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A Pressures on physicians:

I Increased physician employment by
hospitals and health insurers

A Pricesand consolidation

A Incentives for physicians and for
organizations.
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Increased physician employment by
hospitals and health insurers

A Shelter from the storrin buffering
physicians from the turbulent
environment.

A Anecdotally, employment is accelerating.

I Estimates of employment vary quite a bit:
probably around 33%

I with rate of increase ~25% over last four
years (see appendix slides).

A MACRA will accelerate the demise of
small practices.



MACRA

A final rule tries to accommodate
small/medium physician practices

A but complexity, uncertainty of MIPS

and guaranteed 5% bonus in APMs
Ikely to result In many practices
pecoming acquired by hospitals or
nealth insurers.




Tremendous pressure even on large
physicianowned medical groups and IPAs

A lack of capital
Atired leaders after years of struggle

A rank-andfile resistance to investing in
Improvement

A opportunity to cash out (in some cases)

A competition with hospitals in
recruiting physicians



Large Independent Primary Care Medical Grou

Lawrence P. Casalino, MD, PhD* ABSTRACT

Melinda A. Chen, MD, MS PURPOSE In the turbulent US health care environment, many primary care p
" Todd Staub MD? cians seek hospital emp
o an alternative, but few p
Matthew 1. Press, MD, MSc* We wanted to describe t

Jayme L. Mendelsobn, MD, MPH' 5 that varied in siz

Jobn T. Lynch, MPH? ion. W Vi d randen
i ersof a
th the gn
s from group leaders, group physidans, and external
y themes.

Yesenia Miranda, MS*




Independent practice associations: Advantages and disadvantages of

an alternative form of physician practice organization

Lawrence P. Casalino **, Norman Chenven "




Physician employment by hospitals Is
good?

A Large organizations can:
I systematically engage in quality improvement,
risk stratification, and population health
Improvement

I reduce unwarranted variations in care
I accept higkpowered incentives (e.g. more risk)

I have sufficient sample size to be measured on
outcomes (e.g. ambulatory care sensitive
admissions)



Physician employment by hospitals
IS not good?

A Impact on physician motivation,
professionalism?

A Loss of human scale and close
relationship among physicians,
patients, staff?

A Incentive to fill inpatient beds?
I contrast physiciailowned ACOs

A Higher prices?
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Evidence

Hospitatowned practices have higher rates of ambulatory care
sensitive admissions (Casalino)

Prices paid to physicians increase after acquisition by a hospital
(Capps)

Hospitatowned groups have higher total costs of care and higher
readmission rates (McWilliams)

Hospitatowned groups have higher total cost of care (Robinson)
No improvement in quality over 4 years for hosp#aeatjuired
physicians (Scott)

Physicians more likely to admit to acquiring hospital, even if high
cost/low quality (Baker)

Vertical integration leads to higher outpatient prices (Neprash)

No change in hospital prices after physician practice acquisition
(Cilberto)



These results might improve
over time . ..

A Can large organizations combine the
advantages of scale and scope with the
advantages of a human scale practice
environment?

I IPAs as one attempt to do thidvut there are
relatively few successful IPAs.

A Can hospitals integrate physicians as medical
groups rather than as individuals?

A Can hospitals engage physicians as equals?



L= AMA

American Hospital
Association.

Integrated Leadership for Hospitals and
Health Systems: Principles for Success




We need to know:

A What types of organizatiogjven
whattypes ofincentives, get better
outcomes?

A Some research into what types of
process work, but little into what kinds
of organization work. PCORI rarely
funds this type of research.



Prices and antitrust

A High prices, not high utilization is the
primary driver of higher health care
expenditures in the U.S. compared to
other developed countries.
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Unit Prices for Hospital and Physician Services

Total hospital and Diagnostic imaging Price
physician costs, 20132 prices, 20132 cormgEisen
for in-patent
pharmaceutic
als, 2010
Bypass Appendecto CT scan (U.S. set to
surgery my MRI (abdomen) 100)b
Australia $42,130 $5,177 $350 $500 49
Canada d ) 0 $97 50
France o) o} o o} 61
Germany o) o} o} o} 95
Netherlands $15,742 $4,995 $461 $279 o)
New Zealand $40,368 $6,645 $1,005 $731 d
Switzerland $36,509 $9,845 $138 $432 88
United Kingdom o) o} o} o} 46
United States $75,345 $13,910 $1,145 $896 100
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Note: Each column is a hospital. Prices are regresadusted, measured from 2002011, and presented in 2011 dollars.
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Which investment will generate more net
Income for your organization?

A Mergers/acquisitions to grow to
negotiate higher payment rates?

A Investing in improving quality and
controlling costs In order to receive
shared savings and/or quality
Incentives?



Two key antitrust debates:

A Does vertical integration lead to:
ner prices?

nig
nig
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A Will bilatera
oligopoly (health insurers vs. provider
organizations) lead to higher or lower
prices, expenditures, and quality?

expenditures?
10%
monopoly and/or



Generic model of an organization and its
Incentives

EXTERNAL INCENTIVES

e
CULTURE; LEADERSHI\

STRUCTURE » PROCESSES » OUTCOMES

N 7

» PATIENT ENGAGEMENT




Generic model of a physician (or other health care worker) and incentives

External incentives (payers, policymakers)
a) financial
- base payment method
- performance incentives
- public reporting
- tiered networks
b) non-financial
- public reporting
- improvement collaboratives

External incentives (specialty societies, med associations)
a) financial
- board certification maintenance
b) non-financial
- board certification maintenance
- creation of performance measures
- improvement collaboratives

Organizational incentives

a) financial
- base payment method
- performance incentives

b) non-financial
- internal reporting (transparent?)
- organizational culture
- organizational leadership
- quality improvement efforts

Patient engagement
a) knowledge
b) questioning
¢) incentived patient
d) feedback to M

T ‘K
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Physician Outcomes

a) intrinsic attributes o) a) volume of services
- altruism - b) measured quality
- intelligence ¢) unmeasured quality

b) training - Physician Satisfaction...2 d) costs of care
- technical ¢) patient experience
- cultural

!

Organizational structure
a) size
b) ownership
¢) specialty mix

Organizational i)rocesses
a) EHR
- ease of use
- decision support, etc.
b) use of teams
¢) care management

Note: the arrows in this model are intended to show primarily impacts on the physician, not, for example, the impact of organizational incentives on outcomes

that are not mediated through the physician.



Key points on incentives:

Strong financial incentives may:
I reduce physicianso iIintrinsic mot
I lead to unintended consequences
More attention should be given to nrbnancial incentives that
reinforce intrinsic motivation, for example:
I transparent internal reporting of physician performance
I internal and external quality improvement collaboratives
I patient narrative feedback
I creating a culture that puts patients first.
Agency theory and behavioral economics provide very

Important concepts for devising incentives for physicians and
for organizations.



Unintended consequences of
strong financial incentives

A decreased attention to important but
unmeasured areas of quality

A gaming
A avoiding patients perceived likely to
| ower providerso pe

Aincreasing SES and racial/ethnic
disparities in care



Professionalism matters

If an employee Is expected to devote
time and effort to some activity for
which performance cannot be
measured at all, then incentive pay
cannot be effectively used for other
activities.

P. Milgrom. Economics, Organization, and
Management1992.



Professionalism Matters:
Measured vs. Unmeasured Quality (Individual
Physician)




Intrinsic
motivation/altruism/professional

N
A Critical to:

I minimize unintended consequences

Aespecially physician efforts to provide good
care in areas where performance is not
measured

I maximize physician satisfaction



Jing LI altruism studies

A law students are less altruistic than the
general population

A law students planning to enter corporate

aw are less altruistic than students

planning to work of nonprofits

A medical students planning to enter high
paying specialties are less altruistic than
other medical students

 medical students are less altruistic than
the general population




Patient narratives about their
care

A feasible for provider organizations to
collect online in large numbers

A may provide important information about
unmeasured but important areas of
qguality

A give specific information on areas in
which a physician or organization might
Improve

A are publicly available for University of
Utah physicians



Provider organizations can deploy
Incentives in ways that payers cannot

Ainternal data and knowledge of
physicians

A can experiment with measures and use
for iImprovement rather than reward

A can involve physicians in selection of
measures

A physicians can appeal their scores
A can use patient narratives



“We'd now like to open the floor to shorter
speec/yes disguised as questions. %




Appendix slides follow
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Policy Research Perspectives

Updated Data on Physician Practice Arrangements: Inching Toward Hospital
Ownership

By Carol K. Kane, PhD

Introduction

Using data from the American Medical Association’s (AMA's) Physician Practice Benchmark
Surveys, this Policy Research Perspective (PRP) describes the practice arrangements of physicians

in 2014 and the changes in practice that occurmred between 2012 and 2014. Where possible, the
cumrent data are compared to that from 30 years ago to offer a long term perspective.




By Michael F. Furukawa, Jennifer King, Vaishali Patel, Chun-Ju Hsiao, Julia Adler-Milstein, and
pol: 100377 mithati 200445 Ashish K. Jha

Despite Substantial Progress In

EHR Adoption, Health Information
Exchange And Patient Engagement
Remain Low In Office Settings







