect the degree of effort
that we recommend enpl oyers devote to estimating what is occurring in
their plan. Paraneters that turn out to be uniform across the sites
that we are studying would not have to be estimated again by each
enpl oyer.  An exanple might be the inpact of reduced cost sharing. W
m ght also be able to develop a crude relationship between the
proportion of providers in the relevant area that participate in the PPO
and the proportion of services that enployees will obtain fromthem
This would obviate the need to undertake the conplex task of predicting
this from enpl oyee clains.

One part of the handbook could be a list of reconmended minimum
data requirements to evaluate PPOs. Enployers could then require their
clains administrator or insurer to routinely develop such information,

so that assessing the financial inpact of the PPO is nmade easier and
faster.

At the beginning of the project, we plan to talk informally to
enpl oyers and enpl oyee benefit consultants to determ ne what procedures
they currently use to predict the effect of new PPOs and eval uate
existing ones. Then we would devel op alternative nethods that nore

closely follow the research design of this study. By that point
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results of the plan selection, utilization, and cost analyses for the
first PPO year should be available to incorporate. Then the handbook
woul d be prepared.
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VIII. LEGAL AND INSTITUTIONAL ENVIRONMENT FOR PPOs

In the present environment of rapidly escalating health care costs,
PPOs and simlar entities appear to have some potential for giving
purchasers of health care nore leverage in controlling their
expendi tures. At the same tine, state legal and institutiona
environments appear to offer broadly varying climtes for the
germ nation and growth of such arrangenents.

The legal climte varies considerably across the fifty states. A
few states have enacted legislation specifically authorizing the
establ i shnent of PPOs. Many others, however, have |laws and regul ations
in place that prohibit the devel opnent of such organizations. In sonme
cases, these laws and regul ati ons have been adopted specifically to
i npede the creation of such progranms. In other instances, they are
simply rules that were adopted to solve an earlier problem

In addition to variations in the legal climte, states appear to
vary considerably in their receptivity to PPOs and sinilar arrangenents.
In sone, the institutional clinate appears to be supportive of change
Insurers, nedical societies, business coalitions, consuners, state
officials, and state legislators favor the adoption of such innovative
procedures. In other states, the opposite attitude nmay prevail, with
chilling effects on the devel opment of new purchasing and servicing
arrangenent s

The purpose of this conponent of the study is to understand and
describe those characteristics that combine to create a hospitable
environment for the successful devel opment of PPOs and simlar
arrangenments and those that combine to thwart their successful growth.
To acconplish this purpose, we wll undertake three distinct study
tasks. First, we will conduct a review of the laws and regulations in
the fifty states. Second, we will conduct a set of case studies in a
subset of the fifty states to: (1) explore the effects of the legal and
institutional environnment on the devel opnent of PPOs and sinilar
arrangenents, and (2) explore what effects such arrangenents may have
upon tinely access to quality care and the delivery of services and
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determ ne how programs may have induced provider participation. Third,
we will undertake a review of the literature to gather additiona
information on the above issues as well as to gather any reported
information on the cost-effectiveness of PPOs and simlar arrangenents.

STATUTORY AND REGULATORY ANALYSIS

The research for this task will be conducted under subcontract by
Peter Rich of the law firm of Memel, Jacobs, Pierno, Gersh and
Ellsworth. The study will proceed in two parts.

Identification of Applicable Law

The initial objective will be to identify existing state statutes,
regul ations, and interpretive court decisions, as well as pending bills
and draft regulations (to the extent that such bills and regulations are
reasonably available and appear likely to be enacted at the time of
their research), that (i) authorize, permt, or facilitate, or that may
prevent, limt, or otherwise restrict, the formation, devel opment, or
operation of PPOs or simlar arrangements, or (ii) are designed to
assure that consunmers can rely on PPOs or simlar arrangenents to
provide timely access to needed health care services of high quality, or
otherwise to protect the public interest in the operation of such
prograns or arrangements. The legal review will examne |laws and
regul ations that cover services provided by hospitals, physicians,
skilled nursing facilities, dentists, podiatrists, optometrists
psychol ogi sts, pharnmacists, and |aboratories.

The foregoing research will necessitate a conprehensive exam nation
of each of the potentially applicable areas of lawin the fifty states
and the District of Colunbia. At a mnimum the followng |egal areas
wi |l be considered

(1) Statutes and regul ations authorizing and/or regul ating PPOs,
excl usive provider organizations (EP0s), and other selective contracting
heal th care arrangements.

(2) Statutes and regul ations expressly prohibiting or
effectively precluding such arrangenents (e.g., (i) "freedom of choice"
or "antidiscrimnation" provisions under state insurance, hospita
service association, or health care service plan laws; (ii) government
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code or other statutes and regulations applicable to public hospitals
which are under a schene of regulation distinct fromthat applicable to
private hospitals; (iii) ratesetting laws such as those in Massachusetts
and Washington; (iv) the New Jersey "all-payer" system and (v) indirect
restrictions (such as those under the National Association of I|nsurance
Conmi ssions' (NAIC) nodel statute regulating multienployer trusts).

(3) Prohibitions against the corporate practice of nedicine and
fee-splitting that may inhibit PPO devel opnent

(4) Prohibitions against providing direct or indirect
consideration to induce patient referrals. Such "antireferral" |aws nay
i nhi bit PPO devel oprment if they are interpreted to apply to discounts or
other concessions typically granted by PPOs in order to obtain selective
contracts.

(5) Unusually restrictive state franchise laws that nay inhibit
PPO devel opment by requiring burdensome and expensive conpliance
particularly by PPO networks.

(6) Simlarly unusual state securities laws that may inhibit PPO
devel opnment

(7) Similarly unusual state antitrust laws that may inhibit PPO
devel opnent . (However, the subcontractor will not performa
conmprehensive analysis of the antitrust |aws of each state. These are
usually simlar to the federal antitrust |aws in substance
interpretation, and enforcement, and as such are beyond the scope of
this study.)

(8) Certain other state statutes and regul ations that may
significantly affect the inportant conponent elenments of PPOs and
simlar arrangements. These may include insurance fraud provisions that
have been interpreted to apply to consuner discount arrangenents not
subject to prior approval by and/or not granted on an equal basis to the
insurer (e.g., waivers or reductions of deductibles and coinsurance by
hospital s and physicians, which could be interpreted as a "sinilar
arrangenent." They night also include the failure to extend the
privileges and immnities typically accorded peer review activities by
health care entities and insurers to independent utilization reviewers
who may provide such services in connection with a PPO arrangenent,

including privileges and immunities protecting against (i) discovery of
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medi cal records and other peer review information in litigation, and
(ii) defamation actions against peer review committee nenbers.

(9) Unusually restrictive certificate of need laws that apply to
relatively small capital expenditures by, for, or on behalf of health
care facilities, and thus may inhibit the devel opment of provider-based
PPOs.

(10) Professional practice acts which limt the ability of
physi cians and other health professionals to enter into contracts with
PPOs.

The subcontractor will begin the project by identifying relevant
information currently in his files or otherwise known within his firm
and by determning whether preferred provider consultants with whom he
has worked, or trade associations such as the American Hospital
Association and the American Association of Preferred Provider
Organi zations, may have access to additional useful information. These
prelimnary data will be analyzed and reduced to matrix formto guide
further research.

Based upon this first step, the subcontractor wll conpile existing
statutes and regulations available in the firms files, its extensive
library, and local law libraries. To confirmthe applicability of
statutes and regul ations already conpiled and to investigate other
provisions that may authorize, regulate, or otherwi se affect PPOs, the
firmwll contact by tel ephone representatives of key state agencies,
hospital associations, and nedical societies. Goups and agencies to be
contacted include the departments of insurance and health, health
pl anning agenci es, boards of medical examiners, health care service plan
and other state HVO regul atory agencies (which may include the
departnent of corporations), and the division of the state attorney
general's office responsible for the health industry.

Statutory and Regulatory Analysis

The subcontractor will analyze the statutory and regul atory
information in terms of its legal inplications as such material becones
available. The analysis will be conducted along two dimensions. A
sunmary of statutory and regulatory provisions affecting PPOs and
simlar arrangements will be conpiled for each state. The subcontractor
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will also explore how successfully or unsuccessfully certain |egal
concepts or techniques have been used to either encourage or inhibit the
devel opment of PPOs and sinilar arrangements. In exploring the generic
categories of provisions, the subcontractor will focus nore attention on
those few states that appear to have a conparatively intense |egal and
regul atory environnent governing the devel opment of PPOs.

INSTITUTIONAL ANALYSIS

This part of the study will identify additional factors that foster
or inhibit the devel opment of PPOs and sinilar arrangenents and the
factors' relative inportance. To that end, we will conduct case
studies of several states, exploring the effects that statutes,
regul ati ons, l|ocal organizational arrangements, constituency opinions
(including attitudes of business, the nedical comunity, and consumers),
and key policymakers may have on the devel opnent of PPOs and sinmlar

arrangenent s.

Selection of Target States

Based on the information obtained in the legal review of the fifty
states, we wll select about six states in which to do case studies.
The six states will be chosen to reflect the range of environments that
seemto exist for the devel opnent of PPOs and similar arrangenents. W
will submit an interimreport to the project officer describing our

sel ection criteria.

Conduct of the Case Studies

In each of the case study states, we will interview representatives
of the major health care constituencies. These include representatives
of the provider organizations, the payer organizations, including self-
i nsured busi nesses, and consumers or beneficiaries. W wll also
interview | eaders in the policynaking arena, including |legislators and
their staff and state health officials.

Qur purpose is threefold: First, we want to elicit infornation
from these know edgeabl e respondents that explains the purpose behind
and the perceived effects of the state's statutory and regul atory

provi si ons. Second, we intend to identify other factors that nay
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contribute to creating a hospitable or hostile environment for the
growt h of PPOs or simlar arrangenents. Third, we will explore the
i mpl enentation questions raised in the Resolution Approved by the
Commi ttee on Energy and Conmerce on August 1, 1984, including the effect
that PPOs may be having on tinely access to quality care, the
organi zation and location of delivery systems, and techniques used to
i nduce provider participation.

Qur interviews will be somewhat structured but will build upon new
information as we get it. On the basis of our initial literature
review, we will develop certain "lines of questioning” or thenes that
shoul d be explored for each category of respondent. As the interview ng
progresses and we gain insights into the processes at work, these areas
will be explored in greater depth. Interviewers will use witten guides
to direct but not Iimt their questioning. The respondent will be
encouraged to answer in a full, open-ended fashion.

LITERATURE REVIEW

Ve will conduct a conplete review of the literature for information
on the the cost-effectiveness of PP0s and simlar arrangenents, for
information on inplenentation concerns, and for information on attitudes
toward the use and useful ness of PPOs. W will conplete this literature
review before we undertake the institutional analysis. However, it is
worth noting that a prelinmnary search on this topic suggests that very
few informative studies have been conducted or are even under way at
this time. Therefore, we will expect to present an annotated sunmary of
the literature either in an appendix of the institutional analysis
report or as an independent docunent, depending upon the extent of the
information to be reported.
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Appendix A

SAMPLE SIZES FOR EMPLOYEE SURVEY

SAMPLE SIZES FOR PLAN USE EQUATIONS (YEAR 0)

For all calculations, assune that the analyses will use two-sided
significance level .05, and we seek to have 80 percent power.  Suppose
that, in the continuing enployee sanple, about 50 percent of the
subjects are PPO users. Assune that the crucial analysis is to conpare
the PPO rate in terns of a dichotonous predictor variable, say, X  For
sinplicity we assune that half of the sanple have %¥=0 and hal f have x=1.
(For exanple, X might be an indicator for high general health vs. |ow
general health; x=1if it is higher than the median, X=0 if it is
| ower . )

Let the PPOrate in the high (¥=1) group be 50 percent + a, and the
PPOrate in the | ow group be 50 percent - a. The sanple size required
to detect a at 80 percent power is given by:

n=1096/(a*).

W have tabulated this formula as foll ows:

a 50% a 50% +a n
1 49 51 19, 600
2 48 52 4,900
3 47 53 2,178
4 46 54 1,225
5 45 55 784
6. 26 43.74 56. 26 500
7.5 42.5 57.5 348

10 40 60 196

For exanple, if we believe a difference a=5% is plausible, i.e., the PPO
rates for the high and |ow groups are likely to be 45 percent and 55



- 77 -

percent, we need 784 observations--about 392 PPO users and 392 non-
PPO users fromthis sanple.

The power calculation given here assunes that we woul d di chotonize
continuous predictor variables. If we knew the correct specification,
using continuous variables would yield a nore powerful analysis.
Therefore, the power calculation is somewhat conservative. However,
because we woul d not know the correct specification, we consider the
di chotom zed analysis to be a nore robust alternative to the usual
anal ysi s using the continuous predictor variable.

Increase in the Sample Size for HMO Users

Suppose we have decided to sanple 500 non-HMOD subjects. Assum ng
that this sanple yields 50 percent PPO users, it would allow us to
detect a difference of 44 percent versus 56 percent in the PPO use rate
for a dichotonous independent variable. W will sanple a specific
nunber of HMO users so that we will be able to detect a conparable
difference in the HVO choice probability for a dichotomus independent
variabl e.

Let the sanple size for the HVO population be m The total sanple
size is then 500 + m The HMO choice rate is then m/(500+m). Consi der
a di chot onmous independent variable X for which there is equal preval ence
for Xto be 0 or 1. Let b be the effect that can be detected with 80
percent power, i.e., with the sanple size 500 + m we can detect a
di fference between m/(5004m) - b and m/(500+m) + b. Based on nor nal
approximation, b is given as foll ows:

b = 62.61 « sqrt(m) / sqrt((500+m)3).

The following is a tabulation of the detectable effect as a function of
the HVOD sanpl e si ze.



- 78 -

logit
m b m/ (500+m)-b m/(500+m)+b difference
50 3.4% 5.7.% 12. 5% 0. 87
100 4.3 12. 4 20.9 0.62
150 4.6 18.5 27. 7 0.53
160 4.7 19.6 28.9 0.51
170 4.7 20. 7 30.1 0.50
180 4.7 21.8 35.9 0.48
200 4.8 23.8 33.4 0. 47

The col um "logit difference" is the difference between the two
probabilities on the logit scale. For exanple, if we use a HMO sanple
size of 50, we can detect a difference between 5.7 percent and 12.5
percent. The logits for these probabilities are Logit(5.7%) =
log(.057/.943) = -2.81, Logit(12.5%) = log(.125/.875) = -1.94);
therefore the two probabilities are different by:

logit(12.5%) - logit(5.7%) = (-1.94) - (-2.81) = 0.87.

The percentage scale is not appropriate for conparing probabilities

in nost situations. For exanple, consider a difference of one percent.

If the difference occurs near 50 percent, e.g., if we are conparing 50
percent and 51 percent, the difference is regarded as fairly small in
most situations. However, if we are conparing 0.5 percent and 1.5

percent (or conparing 98.5 percent and 99.5 percent), the one percent
difference may be regarded as major. The percentage scale fails to
represent the fact that such a one percent difference has very different
meani ngs when it occurs in different parts of the range between 0 and 1
Logit is a convenient scale on which to conpare probabilities. Wth

| arger sanple sizes, the detectable effect (on the logit scale) becones
smaller, that is, we can detect smaller effects. As we nentioned
earlier, the sanple size of 500 for the non-HMO subjects allows us to
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detect a difference of 44 percent vs. 56 percent. The difference is
0.50 on the logit scale. Therefore, we should sanple 170 HVOD subjects
so that we will detect conparable effects for the HVO vs. non-HVO choi ce
and the PPO vs. non-PPO choi ce.

SAMPLE SIZES FOR SWITCHING EQUATIONS (YEARS 1 AND 2)

In year 1, some of the HMO participants in year 0 mght switch to
one of the indemity plans, either the PPO plan or the regular FFS plan.
As was discussed earlier, we assume that 25 percent of our sanple was in
the HMO plan in year 0, and 75 percent were in the indemity plan. W
assune that the probability to switch either way is between 10 to 20
percent. As before, we will consider the power to detect the
associ ation between the switching and a dichotonous explanatory variable
such as health. For sinplicity we continue to assune that the
expl anatory variable assumes its two values with equal frequencies, for
exanpl e, half of the people in each analysis are healthy, and half are
unhealthy. W continue to assume that we use 5 percent two-side
significance tests, and desire 80 percent power. \& use N to denote the
total nunber of subjects in year O.

Case 1: Switch from HMO to indemmity, p=10%. The detection limt
is given by:

a = sqrt(0.71/(N*.25)).

In other words, given a total sanple of N, we have Ne.25 people in HVO
inyear 0 eligible for this switch equation, and we have 80 percent
power to detect an effect of magnitude a, i.e., if the effect of the
explanatory variable is such that for healthy people the swtching
probability is 10%a and the switching probability for the unhealthy
peopl e is 10%+a, we can detect the effect.
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N a 10% a 10%+a
1000 5.3% 4. 7% 15. 3%
2000 3.8 6.2 13.8
3000 3.1 6.9 13.1

Note that it takes a fairly strong effect and a fairly large sample size
to be detected.

Case 2: Switch fromregular FFS to PPO in year 1, p=307. \\&
assune that 75 percent of our sanple came fromindemity plans in year

0, with about half using PPO providers. The detection linit is given

by:

a = sqrt(1.65/(N*.375)).

N a 30% a 30%+a
1000 6. 6% 23.4% 36. 6%
2000 4.7 25.3 34.7
3000 3.8 26. 2 33.8

Case 3. Choose PPo over regular FFS for people (10%) sw tching out
of HMO, p=907. W have 25 percent of the sanple in HMO in year O;
assune that 10 percent of themswitch to indemity plans in year 1.
Assume that 90 percent of them choose PPO instead of regular FFS. Again
we like to detect the association between this choice and sone
di chot ombus explanatory variable such as health. Since only about 2.5
percent of our sanple are expected to switch out of HMO and therefore be
eligible for this choice equation, we don't expect very nuch power here.
(Wth N=2000, we have 50 people as the denonminator for this equation.)
The detection limt is given by:
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a = sqrt(0.71/N*.025)).

N a 90% a 90%+a

1000 16. 9% 73.1%  106. 9%
2000 11.9 78.1 101.9
3000 9.7 80. 3 99.7

The normal approximation used in our calculation is out of range for
this case

SAMPLE SIZES FOR UTILIZATION EQUATION

A crucial wutilization equation is the difference equation (year 0
to year 1 or year 2) for the continuing non-PPO users. W use the
parameters fromthe 25 percent coinsurance plan in the Health Insurance
Study (H'S) to estimate the detection limts (Newhouse et al., 1981).

For total nedical expenses, the H'S 25 percent plan participants
averaged $346 a year with standard deviation $1260. (The expenses are a
mxture of six sites and five years and are unadjusted for site and year
difference in the cost of living.) For anbulatory expenses, the same
participants averaged $149 with standard deviation $214. Assuning
i ndependence and honoscedasticity fromyear to year, the standard
deviation for the difference between two years is $1764 for tota
medi cal expense and $302 for anbul atory expense.

The sanple size n for the utilization difference equation is
expected to be the follow ng:

n=N.0.75.05.(0.6 or 0.7)
where: N = total sanple size in year 0,
0.75 = fraction of total sanple in indemity plan in year O,
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0.5 = fraction of indemity plan sample using FFS providers
in year 0,
0.6 or 0.7 = fraction of stayers in the FFS group.

Consi der the association between the difference of interest and a
di chot onbus expl anatory variable such as health. W would like to know
the detection limt at which we have 80 percent power to detect the

association at 5 percent significance level. The detection lint delta
is given as follows:

delta = sqrt(31. 36 .(sz)/2n)

where s is the standard deviation in the equation of interests and 2n is
the number of person years.

For total nmedical expense, the detection linmts are given as

follows (1. Assuming 70 percent staying rate, 2: Assuming 60 percent
staying rate):

N delta (1) delta (2)
1000 $431 $466
2000 305 329
3000 249 269

For anbul atory expense, the detection limts are given as follows
(1: Assuming 70 percent staying rate; 2: Assuming 60 percent staying
rate):

N delta (1) delta (2)
1000 $74 2.69 $80
2000 52 1.90 56

3000 43 46
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Appendi x B

SURVEY OF EMPLOYEE HEALTH BENEFITS

The Rand Corporation

INSTRUCTIONS

1. Please try to answer every question (unless you are asked to skip
questions because they don't apply to you).

2. Answer questions by circling the appropriate number or filling in
the answer as required.

3. If you're not sure of the answer, please try to give us your best
estimte

4. If you have any questions, feel free to call Susan Hosek collect at
(213) 393-0411, extension 7141, Mnday through Friday after 9 AM

5. Please return the conpleted survey in the postpaid envel ope as soon
as possible to :

The Rand Corporation
Codi ng Room 1394
1700 Main Street

Santa Monica, CA 90406

ASSURANCE OF CONFI DENTI ALITY

Participation in this survey is voluntary. Your conpleting the
questionnaire will help our research project on enployee health plans

The information you are being asked to provide in this survey will be
conbined with information fromany health care clains submtted by or
for you to Pacific Mitual in 1983 through 1986. By conpleting this
questionnaire, you will be giving Rand perm ssion to conbine
information fromthe survey and your clains records.

Al information which would permt identification of respondents will
be regarded as strictly confidential, wll be used only for the
purposes of the study, and will not be disclosed to your enployer or
di sclosed or released for any other purposes wthout your prior
consent, except as required by |aw
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INSURANCE COVERAGE

1. In 1985, which type of health insurance plan were you yourself enrolled
in through Caltech or JPL?

(Circle One)
Pacific Mitual Base Plan............... 1
Pacific Mitual Econony 500 Plan........ 2
Kaiser.......oo 3
Ross-Loos (CIGNA).......... ... 4
Health Net............. ... ... ... ........ 5
Don't Know................ ... . ........ 8
NONE. ... 9

2A. In addition to the health insurance plan(s) you are enrolled in at work,
were you covered by some other health insurance in 1985?

(Circle One)

No.. .(Skip to Q.2C0).... 2

2B. Was this insurance through your spouse's enployer, or sone other source?
(Circle One)

Spouse's enployer............... 1

Cther (SPECIFY): 2

2C. In addition to the health insurance plan(s) you were enrolled in at work,
were you covered by sone other health insurance DURING ANY PART OF
1984, even for ashort period of tine?

(Circle One)

No.. .(Skip to Q.3)..... 2
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2D. Was this insurance through your spouse's enployer, or sonme other source?
(Circle One)
Spouse's enployer............... 1
Qther (SPECI FY): 2

UTILIZATION OF HEALTH CARE SERVICES

3. For each itembelow, indicate whether it is a service you yourself used
during 1985.

(Circle one number on each line)

NO, YES,
service service
not used was used

a. Visit to an emergency room.................... 1 2
b. An overnight hospital stay for a physica

health problem..... .. ... .. ... ... ... .. ... .. .. 1 2
c. An overnight hospital stay for an enotional or

personal problem........... ... ... ... ... ..., 1 2
d. An overnight hospital stay for maternity care.. 1 2

e. Visit to physician's office or clinic for a
physical problem........... ... ... ... .. ... ... 1 2

f. Visit to your usual nedical doctor or clinic
for an enotional or personal problem.......... 1 2

g. Visit to a nental health professiona
(psychiatrist, psychologist, etc.)............. 1 2

h. Visit to physician's office or clinic for
prenatal care. . . . . . ... B 1 2

1. Preventive care services (routine physica
exam imunization, etc.).......... .. ... .., 1 2

j. Visit to another health care provider for an
i |1 ness
SPECI FY PROVI DER TYPE: 1 2
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REGULAR SOURCE OF MEDICAL CARE

Questions 4A, 5, and 6 ask about situations you may or may not have
experienced. Pl ease answer the questions to the best of your ability.

4A. Wi ch doctor, hospital, or clinic would you have gone to in 1985 if you
had had a problemlike a high fever that won't go away?

Nane of doctor,
hosptial, or clinic: SKIP TO @.4¢
LAST FI RST
OR

I
CHECK HERE if you don't know his/her name: |__| SKIP TO @.4¢

I
CHECK HERE if you didn't have a doctor, ete.|_|

4B. 1f you had thiis kind of problem how would you choose a doctor, hospital,
or clinic?

(Circle All That Apply)
Ask nmy famly, friends...(Skip to Q.54)........ 1
Look in the tel ephone book...(Skip to Q.5A).... 2

Look in the CaPP Care directory
(SKip to Qu5A) . 3

Cther (SPECIFY):

e SKIEP tO Q.5A) e e 4

4c. Was this doctor (or hospital or clinic) a menber of the CaPP Care?

(Circle One)

YeS. .o 1

NO. .o 2

Don't Know............. 8

4D. How | ong had he/she been your regular nedical care source?

(Circle One)

Less than 1 year............... 1

Less than 2 years.............. 2

2-5 years.. .(Skip to Q.5M)..... 3

6-10 years... (Skip to Q.54).... 4

More than 10 years...

FON2 . i NN C AN -
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AE. 1f, DURING 1983 or 1984, you woul d have used a different source of
medi cal care for problems like high fever that won't go away, please
identify hinfher bel ow

Name of doctor, hospital, or clinic:

LAST FI RST
OR

CHECK HERE if you don't know. [ -]

AF. \Was this doctor (or hospital or clinic) a menber of the CaPP Care?

(Circle One)
YE@S it 1
NO. ..o 2
Don't Know............ . 8

5A. Which doctor or other nmental health professional (for exanple, psychol ogist)

woul d you have gone to in 1985 if you had had an enotional or personal
probl enf

Practitioner's nane: SKIP to ¢.5¢
LAST FI RST

R

l
CHECK HERE if you don't know his/her nane: |—] SKIP TO @.5¢

I
CHECK HERE if you didn't have a practitioner:/ )

5B. If you had this kind of problem how would you find a doctor or other
mental health practitioner?

(Circle All That Apply)
Ask my physical health doctor...(Skip to Q.6).. 1
Ask ny famly, friends...(Skip to Q.6)......... 2

Look in the tel ephone book...(Skip to Q.6)

Look in the CaPP Care directory...
(SKIip tO Qub)eeeerieniieien i, 4

Qther (SPECIFY):

o (SKIPp tO Q)i s 5



..88_
5C. WAs this practitioner a menber of the CaPP Care?

(Circle One)
YesS ..o 1
NO ... 2
Don't Know............. 8

5D, How long had he/she been your source of care for enotional or personal

probl ens?
(Circle One)

Less than 1 year............... 1
Less than 2 years.............. 2
2-5 years.. .(Skip to Q.6)...... 3
6-10 years.. .(Skip to Q.6)..... 4
More than 10 years...

(Skip to Q.6)..vvvvinieann... 5

SE. If, DURING 1983 or 1984, you would have seen a different doctor or other
nmental health professional for an enotional or personal problem
pl ease identify hinfher bel ow

Practitioner's nane:

LAST FI RST

OR

||
CHECK HERE if you don't know |__|

5F. Was this practitioner a menber of the CaPP Care?

(Circle One)
Y @S i 1
NO. ..o 2
Don't Know............. 8

6. If you had been hospitalized in 1985 for a commn surgical procedure

(for exanple, to have your appendix renoved), which hospital woul d
you have preferred?

Hospi tal nane:

OR

C HECK HFERE if von dan't Lnnaes 11
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HEALTH STATUS

7. Please indicate if each of the following statements is true or false for
you. Is each statement definitely true, mostly true, mostly false, or
or definitely false for you?

(Circle One Number on Each Line)

Definitely Mostly Mostly Definitely

true true false false
a. | am somewhat ill.......... 1 2 3 4
b. 1 am as healthy as anyone
I know..................... 1 2 3 4
c. | have been feeling bad
lately..................... 1 2 3 4
d. My health is excellent..... 1 2 3 4

8. Does your health limit the kinds or amounts of vigorous activities you
can do, such as running, lifting heavy objects, or participating in
strenuous sports?

(Circle One)
Yes, limits.............. 1
No, does not limit....... 2

9. Are you unable to do certain kinds or amounts of work or housework
because of your health?

(Circle One)
Yes, unable.............. 1

No, not unable........... 2
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10.  The next few questions are about how you feel and how things have
been with you nostly within the past nmonth. (READ EACH QUESTION.)
Wul d you say you have felt that way all of the tinme, nost of the tine,
a good bit of the tine, sonme of the time, a little bit of the tine, or
none of the time during the last nonth?

(Circle One Number on Each Line)
A Cood AlLittle

Al of Most of Bit of Sone of Bit of None of
the Tine the Time the Tine the Tine the Tine the Tinme

a. During the |ast
mont h, have you
been a very
nervous person?.... 1 2 3 4 5 6

b. During the |ast
month, have you
felt calmand

c. During the |ast
month, have you
felt downhearted

d. During the |ast
month, were you
a happy person?.... 1 2 4 5 6

e. During the |ast
mont h, have you
felt so down in
the dunps that
not hing coul d cheer

11, How many days in total did you spend in bed due to illness in 1985?

I
Nunber of days: | -1-1-1

12. Is your health better, the same, or worse than it was BEFORE 1985?

(Circle One)
Mich better ............ 1
Somewhat better ........ 2
Same ... 3
Somewhat worse......... 4
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13. Do you currently have any of the following health conditions, or did you
have any of these problems during 19857

(Circle One Number on Each Line)

_YES NO._
a. high blood pressure....... 1 2
b. severe allergies.......... 1 2
c. cancer.................... 1 2
d. heart trouble............. 1 2
e. diabetes.................. 1 2
f. asthma.................... 1 2
g. epilepsy.................. 1 2
h. emotional or mental
problems.................. 1 2

1. other chronic conditions.. 1 2
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FAMILIARITY WITH CALTECH-JPL HEALTH PLAN CHARACTERISTICS

14,

In January 1984, Caltech and JPL offered a new health care option called

CaPP Care to enployees enrolled in a Pacific Mitual Plan. Listed bel ow
are six characteristics of health plans. For each characteristic,

i ndi cate how you think using CaPP Care doctors conpares with two other
options offered by Caltech/JPL

Check one of the two boxes in colum A according to how you think using
the Pacific Mitual Base Plan and choosing CaPP Care doctors conpares
with using Pacific Mitual and choosing other doctors

ALSO, check one of the two boxes in columm B according to how you think
using CaPP Care doctors conpares with using doctors in the Kaiser Plan

of fered by Pacific Mitual as an alternative to the Pacific Mitual Plans.

WE ARE EQUALLY INTERESTED IN THE IMPRESSIONS OF PEOPLE IN ALL HEALTH

PLANS ABOUT CaPP Care.

(Circle One Number on Each Line in Both Columns)

f. The anmount YQU
woul d pay if you
were hospitalized
for an operation
l'i ke having your
appendi x out....... 1 2 3

A Conpare using CaPP Care B. Conpare using CaPP Care
doctors with using other doctors with using Kaiser
doct ors. doct ors.

CaPP Care CaPP Care | CaPP Care CaPP Care

More Than Less Than | More Than Less Than

non- PPO non- PPO Sane | Kaiser Kai ser Same

I

a. The nunber of |

doctors you can |
choose from....... 1 2 3 | 1 2 3

|

b. The nunber of |

hospitals you |
can choose from... 1 2 3 | 1 2 3

I

c. The nunber of days |

before you can see |

a doctors when |
you are sick....... 1 2 3 | 1 2 3

I

d. The number of days |

before you can get |

an appointment for |
a check-up......... 1 2 3 | 1 2 3

I

e. The anount YQU |

woul d pay for a |

visit if you had |

an illness like a |
sore throat........ 1 2 3 | 1 2 3

I

|

I

|

|

I

[
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SATISFACTION WITH CARE

15.

Think about the health care you receive under the health plan you are
enrolled in currently at Hew ett-Packard. Grcle one number for each
item bel ow to indicate how satisfied you are with that aspect of your
health care and the benefits you receive under this plan.

(Circle One Number on Each Line)

Very Somewhat Somewhat Very
Satisfied Satisfied Neutral Dissatisfied D ssatisfied

Access to care

(everything invol ved

in arranging to get

care and getting to

the place where care

is delivered).......... 1 2 3

Financial matters (the

costs to you of

enrolling in your plan

and the costs of care

under the plan)........ 1 2 3

The technical skills

of your doctors and

other health care

providers.............. 1 2 3

The interpersona

manner of your doctors

and other health care

providers.............. 1 2 3

Al things considered,

how satisfied are you

with your current

health care............ 1 2 3
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BACKGROUND INFORMATION

16. What is your age?

1|
Nunber of years |__|__]|

17. What was your total famly incone before taxes in 1985? Please add in
income fromall famly nenbers who are dependent on you, including
students and others who do not live at hone, and unearned inconme from
i nvestments and ot her sources.

(Circle One)
$9,999 or less.......... 1
$§10,000-19,999.......... 2
$20,000-29,999.......... 3
$30,000-39,999.......... 4
$40,000-49,999.......... 5
$50,000-74,999.......... 6
$75,000 or nore......... 7
18.  What is the highest grade in school that you conpleted?
(Circle One)
No high school diplona/equivalency....... 1
H gh school diploma/equivalency.......... 2
Some college, but no bachelor's degree... 3
Bachelor's (B.A.,B.S.) ... .. 4
Some graduate school..................... 5
Post-graduate degree..................... 6

19. Wat is the zip code of your hone address?

Zip code || —|—|—|—]|
20.  How long have you lived in the Geater Los Angeles area?

|1
Nurmber of years |__|__|
R

Less than 1 year .... 00
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21, What is your marital status?

(Circle One)
Married.. .(Conmplete Part I1) ........... |
Separated... (Conplete Part II) ......... 2
Wdowed .. .(Skip to Part I11) ........... 3
Divorced.. .(Skip to Part III) .......... 4

Never married. ..(Ski p to Part IIl) ..... 5
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PART I
SPOUSE QUESTIONNAIRE

EMPLOYMENT AND INSURANCE COVERAGE

1. Was your spouse enpl oyed in 19857

(Circle One)
Yes, 35 or nore hours per week.......... 1
Yes, 20-34 hours per week............... 2
Yes, less than 20 hours per week........ 3
No.. .(Skip to Q.4A). ... vt 4

2. Considering all the jobs he/she has held, how many years has your
spouse wor ked?

Total nunber of years of [
full-time enployment........... ||

Total nunber of years of |
part-tine enploynent........... |

3A. Was your spouse eligible for health insurance benefits through
hi s/ her enployer any time in 19857

(Circle One)
YeS o 1
No... (Skip to Q.&4A)Y............. 2
Don't know...................... 8

3B. What type(s) of health insurance plan(s) was your spouse eligible for
t hrough her/his enployer?

(Circle As Many As Apply)

A Heal th Maintenance Organization (HMO
like Kaiser.................. ..., 1

A traditional insurance plan (like
the Pacific Mitual Base Plan)......... 2

O her ( SPECI FY. 3

None... (SKip to Q.4A)...uveeinieenannnn 4
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3C. In 1985, which type of health insurance plan offered by his/her enployer
was your spouse enrolled in?

(Circle As Many As Apply)

A Heal th Mintenance Organization (HVO)

(like Kaiser)..........,ccvvvee oo o oo 0 1
A traditional insurance plan (like

the Pacific Mitual Base Plan)......... 2
Qther (SPECIFY): 3
NONE. . . 4

4A. In addition to any health insurance plan(s) your spouse m ght have been

enrolled in at work, was he/she covered by sonme other health insurance
in 19857

(Circle One)
Yes, through ny plan at
Caltech/JPL................... 1
Yes, through another plan....... 2
( SPECI FY) :
NO. ..o 2
Don't Know...................... 8

4B. In addition to the health insurance plan(s) your spouse mght have been
enrolled in at work, was he/she covered by sone other health insurance

in 19847
(Circle One)
Yes, through ny plan at
Caltech/JPL. ... iiiinnnnns 1
Yes, through another plan....... 2
(SPECI FY) :
NO. .o 2
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UTILIZATION OF HEALTH CARE SERVICES

5. For each itembelow, indicate whether it is a service your spouse

used in 1985.
(Circle one number on each line)
NO, YES,
service service
not used was used

a. Misit to an energency room.................... 1 2
h. An overnight hospital stay for a physica

health problem......... ... ... ... .. ......... 1 2
c. An overnight hospital stay for an enotional or

personal problem............ .. ... . ... . ... . ... 1 2
d. An overnight hospital stay for maternity care.. 1 2
e. Visit to physician's office or clinic for a

physical problem........... ... ... ... ... .. ...... 1 2
f. Visit to your usual nedical doctor or clinic

for an erotional or personal problem.......... 1 2
g. Visit to a mental health professiona

(psychiatrist, psychologist, etc.)............. 1 2
h. Visit to physician's office or clinic for

prenatal care........... ... 1 2
1. Preventive care services (routine physical

exam immunization, etc.)........... ... . ... ... 1 2

j. Visit to another health care provider for an
i Il ness
SPECI FY PROVI DER TYPE: 1 2
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REGULAR SOURCE OF MEDICAL CARE

6A. \Wich doctor, hospital, or clinic would your spouse have gone to in 1985
i f he/she had had a problemlike a high fever that won't go away?

Name of doctor,

hospital, or clinic: SKIP TO @.6c
LAST FI RST

R

I
CHECK HERE if you don't know his/her nane: || SKIP TO q.éc
| | |
CHECK HERE if he/she didn't have a doctor, etc. |_|

6B. If your spouse had this kind of problem how would he/she choose a
doctor, hospital or clinic?
(Circle All That Apply)
Ask fam |y, friends...(Skip to Q.74)
Look in the tel ephone book...(Skip to Q.74).... 2

Look in the caPP Care directory...
(SKip to Q.7A) . i i ii e 3

Qther (SPECIFY):

e (SKIP 1O Q7AYo 4

6C. Was this doctor (or hospital or clinic) a menber of CaPP Care?

(Circle One)
Yes. .o 1
NO. ..o 2
Don"t Know............. 8
6D. How long had he/she been your regular medical care source?
(Circle One)
Less than 1 year............... 1
Less than 2 years.............. 2

2-5 years... (Skip to Q.74)..... 3
6-10 years... (Skip to Q.74).... 4

NMore than 10 vears. ..
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6E. If, DURING 1983 or 1984, your spouse woul d have used a different source of
medi cal care for problems |ike high fever that won't go away, please
pl ease identify himher bel ow

Nanme of doctor, hospital, or clinic:

LAST FI RST

OR

|
CHECK HERE if you don't know | |

6F. Was this doctor (or hospital or clinic) a nenber of CaPP Care?

(Circle One)
Y @S . it 1
NO. ..o 2
Don't Know............. 8

7A. Wich doctor or other nental health professional (for exanple,
psychol ogi st) would your spouse have gone to in 1985 if he/she had
had an enotional or personal problenf

Practitioner's nane: SKIP TO ¢.7¢
LAST FI RST

OR

|1

CHECK HERE if you don't know hi s/ her nane: |—] SKIP TO q.7¢
. . o |1
CHECK HERE if he/she didn't have a practitioner: |_]|

7B. If your spouse had this kind of problem how would you find a doctor or other
mental health practitioner?

(Circle All That Apply)

Ask hi s/ her physical health doctor

. (SKIp to Qu8)eeiiiii i 1
Ask famly, friends...(Skip to Q.8)............ 2
Look in the tel ephone book...(Skip to Q.8)..... 3

Look in the CaPP Care directory...
(SKIip tO Qu8) ittt ittt e 4

Qther (SPECIFY):

o (SKIP £0 QuB) ettt 5
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7C. Wasthis practitioner a nmenber of CaPP Care?

(Circle One)
YES o v 1
NO.........o 2
Don"t Know............. 8

7D. How long had he/she been your spouse's source of care for enotional or
personal probl ens?

(Circle One)
Less than 1 year............... 1
Less than 2 years.............. 2
2-5 years.. .(Skip to Q.8)...... 3

6-10 years.. .(Skip to Q.8)..... 4
Mre than 10 years...
(SKipto Q.8)vveveevenennnn. 5

7E. 1f, DURING 1983 or 1984, you spouse woul d have seen a different doctor or
other nmental health professional for an enotional or personal problem
pl ease identify hinfher below

Practitioner's nane:

LAST FI RST
OR

||
CHECK HERE if you don't know |_|

7F. Was this practitioner a nmenber of CaPP Care?

(Circle One)
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HEALTH STATUS

8.

10.

Pl ease indicate if each of the following statements is true or
fal se about your spouse -- is each statenent definitely true, nostly
true, mostly false, or definitely false for himher?

(Circle One Number on Each Line)

Definitely Mostly Mostly Definitely

true true fal se fal se

a. He/she is somewhat ill..... 1 2 3 4
h. He/she is as healthy

as anyone | know........... 1 2 3 4
c. He/she has been

feeling bad lately......... 1 2 3 4
d. His/her health is

excellent.................. 1 2 3 4

Does your spouse's health limt the kinds or anounts of vigorous
activities he/she can do, such as running, lifting heavy objects,
or participating in strenuous sports?

(Circle One)
Yes, limts.............. 1
No, does not limt....... 2
I's your spouse unable to do certain kinds or amunts of work,
housework, or school work because of his/her health? .
(Circle One)
Yes, unable.............. 1

No, not unable........... 2
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The next few questions are about how your spouse feels and how
things have been with himher nostly within the past nonth.

(READ EACH QUESTION) -- Wuld you say he/she has felt that way
all of the tinme, nost of the time, a good bit of the tine, some
of the time, alittle bit of the time, or none of the tine during
the last nmonth?

(Circle One Number on Each Line)
A Cood A Little

Al of Most oOf Bit of Sone of Bit of
the Tine the Tinme the Tinme the Tine the Tine

None of
the Time

a. During the last
mont h, has he/she
been a very

b. During the |ast
mont h, has he/she
felt calmand

c. During the |ast
mont h, has he/she
felt downhearted

d. During the [|ast
month, was he/she

e. During the [ast
month, has he/she
felt so down in
the dunps that
not hing coul d cheer

him her up?......... 1 2 4 5

12.  How many days in total did your spouse spend in bed due to illness

i n 19857

Nunber of days: 1-1-1-1
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13, Is your spouse's health better, the sanme, or worse than it was
BEFORE 1985?
(Circle One)
Mich better .............. 1
Somewhat better .......... 2
Same ... 3
Somewhat worse........... 4
Mich worse............... 5

14,  Does your spouse currently have any of the follow ng health
conditions, or did he/she have any of these problems during 1985?

(Circle All That Apply)

YES NO
a. high blood pressure........ 1 2
h. severe allergies........... 1 2
C. CaNCer ..........viiuvinnnn. 1 2
d. heart trouble.............. 1 2
e. diabetes................... 1 2
f asthma..................... 1 2
g. epilepsy................... 1 2
h. .emotional or nental
problems ................... 1 2

1. other chronic conditions... 1 2
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OTHER

15, \Wat is your spouse's age?

L
Nunber of years ]|

16.  What is the highest grade in school that your spouse conpl eted?

(Circle One)
No high school diplona/equivalency....... 1
H gh school diplonma/equivalency.......... 2

Sone col I ege, but no bachelor's degree... 3

Bachelor's (B.A,B.S.)................... 4
Sone graduate school..................... 5
Post-graduate degree..................... 6

17 How long has your spouse lived in the Geater Los Angeles area?
Nunmber of years |_|__|

R

Less than 1 year..... 00
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PART il
CHILD QUESTIONNAIRE

1A. Do you have any dependent children? Do not include children whom you

currently do not support.
(Circle One)

N 2KIP TOQ 14
1B. | F YES, how nany? - -
Pl
Nunmber of dependent children |__|__]|
2. In colums A through D of the chart below, please indicate for each
of your dependent children, their age and sex, and which health
i nsurance plan(s) cover them
List only those children who are dependent on you for their support.

(Circle As Many As Apply)

I I
A. | B. | C. | D. Insurance Coverage:
| | \
Child | Sex: | | your spouse's  other not
no. Mal e Fenale | Age | plan pl an plan  covered
|
— —_ = —
I Il
L —1 -1 l=I—=11 1 2 3 4
— — b=
N R I | I I |
2 —1 -1 Nl 1 2 3 4
— - ==
|| U T | A O
3. |—1 -1 11-1-1 I| 1 2 3 4
I N N
L N Pl D P ey } 1 2 3 4
| — — -
I I |
S. | f—1 t—1 | —1—1 } 1 2 3 4
| — — —
R N N [ A N
6. | I—I 1= Jl—l—=t1 1 2 3 4

PLEASE ANSWER QUESTI ONS 3-13 FCR rour DEPENDENT CH LD. | F rov
HAVE MORE THAN ONE DEPENDENT CHI LD, PLEASE ANSWER FOR
THE CH LD WHO USUALLY wsts THE HOST HEALTH CARE.

| NDI CATE WH CH CH LD You ARE ANSVWERI NG FOR BY ENTERING THE CHI LD S
NUMBER FROM COLUWN A

| amanswering for child No. |__]|
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UTILIZATION OF HEALTH CARE SERVICES

3. For each item below, indicate whether it is a service your child
used during 1985

(Circle one number on each line)
NO, YES,

service service
not used was used

a. Visit to an emergency room.................... 1 2

b. An overnight hospital stay for a physica
health problem........................ 1 2

c. An overnight hospital stay for an emotional or
personal problem............. ... ... ... . ....... 1 2

d. Visit to physician's office or clinic for a
physical problem.............................. 1 2

e. Visit to your usual medical doctor or clinic
for an enotional or personal problem.......... 1 2

f. Visit to a mental health professiona
(psychiatrist, psychologist, etc.)............. 1 2

g. Preventive care services (routine physica
exam immunization, etc.)........... ... ... 1 2

h. Visit to another health care provider for an
i1l ness
SPECI FY PROVI DER TYPE: 1 2
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REGULAR SOURCE OF MEDICAL CARE
REMEMBER TO ANSWER FOR THE DEPENDENT CHILD WHO USES THE MOST HEALTH CARE.

4A. Wi ch doctor, hospital, or clinic-would your child have gone to in 1985
if he/she had had a problemlike a high fever that won't go away?

Name of doctor,

hospital, or clinic: SKIP TO @.4C
LAST FI RST

OR

|
CHECK HERE if you don't know his/her nane: |__| SKIP TO @.4C

CHECK HERE if he/she didn't have a doctor, etc. I[__I
4B. |If your child had this kind of problem how would you choose a doctor,
hospital, or clinic?
(Circle All That Apply)
Ask ny famly, friends...(Skip to Q.54)........ 1
Look in the tel ephone book...(Skip to Q.54).... 2

Look in the CaPP Care directory...
(SKip to Q.5A) . i it i e ieeanns 3

Qther (SPECIFY):

(SKip to Qu5A) ..t 4

4C. Was this doctor (or hospital or clinic) a menber of CaPP Care?

(Circle One)
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4D. How | ong had he/she been your child's regular medical care source?

(Circle One)
Less than 1 year............... 1
Less than 2 years.............. 2

2-5 years.. .(Skip to Q.54)..... 3
6-10 years.. .(Skip to Q.54).... 4

More than 10 years...
(Skip to Q.54)......vven.nn. 5

AE. |f, DURING 1983 or 1984, your child would have used a different source of
medi cal care for problens Iike high fever that won't go away, please
identify hinher bel ow

Nane of doctor, hospital, or clinic:

LAST FI RST
OR

|1
CHECK HERE if you don't know. [ -1

1
CHECK HERE if not applicable (child too young): |_| SKIP TO @.54

AF. Was this doctor (or hospital or clinic) a menber of CaPP Care?

(Circle One)
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5A. Wich doctor or other nental health professional (for exanple,
psychol ogi st) would your child have gone to in 1985 if he/she had
had an enotional or personal problenf

Practitioner's nane: SKIP TO ¢.5¢
LAST FI RST

R

l
CHECK HERE if you don't know hi s/ her nane: |[—] SKIP TO @.5¢

||
CHECK HERE if he/she didn't have a practitioner: |__|

5B. If your child had this kind of problem how would you find a doctor, or
other mental health practitioner?

(Circle All That Apply)

Ask his/her physical health doctor

(SKIp to Qu6) e e 1
Ask my famly, friends...(Skip to Q.6)......... 2
Look in the tel ephone book...(Skip to Q.6)..... 3

Look in the CaPP Care directory...
(SKip to Qub) e it eennn 4

Cther (SPECIFY):

e (SKip to Qub) e 5

5C. Was this practitioner a nenber of CaPP Care?
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PLEASE CONTINUE TO ANSWER FOR THE DEPENDENT CHILD WHO USES THE MOST
HEALTH CARE.

5D. How | ong had he/she been your child' s source of care for enotional or
personal probl ens?

(Circle One)
Less than 1 year............... 1
Less than 2 years.............. 2
2-5years... (Skip to Q.6)...... 3
6-10 years...(Skip to Q.6)..... 4
More than 10 years...
(SKip to Qu6)eevveeivnuennnnn 5

SE. If, DURING 1983 or 1984, your child would have seen a different doctor or

other mental health professional for an enotional or personal problem
pl ease identify hinfher bel ow

Practitioner's nane:

LAST FI RST
OR
||
CHECK HERE if you don't know ||
b
CHECK HERE if not applicable (child too young): |_|SKIPTO@Q.6

5F. Was this practitioner a menber of CaPP Care?

(Circle One)
Yes .. 1
A 2
Don't Know............. 8
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HEALTH STATUS

6. In general, would you say this child s health is excellent, good, fair
or poor?

(Circle One)

Excellent .............. 1
God................... 2
Fair................... 3
Poor................... 4

7. Please indicate if each of the following statenents is true for your
child -- is each statenent definitely true, nostly true, nostly false,
or definitely false, for hinfher?

(Circle One Number on Each Line)

Definitely Mostly Don't Mbstly Definitely

true true know false false

a. This child s health is

excellent.................. 1 2 8 3 4
h. This child seens to be |ess

heal thy than other children

[ know..................... 1 2 8 3
c. This child seens to resist

illness very well.......... 1 2 8 3
d. Wen there is sonething

going around, this child

usually catches it......... 1 2 8 3
e. This child was so sick once

| thought he or she night

die ... 1 2 8 3

f. This child has never been
seriously ill.............. 1 2 8 3
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Does your child' s health [imt the kinds or anounts of vigorous
activities he/she can do?

(Circle One)
Yes, limts.............. 1
No, does not limt....... 2
I's your child unable to do certain kinds or amounts of work
or school work because of his/her health?
(Circle One)
Yes, unable.............. 1
No, not unable........... 2

Child too young, does
not apply..... e 3
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10.  The next few questions are about how your child feels and how
things have been with himher nostly within the past nonth.
(READ EACH QUESTION) -- Would you say he/she has felt that way all
of the time, nost of the time, a good bit of the tine, some of the
time, alittle bit of the time, or none of the tine during the
| ast nmont h?

REMEMBER TO ANSVER FOR THE DEPENDENT CHI LD WHO USES THE MOST HEALTH CARE.

(Circle One Number on Each Line)

A Good A Little

Al of Mbst of Bit of Sonme of Bit of None of
the Tine the Time the Tine the Tinme the Tine the Tine

a. During the past
nont h, how nuch of
the tine did this
child seemto be
restless, fidgety
or inpatient?....... 1 2 3 4 5

b. During the past
nmonth, did this child
seem to be anxious
or worried?......... 1 2 3 4 5

c. How much of the tine
during the past nonth
did this child seem
to be depressed
(down- hearted or

d. How nmuch of the time
during the past nonth
did this child seem
to be cheerful and

e. During the past
month, how nuch of
the tinme did this
child seemto be a
happy person........ 1 2 3 4 5

11, How many days in total did your child spend in bed due to illness in
19857

I
Nunber of days: o —1—]
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12. Isyour child s health better, the sane, or worse than it was BEFORE

19857
(Circle One)
Much better.............. 1
Sonmewhat better.......... 2
Same........... 3
Sonewhat worse........... 4
Mich worse............... 5

Not applicable-child
too young.............. 6

13.  Does your child currently have any of the follow ng health conditions
or did he/she have any of these problens during 19857

(Circle Ail That Apply)

YES NO

a. recurrent ear infections.. 1 2

b. severe allergies.......... 1 2

c. diabetes.................. 1 2

d. asthma.................... 1 2
e. enotional or menta

problens.................. 1 2

f.  other chronic conditions.. 1 2

. g. learning difficulties or

school problens........... 1 2

h.  behavior disturbance...... | 2

1. speech difficulties....... 1 2

14. Thank you for completing this survey. Please return the completed
survey in the enclosed postage paid envelope as soon as possible.
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