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PREFACE

This report was developed as part of a larger study for the Agency for Healthcare Research and
Quality (AHRQ) on how grant-funded research on health care costs, productivity, organization, and
market forces can be used in the policy process. The case studies in this report illustrate a diversity
of approaches used in linking research and policymaking. The grants upon which these case studies
were based were selected because they were perceived by funders to have been widely disseminated
and used in the policy process.

The case studies are intended for at least two audiences: researchers and those who use or fund
research. Researchers may find it useful to see how colleagues use various techniques to make their
findings relevant for different audiences. Research users and funders may find the cases help them
to learn more about (1) the many steps required to link researchers to policymakers or other users
and (2) the role of researchers, users, and intermediaries in this process.

For more information on the larger study and underlying concepts, see (1) “Pathways to the
Use of Health Services Research in Policy” by Marsha Gold, an article that will be published in
Health Services Research and is currently available at www.hsr.org, and (2) the complete report for this
project, which may be found on the Mathematica Policy Research website (www.mathematica-
mpr.com). The citation for the complete report is Gold, M., T. Lake, K. Stewart, T. Krissik, and K.
Barrett. “Evaluation of Effectiveness of AHRQ’s Grant-Supported Research on Health Care Costs,
Productivity, Organization, and Market Forces: Final Report to AHRQ.” Washington, DC:
Mathematica Policy Research, December 2008.

We hope that these case studies and findings will encourage discussion on the linkages between
research and policy and promote an enhanced understanding of how to strengthen these linkages.

Marsha Gold, Sc.D.

Senior Fellow, Mathematica Policy Research
Project Director,

July 2009


http://www.hsr.org/
http://www.mathematica-mpr.com/
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CASE STUDIES OF SELECTED AHRQ GRANT-FUNDED RESEARCH PROJECTS
ON HEALTHCARE COSTS, PRODUCTIVITY, ORGANIZATION AND MARKET
FORCES

by

Tim Lake
Tara Krissik
Kate Stewart

The Institute of Medicine defines health services research as an interdisciplinary field that
investigates the structure, organization, and processes of health services delivery and financing, as
well as its effects on people and populations (Gray et al. 2003). Research on health care costs,
productivity, organization, and markets is a core component of this discipline because it addresses
how the organization and financing of care influences system performance. From its origins in the
National Center for Health Services Research, the Agency for Healthcare Research and Quality
(AHRQ) has always played a central role in financing research in this field (Gray et al. 2003;
Coalition for Health Services Research 2005, 2006a). But little information exists on what types of
research have been supported, what has been learned, and how it has been used.

To address this gap, AHRQ contracted with Mathematica Policy Research, Inc., (MPR) in 2006
to review systematically grant-funded research on health care costs, productivity, organization, and
market forces. Working with AHRQ we identified 149 relevant grant-funded projects (see Krissik et
al. 2007). As one component of the evaluation, we conducted case studies of seven of these projects.
We specified the seven grants because they represent examples of various ways in which grant-
funded research projects in this area are disseminated publicly and used in decision making. The case
studies focused on the following questions about the selected grant-funded projects:

e What were the goals of the research in each grant-funded project and what research
methods were used?

e What were the key findings of the research?

e How were findings disseminated to potential users of the information, and what role did
the research play in the policy process?

e What factors contributed to, or interfered with, the effect of the findings on adoption of
policy or process?

e What are the lessons learned from the case studies for enhancing use of research in
private and public policymaking?

The selected cases were intended to describe and illustrate the various pathways through which
research is used to inform relevant policy or managerial decisions, and to generate lessons about
research dissemination and translation of research findings to use in policymaking. Although we
focus on AHRQ-funded research, the grants were often part of broader research and dissemination
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efforts pursued by investigators through multiple funding sources. These seven case studies
complement other components of our evaluation, including work that identified pathways through
which research findings get applied to policy concerns (Gold 2008) and a web-based survey of all
149 grants that were identified as relevant to this evaluation. (Stewart et al. 2008).

In the following sections, we describe our methods for the seven case studies and summarize
our findings. We then discuss each of the seven case studies in more detail in the remainder of this
document.

A. Methods

Case Study Selection. We selected these cases from two main sources. First, we took
advantage of our in-depth analysis of nine randomly selected grants from Phase I of our evaluation
to assess whether any appeared particularly successful in terms of publication and other forms of
dissemination. (Krissik et al. 2007) Second, we sought the recommendations of five AHRQ project
officers (Michael Hagan, William Encinosa, Bernard Friedman, Ryan Mutter, and Amy Taylor) in
identifying additional cases.

We selected the grant projects to study to achieve diversity in terms of (1) grant size and topical
focus, (2) illustrative pathways for dissemination and translation to policy, and (3) uses for private
and public policy decision making. This process yielded seven case studies:

e The Effect of Clinic Payment and Structure on Costs (Kralewski, University of
Minnesota)

e Rural Response to Medicare+Choice: Change and its Impact (Mueller, University of
Nebraska Medical Center)

e Prescription Drug Cost-Sharing: Affordabilty/Safety (Hsu, Kaiser Foundation Research
Institute)

e Asthma Quality in Varying Managed Medicaid Plans (Lieu, Harvard Pilgrim Health Care)

e Quality Measures and Managed Care Markets (Luft, University of California San
Francisco)

e Structuring Markets and Competition in Health (Newhouse, Harvard Medical School)

e Quality of Care for Children with Special Needs in Managed Care (Shenkman, University
of Florida)

Two of the grants (Kralewski and Mueller) were identified through our examination of the nine
randomly selected grants in Phase 1. The remaining five were identified through project officer
recommendations. Two of the grants (Luft and Newhouse) were significantly larger than the others
and were funded through a program project grant, or P01, which included a solicitation for projects
focusing on “managed care and markets.” The P01 grant was intended to establish new research
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centers, nested within one or more research organizations, that would build expertise and research
knowledge in the topical area through multiple research projects conducted under the grant.'

The seven grants ranged in size from $203,000 to $5.3 million. The grants were funded between
1998 and 20006, with the length of the studies ranging from two to five years. The substantive focus
of the grants also ranged widely, falling into three categories: (1) effects of competition or financial
incentives on health plan or provider behaviors including payment on provider practice patterns, (2)
effects of health managed care structures on delivery of services within health plans, such services to
children with special needs, and (3) effects of financial incentives on consumer decision-making
including use of prescription drugs. The research covered a variety of population groups including
adults and children and those covered by both private and publicly-sponsored health insurance
programs. The seven projects were granted to investigators at various types of institutions in
different areas of the country, including universities, independent research organizations, and health
plan affiliated organizations.

Data Collection and Analysis. Each case was developed based on a review of grant
publications—grant applications, final project reports, and selected journal articles—and discussions
with the principal investigators and key users of the findings. We conducted approximately five
telephone discussions for each case, guided by a semi-structured protocol. Draft write-ups of the
each case study were shared with the respective principal investigators after they were completed,
with a request for feedback on the accuracy of stated facts.

B. KEY FINDINGS FROM THE CASE STUDIES

Dissemination, Translation and Targeted Audiences. Each of the grants generated useful,
policy-relevant results that were published in peer-reviewed journals. Each project was also notable
in the extent to which principal investigators went beyond journal publication and disseminated
results to relevant audiences through oral presentations, participation in meetings, and other types of
publications. Some results supplemented findings in the existing research literature, while others
provided new information in a largely unexamined area. Depending on the topical focus and the
particular results from each study, the target audiences varied widely from national or state
policymakers, health care industry representatives, purchasers, or consumer representatives. Some
target audiences were narrow (e.g., Medicaid officials within one state) and some were broad (e.g., a
wide variety of stakeholders interested in the effects of competition on quality of care).

The case studies illustrate a variety of pathways for translating research into use for decision
makers (see Gold 2008), with most demonstrating how multiple pathways can be used within a
single project. For example, the study led by Kralewski illustrated how intermediaries or end users
can play important roles in both shaping research designs to answer important questions and
facilitating dissemination results to end users. He worked with the Medical Group Management
Association to disseminate of results on effects of payment on physician practice patterns to
member medical groups. Research conducted within the Newhouse grant provided an example of a
“big bang” research project that generated new findings in an area not previously studied in much
detail; specifically, the project examined the effects of incentive-based formularies on drug selection

I'The remaining five studies were funded through investigator-initiated RO1 grants.
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and use. This led to publication of findings in a highly visible journal, which provided useful
information to both private and public policy decision makers and spurred follow-on research in the
area. Work by Chernew and McLaughlin, as part of the PO1 grant led by Luft, showed how research
projects can contribute to a growing body of research, while also developing the expertise of less
experienced researchers pursuing a research career in that field.

Other projects illustrated how results from studies can be targeted to specific users to maximize
their use. In particular, Shenkman worked closely with Florida Medicaid program officials to
disseminate results on the effects of Medicaid managed care on children with special needs.
Similarly, through his work with the Rural Policy Research Institute, Meuller engaged congressional
staff affiliated with the Rural Health Coalition and Rural Health Caucus in disseminating results on
the impact of Medicare+Choice policy on rural areas.

Factors Affecting Dissemination. Commonly identified factors affecting whether studies
affected dissemination including

e The Extent to Which Potential Users of the Research Are Aware (or Even
Involved in Design) of the Research Prior to the Conduct of the Research. This
involvement helps shape the relevance of the findings and also builds anticipation for the
results by users.

e The Extent to Which Interested Users, Funders, or Intermediaries Are Able to
Assist with Dissemination to Other Parties. Sometimes users or other stakeholders
may go beyond informal consultation or involvement in research design and have a more
active role in dissemination, such as sponsorship of conferences or publications or
dissemination to members of influential organizations.

e Prominence and Reputation of Both the Investigators and the Journals in Which
Results Are Published. Publication of findings in prominent journals can generate
publicity on its own, including media attention, and can provide a platform for further
dissemination. At the same time, investigators who are already prominent in their field
are most readily able to communicate their findings when participating in related
professional activities (e.g., presentation at policy conferences) or when being sought out
for the opinions by the media or policymakers on relevant policy topics.

Key Lessons. Fach case study has its own lessons for improving the use and usefulness of
research on health care costs, productivity, and market forces. As we describe in the remaining
sections of this document, some common lessons include the importance of (1) developing
relationships with potential users, (2) understanding how results might be used for different policy
decisions and the timing of those decisions, (3) fitting each research project within a broader
“stream” of research conducted by the investigator and contributing to a broader body of research
conducted by other investigators, and (4) developing expertise—and a reputation for expertise—of
the investigators, which enhances both the quality of ongoing research and visibility of the research
among policymakers.
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CASE STUDY
PRESCRIPTION DRUG COST-SHARING: AFFORDABILITY/SAFETY

Principal Investigator: John Hsu, MD, MBA, MSCE
Funding Period: 8/1/03-7/31/06

ABSTRACT

The research conducted under this grant provided critical evidence about the effects of
prescription drug cost-sharing for elderly populations. The investigators compared claims and survey
data of elderly enrollees with and without caps on prescription drug spending in Kaiser
Permanente’s Northern California Medicare+Choice program to understand how drug cost-sharing
was associated with changes in health and health care spending. The results, showing that drug cost-
sharing was associated with greater use of emergency rooms and non-elective hospitalizations, death,
worsened health indicators, and no change in overall health spending, were published in the New
England Journal of Medicine and widely presented at academic and professional conferences.

BACKGROUND

This research was undertaken in a context in which increased concern was focused on the
absence of a prescription drug benefit within Medicare. A key issue for consideration involved how
to design the benefit package—including how to structure cost-sharing. The primary rationale for
patient drug cost-sharing is to promote cost-effective drug utilization. However, there are reasons to
believe that drug cost-sharing may have unintended consequences for vulnerable populations. Prior
research reported that limits on drug coverage for vulnerable populations resulted in declines in
adherence both to essential and non-essential medications'” and increased use of nursing homes’
and emergency department visits,” which likely lead to higher overall program costs. Additional
studies had found lower adherence among chronic disease patients in tandem with greater cost-
sharing."”® Because many of the elderly have chronic conditions, for which they require daily drug
therapy, they may be at risk for adverse outcomes under certain drug cost-sharing benefit designs.
However, few studies had explored the effects of prescription drug cost-sharing in elderly
populations.

Before implementation of the Medicare Prescription Drug and Modernization Act of 2003
(MMA), elderly Medicare beneficiaries not eligible for prescription drug coverage from Medicaid or
other public programs may have obtained some drug coverage through retiree health benefits or
enrollment in a Medigap or Medicare+Choice health plan. The extent of this coverage varied across
employers and health plans.”

“ Medicare has a history of allowing beneficiaries to receive their Medicare benefits by enrolling in a private plan—
historically, a health maintenance organization or similar coordinated care plan. Such plans typically integrate Medicate
coverage with coverage by Medicare supplemental policies (i.e., Medigap). These plans are paid a capitated amount by
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This research took advantage of Kaiser Permanente’s experience with offering drug benefits to
Medicare beneficiaries in northern California through Medicare+Choice to learn more about the
effects of cost-sharing on Medicare beneficiaries’ medical care utilization and health status. Kaiser
historically offered a relatively comprehensive benefit that imposed no dollar limits on the amount
of coverage. In 2001, Kaiser instituted a $1,600 annual prescription drug benefit cap for
Medicare+Choice enrollees and, in 2002, it lowered the annual cap to $1,000. Enrollees had varying
levels of cost-sharing for prescription drugs before they reached the cap. After this, enrollees
became responsible for paying 100 percent of their drug costs. However, Kaiser’s Medicare+Choice
population also included beneficiaries not affected by the caps because they had supplemental
employer insurance that provided coverage for prescription drugs beyond the Kaiser caps. For this
reason, prescription drug cost-sharing for these enrollees was much lower, compared to beneficiaries
without supplemental coverage.

RESEARCH GOALS

This study evaluated both the clinical and economic consequences of prescription drug caps in
an elderly Medicare population enrolled in Kaiser Permanente’s northern California
Medicare+Choice plan in 2002 and 2003. The specific goals of the study were to evaluate whether
prescription drug caps were associated with:"*

e Increased rates of emergency department (ED) visits, hospitalizations, and mortality

e Adverse physiologic outcomes in patients taking drugs for hypertension, hyperlipidemia,
and diabetes

e Lower total medical costs to the health plan

e Lower costs for prescription drugs, hospitalizations, ED, and outpatient clinic care

STUDY DESIGN

The study used a prospective cohort design to compare outcomes of Kaiser Permanente’s
elderly Medicare+Choice enrollees subject to the caps versus enrollees not subject to the caps due to
supplemental insurance. Specifically, the investigators used multivariable longitudinal regression
analyses to compare drug consumption, hospitalizations, ED visits, outpatient visits, death, and
pharmacy and medical costs between elderly Medicare patients subject to the cap and those not
affected by it, adjusting for insurance-related characteristics (e.g., length of time enrolled in Kaiser
Permanente), demographic, and health status characteristics. Using similar longitudinal regression-
adjusted analyses, the investigators also compared drug adherence and physiological outcomes for

(continued)

Medicare for Part A and B benefits. If they can provide benefits for less than they are paid by Medicare, they are
requited to use the savings to enhance benefits, offset Medicate cost-sharing, or offset premiums for supplemental
services. Before Medicare covered prescription drugs, many plans used some of these savings to offer a prescription
drug benefit. The scope of this benefit diminished as Medicare tightened its payments under the Medicare+Choice
program, enacted in the Balanced Budget Act of 1997, and ultimately superseded by Medicare Advantage, which was
authorized by the Medicare Prescription Drug and Modernization Act of 2003; this Act authorized the Medicare drug
benefit, effective 2006.

10



6312-910 Mathematica Policy Research, Ine.

elderly beneficiaries treated with drugs for hypertension, hyperlipidemia, and diabetes by cap status.
All regression models included a variable for the predicted propensity score for benefit caps to
further adjust for differences between patients subject and not subject to the cap.”

PRINCIPAL FINDINGS AND RESULTING PUBLICATIONS

Among enrollees subject to the cap, 13 percent exceeded it in 2003. Patients subject to the cap
had consistently worse outcomes than patients with supplemental coverage, including significantly
higher rates of ED wisits, non-elective hospitalizations, and death. Although they had fewer
outpatient visits and lower drug spending compared to patients not subject to the cap, there was no
significant difference in total medical spending in 2003 between patients subject and not subject to
the caps. Among patients treated with drugs for hypertension, hyperlipidemia, and diabetes, drug
consumption was 15 percent lower (95% CI: (11.4, 18.1)), 27 percent lower (95% CI: (23.1, 30.4)),
and 21 percent lower (95% CI: (14.3, 26.0)), respectively, for patients subject to the caps. Drug
spending also was significantly lower for patients with caps. Physiological outcomes as measured by
systolic blood pressure, LDL cholesterol, and glycated hemoglobin levels were significantly worse
for patients subject to the caps.”

The findings from this research were published in the June 1, 2006 edition of the New England
Journal of Medicine, “Unintended Consequences of Caps on Medicare Drug Benefits.” Additional
papers generated by this grant were published in Hea/#h Services Research and Clinical Therapentics.”"

POLICY RELEVANCE AND TARGET AUDIENCES

Previous research documented an association between limited or no drug coverage and adverse
outcomes, but few studies had empirically analyzed the effects of drug cost-sharing on health
outcomes and plan expenditures among an elderly Medicare population. This study provided
evidence that drug caps led to lower adherence and increased hospitalization and ED use, as well as
worse physiological outcomes in patients treated for hypertension, high cholesterol, and diabetes.
Although pharmacy costs were lower for patients subject to the caps, there was no difference in
overall medical expenditures due to higher use of ED and hospital care.® These results were
important for decision makers and advocates involved with the design of prescription drug benefits
for elderly and non-eldetly populations.

In addition to other researchers and academics, the target audiences for this study included: "

e Federal policymakers involved with Medicare Part D. These results are particularly
relevant to Medicare Part D decision makers, because the population studied was
composed of elderly Medicare beneficiaries. Although the study was not published until
the first year of Medicare Part D implementation, and it would not have had an impact
on the design of the drug benefit, it may be relevant to evaluating the potential effects of
the “donut hole,” a feature of the design of Medicare Part D that requires beneficiaries

11
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to pay the full amount for prescription drugs between an initial set of benefits after the
deductible is reached and catastrophic coverage.

e Advocates and key stakeholders. These include persons and organizations interested
in issues relevant to prescription drug and health care benefits.

e Organizations that provide drug benefits to elderly and non-elderly populations.
These organizations may use the results of the study to help make decisions about
prescription drug benefits. Although the population studied included elderly patients
only, the results may be applicable to other populations.

DISSEMINATION

The New England Journal of Medicine (INEJM) generally is recognized as one of the top medical
journals in the United States, and results published in this journal often are widely published in
shorter articles by major newspapers, magazines, and trade publications aimed at general audiences.
In this case, both the Washington Post and the Wall Street Journal published articles about the study
based on the NEJM article,” as did several specialty journals.'>"” In addition, the Kaiser Family
Foundation Daily Health Policy Report of June 1, 2006 featured the results of the study, as well as
interviews with Dr. Hsu and Dr. Ken Thorpe, a professor of health policy at Emory University who
wrote an accompanying editorial in the NEJM on the study results.'® The Kaiser Daily Health Policy
Reports generally are read widely by health care policymakers. Dr. Hsu also was contacted by
policymakers at the Medicare Payment Advisory Commission (MedPAC) and the Centers for
Medicare & Medicaid Services (CMS) to discuss the findings of the NEJM paper further.

Dr. Hsu won AcademyHealth’s “Article of the Year” award for the NEJM paper in 2007. This
helped to bring further attention to this research among AcademyHealth conference participants.
AHRQ also provided some dissemination support for this research by interviewing Dr. Hsu about
the study and uploading the interview on the AHRQ website as a video blog."”

Other avenues of dissemination included multiple presentations at academic, policy, and trade
conferences, such as International Health Economics Association, AcademyHealth, International
Society for Pharmaceutical and Outcomes Research, and HMO Research Network."

FACTORS AFFECTING TRANSLATION

Publishing the research in the NEJM and the subsequent attention the paper received helped to
make this research highly visible. However, it is unclear as to whether any specific policy changes
occurred directly as a result of this research. Many policy decisions depend not only on the science

" By statute, the Medicate standard benefit has a first dollar-deductible ($250 in 2006). After that, beneficiaries pay
25 percent up to an initial coverage limit ($2250 in 2006). Beneficiaries then pay all the costs of prescription drugs until
they reach the true out-of-pocket cost limit ($2510 in 2006). After that, they pay only nominal cost-sharing. The gap
between initial coverage and catastrophic coverage is colloquially referred to as the “donut hole.” Beneficiaries can
receive prescription drug coverage from either free-standing prescription drug plans or Medicare Advantage plans that
also integrate Part A and B benefits. The statute allows firms to offer actuarially equivalent or expanded benefits,
financing any differences in either costs with additional premiums or offsets from savings on Part D or, for MA, Parts A
and B.

12
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underlying the issue, but on political and other constraints that policymakers must consider. In
particular, the results of the study were published during the first year of Medicare Part D, and while
the results garnered substantial attention, including calls from MedPAC and CMS," they may not
have been able to affect Medicare policy, due to other program constraints.

Given the time and resource constraints that policymakers must consider, this type of research
project often can be considered successful, even if it serves only to inform policymakers at the time
of dissemination. The ability to provide policymakers and the public with good information is
important in itself." This information may be added to the body of knowledge on the topic and used
in the future to inform or alter public policies.

Another factor that aided the dissemination of study results was the principal investigator’s
commitment to respond quickly to press inquiries. Specifically, Dr. Hsu noted that it is critical for
researchers to understand the deadlines under which journalists typically work and the types of
information they need. The more that researchers are able to respond quickly to press inquiries,
provide clear and concise statements about the research, and illustrate points, the more likely it is
that their work will be disseminated widely in the press.'’ Understanding target audiences was also a
key factor noted in facilitating use of the research. The investigators presented the results of their
research at more than 20 conferences that included research, policy, and clinical audiences, which
helped to increase their knowledge about the specific research, as well as to gain broader visibility in
the field for research on prescription drug issues.

KEY LESSONS FOR ENHANCING THE USE OF RESEARCH IN POLICYMAKING

This grant illustrates nicely how a well-conceived and conducted study may be disseminated
broadly through publication in a prestigious journal and the resultant attention receives. It also
demonstrates how research may inform policymakers and other decision makers, even if no
immediate action is perceptible. It may have been only the first of several key studies evaluating the
effect of prescription drug cost-sharing on elderly Medicare beneficiaries that will continue to
inform policymakers in years to come.

13
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CASE STUDY

THE EFFECTS OF WITHHOLD PAYMENTS FROM MANAGED CARE PLANS ON
THE COSTS OF CARE IN MEDICAL GROUP PRACTICES

Principal Investigator: John E. Kralewski, Ph.D.
Funding Period: April 1, 1999 — March 31, 2001

ABSTRACT

This grant funded one aspect of a stream of research focused on the performance of medical
group practices. The research funded by this grant focused on the effects of withhold payments
from managed care plans on costs of care in medical groups. Other projects included, for example, a
2008 study of the factors influencing physician use of e-prescribing after their group practice adopts
that technology. All of the related studies were conducted with the main stakeholders and have
influenced the policies and administrative procedures in their organizations.

BACKGROUND

For more than 10 years, Dr. Kralewski’s research agenda has focused on studying the cost and
quality of care in medical group practices. He believes that the structure of medical group practices
is a key element in creating cost-effective physician practice styles." AHRQ and other organizations
(including Blue Cross Blue Shield of Minnesota and the Medical Group Management Association
[MGMA]?) have funded a number of Dr. Kralewski’s studies in this area. The AHRQ grant focused
on withhold payment was funded after he had conducted studies related to (1) the organizational
characteristics of medical group practices in a managed care environment, and (2) the effects of
payment methods on the costs of care in medical group practices. Both studies were funded by Blue
Cross Blue Shield of Minnesota and utilized data from that organization.”* The AHRQ grant
allowed Dr. Kralewski to build on the findings from his previous studies by assessing the effects that
“withholds” have on the subsequent use of resources to care for patients in a group practice. The
contracts that some group practices have with managed care organizations (MCOs) allow the MCO
to withhold a portion of a practice’s payment until costs are within a certain target rate.

After this study, Dr. Kralewski received funds via AHRQ’s Integrated Delivery System
Research Network (IDSRN) program. As a partner on the IDSRN, he conducted a study to assess
the influence of physician financial incentives in medical group practices on clinical errors. Findings
indicated that the culture of the group practice influences quality more than payment.” MGMA then
funded the researchers to develop a culture measurement instrument, which is now being used by
researchers and medical group practice managers as a research tool. The most recent study using the
instrument was focused on use of e-prescribing technologies in medical group practices. Through
the AHRQ’s Integrated Delivery System Research Network (IDSRN), Dr. Kralewski also studied
the impact of payment policies on the cost, content, and quality of care in group practices.
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RESEARCH GOALS

The withhold study sought to gather better information about what medical group practices can
do to bring about more cost-effective practice styles among physicians. Specifically, this study
assessed the effects that an MCO’s withholding of a portion of a clinic’s payment has on patient care
in that clinic. The study also examined the influence of clinic organization and culture on costs, and
on the effects of withholds. Two associated studies also were conducted: the effects of clinic
structure and payment on prescription drug use, and disease prevention practices for women.’ The
e-prescribing study further demonstrated that the practice culture is a major factor influencing
physician performance.

STUDY DESIGN

The study was built on data obtained from the earlier studies on group practices’ organizational
characteristics and the effects of payment methods. Organizational data from 1995 were available
from a survey of 156 clinics providing services for a Blue Cross MCO, as well as cost data on 86
clinics from 1995. For the new study, Dr. Kralewski and his colleagues collected data that allowed
them to capture 1997 costs for 109 clinics. Cost and patient data were obtained from Blue Cross
records. These data were analyzed to determine the relationship between how a clinic was paid
(payment method) and cost of care. Site visit interviews with administrators, medical directors, and
clinicians in 10 group practices were also conducted to study the internal management of costs.

PRINCIPAL FINDINGS AND PUBLICATIONS

The potential of withhold payments to support cost-effective medical care in medical group
practices is unclear. Findings indicated that withholding a portion of the payment to high cost group
practices had a significant negative effect on lab and x-ray use, but those savings were not large
enough to influence overall costs of care. Withholding part of the clinic’s payment did not influence
hospital and professional costs significantly. Interviews with group practice administrators revealed
that while it appeared that payment withholds from one health plan had little effect on costs, the
cumulative effect from multiple health plans did lower costs.’

The study also validated findings from earlier studies indicating that those group practices with
a higher share of their physicians’ compensation based on a share of the clinic’s net revenue was
more sensitive to method of payment including withholds.® It also validated earlier studies that had
shown that practices with a higher proportion of primary care physicians and more female
physicians had higher costs, and those with more experienced physicians and those using more
clinical guidelines and physician profiles had lower costs.” The two associated studies on
prescription drug errors and disease prevention practices for women indicated that, while several
clinic-level cost management programs had a negative effect on the use of prescription drugs, clinic
payment methods had no such effect. Nor did clinic payment affect the provision of prevention
services for women.

Dr. Kralewski has published his research findings extensively in peer-reviewed journals,
including Health Services Research, Health Care Management Review, Medical Care, Journal of
Ambulatory Care Management, American Journal of Managed Care, Managed Care, Journal of
Healthcare Management and Medical Care Research and Review.
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POLICY RELEVANCE AND TARGET AUDIENCE

Dr. Kralewski’s research is targeted on the performance of medical group practices, and has the
potential to influence payment and other administrative policies in these organizations. By
collaborating with MGMA, the researcher is able to disseminate his findings directly to this target
audience. During a long history of collaboration, MGMA has helped Dr. Kralewski frame research
questions of interest to its members. The organization collects data on its members about all aspects
of practice management, which they then allow Dr. Kralewski to use as a basis for many of his
studies. MGMA views Dr. Kralewski’s research as policy and practice relevant, as it is aimed toward
trying to improve performance on costs and quality by changing certain aspects of group practices
(e.g., the organizational structure, financial incentives, etc.).'

Dr. Kralewski’s findings illustrate the ways in which the design of payment methods within a
group influences physician ordering and costs of care. Although it was unclear from the withhold
study what role target payments with withhold provisions have in supporting cost-effective medical
care, the study did find that group practices can lower costs and improve quality by structuring the
practice to maximize physician financial incentives and provide a clinical environment that supports
cost-effective clinical decision making.

Through qualitative analysis, the withhold study provided insight into the factors that limit the
influence of withhold payments in reducing costs. Such factors include resistance generated within
some practices that view withhold penalties as highly political (and some large practices are able to
negotiate contracts that preclude withholds). Further, withholds are often a very small part of a
practice’s total revenue, so there is little incentive to attempt to change their physician practice styles.
Finally, in group practices that are part of a large care system, the system administrators often cannot
determine which of their group practices are not cost-effective, so they do little in response to the
withholds except to try to negotiate better contracts. Dr. Kralewski found that, when more health
plans employ a withhold system, and/or it becomes a significant part of overall revenue for a
provider, this system clearly has a negative effect on costs."’

Dr. Kralewski’s research also demonstrates those characteristics of group practices that make
them more responsive to external financial incentives. Group practices that tend to be most
responsive to withholds are those that (1) are physician owned; (2) are of medium size; (3) have full-
time administrators and medical directors; and (4) tie their physicians’ compensation to net revenue,
and incorporate any withholds in their physicians’ compensation.

The research provides key insights into the impact of payment systems on medical group
practices, and it is clear that these targeted stakeholders are aware of the findings. What is less clear
is whether group practices actually have used the knowledge to make changes to their physician
practice styles. Dr. Kralewski and the collaborating organizations have only limited information
about practice changes or direct use of the findings resulting from dissemination of the research.
MGMA distributed the information on the withhold study to its members, but does not have a
system set up has for interpreting any impact of the information.

DISSEMINATION

In addition to publishing his findings in peer-reviewed journals to raise the profile of his
research, Dr. Kralewski has utilized his relationships with organizations such as MGMA to
disseminate his research. He has presented several times at MGMA’s annual meetings to
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approximately 1,000 association members at each meeting. His study findings also have been
disseminated in issue briefs that MGMA sent to approximately 6,000 group practices. MGMA
republishes findings from the research in their newsletter and a journal that reach all of its members.

MGMA also provides information from these studies to their government affairs office in
Washington. The government affairs office provides information to Congress, the Centers for
Medicare and Medicaid Services (CMS), and other agencies. However, MGMA was not aware of Dr.
Kralewski’s research being disseminated to policymakers in this way."?

The Minnesota Medical Association (MMA) collaborated with Dr. Kralewski on the earlier
study that involved a survey of clinics, and also assisted with dissemination. MMA published the
study results in its monthly magazine, Minnesota Medicine, which is sent to all 11,000 MMA members,
legislators, and state agency officials."

AHRQ also has helped to disseminate results of Dr. Kralewski’s research, especially the
qualitative case study findings. He has presented three of his studies to audiences at AHRQ,
including to health care providers and administrators at AHRQ’s Annual Patient Safety and Health
Information Technology conference, and to a wider audience at AHR(QQ’s Annual Meeting. He also
has benefited from his collaboration with Blue Cross Blue Shield by presenting at the insuret’s
National Institute for Health Care Management Meetings."*

FACTORS AFFECTING TRANSLATION

Key Relationships. Dr. Kalewski’s collaborative relationships with MGMA, Blue Cross Blue
Shield of Minnesota, and the MMA contributed to the use of this research. These organizations
provided his team with data and access to the target audience. Dr. Kralewski and his colleagues were
able to make users aware of their findings by presenting findings at the organizations’ meetings, and
disseminating their findings in their publications. A close working relationship with medical practices
was key to success of this stream of research.

Reputation of the PI. Another factor contributing to the potential use of this research is
Dr. Kralewski’s reputation. He is well-regarded by the organizations with which he has worked, and
his research on medical group practices is considered solid and of high quality.”” Developing
research on medical group practices for more than a decade, he has built a strong base of knowledge
for those interested in this topic. Some of the collaborators with whom we spoke said that Dr.
Kralewski’s research likely had a substantial impact on advancing knowledge in this area.

Difficulty of the Topic. The topic of this research may have been an impediment to its use.
One of the collaborating organizations indicated that research on organizational factors affecting
performance of medical groups is difficult and time-consuming, and that there is no way to track
what the group practices do with the research once they have it.'" Also, some changes in group
practices are difficult to make. The interviewee pointed out that relevant changes in policy and
market behavior (e.g., pay-for-performance) were occurring during the time Dr. Kralewski’s
conducted this research, as well as afterward, but there is a lack of evidence that the research played
a role in these changes because of a lack of monitoring of potential effects. It is very difficult to
attribute any changes in group practices to research.
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